asifma

Growing Asias Markets

‘m\m\\\
\\\\\\
et

THIS NOTE |
For 'S LEGAL
Al oeets, pUsCi TeNoER

(o) ooy oy,

X F
nE o \W
s

ASIA CREDIT REPORT
Third Quarter 2018

PREPARED IN PARTNEHRSVITH

. sifma’




asifma;

Growing Asia's Markets

ASIFMAs an independent, regioal trade association with over 10
member firms comprising a diverse range of leadifigancialinstitutions from

both the buy and sell side includinganks asset managerslaw firms and
market infrastructure service providers. Togethewe harness the shared
interests of the financial industry tgromote the development of liquid, deep
and broad capital markets in AsidASIFMA advocates stableénovative and
competitve! &ALy OFLAGIE YIFNJSGa GKIFG N
economic growth. We driveconsensus, advocate solutions and 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 uniform ingtry 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.
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Market Overview and Highlights of Asia (edapan, Australia and New Zealand) debt issuance&liird
Quarter 2018

Total G3issuance irBv (Baame in at US[A0.4 billion (bn) as oSeptember30, down 42.26 quarter-over-

guarter (goq) from2v Q NUSD70.0bn) and down 41.1% yearover-year (yoy, inclusive of high grade (HG),

high yield (HY), and unrated deal$e SindJS trade war and consequent weakness in the Chinese markets
rising oil pricesand consistent weakness in the Asian EM spaamasccountof relentless USD stngth, has

I ROSNARSEt @ AYLI OGSR AdadzyOS Ay (KS (g2 2F (KS NB:
interest rates and the first signs of EM weakness spreading globally, are likely to keep Asian credit markets on
the defensive going intthe final quarter of 2018.

1) YTDHG issuance (of USI39.%n) continues to easily outpace HY issuance of 34SBn. HY issuance
dropped51.8% in thethird quarter, falling toUSD6.6bn from 2v Q lissuanceof USDL3.6bn; while HY

Adadd yOS Ay wnmy A& y2i S66.006 00lGRikelyd rediBdsédénd H 1 M T |
highest annual volumin high yield issuance

2) A combination of individual sector downgrades, such as those carried agatibgs agenc$&R on a
number of Chinese Local Government Financing Vehicles (LGFVs) and market resistance, even when
coupons appear to be generous (such as those for certain Indonesian HY issuers) have led to a
combination of deals being delayed, deal sizes being redocesi/en being pulledThis has also
contributed to the fall in G3 debt issuance volumes.

3) However, according to Dealogic, with Asian companies having to refinance just a shade under USD 40
bn in debt, there may be no alternative but to tap the markets aateler priceg this could contribute
to further spread widening and sustained market weakness in the days and weekscgheauirrent
nervousness in both developed markets and the EM world, suggests that investors in Asian debt will
be extremely cautiousgoing into yearend.

4) One possibility is that Asian issuers may choose to tap the LCY bond naawkeéth look increasingly
attractive, as sustained USD strength might convince Asian borrowers to look at the onshore debt
markets at the margin. Under theircumstances, it is possible that the gradual revival seen in the
offshore renminbi (or CNH) dim sum bond market in Hong Kong, could gain further momentum

Key trends in Asia (edapan, Australia and New Zealand) G3 & LCY bond issuance

For the third quaner 2018, total G3 issuance stood at USD 40.4bn, a decline of 42.2% and 41.1% goqg and yoy.
China remains the largest issuing country in the third quarter, dominating Asian issuance at USD 26.3bn, or
approximately 65.2% of G3 issuance; of third quarter velupSD 18.1bn and USD 5.9bn were in HG and HY
deals, respectively. South Korea continues to remain the second largest issuer with USD 7.7bn of issuance,
followed by Singapore with USD 1.9bn. Year to date, G3 issuance totaled USD 186.1bn, composedaf $139.9

in HG issuance, USD 34.4bn in HY issuance and the balance in unrated issuance; G3 is issuance is on track t
fall short of 2017 volumes of USD 316.0bn but remain similar to 2016 volumes.

