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ASIFMAs an independent, regioal trade association with over 1@
member firms comprising a diverse range of leadifigancial institutions

from both the buy and sell side includinganks asset managerdaw firms
and market infrastructure service providersogether,we harness the shared
interests of the financial industry topromote the development of liquid,
deep and broad capital markets in AsiASIFMA advocates stablanovative
and competitive Asian capital markets that are necessary to support the
regh 2y Qa SO2y2YAO0 E@NBNEUSKadvocateS soliRidiE @S
effect change around key issues through the collective strength and clarity of
one industry voice Our many initiatives include consultations with regulators
and exchanges, development of tform industry standards, advocacy for
enhanced markets through policy papers, and lowering the cost of doing|
business in the region. Through the GFMA alliance with SIFMA in the US ar
AFME in Exope, ASIFMA also providemsights onglobal best practice and

standardsto benefit the region.




asifma;

Growing Asia’s Markets

1. Table of Contents

1. TaDIE Of CONENLS. ..ot e e e e e e s s s bbb e et e e e s s nnsbbb e e e e e e e sasbbnneeeeessened [
2.1. G3 eX DM ASIA: TOAI ISSUBINCE .......ueeiiiiiiie ettt e e ettt e e e e e e ettt e e e e e e s e s be e e e e e e e s e anbsbeeeeaaeeeeaannsenees 3
2.2. G3 ex DM Asia: Total OULSTANAING ....uvvririeeiiiiiiiiieie e e e s i e e e e s s st e e e e e e s e sasre s e e e aeeessssntaaeraeeessansnneens 3
2.3. G3 X DM ASIA: HG ISSUBNCE ...ttt ettt sttt e s e n e s ne e e nnn e e e 3
2.4. G3 eX DM ASia: HG OULSTANAING ......vveiieiiiiiieiiiee ettt sttt et e e e e e e e nbre e e e 3
2.5. G3 €X DM ASIA: HY ISSUBINCE ....cooiiiiiieiieie ettt ettt e e e e ettt e e e e e e e sttt e e e e e e s s anbnbeeeeaeaeeeaannsneees 3
2.6. G3 exX DM Asia: HY OULSTANAING .....uvviieiiiieiiiiiiieie et e e s s st e e e e e s e st e e e e e e s s snnnteeeeaeeeesennnnneees 3
2.7. G3 ex DM Asia: Total ISSUANCE DY COUNIIY ......uuiiiiieieiiiiiiiiiiice e et e e e s s e e e e e s e et e e e e e e e s e nnnnnees 4
2.8. G3 ex DM Asia: Total Outstanding DY COUNIIY ......c.uuuiiiiiiiieiiiee et 4
2.9. G3 ex DM Asia: Total ISSUANCE DY SECTON .....ciueiiiiiiiiiie ittt 4
2.10. G3 ex DM Asia: Total Outstanding DY SECION ......cocuuiiiiiiiiiic e 4
2.11. G3 ex DM Asia: HG ISSUANCE DY RALNG ......ciiuiiiiiiiiiie ittt snbae e e 4
2.12. G3 ex DM Asia: HG Outstanding DY RatiNG .......cccoiuuiiiiiiiieiiiiie e 4
2.13. G3 ex DM Asia: HY 1SSUANCE DY RALING ....coiiiiiiiiiiiiiie e 5
2.14. G3 ex DM Asia: HY Outstanding bY RatiNg .......cooiiiiiiiiiiiiie e 5
2.15. G3 ex DM Asia: Total ISSUANCE DY TENOT .......uuiiiiiie e e et e e e s s e e e s e e reae e e e e e s e enneeees 5
2.16. G3 ex DM Asia: Outstanding by Remaining TENOK ........cuuiiiiiiiiiiiie e 5
2.17. Asia ex DM: Total Leveraged LOAN ISSUBINCE ..........uueieiiiiiieiiiiieeisiiie ettt ettt eeibne e e 5
2.18. Asia ex DM: Total Leveraged Loan Issuance by Use of Proceeds ..........oocuueiiiiiiiiiiiiiiiiiceeee e 5

3. LCY Asia ex Developed Market Asia (Japan, Australia and New Zealand)..............cccccoevviiiiiinnnc 6
3.1. LCY eX DM ASia@: TOAI ISSUBNCE ......ceviiiiiiiiieiiiiit ettt ettt s e s e e e e e 6
3.2. LCY ex DM Asia: TOtal OUISTANGING .....eeiiieiiiiitiieiie ettt ettt e e e s st e e e e e e s s sbebeeeeaaeeeaannnnnees 6
3.3. LCY ex DM Asia: ISSUANCE DY CUIMENCY ......ciiiiiiiiiiiiiiee ittt ettt ettt ebee e e 6
3.4. LCY ex DM ASia: ISSUANCE DY SECLON .......ueiiiiiiiiiie ittt 6
3.5. LCY ex DM Asia: Outstanding DY COUNTIY .........uuiiiiiiiiiiii e 6

