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What is private placement bond?

 Generally issued to few qualified institutional Generally issued to few qualified institutional 
investorsinvestors

 No approval or registration procedureNo approval or registration procedure

 Few disclosure requirementsFew disclosure requirements
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Public offering VS private placement

Regulation

Issuer


 

Generally registered


 

Comply with required issuer 
qualifications

Investor

 

Institutional investors like 
bank, insurance company


 

Individual investors


 

No registration requirement


 

Generally not required


 

Qualified institutional 
investors

Public offering Private placement
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Public offering VS private placement

Credit rating

Resale


 

Credit rating required


 

Allow trading in exchange 
market and selling to 
individual investors

Disclosure 
 

Strict public disclosure 
required


 

Not necessary but many 
issuers prefer credit ratings to 
reduce financing cost


 

Resale between qualified 
institutional investors


 

No public disclosure required, 
but disclosure to bond holders 
is necessary 

Public offering Private placement
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Overseas private placement bond market
Overseas private placement bond market has gradually recovered since 
financial crisis

Source:
 

Bloomberg, From 2001-2010
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Issuers

No rating

54%

Below

Investment

Grade

23%

AA

2%

AA+

1% AAA

3%

AA-

2%A+

3%A

3%

A-

3%

BBB+

3%

BBB

3%

Others
2.73%

Non banking 
financial 

institutions
12.15%

Banks
14.92%

Governments 
and 

government 
agencies
3.25%

Special 
purpose 
entities
33.60%

Industrial
28.59%

Multinational 
organizations

0.49%

Public utilities
4.27%

Issuer type (by number of deals) Issuer credit rating (by number of deals)

Source:
 

Bloomberg, from 2001-2010
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Investors
Taking US private placement bond market as an example

144A Private Placement

 Any bank or savings and loan 
association holding at least $100m 
securities and has an audited net 
worth over $ 25m

 Any insurance company, investment 
company, trust fund or business 
development company holding at 
least $100m securities 

 Investors need accrue higher reserve 
ratios for bond investment

Traditional Private Placement

 Major investors are large institutional 
investors like insurance companies

 No listing or registration is required 
with better confidentiality

 Contributed to build up a 
cooperative relationship with long 
term institutional investors
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Underwriters and other agencies

Authority

Issuer

Lawyer

underwriter
Qualified 

Institutional 
investors

Auditor

Financing 
needs

Bond 
structure

Rating 
agency 

Marketing

Pricing 
Issuance

Certification

Coordination
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Sinochem Hong Kong US$2bn global bond offering
Sinochem HK’s 
inaugural offering 
in the 
international 
bond market 

The largest-ever 
international 
bond transaction 
from a Chinese 
issuer

The first-ever 
international 
bond transaction 
from a Chinese 
non-listed 
corporation 

The largest multi-
 tranche Asian G3 

corporate bond 
transaction since 
Aug 2009


 

On November 5, 2010,
 
UBS acted as joint lead manager 

and joint bookrunner
 
on a US$2 billion RegS

 
/ 144A 

10-
 
and 30-year dual tranche senior notes offering 

(the “Transaction”) for Sinochem Hong Kong (Group) 
Co., Ltd. (“Sinochem HK”

 
or the “Company”) 


 

This benchmark transaction
 
is the inaugural offering of 

Sinochem HK in the international bond market. It is 
also

 
the largest-ever international bond transaction 

from a Chinese issuer, the first-ever international 
bond transaction from a Chinese non-listed 
corporation, and the largest multi-tranche Asian G3 
corporate bond transaction since Aug 2009


 

The transaction reflects
 

UBS’
 

solid partnership with 
Sinochem HK and Sinochem Group, participating in 3 
DCM/M&A transactions for the Group in the past 12 
months


 

The initial pricing whisper was set at “low-200s”
 
for the 10-

 year tranche and “mid-200s”
 

for the 30-year tranche.
 
 

Despite benchmark US Treasury yield declines and
 
 

uncertainty over the Federal Reserve QE2 program details, 
the orderbook

 
grew steadily and ended multiple times

 
 

oversubscribed to allow the joint bookrunners
 
to announce 

the formal guidance at T10+212.5-225bps/T30+240bps area, 
and final guidance at T10+210bps area/T30+230bps area 
(+/-

 
2bps)


 

The bond was priced at tight end of guidance on the back 
of robust investor demand. Final orderbook

 
was 2.9x

 
 

oversubscribed at US$4.4bn for the 10-year tranche and 
6.9x oversubscribed at US$3.45bn for the 30-year tranche, 
with participation from over 310 high quality accounts 
globally


 

The proceeds of the issue will be used for working capital, 
refinancing of short term loans, capital expenditures and 
general corporate purposes

Joint Lead Manager and Joint Bookrunner

Nov 2010
USD 2,000mm

 4.500% due 2020 / 6.300% due 2040

Key Information
Pricing Date 5-Nov-10

Issuer Sinochem Overseas Capital Company 

Guarantor Sinochem Hong Kong (Group) Co., Ltd.