Finance remains the largest sector of G3 issuance in the thirdtequUSD 20.4bn), followed by real
estate/property (USD 10.3bn) and transportation (USD 1.8bn).

In terms ofratings, within the HG spac&BBtransactions accounted for the largest share of deals priced
during the quarter, with USB.4bn in total issuance, followed A+ rated transactions totaling USRD1bn.

Page| 1
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Within HY issance, he BB category ledvith USDL.9%n of issuance, followed b+ rated transactions of USD
1.4bn.

By tenor, Asia edapan, Australia and NZ G3 deals with teidis years or less continued to aceador the
bulk of issuance iBv Q math a total of USI32.0bn in short tenor issues being priced during the quarter. Of
these, US24.6on were HG deals, USDIbn were HY deals and the balance unrated.

Overall G3 det outstanding in the region stood at U3[2tn at the end ofSeptember2018§ increasing3.4%
gog and16.8% yoy. High grade debt accoedtfor the bulk of total outstanding debt at US156.6n (a2.3%
increase qocand 14.3% increase yqgy followed by unragéd debt at US249.2on (a growth 0f2.3% gogand
20.6% yoy. HY debtwasUSD157.4on (an increaseof 11.3% qogand 21.8%yoy).

China (with USI572.%n), South Korea (with USI29.3n) and Hong Kong (with USMD3.2bn) remain the
three regionswith the largest shares of G3 detwitstanding. Rating&vise among HG issugmdeals ratedA+
(USD134.3n) account for the largest share of debt outstanding, whigetfansactionsoutstanding (USD
32.(on) just edgedout B+(USD31.8bn) in the HY spacdBysector, financials with a total of USI67.40n
accounted for32% of outstanding G3 paper, followed by sovereigns (l25b.(bn) andreal estate(USD
120.5%n). Finally, deals with remaining tenors of 5 years or less #33bn) accounted for the bulk obtal
Asia (exJapan, Australia and NZ) debt outstanding.

Turning to the LCY debt markets, UBI2.5n in total LCMenominated debt was issued in A¢@<Japan,
Australia & NZ) iBv Q paydeclineof 22.1% qoq (USR208.7n) and a declineof 37. 76 yoy(USD260.7on).
Chinaremainsthe dominantissuer in the LCY debt markeétsthe third quarter, with USDL139.1bn issued
followed distantly behindoy South Korea (USD6bn)and India (USD 4.9brBinancecontinues toremainthe
largest category iBv Q mwth USD65.%n issued, followed byreal estate/property (USD16.7bn) and
constructioribuilding (USDL6.7bn).

Total LCMebt outstanding at the end dv Q inyAsia (exJapan, Australia and NZ) stood at UBRn, rising
by 5.6% qoq, withHGand HY debt oustandingdeclining 0.86and 54.% goq, respectivelyWnrated debt
increased 5.%to $17.7bn. China remains the bulk of totalitstanding LCY debt at USP.2n (representing
two-thirds of all LCY dehtiollowed by India (USB5tn) and South Korea (USD 1.5tn).

State of the Asian leveraged loan market

Asian leveraged loan debt, excluding developed market Assa,slightiWJSD47.4on in3v Q pvay increase of
5.3% qogbut a decline of 23.% yoylLeading sectors iBv Q lisguancavere chemical{USDL3.4bn), finance

(USDr.%bn), andtransportation(USD6.3bn). Leveraged loan issuance was primarily usedrfgject financing
(USD19.4bn) andrepayment of debt{(USD6.7bn). Sponsored loan dealss a percentage of issuantcethe

third quarter, slightly increased tat.8% (from 3.2% for2v Q mof dealsby dollar amount Year to date,
leveraged loan issuance totaled USA5.1on.