N | I - T PP PP PP PPPPPPRPPRN: 7
4.1, G3 All: TOTAI ISSUANCE ...ttt ettt et e et e e e st e e e st e e e st e e e sar e e e e annreeeeanes 8
4.2. G3 All: TOtal OUEISTANING ...ttt et e e e e et e e e e e e e s s bbb e e eee e e e e s anbbbaeeeeaeeeaanns 8
4.3. G3 All: HG ISSUBINCE........eeiiiiiiiiieeeitee sttt ettt e s n e st sse e e st e s n et e sare e e e me e e nene e s nneeeneneeenneens 8
B B AN | B o [T @ 101 = Vg o L1 o PSSR 8
A.5. G3 Al HY ISSUBNCE .....eeiiiitiiee ittt ettt e et e e e et e e e s a bt e e e e h et e e e e b et e e e aabr e e e e anbneeeeanes 8
4.6. G3 All: HY OULSTANGING ..tetiteeee ittt ettt ettt ettt ekt e e e st e e e ss et e e e ss et e e e aab e e e e e aabn e e e e anbneeeeanes 8
4.7. LCY Al TOAI ISSUBINCE ......uteeiiieeeitee it se ettt sttt r e st et e sen e s en et e s e e e ne e e nene e s nneeeneneeeneeens 9

T O o1 F= ol o] 4TS i[OO SOOI 10

5.1. DOMESHIC CNY All: TOAl ISSUANCE ....covvvriiieieee ittt e e e e et e s e e e e e e ee st s e e e e e s eesbabseeeseeeenranns 11

Page| i



QO
\\

asifma#

Growing Asias Markets

5.2. Domestic CNY All: Total OUESTANAING ....vvvreieiiiiiiiiiiee et e e e et r e e e s s ssrrrer e e e e e s e s snnnnaeeeeaeesaanns 11
5.3. Domestic CNY All: ISSUANCE DY RAING ... ...eiiiiiiiieiiiiie ettt 11
5.4. Domestic CNY All: Outstanding BY RAtING .........ooooiiiiiiiiii e 11
5.5. Domestic CNY All: ISSUANCE DY TENOT .....ciiiiiiiiiiiiiie e e s sttt e e e s st e e e e s s st rare e e e e e s e s snnneaeeeaaeeeannns 11
5.6. Domestic CNY All: Outstanding by Remaining TENOT ..........uuviiieiiiiiiiiiiiieree et e e e s e ssrrreeee e e e e 11
5.7. Domestic CNY All: ISSUANCE DY SECLON.......ceiiiiiiieiiiiie ettt e e 12
5.8. Domestic CNY All: Outstanding DY SECIOT ..........oiiiiiiiiei e 12
LT 1 = o @ 1N TSRS 12
6.1. CNH All: TOtal CNH ISSUGNCE ....ccoiiiiiiiiiiie ettt e e e e e sttt e e e e e s e s s bebeeeaaaeseasnnbenseeeaaeeeaanns 13
6.2. CNH All: TOtal OUISTANING ...veeiieeeie it e e e e e e e s s e e e e e s s st e e e e e e s s sastrtaeeeaeesesssnsnnaeeeeeessaanns 13
6.3. CNH All; ISSUANCE DY RALING....ciiiiii ittt e e e e e e s s s e e e e e e s s st e b e e e e e e esesssntnnneeeaeeeeaanns 13
6.4. CNH All: Outstanding DY RALNG........uuiiiiiiiie et e e 13
6.5. CNH All: ISSUANCE DY TENOK ... .eeiiiiiiiiee ittt ettt e ettt e e anb et e e e aabe e e s anbneeeeneee 13
6.6. CNH All: Outstanding by RemMaiNiNng TENOK ......ccooieieii i 13
6.7. CNH Al ISSUANCE DY SECION.....cc i i 14
6.8. CNH All: OULSTANAING DY SECION....c.itiiieiitiie et e e e e e e e e neee 14
7. Spreads, Credit & TOtal RETULN..........uuiiiiiiiiei et e e e e e e e e e e e e e e e e e e e e e e e e s s e s e s e e eeaaas e asaarrrrerreseeeeeees 15
7.1. Global HG COrpOrate SPrEAUS ........ccuuetieiieiee ittt e e e e e sttt ettt e e e e e s bbbr e e e e e e s s aannbbbreeaeeessaannbnnseeeaaeeeaann 16
7.2. Global HY COrporate SPIrEAUS .....cociccuieiieiiee et e ittt e e e e s sttt e e e e e s s se e e e e e eessaanteaeeeeaeesesnsntnneeeeaeeseaanns 16
7.3. China Interbank AAA - BBB Corps Fixed Rate CUIVE ........ccoooeiiiiii et 16
T4, CNH HG YIEIH CUIVE ..eiiiiiiie ettt ettt e ettt e e e sttt e e e e s bt e e e s nbe e e e e ss bt e e e e snbbeeesanbbeeeeanees 16
7.5. CNH HY Yi€IA CUINVE ...ttt e ettt e e e e e sttt e e e e e e s an s teteeeeeeeeeasnnsnnneeeaeeeeaanns 16
7.6. CNH NR YI€IO CUINVE....co ittt ettt e e e e e et e e e e e e e e san s teaeeeaaeeeeannntsaaeeeaeeessansnnnnenaaeesannns 16
7.7. Global Returns, QUANEI-EN .........coooiiiii e 16
7.8. GIODAI RETUIMNS, 2016 ... ...ttt e e e e ettt et e e e e e s bbbt e e e e e e e e s nbbbeeeeeeeeeaannbbbneeeaaeeeaanns 16
7.9. Asia Upgrades / DOWNGrades €X DM ASI8.........uuieiiiiiieiiiiie ettt 17
7.10. Asia Upgrades / DOWNGrades, DM ASIA........ccuuiie ittt ettt 17
7.11. Asian Upgrades & Downgrades, Standard & Poor's, Second Quarter 2016..............ceoeeeeeeeeeieeeeeennn, 17
7.12. Asian Defaults, Standard & Poor's, Second Quarter 2016 ...........ccooeeieieieie e, 18
8. Summary of the Methodologies Adopted for thisS REPOLL.........ccooviiiiiiiiiei e 19
S I 1Tl = T T PP PRSI 24
0 1 =T | N 24

