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China Onshore Bond Market Overview

«  Bonds are issued and traded in two different markets in China - interbank market and

exchange market.

* Interbank market is an OTC market with institutions as major participants.
*  Exchange market involves both individual and institutional investors.

*  The interbank market has been playing the main role for the recent years with >95%

share .

Interbank Market Structure

« The large selection of China’s Interbank market products mainly include:

. Government bond

. Central bank note

. Local government bond
. Financial bond

. Corporate bond

Outstanding volume at

2015 Year End

In RMB Trillions
1.72

46.6

H Interbank market

Exchange market

Source: NAFMII, Chinabond 2015

Issuance in 2015

In RMB Trillions

1.23

H Interbank market

Exchange market

International institution bond
Government-backed institutional bond NAFMII
Medium-term note
Commercial paper

Asset-backed notes Shanghai Clearing House

Trading volume in 2015
Secondary
market

Primary market
In RMB Trillions

126.7
Intermediaries:

Lead underwriter

(mainly commercial
banks)
Law firm

589.2
219 Credit rating agency

Accounting firm

H Interbank market

Exchange market
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Onshore RMB Market

«  PBOC has undertaken a series of easing measures to stimulate economic recovery.

*  One-year benchmark lending rate was cut to 4.35% in last October.

« Reserve Requirement Ratio (RRR) has been cut several times since last year.

« Recently, PBOC has taken measures to control liquidity in the market with the aim to ease leverage. Therefore, the
yield on short tenor bonds is expected to rise in the recent weeks.

y Market Performance( 3 Year)
Multiple Interest Rate Cuts by PBOC (As of 2016-9-29)
YTM

Deposit

DATE Rate

2015-10-24 4:0.25%
2015-8-26 4.0.25%
2015-6-28 4:0.25%
2015-5-10 4.0.25%
2015-2-28 4:0.25%

2014-11-22 4.0.25%

Lending
Rate

4:0.25%
4.0.25%
4:0.25%
4.0.25%
4:0.25%

4.0.40%

Rate
Short-term
1 Year 4.35%
Mid to long-term
1-5 Year 4.75%
Over 5 Year 4.90%

Type

Treasury bond 2.43% (November 23)

O OIS 2.68% (December 1)

bond

Policy bank 3.15% (December 1)

Credit AAA Corp 4.83% (November 29)
Secondary Market Performance (3 Year) On December 1

Type YTM

Treasury bond 2.6437%

Local government 2 7937%

bond

Policy bank 3.1729%

Credit AAA Corp 3.5931%

Source: Wind
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« The onshore bond yield has been continuously declining since 2014.

«  Since the end of 2015, the fallen onshore yields from China’s rate cuts have made funding costs in China’s domestic
bond market more attractive to international issuers.

Interest rate curve of domestic market Interest rate curve of domestic market
China central government bond & CDB bond Corporate bond AAA & AA+
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History of Panda Bond

* Panda Bond is a RMB-denominated bond issued by foreign institutions in China’s Bond Market.

« Different type of Issuer, the authorities and issuance requirements are different.
» Panda Bond issued by Sovereign Institutions need to be approved by PBOC and registered with NAFMII.

> Panda Bond issued by financial institutions is supervised by PBOC.

» Panda Bond issued by corporate is supervised by NAFMII.

2005 2006 2009 2013 2014 2015 2016
| | | | | I I )

The first two IFCissued ADB issued RMB Daimler AG Daimler AG, Bank of China (Hong BC Province successfully
Panda bonds RMB 870 1 billion Panda registered as the first Kong) issued the first 1 issued RMB 3 billion
were issued by IFC million panda bond to support RMB 5 billion, corporate issuer, billion financial panda Panda bond.
and ADB on the bond. clean energy with Bank of issued RMB 500 bond in September Chong Hing Bank issued
same date in projects in China. China as the million panda HSBC(HK) thereafter RMB 1.5 billion Panda
October, with size sole lead bond and the issued 1 billion financial bond.
of RMB 1.13 underwriter. second RMB 1 panda bond. China Resources Land
billion and 1 billion Panda Daimler AG issued its 5 Limited issued RMB 5
billion billion RMB Panda bond.

respectively.

bond.