Looking ahead, heightened market risks could lead to a rapid deterioration in the quality of leveraggd loa
fSIRAY3 (2 t26SNI NBO2OSNE NI G084 GKIYy Ay LI &G R24yQ
has been a year of innovation in the Asian CLO market, the negative market trends that have very much been
in evidence in the third quarterpald also have a dampening effect on the Asian leveraged loan market going

into 2019.
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G3 ex DM Asia: Total Outstanding by Country
2018:Q3
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G3 ex DM Asia: Total Issuance by Country
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G3 ex DM Asia: Outstanding by Sector
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G3 ex DM Asia: Total Issuance by Sector
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G3 ex DM Asia: HY Outstanding by Rating

G3 ex DM Asia: HY Issuance by Rating
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2. LCY Asia ex Developed Market Asia (Japan, Australia and Ne

Zealand)
2.1.] / SE 5a !&AlyY ¢20F 22/, SE 5a !&aAly ¢2il

5
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LCY ex DM Asia: Issuance by Sector

LCY ex DM Asia: Issuance by Currency
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LCY ex DM Asia: Outstanding by Country
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3. All Asia

Total Issuance & OutstandingG3 and LCY for Asia (including Japan, Australia and New Zealand)

Total G3 issuance in Asia (including Japan, Australia and New Zealand) was USD 77.7bn in the third quarter of
HaMy S | aG§SSL) RSOtAYS 2F nopodx: 12l FYR cndx>x &28¢
decline of 52.3% goqg and 63.2% yoy;istvance was USD 7.0bn, a decline of 66.3% qoq and 72.3% yoy; and
unrated issuance was USD 18.1bn, a decline of 15.5% qoq and a 34.3% yoy. Year to date, G3 issuance includin
developed market Asia totaled USD 379.1bn, on pace to be well below the higbs6and 2017.

LCY debt issuance, including Japan, Australia, and New Zdelatwl USD 424.5bn in the third quarter of

2018, a decline of 17.5% goq and 29.5% yoy, comprised of USD 298.5bn in HG issuance, USD 5.0bn in H®
issuance and USD 121.0bn in uathissuance. Year to date, LCY debt issuance totaled USD 1.5tn, a decline of
12.1% from the first three quarters of 2017.

Keyhighlights are as follows

1) EM currency weaknessoupled with differing policy responses throughout the region, has
resulted inyields diverging across the Asian markef&ghtening in Malaysia and the Philippines
and the rupee (INR) weakness in India, has led to rising LCY yields in these cquiiisiesign
that USD strength has run its course, coupled with the attractive yiefd offer, could attract
renewed inflows into these countries. On the other hand, China has responded with policy
stimulus and besides, there is no indication that the renminbi (CNY) has bottomed. Uncertainties
still abound with respect to the future diction of the trade war and UShinese relations across
the spectrum. This could keep Chinese assets on the defensive.

2) On the other handsome of the negatives on the PRC macro front are offset by the fact that China
is a leading player in the green bonmhrketglobally According to the Climate Bonds Initiative, a
G2d4Ft 2F ! {5 Mooy AYy [/ KAYySaS 3INBSYy o2yRa 4l a
bonds being issued globally in the same peKdte figure has since risen to over USD 100bn i
total issuance in the first nine months of the year). In addition to green bonds, the opening of the
G.2yR [/ 2yyS0OGé OKIFIyySt T2N T2NBAIYy AygSadySy
overseas investor accesswihe local Chinese markets, its@ a positive which should support
Chinese domestic issuance at the margin.
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G3 All: Issuance G3 All: Outstanding in Asia
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3300 !ftY I D LaadzdyOS 34Do 'ffY I D hdziadlyRA
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z

35.bo !ttty | LaadzyOS 36.Do !tfY I, hdziadl yRA
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LCY All: Total Issuance in Asia
2010 - 2018:Q3