Page| ii




' <
asifmaz

Growing Asia’s Markets

2. G3 Asia ex Developed Market Asia (Japan, Australia and Ne

Zealand)

Market Overview and Highlights of Asia (edapan, Australia and New Zealand) debt issuancEinst
Quarter2017

Total issuance itiv (¥iaame in at USB5.0billion (bn) as oMarch 31, up 61.26 quarter-over-quarter (qoq)

from 4v Q NUSD52.7bn) and up 141.9% yearoveryear (yoy), inclusive of high grade (HG), high yield (HY),
and unrated dealsHigh yield issuance, at USD 19.7bn, achieved a new record high in the first quarter 2017
from the previous recal of USD 12.0bn issued in the first quarter of 20Mightening onshore liquidity in

China coupled with abundant USD liquidity within the country, the emergence of a strong Chinese domestic
investor bid for offshore USD issuance, a hunger for yield at a time of strong spread compression (after the
brief late-2016 bond selbff following the US election and consequent policy uncertainty) and the
emergence of a progressively wider range of issuers from across the region, have helped buoy issuance. This
overall strength in regional issuance has continued stheeend of the quarter and into the Easter break.
What is even more impressive is that this strength in the primary markets has been ackiespite
considerable headwinds: Leverage and debt ratios continue to worsen in China, the geopolitical backdrop is
not particularly constructiveg tensions in the Middle East and the Korean peninsula, coupled with
uncertainties surrounding the upcoming French electiomd the turn in the US interest rate cycle are all
factors that at other times might have kept markain the defensive.

Within Asia exJapan Australia and New Zealan@hinese issuanamontinues toremains dominantWhat is
interesting however, is that the mix of Chinese issuance has evolved with the bulk of transactions being
completed by banks, whoesides raising funds to meet their own capital requirements, have sought to raise
financing to oAdlend the proceeds to their clients, at a time when onshore corporates need USD to fund
overseasacquisitions or additional capex to expand their businesskes.KEy point worth noting is that as

the Chinese authorities seek to contain/limit capital outflows, USD issuance will benefit at the expense of
LCY issuance, a trend that has clearly been in evidence this quarter.

Other ley highlights of thejuarter:

1) HGissuance (of USB5.6on) easily outpaced HY issuanoeUSD19.7bn. HoweverHY issuance
remains at historical highs, with first quarter 2017 volumes nearly the same or eclipsing annual
volumes of prior years and representing a quarter of total debt isseam the first quarter of 2017.

The key driver of heavy HY issuance this quarter has been the move by Chinese property companies
to look to the offshore markets for funding (in a reversal of the norm), as the cost of raising funds
offshore became relativg cheaper. On another note, in yet anothesversal of recent trends,
Chinese green bond issuance fell sharply during the quarter, although this could be temporary.

2) On a quarterlytotal return basis, Asian HWebt outperformed Asian HG paper, with HG pape
reporting a total return of H ®dm 0’z A yomparedtm 83.86% gain in HY papem terms of
individual sectors and subectors, HY sovereigns were the stamd gainers, up 4.92% in the
quarter. Excluding the small Mongolian sovereign, which isudlier (+ 12.54% in total return terms
as measured by the JACI), other strong gainers included Sri Lanka (+ 4.92%) and Indonesia (the
strongest HG sovereign), which was up 5.70%.