China Merchants(HK)
publicly issued the first
500 million panda bond.
Standard Chartered Bank
issued 1 billion RMB
Panda bond.

Republic of Korea issued 3
billion RMB Panda bond.

billion Panda bond.
SMIC issuedRMBS6 billion
Panda bond.

Daimler AG issued RMB 4
billion Panda bond.
Poland issued RMB3
billion Panda Bond.
Veolia issued RMB1
billion Panda bond.
Hengan International
issued 2 billion Panda
bond

China resources cement
issued 3.5 billion Panda
bond




Primary Issue of Sovereign

Sovereign Issuer (in billion RMB)

Issue Amount

Tenor

Issue Date

Coupon

Issuer Ratings

China's Rating

Lead Manager

Bookrunner

Law Firm
Account Firm
Issuance Type

Use of Proceed

Trading Market

Poland

Prov. Of British Columbia (Canada)

3 3
3Y 3Y
Aug,2016 Jan,2016
3.4% 2.95%
A2/BBB+/A- Aa3/AAA (Stable)
(Moody’s/S&P/Fitch) (Moody’s/S&P)
AAA -
CCXI

BOC, HSBC(CHINA) BOC, HSBC(CHINA)

BOC-Lead bookrunner BOC
HSBC- joint bookrunner

A&O/Zhonglun King & Wood Mallesons

Public Offering Public Offering

Offshore Offshore

Interbank bond market Interbank bond market

South Korea

3
3Y
Dec,2015

3.00%
Aa3/AA-(Stable)

(Moody’s/S&P)
AAA

CCXI

BOCOM, HSBC(CHINA), CITI(CHINA),
GOLDMAN(CHINA),
STAN(CHINA)

BOCOM

Global Law Office/BKL

Public Offering

Onshore/Offshore

Interbank bond market
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Disclaimers

Bank of China Limited (which is authorised by the Financial Services Authority Limited in the United Kingdom) is acting, in relation to any invitation, offer or agreement to subscribe,
purchase or otherwise acquire the securities or financial products described in the Material, on its own account and/or for issuers of such securities or financial products and no-one
else and will not regard any other person (whether or not a recipient of the Material or other information) as its client in relation to any such invitation, offer or agreement and will
not be responsible to any such other person for providing the protections afforded to clients of Bank of China Limited or for providing any advice in relation to any such invitation,

offer or agreement.

The securities or financial products described in the Material have not been and will not be offered in any member state of the European Economic Area (an “EEA State”) except in
circumstances which do not require the publication by the issuer of such securities or financial products, or by BOC group, of a prospectus pursuant to the requirements of Directive
2003/71/EC of the European Parliament and the Council, as amended by Directive 2010/73/EU and otherwise (the “Prospectus Directive”) and as implemented in such EEA State and,
accordingly, such securities or financial products will not be offered or sold to any persons in any EEA State otherwise than by way of an offer addressed (i) solely to qualified investors
(as defined in the Prospectus Directive, to the extent implemented in such EEA State); and/or (ii) to fewer than 100 or, if the EEA State has implemented the relevant provision of
Directive 2010/73/EU, 150, natural or legal persons (other than qualified investors, as so defined) or (iii) in any other circumstances falling within Article 3(2) of the Prospectus

Directive, to the extent implemented in such EEA State).

This Material is protected by copyright. No part of it may be modified, reproduced, transmitted and distributed in any format for commercial or public use without BOC Ltd’s prior

written consent.

* If the presentation materials fall within the definition of “investment research” under Paragraph 16.2 (f) of SFC’s Code of Conduct for Persons Licensed by or Registered with the
Securities and Futures Commission, then we have to make disclosure in the form set out in “Disclosure for Research Report and Presentation”. “Investment research” includes
documentation containing any of the following: (i) result of investment analysis of securities; (ii) investment analysis of factors likely to influence the future performance of securities,

not including any analysis on macroeconomic or strategic issue; or (iii) advice or recommendation based on any of the foregoing result or investment analysis.