3,500,000 ~$ millions

= HY
3,000,000

= HG

2,500,000 = NR
2,000,000
1,500,000
1,000,000
500,000
0

YTD 2017 2018
2010 2011 2012 2013 2014 | 2015 2016 2017 2018 Q3

Source: Dealogic

Page| 9




' P4
asifmaz

Growing Asia’s Markets

4. Chinag Domestic

Total Issuance & OutstandingDomestic CNY issuance

Total domestic CNY issuance stood at USD 139.5bn in the third quarter of 2018, down 11.1% from the second
guarter (USD 157.0bn) and 31.7% yoy (USD 204.5bn). By tenor, 71.4% gfi#nies issuance (USD 99.7bn)

would mature in five years or less, followed by thé@¥year bucket (USD 24.1bn, or 17.3% of issuance). By
sector, finance led issuance totals (USD 52.3bn), followed by construction (USD 15.8bn) and real estate (USD
15.0bn).Year to date, domestic issuance totaled USD 423.2bn, a decline of 6.0% from the first three quarters
of 2017. Outstanding domestic CNY debt stood at USD 12.1tn at the end of third quarter 2018, with sovereigns
leading totals (USD 7.0tn), followed by ficgals (USD 2.9tn) and industrials (USD 959.7bn).

Some of the same factotbat underpinned issuance earlier in 2018 should ensure that despite the marginal
falls on a qog and ydyasis, overall Chinese domestic issuance should remain healthy in absolute terms. These
factors are as follows:

a) Sovereign panda issuance, some of it linked to the Belt and Road Initiative (BRI), should continue to
be robust, going forward.

b) Refinancing regirements across the board for the property sector, LGFVs and banks/financial
institutions¢ given the large volumes of maturing debt, should also support issuance.

c) Finally, at a time of great economic uncertainty, Chinese authorities would not bedasqul to see
economic growth slow down too sharply. A range of stimulus measures, aimed at supporting both
consumer spending and investment, will also result in greater volumes of debt from a range of issuers,
at the margin.
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Domestic CNY All: Total Domestic Issuance
2010 - 2018:Q3
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Domestic CNY All: Total Outstanding
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Domestic CNY All: Outstanding By Rating
2018:Q3
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Domestic CNY All: Outstanding By Remaining Tenor
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Domestic CNY All: Total Issuance by Sector
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Domestic CNY All: Total Outstanding By Sector
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5. Chinac CNH

Key trends in offshore renminbi (CNH) and the dim sum bond markets

The pace of offshore issuance slowed even further in the third quarter from the second quarter; an equivalent

of USD 2.0bn in CNH bonds were issued, a decline of 36.2% qoq but an increase of 7.7% yoy. In terms of tenor,
transactions with tenors of-yearsor lessaccounted for83.7% of third quarter issuance. HG deals rated AA
totaling USD 502.5mn had the highest rating share among deals (25.7%). In terms of sector, real estate was
0KS fFNBSad AaadsSNIAYy ovQamy ¢! fakcampuesyUsSD 87 RmMn). Years S R
to date, offshore issuance totaled USD 8.9bn, a decline of 48.6% from the first three quarters of 2017.

Looking ahead, there is some hope that there could be a revival of dim sum bond issuance, on a combination
of factors:

a) The HK quthorit[es hgvp providedjnceptives for certjfied green bond issuance out of thheAsits
O2yasSljdsSyO0Ss GKSNB O2dzZ R S I FfdNNE 27 3
a

3 S i d > d 0 G INESy
GDNBFGSNI . @ I' NBlé¢ yR GKS . wL AYyAGAFGABS

N

d

b) As onshoredebt financing gets more expensive, or the L&Dominateddebt markets prove
inaccessible, ChinesssuerfD2 dzf R 6S GSYLIWISR G2 GFL) 6KS GaRAY &

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

Hong Kong 909 Aug1s| CNH deposits rose slightly in Hong Kong, South Kanek,

Singapore 203 Jun-18| Taiwanin the most recent data ending thinird quarter

Taiwan 46.8  Jul-18| 2018, although total deposits remain relatively low overall.