Page| 1
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Key trends in Asia (ex-Japan, Australia and New Zealand) G3 & LCY bond issuance

For thefirst quarter 20%7, total G3 issuance stood at U8B.(bn, up 61.26 qogand up 141.%9 yoy.China
remaired the largest issuing country in thérst quarter, accounting for a total of USB3.%on, or
approximately two thirdg62.94) of G3 issuace inlv YMJSD31.%n and USA5.2bnin HG and HY deals,
respectively,were priced from ChinaSouth Koreaetained its place as second largest issuer in fhst
quarter, with USy ®y 0 Y A & &,defolvedbyHony Kofgvith USD6.0bn.

Fnance remained the largest sector of G3 issuance in finst quarter (USD41.3bn), followed by real
estate/property(USDL1.%n) and sovereigngUSD7.1bn).

In terms of ratings, within the HG spad, transactionsaccouned for the largest share of deals peid
during the quarter, with US22.%n in total issuance, followed bBBB rated transactions totaling USD
9.2bn. Within HY issuance, theBBcategory dominated with USD.6bn of issuancefollowed by B rated
transactions of USB.6bn.

By tenor, Asia edapan, Australia and NZ G3 deals with tenors of 5 years ardeisued toaccountfor the
bulk of issuance ittv <¥YMmwith a total of USB38.8n in short tenor issues being priced during the quarter. Of
these, USI38.5%n were HGdeals,USD12.7on were HY deals arttie balance unrated.

Overall G3 debt outstanding in the region stood at l8&B.2bn, increasing 5.% qogand growingl6.4%
yoy.High grade debt accounted for the bulk of total outstanding debt at B&DDN @ 2.5%increaseqoq),
followed by HY debt at USIB7.%n (an increasef 3.8% qoq) andunrated debt at US174.&n (a growth

of 15.9% qoq). China (with USBB7.%n), South Korea (with UST®0.%n) and Hong Kong (with USD
113.1bn) remain the three countries with the largest shares of G3 debt outstanding. In terms of ratings,
within the HG space, deals ratédr (USD97.5n) account for the largest share of debt outstanding, while
BB+transactions (USD8.7bn) continued to remain the dominatrating outstanding in the HY space. By
sector, financials with a total of USI32.8n accounted foa little less thara third of outstanding G3 paper,
followed bysovereigns (USR43.(n) and energy (USMO0.%n). Finally, deals with remaining tenors of
years or less (USB95.%n) accounted for the bulk of total Asia (dapan, Australia and NZ) debt
outstanding.

Turning to the LCY debt markets, USED.(bn in total LCMenominated debt was issued in A¢@-Japan,
Australia & NZ) idv (¥pa declineof 33.®6qoq (US209.6bn) anda decline o#8.9% yoy (USR72.(on).

Total LCYebt outstanding at the end ofv (¥nn Asia (exJapan, Ausalia and NZ) stood at USI3.Qn,
rising by 1.9 qgoq,with HG and HYdebt outstandingdeclining 1.2% and 3.8% qoq, respectively, while
unrated debtcontinued to riseby 2.1%. Chinaremainsthe bulk of total outstanding LCY debt at USBn,
followed by India (USD.7tn) and South Korea (USDi4tn).

State of the Asian leveraged loan market

Asian leveraged loan debt, excluding developed market Asia, reache84JBD inm v Q m35. P46 decline
goqg (USDh3.(bn) and a 46.8% decline yoy (USB4.(bn). Leading sectors m v Qissmance weraltility &
energy (USD6.1bn), construction/building (USB.0bn), andtransportation (USD4.5bn). Leveraged loan
issuance was primarily used for capital expenditures (93Dn) and project financing(USD9.3bn).
Sponsored loan deafsll, representind?2.2% by dollar amount in thérst quarter.
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3. LCY Asia ekeveloped Market AsigJapan, Australia and New

Zealand)
31/, SE 5a !aAly ¢2al 32/, SE 5a !aAiAly ¢20t

LCY ex DM‘Asia: Total Issuance LCY ex DM Asia: Total Outstanding
2008 - 2017:Q1 2013:Q3 - 2017:Q1
1,400,000 - milli
$ millions 16,000 — $ billions
ENR
1,200,000 14,000 | | gy
1,000,000 12,000 | [*HG
800,000 10,000
600,000 8,000
400,000 6,000
4,000
200,000
2,000
0
2016 2017 o

