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Dear Sir or Madam,
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RE: PBOC, NDRC and CSRC’s Consultation Draft of the Notice on Matters
Related to Handling Corporate Credit Bond Defaults
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On behalf of its members, the Asset Management Group (“AAMG”) of Asia Securities Industry &
Financial Markets Association (“ASIFMA”) is pleased to submit our comments on the Consultation
Draft of the Notice on Matters Related to Handling Corporate Credit Bond Defaults (“bond defaults”)
issued by the People’s Bank of China (“PBOC”), National Development and Reform Commission
(“NDRC”) and China Securities Regulatory Commission (“CSRC”) on 27 December 2019 (“the
Notice”).
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ASIFMA is an independent, regional trade association with over 120 member firms comprising a diverse range of leading financial institutions from
both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together, we harness the shared
interests of the financial industry to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA advocates stable,
innovative, competitive and efficient Asian capital markets that are necessary to support the region’s economic growth. We drive consensus,
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 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 United States and AFME in
Europe, ASIFMA also provides insights on global best practices and standards to benefit the region.
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We welcome and support the effort of PBOC, NDRC and CSRC to improve the mechanism of handling
bond defaults and promote the healthy development of the corporate credit bond market in China.
We observe that the Notice appears to set out the general principles rather than propose specific
regulations in respect of dealing with bond defaults.
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We and our members, being mostly global asset managers, appreciate the direction of the Notice
but would like to see the details of how bond defaults will actually be dealt with under the relevant
regulations or by the relevant authorities so that there would be certainty, which is one of the more
important factors when foreign institutional investors consider whether to invest in bonds issued in
a particular market.
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Paragraph two of the Notice, for example, proposes to establish a trustee system, but it only

provides that the bond issuer has the responsibility of setting up a trustee, which is supposed to
represent bondholders, while not being clear on which party has the power to change the trustee.
Even though the Code of Professional Conduct of Bond Trustees (the “Code”) issued by the

Securities Association of China (“SAC”) on 5 June 2015 gives the bondholders’ meeting the power of
replacing the trustee that is unable to meet its responsibilities, the SAC, as a self-regulatory body,

has limited authority to enforce the Code. Given the obvious conflict of interest between a bond
issuer and a bondholder in the event of default, we suggest that there be clear regulations issued by
PBOC, NDRC and CSRC on that bondholders have the right to change the trustee as well as the
responsibility, rights and obligations of the trustee rather than leave these important matters to be
dealt with in the relevant bond issuing document that is prepared by or for the bond issuer.
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Another area of interest is the jurisdiction or venue where bond defaults would be handled. The
Notice did not mention this important point. While it may be normal in some markets to file a
lawsuit against a bond issuer in the jurisdiction where the bond issuer is domiciled, we are
concerned that such jurisdiction may naturally favour the bond issuer. More important, we are
concerned that not all local courts have the necessary knowledge, expertise and experience to deal
with bond defaults that may involve investors from multiple jurisdictions (including overseas
jurisdictions). To attract more foreign investment in China corporate bonds, we suggest that you
consider specifying that lawsuits related to bond defaults be filed in one of the recognized financial
centers within China.
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In addition, it would also be helpful if the Notice or relevant regulation can specify how judgments
on defaults of Chinese companies’ bonds issued overseas can be enforced in China.
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The foregoing are a few examples of the matters that we think should be covered or addressed in
more detailed regulations than just the Notice.
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We are grateful for the opportunity to comment on the Consultation Draft and look forward to the

issuance of the Notice addressing the matters mentioned in this letter and/or more detailed
regulations to be issued later.
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Please feel free to contact me at Email: eshen@asifma.org or Tel: +852 2531 6570 if you have any

questions or comments.
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Yours sincerely,

7. 34

LK Eugenie Shen

M4 PR Managing Director

RHrEE A4 Head of Asset Management Group

WMAEZ L 5 Rl 12: Asia Securities Industry & Financial Markets Association
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