Korea, Republic of 15  Aug-18

'L‘J“’.‘emb‘?urg 98  AGIS The total of dim sum bonds outstandirgjood at USD
nited Kingdom 10.3 Jun-18 ) .

France 32 pec-15| 242bnat the end of thethird quarter, a small increasef

0.1% gogbut a decline of 6.%yoy.

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 6.687 =USD 1.0, GBP 1.30=USD 1.0
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CNH All: Total Outstanding
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CNH All: Outstanding By Rating
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57./ bl 1ffY L&aadzZad yOS o6& 58/bl 1 ffY h{iB8602HMNRAY3

CNH All: Total Outstanding By Sector
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6. Spreads, Credit & Total Return

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

AsianHGbondspreads tradedviderin 3v Q from the secondquarter (147bps vs138bps) USand European

HG bonds traded similarly, at119 bps and116 bps respectivel. This was slightly wider than the second
guarter: for 2 Q mhe US averaged 118ps andEurope averaged 10Bps.US HY spreads were broadly
unchanged aB46bps in3v Qmy NBX Qimy #S s &2t S 9 dzNB LISby $0 bpstp 3540pINS I R &
from 327 bps over the same period. Asian HY spreads underperformed significantly, wide®i@@lps at
theendofdv Qmy 480N &t theendokv Qmy &

The recent volatility in global markets could continue to keep Asian cspd#iads on the defensive for the

rest of 2018. Longeterm, going into 2019, a great deal will hinge on how quickly markets stabilizany

event, the Asian credit markets may well be the first to normalize, given the recent underperformance,
particulaty in the HY space. Moreover, on a relative value (RV) basis, Asia continues to offer value compared
to the US and Europe, which is yet another reason to remain constructive on Asia.
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FaAl | LJANY RSa k 52¢gy 3
Standard & Poor's Asia Upgrades/Downgrades ex DM Asia
2012 - 2018:Q3
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RSaZ 5a ! aAl

6.10. &ALy ! LJAN} RSa 9 VAN 8F SNIHYRYNR 9 t 2
Upgrades Country Date Rating
Hitachi Ltd. Japan 8/7/2018 A

PT Perusahaan Listrik Negara (Persero) (Republic of Indonesia) Indonesia 8/20/2018 BBB-
EMECO Holdings Ltd. Australia 9/11/2018 B
Bright Food (Group) Co. Ltd. China 7/18/2018 BBB
Health and Happiness (H&H) International Holdings Ltd. China 9/10/2018 BB+
ITOCHU Corp. Japan 7/13/2018 A
Christchurch International Airport Ltd. New Zealand 9/18/2018 A-
New Energy Group Ltd. Australia 9/20/2018 A-
Downgrades Country Date Rating
China South City Holdings Limited Hong Kong 7/30/2018 B-
Tianjin Binhai New Area Construction & Investment Group Co. Ltd. China 9/11/2018 BBB
Tata Motors Ltd. India 7/26/2018 BB
Beijing Automotive Group Co. Ltd. China 8/30/2018 BBB+
Zhenjiang Transportation Industry Group Co. Ltd. China 9/11/2018 BB-
Wuxi Construction and Development Investment Co. Ltd. China 9/11/2018 BBB
China Huarong Asset Management Co. Ltd. China 8/28/2018 BBB+
Yida China Holdings Ltd. China 8/21/2018 B-
Guorui Properties Ltd. China 9/7/2018 B-
Chongging Nan'an Urban Construction & Development (Group) Co. Ltd. China 9/11/2018 BBB
Zhongrong Xinda Group Co. Ltd. Hong Kong 7/13/2018 B
Qinghai Provincial Investment Group Co. Ltd. China 9/6/2018 B+
Tianjin Infrastructure Construction & Investment Group Co. Ltd China 9/11/2018 BBB+
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1. 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. Unless otherwise noted, all issuance are-teng debt. High grade transactions are defined as

0N yal OliAazya 6AGK | 5ekal o? grdar thinrs BBBSO indy dnSldde uviatédd y 3
transactions based on issuer and desk notes. High yield transactions are defined as transactions with a
5SIf23A0 aSTFSOUADBSE NIGAYy3I 2F SldzZf 2N f &dhich (Kl
issuer and desk notes. Unrated deals are those deals with no effective rating from Dealogic.