2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 Q1

Source: Bloomberg

Source: Dealogic

33.[ / SE 5a ! &ALY L&&d34[/, SE 5a !&AlyY L&&d

5

LCY ex DM Asia: Issuance by Currency LCY ex DM Asia: Issuance by Sector
2017:Q1 2017:Q1
Finance $69,600.8
C i ildi $11,231.5
CNY Real Estate/Property $11,039.3
$82,943.5 " ldTragspurlalion — $§8,ggsé5
' B olding Companies e B .
KRW $22,041.0 Utllity & Energy s $6,465.8
Mining fess=  $4 502,
INR $16,880.0 Metal & Steel === $3 539.6
Gil&Gas (= $1,798,
MYR $5,212.4 Auto/Truck = $1,793.
Food & Beverage = $1,559,
THB $4,239.0 Healthcare =  $1,469.4
Chemicals ™ $1,308.0
Computers & Electronics = $1,241.7
SGD $2,776.9 Telecommunications =  $1,237.6
Consumer Products = $1,086.0
IDR $1,218.3 Retail = $999.0
Dining & Lodging |*  $964.3
HKD [ $1,099.7 Agribusiness | $763.2
w Govemment $674.4
PHP $888.6 c Leisure & Recreation $609.1
2 Professional Services f  $582.5 @
= Machinery * $378.2
WD i $878.9 £ Insurance | $137°0 2
Textle | $72.4 E
CNH $859.0 Publishing $34.2 @
Forestry & Paper |_$26.1 |
0 10,000 20,000 30,000 40,000 50,000 60,000 70,000 80,000 90,000
0 10,000 20,000 30,000 40,000 50,000 60,000 70,000 80,000

Source: Dealogic Source: Dealogic

z

35.[ / SE 5a ! &AlY hdzia

5

LCY ex DM Asia: Outstanding by Country

2017:Q1
CHINA $9,898.5
INDIA — $1,747.7
SOUTHKOREA (s $1 426.0
MALAYSIA == $349.6
THAILAND == $337.5
TAIWAN = $277.9
SINGAPORE = $237.0
INDONESIA = $232.8
HONGKONG = $200.0
PHILIPPINES " $117.6
PAKISTAN $88.3
VIETNAM $46.2
SRI LANKA $38.5
BANGLADESH $22.9
PAPUA N.GUINEA $3.6
LAOS $1.1
Ful $0.7
AFGHANISTAN $0.6
MACAU $0.3
BRUNEI $0.3
MONGOLIA $0.2 el
0 2,000 4,000 6,000 8,000 10,000 12,000

Source: Bloomberg

Page| 6




' P4
asifmaz

Growing Asias Markets

4. All Asia

Total Issuance &utstandingg G3 and LCY for Asia (including Japan, Australia and New Zealand)

Total G3 issuance in Asia (including Japan, Australia and New Zéaldrad¥tellafirst quarter in 2017, with
USD175.4n issued,an increasef 40.1% gogandan increase 067.8%yoy.In 1lv ¥motal HG G3 issuance
in Asia was USD26.(n, an increaseof 39.6% gogand an increase of 82 yoy;HY issuance was USD
24.0n, an increasenf 124.0% gogbut a tenfold increaseyoy, and unrated issuance was USI2.6bn, an
increaseof 3.5% qogbut a decline of 24%yoy.High yield issuance in particular reached a nevtirak high

in the first quarter of 2017 from the previous record of USD 16.3 billion in the third quarter of 2016.

Outstanding G3 debt, including developed market Astiapd at US[11.5an at the end ofthe first quarter
2017, an increaseof 0.1% qoq, withdeclinesin NRdebt (USDr.42n, a 20.46decline) but increasesn HG
debt (USB.84bn, an 97.@hincrease) andHYdebt (US[226.96n, a 2.0%increass.

Stella G3 issuance volumes cut into local currency volumes in the first quarter of RGY7debt issuance
including Japan, Australia, and New Zealand, total issustocs atUSD477.4billion, adeclineof 32.3%
gogandadeclineof 19.9% yoy, comprised d#SD361.7bnin HG issuanc&)SD5.2 billion inHY issuance and
USD110.%nin unrated issuance.

The key factor driving the steep fall in LCY issuance was the decision by the Chinese authorities to encourage
local issuers to tap the overseas bond markeis their various financing needs in order to a) replenish
Chinese FX reserves, which recorded steady falls in 2015 and 2016 and b) to alleviate pressure on the CNY,
which has weakened considerably over the last several months.

Looking ahead though, the mpects forLCY issuance in general are considerably brighter, at least in some
regional markets, India in particular. The recent strength of the INR, ample liquidity in the banking system
postdemonetization (as the bulk of the higher denomination natégnately made their way back into the

banks as deposits) and the subsequent trend towards lower rates has provided a boost to total returns for
USDbased investors, making India one of the best emerging markets in total return terms. Furthermore, INR
interest rates remain high (in the high single digits) relative to other regional markets, so there could be
more upside for LG¥enominated bonds. Finally, in recent weeks, there has been clear evidence of investors
heightened nervousness around the sharp sgtecompression seen in the HY spacElY and junk bond

funds have seen outflows as investors seek to lock in profits at these tight levels. This does tend to suggest
that EM (and Asian) LCY debt could yet be in favtiie expense of US@enominated debtgoing forward.
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5. Chinac Domestic

Total Issuance &utstandingg Domestic CNY issuance

Total domestic CNY issuance stood at @3[2bn in the first quarter of 2017, down 49.6% from fourth
guarter volume(USD165.4n) and a declineof 64.9% yoy(USD237.6bn). By tenor,76.8% offirst quarter
issuance (USB4.1bn) would mature in fivgrears or less, followed by theg 10 year bucket (USDO.5on, or
12.6% of issuange By sectorfinance led issuance totals (USBb.2on), followed byconstruction (USD
10.4bn). Domestic CNY volumes remairll below prior quarter volumes as deleveraging efforts by China,
rising bond spreads, and corporate defauftine in the first quarter alond)mited issuers from tapping the
marketplace.

