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statistics for new issues since 2008 offers some insights on
the investor profiles of offshore China/HK USD and RMB
bonds.
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bonds remained to exhibit significant differences from that of
China/HK USD bonds, such as the RMB bonds have a very high
concentration of Asia-based investors, but their investor base
continues to expand, including increased participation from
insurers.
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comparison, investor profile of offshore RMB bonds from
non-China/HK issuers resembles more of that of the USD bond
market, highlighting the potential of offshore RMB bonds to
further expand their investor universe.
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The 2012 YTD offshore USD and RMB bond new
issuance from China/HK-based issuers

China/HK-based issuers have been playing a
more significant role in the Asian ex-Japan
offshore bond market lately. For the year of
2011, USD bond issuance out of China/HK made
up 38% of the total of Asia ex-Japan USD bond
issuance.

We have seen a very busy new issue market so
far this year (see Fig. 1). The total new bond
issuance from China/HK issuers, including off-
shore USD, RMB (dim-sum) and convertible
bonds, has reached a total of $24.4 billion (USD
equivalent) from the first four months, up 38%
from the $17.7 billion total from the same pe-
riod of last year. The dramatically improved
risk appetite since the beginning of the year,
coupled with sustained low rates offshore, has
provided a favorable market environment for
corporate issuers.

The surging offshore bond issuance from Chi-
na/HK-based issuers started in 2010. We can
find the issuance volume rose by more than
150% in 2010 ($41.4bn) from 2009 ($16.2bn),
and kept at a high level ($39.2bn) in 2011
(slightly lower than 2010). Details reveal that
2010 had the highest volumes in both USD and
CB issuance, while 2011 saw a rapid growth in
dim-sum bonds. The USD bond and CB issuance
fell in 2011, due to the global financial market
turmoil during the second half that had ruined
the new issue market. Improvements of the
market in the new year has been the main
factor driving the revival of the new issue
market so far. We expect 2012 could end with a
record volume in the offshore bond issuance
from China/HK-based names.

The 2012 YTD new issuance from the China/HK
sector has a few highlights. The USD bond is-
suance has been particularly strong. The YTD
USD bond volume was at $20.2 or 83% of the
total YTD new issuance, as comparing to the
$22.1bn total for the entire year of 2011. A
number of sizable issues from Hong Kong con-
glomerates and Chinese SOEs (state-owned
enterprises) have boosted this year’s figure.
The pace of dim-sum bond issuance was com-
parable to that of the last year. A total of RMB
24.5bn ($3.6bn equivalent) has been issued so
far or 29% of the annual total RMB 84.8bn
($13.1bn equivalent) in 2011. In the CB space,
new issuance has been quite low so far with
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only $0.58bn in total or only 15% of the last
year’s annual total.

In addition, investment-grade (IG) issuance has
dominated the new issue market so far. IG vo-
lume has accounted for about 82% of the YTD
China/HK total issuance. While we saw some
recovery in the HY market after essentially a
drought during the second half of 2011, HY
issuance made up only 18% of the YTD total, as
comparing to the overall historical rate of 29%.
China/HK property developers have again been
the most active ones in the HY new issue sector
for both USD and dim-sum bonds.

Updated investor profiles for the China/HK
USD and dim-sum bond markets

We have been using new issue allocation sta-
tistics to probe the investor profile of the
China/HK USD and dim-sum bond market. Our
study is based on the allocation data available
to us from 138 new China/HK USD issues and 68
new dim-sum issues since 2008. We profile the
investor base through both investor types and
geographic locations (see Fig. 2). A similar
study from us was published in April 2011,
covering the overall Asia ex-Japan USD and
dim-sum bond markets, as comparing to the
focus on China/HK bonds only this time around.

In the USD bond market, the investor profile
for China/HK new issues is fairly similar to that
of the overall Asia ex-Japan USD new issue
market. Specifically, on average fund investors
make up 54% of a deal’s allocations, private
banks (PB) 20%, banks 14%, insurance 9%, and
others (mainly corporates) 3%. Two minor dif-
ferences between the two investor profiles are
worth of mentioning. Private banking investors
accounted for a bigger share for China/HK USD
new issues (20%) as comparing to the overall
Asia ex-Japan USD issuance (12%), and Asian
investors accounted for 62% in the China/HK
case vs. 50% in the Asia ex-Japan case.

On the other hand, the investor profile of
China/HK dim-sum bonds remains quite dif-
ferent from the USD bond profile. Bank inves-
tors made up 31% of the China/HK dim-sum
new issuance, as comparing to 14% of USD
bonds. This owes to the fact that most of the
dim sum bonds were issued in short tenors (2-3
years) and in the IG space, thus making them
attractive to banks. Geographically, Asian in-
vestors on average had a more than 90% share
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in a China/HK dim-sum deal vs. 62% for USD
bonds, highlighting the strong regional nature of
the market at this moment.

Nevertheless, we do have seen a broadening
investor base in the dim-sum bond market. Par-
ticipations from insurance companies in new
issues have risen, now accounting for 7% of a
deal, approaching the 9% figure in the USD bond
market. We have also seen a gradual growth of
European and offshore US investors. This trend
is expected to continue as London is looking to
become a new offshore RMB center in addition
to Hong Kong.

Another interesting comparison on investor
profiles is between non-China/HK and China/HK
dim-sum bonds (also see Fig. 2). The investor
profile of dim-sum bonds from non-China/HK
(foreign) issuers more resembles that of the
China/HK USD bonds in terms of investor types
(upper panel). The average new issue allocations
were 51% to funds, 22% to PBs, 20% to banks,
5% to insurers and 3% to others, as comparing to
the USD bonds’ 54%, 20%, 14%, 9% and 3%, re-
spectively. In other words, non-China/HK
dim-sum bonds seemed to have attracted in-
vestor participations that were closer to that of
the USD bonds. For us, that means dim-sum
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bonds issued by China/HK-based issuers have
ample opportunities to broaden their investor
profile.
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