G! £t ! arsk NBARSEAYOSR8 a4 o0SAy3a | O2NLRNIGS o02yR Aaa
Asia, regardless of market, including domesgovereign, subovereign, mediunrterm notes, and agencies

are also included from issuance, while supranational and ABS/MBS issuers are excluded from issuance. Loans
are excluded from issuance as well.

G5aé¢3> 2N 58S@Sf 2LISR al NJihia Ddalagic ldeal natigh@lity dzinSAusirdi Jagan,R S |
YR bS¢g %SIHflFIyR® G9E 5a ! aAlé ogAff NBFSNI G2 | ff
from Australia, Japan, and New Zealand.

F

Do RSFfta FINBE RSTAYSREEl (iXKdzaia $iINBS2 NI S 1S4 AAW o0d I1Stxt | 102
gwdellnes with a tranche currency in US dollar (USD), European euro (EUR), or Japanese yen (JPY) There me
SEA&G RSEHfT& 6AGKAY al!lff ! aAl £ A aatdateyid fankieligibleiand NB |
therefore not included in G3 tables but may be included in all other@8rexclusive tables.

G[/ . €3 2NI£20Ff OdNNByOes INB RSTAYSR & | adzoasi

5

G3 and LCY dealseanot mutually exclusive and may overlap (e.g., in the case of Japanese JPY deals).
All issuanceare denoted in USD equivalents based on exchange rates as of the issue date of the bond.

Outstanding

Outstanding figures are sourced from Bloomberg and amrall bonds from its corporate securities database,
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 basedxchange rates as of quartend.

hdziadl yRAYy3 Do RSIFfa FNBE RSFAYSR | &ddzoaSia 2F RSI ¢
2F GKS F2dzNJ NX dAy3a | ISYyOASEAY CAGOK wliAy3Jazllaa22Re!
(USD), European euro (EUR), or Japanese yen (JPY). Deals that are not rated by one of the four rating agencie
60K2aS RSFHfa gAGK | . f22Y0SNH O2YLRaAGS NrdAy3a 27
between rank ineligible deals artbose deals with no rating; a close analysis of the data reveals that the
FAIAzZNBE F2N RIFIGFE SEOftdzRRAY3I aNlyl AySta3aaotsSé RSH
Bloomberg are similar.
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11.,13,15,17,19,1.11,,1.13.,1.15,,1.17.,1.18.

Data are sourced from Dealogic.

Laadz yOS o6& O2dzyiNE Aa RSGUSNXYAYSR o0& 5SIf23A0Qa R
Issuance by tenor is determined by years of maturity at issuance.

Laddd yOS o0& aS002NI Aa RSTAY DR DIDEDHS ITNRHADBYE 4D $ WRN
uz . ft22Y0SNHQa {SOU2NJ ANRdzZLIAYy I D

12.,14.,16.,18.,1.10.,1.12.

Data are sourced from Bloomberg.

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

. f22Y0SNH N3 (G4KS I @SNIF3IS 2F NIXdAy3aa | aaArdaySR oe
minimum of two ratings must be givento abond before 02 YLI2 aAGS NI GAy3 A& ISy SN
GAGK | aAy3atS NIXGAy3 FaaAdySR o6& GKS F2dzNJ NF GAy3
any of the four.

Outstanding by tenor are based on current tenor as quafief R @  dirttliid&s§Hede bonds with no listed
maturity date and perpetuals.