Outstanding domestic CNY debt stood at 93 at the end offirst quarter 207, with sovereigns leading
totals (USD®.3tn), followed by financials (USD5tn) and industrials (USEB7.7on).

A mix of factors is likely to lead to some pickup in domestic Chinese debt issuance, deapite hostile
domestic rate envonmentceven asthe S2 L) SQ& . PBOThag een/drivikgyrates bigher and
tightening domestic liquidity, a combination of corporate refinancing needs and rising bank capital
requirements for domestic Chinese financial institutions will helppsut CNY issuance at the margin, as
issuers have no choice but to close their funding/financing gaps through fresh issuance. In addition, with the
all-important 19" National Congress of the Communist Party of the PRC scheduled to be held later this year,
it is our view that the Chinese authorities will want to ensure a degree of economic stability ahead of this
event ¢ thus, certain key sectors (particularly in teate-owned entity SOE space) may well continut®

receive financial support and be allazd to access the domestic capital markets to meet their funding
requirements.

CAylLftftes IRRAGAZYIf RS@OSt2LISyilda &adzOK Fa GKS LINE
(CIBM) to international investors, coupled with the launch of the recenflyya&® dzy OSR a&. 2y R/
program, will help drive international interest in the domestic bond marlkatrthermore, the selective
inclusion of Chinese bonds in a couple of broad global bond indices, together with the possibility that
Chinese domestic bondould be included in even more widdlgllowed bond benchmarks in the near

future, should also lead to a pickup in CNY issuance in the second and subsequent quarters of 2017, relative
to the first quarter, in our view.
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Key trends in offshore renminbi (CNH) and the dim sum bond markets

The pace obffshoreissuanceslowed down substantiallin the first quarter, an equivalent of USD.%n in
CNH bonds weressued, adeclineof 73.9% qogbut an increase of 6% yoy.In terms of tenor,all of first
quarter issuancevas accounted for by transactions with tenors ofyBars or lesswith nearly halffrom
shortterm paper(USDB895.5m). HG deals rated A totalindSD434.5m had the highest share among rated
deals 22.7%). Interms of sectoronly financetransactions(totaling USDL.5bn) and auto (USD 434.5mn)

were issued in the first quarter.

The total of dim sum bonds outstandistpood at USD72.8on at the end of the first quartera decline of
7.2% qoq As international investorseceive progressively easier access to the onshore markets, it does

CNH Deposit Base by Location Amt (USD bn) As of]

Hong Kong 904  Feb-17
Singapore 17.3 Dec-16
Taiwan 450 Feb-17
Korea, Republic of 1.4 Mar-17
Luxembourg 9.8  Aug-15
United Kingdom 8.5 Dec-16
France 3.0 Dec-15

Sources: HKMA (Hong Kong), MAS (Singpore), Central Bank of]
Republic of China (Taiwan), Bank of Korea (Korea), Luxembourg for
Finance (Luxembourg), Bank of England (UK), PWC (France);

Exchange Rate: CNH 6.8872 = USD 1.0, GBP 1.26 =USD 1.0

appear that the relentless decline of the offshore dim sum bond
market will continue. To some extent, firgancing requirements
may help slow (but not reverse) the overall decline in the dim sum
bond markets (as issuers may find it difficult to raise CNY financing
onshore and remit the funds offshore to repay maturing CNH
debt). Furthermore, offshore CNH ligity continues to decline.

About the only positive on the subject of offshore CNH liquidity is
that most deposit centers have reported a slowdown in declines
recent data with the exception of Hong Kong, which remains in

freefall (Hong Kong CNH deposite 51.0% of peak volumes from December 2014; Singapore CNH deposits
are 54.0% of peak volumes in June 2015, Taiwan CNH deposits are 92.1% of peak in June 2015, and Soutt
Korea are 6.1% from peak volumes in December 2@4#5ent a sudden strengtheningtime renminbi, this

trend should continue for the foreseeable future.
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7. Spreads, Credit & Total Return

Relative Value and returns (Asia €apan, Australia & New Zealand G3)