2. LCY Asia ex Developed Market Asia (Japan, Australia and New Zealand)
2.1.-2.4.

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

3. All Asia
3.1.¢3.9.

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

4. Domestic CNY
Issuance

Bond transactions for CNY are sourced from Dealogic and are defined as all issued debt denominated in
renminbi (CNY) and in the domestic debt markets. -@&hominated deals issued in the euroydmn, or
international markets are excluded. There are no restrictions on deal type and will include supranationals,
mediumterm notes, money market notes, securitisations, and commercial paper debt. Due to the lower
restrictions in CNY issuance, Gid¢Yiominated 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 markefNYdenominated deals issued in the euro, foreign, or
international debt markets are excluded. Deals include corporate high grade bonds, high yield bonds,-medium
term notes, money market and commercial paper debt. The combination of CNH and CNY delat @schall
minority of dualcurrency deals that are netlomestic, nordim sum debt.

All outstandings are denoted in USD equivalent based on exchange rates as of-godrter
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4.1.¢4.8.

Issuance data are sourced from Dealogic in accordance to teei@specified in Section 5. Outstanding data
are sourced from Bloomberg in accordance to the criteria specified in Section 5.

5.CNH
Issuance

Bond transactions for CNH are sourced from Dealogic and are defined as all debt denominated in renminbi
(CNY)ssued and in the euro, foreign, or international debt markets. -@éhominated deals issued in the
domestic market are excluded. There are no restrictions on deal type and will include supranationals,medium
term notes, money market notes, securitisatioasid commercial paper debt. Due to the lower restrictions in
CNH issuance, CMl¢nominated deals outside of Section 5 and 6 are a subset of the deals contained in Section
5 and 6.

All issuance are denoted in USD equivalents based on exchange ratéhassiie date of the bond.

Outstanding

Bond transactions for CNH are sourced from Bloomberg and are defined as debt denominated in CNY and
issued in the euro, foreign, or international debt markets. @iYominated deals issued in the domestic
market areexcluded. Deals include corporate high grade bonds, high yield bonds, mestimnmotes, money

market, securitisations, and commercial paper debt. The combination of CNH and CNY debt exclude a small
minority of duatcurrency deals that are nedlomestic, mn-dim sum debt.

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

5.1.¢5.8.

Issuance data are sourced from Dealogic in accordance to the criteria specified in Section 4. Outstanding data
are sourced from Bloomberg in accordance to the criteria specified in Section 6.

6. Spreads, Credit Quality & Total Return
6.1.¢ 6.2. GlobalCorporate Spreads

High grade and high yield US and European corporate spreads are sourced from Bank ofMareti¢aynch
(ICE BofAMLindices. Spreads are over government debt.

US high grade spreads are sourced fi@a BofAMREAS Corporate Index (COAQ) and tracks the performance

of US dollar denominated investment grade corporate debt publicly issued in the US domestic market.
vdzk f AF@AY3a ASOdzNARGASEA Ydzaad KF@S +y Ay@SadyYSohi 3INI
at last 18 months to final maturity at the time of issuance, at least one year remaining term to final maturity
as of the rebalancing date, a fixed coupon schedule and a minimum amount outstanding of USD 250 million.
Original issue zero coupon bonds}4a securities (with and without registration rights), and pakind
securities (including toggle notes) are included in the index. Rixdldating rate securities are included
provided they are callable within the fixed rate period and are at leastyear from the last call prior to the

date the bond transitions from a fixed to a floating rate security. Contingent capital securities, including those
with automatic principal writedown provisions, are included in the index provided they do not have
automatic common equity conversion, unless the conversion is activated by a regulatory authority in which
case they are included. Other hybrid capital securities, such as those that potentially convert into preference
shares, those with both cumulatiaexd norcumulative coupon deferral provisions, and those with alternative
coupon satisfaction mechanisms, are also included in the index. Securities issued or marketed primarily to
retail investors, equitfinked securities, securities in legal defaultphyg securitizedcorporates, Eurodollar
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bonds (USD securities not issued in the US domestic market), taxable agdketapt US municipal securities
and DRD eligible securities are excluded from the index.