AsianHGbond spreadstightenedin the first quarter, tradingseveralbasis pointgighter than in thefourth
guarter. At the end oflv (¥MAsian HG bonds on a composite basis were quoted at an average spfe&d of
basis points (bpsh Marchfrom 146 bpsin Decembemvhile US and European HG bond issues were quoted
at average spreads d21bps(from 131 bps)and 121 bps (from124bps),respectively. Asian HY corporates
tightened in the first quarter of 2017, averaging 3&dsin March(from 463 bpsin December 2016 while

US and Europeanbonds weremuch tighter at 390 bps (from 428 bps) and 350 bps (from 388 bps),
respectively

In terms of total return emergingmarket equitieswere the outperformers in thdirst quarter, followed by
developed market equitiesywhile Japanese equities and global corporate IG underperformisian HG
gained 2.13%4 in thefirst quarter, while HY indicegained3.86%.

Loking back at some of the themes we highlighted at the beginning of the year, a number of those ideas
continue to remairrelevant and have actually played out as the first quarter drew to a close:

a) EM fixed income ETFs drew the strongest share of inflows among the different classes of fixed
income funds, at 8.2 % (according to DTCC and the ETF research center). With EMiredgi@yso
drawing strong inflows, this has reversed the earlier trend of EM outflows seen in 2016 (a reversal
which we predicted would occur in our last quarterly credit report published in February 2017).

by ! faz2y a4 LINBRAOGSRI WK&iI SR IIR2R I NIDE2 dA N NBY R K Ik
number of EM currencies have outperformed (the Indian rugeélRc in particular). Again this was
in line with our thoughts at the beginning of 2017 that the higher interest rate local currencies such
as Inda and Indonesia would do well (As pointed out above, Indonesian fixed income was also a
relatively strong performer during the quarder

c) We are of the view that the trends that have been in evidence during the first quarter will continue
through midyear.Within Asia exJapan EM, we do look for HY paper to continue to outperform, as
GKSNE Aa fAGGES SOARSYOS GKIG GKS ae@AStR Kdzy3S
continues. In terms of countries, there is still more upside for coestsuch as India and Indonesia,
while China we believe will underperforgii KSNBE ' NB | ydzYoSNJ 2F dzy OSNI
outlook going forward that are likely to keep investors on the defengimeoreover, the pickup in
Chinese debt issuance whiave expect ahead of the T9Chinese party congress later this year,
would translate into investors being able to pick and choose from a wide range of issuers and
sectors. This in turn would translate into strong performance for only the best/strongrsdris and
significant underperformance elsewhere.
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Upgrades Country Date Rating
Nomura Holdings Inc. Japan 11/17/2016 A-
China Travel Service (Holdings) Hong Kong Limited (China National Travel Service (HK) G

Corporation) Hong Kong 10/13/2016 BBB+
BlueScope Steel Limited Australia 11/10/2016 BB+
PT Japfa Comfeed Indonesia Tbk Indonesia 11/10/2016 B+
MyState Bank Ltd. (MyState Limited) Australia 12/6/2016 BBB+
Fortescue Metals Group Ltd. Australia 12/19/2016 BB+
Liberty Financial Pty Ltd. Australia 10/30/2016 BBB
Suhyup Bank Korea, Republic of 12/1/2016 A
Broadcom Ltd. (Avago Technologies Holdings Pte. Ltd.) Singapore 12/22/2016 BBB-
KEB Hana Bank Korea, Republic of 11/8/2016 A+
Downgrades Country Date Rating
Singapore Post Ltd. Singapore 12/21/2016 BBB+
Toshiba Corp. Japan 12/28/2016 B-

PT Gajah Tunggal Tbk. Indonesia 12/7/2016 CCC+
Dalian Wanda Commercial Properties Co. Ltd. China 12/12/2016 BBB-
Yuexiu Real Estate Investment Trust (Guangzhou Yuexiu Holdings LImited) Hong Kong 11/8/2016 BBB-
China Oilfield Servies Limited (China National Offshore Oil Corp.) China 11/4/2016 BBB
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2. G3 Asia ex Developed Market Asia (Japan, Australia, and New Zealand)

Issuance

Bond transactions are sourced primarily from Dealogic, with supplemental information sourced from
Bloomberg. Urdss otherwise noted, all issuance are ldagn debt. High grade transactions are defined as

0N} yal OiAazya 6AGK | 5SIf23A0 aS7T-F&dindydnSidde uiatddh y 3
transactions based on issuer and desk notes. High yieldddions are defined as transactions with a
5SIf23A0 aSTFSOUAGBSE NIGAy3 2F Sldzat 2N fSaa (KL
issuer and desk notes. Unrated deals are those deals with no effective rating from Dealogic.

G! £t ddAF@ES AlaNSE RSFAYSR Fta o0SAy3 | O2N1LRNIGS o02yR
Asia, regardless of market, including domestic. Sovereignseudreign, mediunrterm notes, and agencies

are also included from issuance, while supranati@mal ABS/MBS issuers are excluded from issuance. Loans
are excluded from issuance as well.

a5aé¢z 2NJ 5SSt 2LISR alNyJSG !'aAalz AyOtdRS GK2as RSt
FYR bS¢ w%SItlFIyR® G&9E 5 acludidgkhose deald With a DeBIGHIS ekl aadiondlity f R
from Australia, Japan, and New Zealand.

Do RSIFf&a NS RSTAYSR | &adznaSid 2F RSIFfa Ayrank! ff |
eligibility guidelines, with a tranche currency in US dollar (USD), European euro (EUR), or Japanese yen (JPY)
¢KSNBE YlIe SEA&G RSIfta gAGKAY al!tft ! aAalé Aaadd yoS
eligible and therefore not incluakin G3 tables but may be included in all other #®8 exclusive tables.
G[/ , 62 2N t20Ft Odz2NNByoOez IINB RSTFAYSR | a | adzmaSi
G3 and LCY deals are not mutually exclusive and may overlapn(¢hg. case of Japanese JPY deals).

All issuance are denoted in USD equivalents based on exchange rates as of the issue date of the bond.

Outstanding

Outstanding figures are sourced from Bloomberg and contain all bonds from its corporate securities
databa®, including private placements. Structured notes and debt secured by assets are excluded. All other
criteria hew closely to the criteria for issuance.

All outstandings are denoted in USD equivalent based on exchange rates as of-godrter

Outstandingpo RSl f a4 N8B RSFAYSR | &ddzoaSa 2F RSIHfa Ay a!
2F GKS F2dzNJ N} GAy3a 3SyOASaY CAGOK wliAy3azr az22R
dollar (USD), European euro (EUR), or JapaneseR¥h (Jeals that are not rated by one of the four rating

I 3SyOASa 6GK2aS RSIfta gAGK || . f22Y0SNH O2YLIRaAds
overlap between rank ineligible deals and those deals with no rating; a close analygatdireveals that

GKS FTAIdzNBa F2NJ RFEGlI SEOfdzZRAY3I NI}yl AyStAIaot S
Bloomberg are similar.
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Growing Asias Markets

21.,23,25.,27.,29,2.11.,2.13.,2.15,, 2.17., 2.18.

Data are sourced from Dealogic.

Issuy OS o0& O2dzy iNBE A& RSUSNXYAYSR o0& 5SFHf23A0Qa RSIf
Issuance by tenor is determined by years of maturity at issuance.

L & & dazt yoS oe aééﬂgw Ad RSTAYSR o6& 5SIf23A0Qa DSYSN
uz2 . f22Y0gmNBitga { SOU 2 NJ

22.,24.,26.,28., 2.10.,2.12.

Data are sourced from Bloomberg.

Outstanding by rating are by current composite rating assigned by Bloomberg. Composite ratings by

.f22Y06SNHB IINB’ (GKS | @SN} 3IS 27 -u)u;ft&a?anhmaaﬁdm&s?a R:

YAYAYdzy 2F (62 NIGAYy3IEA Ydzad o IABSYy G2 F+ 062YR 0
02YR SAGK | AAy3fS NIiGAYy3 FaaAadySR o0& GKS F2dzNJ NI
from any of the far.

Outstanding by tenor are based on current tenor as quaisf R® ah i KSNE Ay Of dzZRSa
listed maturity date and perpetuals.

3. LCY Asia ex Developed Market Asia (Japan, Australia and New Zealand)
3.1.-3.4.

Issuance data are sourced findDealogic according to the criteria outlined in Section 1. Outstanding data are
sourced from Bloomberg according to the criteria outlined in Section 1.

4. All Asia
4.1.¢4.9.

Issuance data are sourced from Dealogic according to the criteria outlined in Section 1. Outstanding data are
sourced from Bloomberg according to the criteria outlined in Section 1.

5. Domestic CNY
Issuance

Bond transactions for CNY are sourced from Dgialand are defined as all issued debt denominated in
renminbi (CNY) and in the domestic debt markets. -@Gdhominated deals issued in the euro, foreign, or
international markets are excluded. There are no restrictions on deal type and will include digmalsa
mediumterm notes, money market notes, securitisations, and commercial paper debt. Due to the lower
restrictions in CNY issuance, Giéviominated deals outside of Section 5 and 6 are a subset of the deals
contained in Section 5 and 6.

Outstanding

Bond transactions for CNY are sourced from Bloomberg and are defined as debt denominated in CNY and
issued in the domestic or domestic MTN markets. -@bhominated deals issued in the euro, foreign, or
international debt markets are excluded. Deals inelucbrporate high grade bonds, high yield bonds,
mediumterm notes, money market and commercial paper debt. The combination of CNH and CNY debt
exclude a small minority of dualirrency deals that are netlomestic, nordim sum debt.

All outstandings are deted in USD equivalent based on exchange rates as of qeemter
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