European high grade spreads are sourced fi@BBofAMIQ& 9 dzNR2 / 2N1LR2 NI} 68 LYyRSE
performance of EUR denominated investment grade corporate debt publicly issued in the Eurobond or Euro
member domestic markets. Qualifying securities must have an investment grade rating (based orage aver
2T az22ReéQazx {3t YR CAGOKOXE G flrad my Yz2yldkKka G2
remaining term to final maturity as of the rebalancing date, a fixed coupon schedule and a minimum amount
outstanding of EUR 250 million. Oridiiesue zero coupon bonds and gdaykind securities, including toggle
notes, are included in the index. Callable perpetual securities qualify provided they are at least one year from
the first call date. Fixetb-floating securities also qualify providétey are callable within the fixed rate period

and are at least one year from the last call prior to the date the bond transitions from a fixed to a floating rate
security. Contingent capital securities are included in the index provided they do not hasat@matic
common equity conversion feature; these securities with triggers activated by a regulatory authority, including
conversions into equity, qualify for inclusion. Also qualifying for inclusion are contingent capital securities with
principal writedown triggers. Hybrid capital securities qualify for the index, including those potentially
converting into preference shares, those with both cumulative and-cumulative coupon deferral
provisions, and those with alternative coupon satisfaction medrasi Euro legacy currency, eqlityked

and securities in legal default are excluded from the Index. Securities issued or marketed primarily to retail
investments do not qualify for inclusion in the index.

US high yield spreads are sourced fi@®& BofAMD A ! { | A3K ,AStR LYRSE 61 n! n
of US dollar denominated below investment grade corporate debt publicly issued in the US domestic market.
Qualifying securities must have a below investment grade rating (based on an average ofMoady { 3t |y
Fitch), at last 18 months to final maturity at the time of issuance, at least one year remaining term to final
maturity as of the rebalancing date, a fixed coupon schedule and a minimum amount outstanding of $100
million. In addition, qualifyig securities must have risk exposure to countries that are members of the FX
G10, Western Europe or territories of the US and Western Europe. T8&FXcludes all Euro members, the

US, Japan, the UK, Canada, Australia, New Zealand, Switzerland, Nodwaweden. Original issue zero
coupon bonds, 144a securities (with and without registration rights), andirplind securities (including

toggle notes) are included in the index. Callable perpetual securities are included provided they are at least
one yar from the first call date. Fixetb-floating rate securities are included provided they are callable within

the fixed rate period and are at least one year from the last call prior to the date the bond transitions from a
fixed to a floating rate securityContingent capital securities, including those with automatic principal write
down provisions, are included in the index provided they do not have an automatic common equity
conversion, unless the conversion is activated by a regulatory authority it wase they are included. Other
hybrid capital securities, such as those that potentially convert into preference shares, those with both
cumulative and norcumulative coupon deferral provisions, and those with alternative coupon satisfaction
mechanisms, 1@ also included in the index. Securities issued or marketed primarily to retail investors;equity
linked securities, securities in legal default, hybrid securitized corporates, Eurodollar bonds (USD securities
not issued in the US domestic market), taxabihd taxexempt US municipal securities and DRD eligible
securities are excluded from the index.

European high yield spreads are sourced fi@E BofAMDA 9 dzNR | A3K , ASt R LYRSE
performance of EUR denominated below investment gradgpaate debt publicly issued in the euro
domestic or eurobond markets. Qualifying securities must have a below investment grade rating (based on an

I SN 3S 2F az22Re&Qasx {3t IyR CAGOKOXZ G tSIhaim my Y
gualifying securities must have at least one year remaining term to final maturity, a fixed coupon schedule
FYR F YAYAYdzY FY2dzyid 2dziaidlyRAy3a 2F 9!w mnn YAffA
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