Security US$ Senior Notes

Issuer Ratings Baa1  / BBB+ / BBB+

Issue Ratings Baa1  / BBB+ / BBB+

Maturity Date 12-Nov-20 / 12-Nov-40

Size US$2,000,000,000

Format RegS / 144A

Coupon 4.50%(10yr) / 6.30%(30yr)

Yield 4.567%(10yr) / 6.336%(30yr)

Offer Price 99.467(10yr) / 99.519(30yr)

Denomination 100K+1K  

Listing Hong Kong 

Governing Law New York Law 

Joint Bookrunner UBS          
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Distribution Analysis
Distribution by Geography

Fund 
manager 

72%

Insurance 
companies 

13%

Private banks 
6% Banks 

4%
Corporates 

4%

Others 
1%

Asia
39%

Europe
13%

US
48%

Asia
29%

Europe
16%

US
55%

Fund manager 
67%

Central bank 
12%

Banks 
8% Insurance 

companies 
8%

Corporates
3%

Private bank 
2%

10-year

10-year

30-year

30-year

Distribution by Investor Type
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CITIC Pacific’s US$150 million 12-year private placement
The transaction enabled the issuer to secure longer term maturity financing 
at a lower cost than public bond

Sole book runner and structurer

•
 

In August 2010,
 
UBS acted as the sole book runner and deal structurer

 
for a US$ 150million 12-year private 

placement for CITIC Pacific 

•
 

This private placement transaction enabled CITIC Pacific to secure longer maturity financing than public financing 
at a much lower rate (The maturity for this transaction is 12 years while the longest

 
maturity issuers can normally obtain for 

US$ bonds via public financing is 10 years) 

•
 

With diversified business activities in both mainland China and Hong Kong, CITIC Pacific is listed in Hong Kong Stock 
Exchange as a constituent of the Hang Seng

 
Index. The investor of this transaction is a large Chinese fixed income fund 

•
 

As the sole bookrunner
 
for this transaction, UBS has solicited interest from investors

 
at a very early-stage. After obtaining 

positive feedback, UBS immediately started the execution process, assisting both parties in terms discussion, deal structure 
design and  documentation 

•
 

With CITIC Pacific’s reputation and sound track-record in Greater China, the investor signed a “big boy letter”
 
before the 

transaction, which effectively simplified the documentation process and due diligence process 

•
 

At the same time, as private placement transaction does not need
 
to go through roadshow and marketing process, it 

significantly reduced the execution time and transaction costs. From sign-off to closing, it only took the transaction 
two weeks to complete

•
 

This transaction has not only provided the issuer with more favorable interest and maturity financing,  but it also reduced 
execution time and satisfied the investor’s need for high-quality, long-term investment in the Great China region

Key information
Pricing date August 2010
Securities US$ Senior Notes 
Maturity 12 years
Issuance size US$150 million
Format RegS

 
Only 

Coupon rate 6.900%
Sole book runner & Sole structurer UBS Investment Bank
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Overview of domestic bond market
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Domestic bond market milestone

16 Jan 1981 Treasury bonds

1983 Enterprise bonds

1985
Senior bonds of commercial banks

1994 Senior bonds of policy banks

16 Jun 1997

22  Apr 2008

Launch of interbank bond market

Subordinated bonds of commercial banks2004
Short-term notes and "Panda bonds"

2005

14 Aug 2007
MTNs

Corporate bonds

Oct 2010 Exchange bond market open to listed commercial banks

Oct 2010 Launch of China "CDS"
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Domestic bond trading market

Private Placement

market

Interbank bond market

 Financial bonds

 MTNs

 Short-term notes

Treasury 
Enterprise 
bonds

Exchange Market

 Corporate bonds
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Issuers

Banks
9.06%

Capital
goods

26.57%

Transport
ation

10.87%
Energy
6.76%

Utility
10.51%

Material
15.94%

Multi-
financial
6.64%

Others
13.65%

Data source: Wind Terminal, 2010

A-
0.17%

A
1.49% A+

3.14%

AA-
22.98%

AA
37.85%

AA+
26.94%

AAA
7.44%

Issuer type (by number of deals) Issuer credit rating (by number of deals)
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Investors

commercial

banks

77.47%

funds

6.62%

individual

investors

0.90%

exchange

1.54%
insurance

companies

10.45%

security

companies

0.71%

credit

corroboratives

2.31%

Major investors in interbank bond market (by volume)

Data source: China bond, Oct.2010
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Current situation

Current private 
placement bonds in 
China include  
subordinated bonds 
issued by bank, 
insurance company 
and security 
company 

There is NO private placement 

for non-financial enterprises!
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What will private placement bring?

“Policy ceiling"

Complicated approval procedure

Financing difficulties of SMEs

Lack of bond variety 

Make It Easier
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Recommendations
Private placement is one of major financing channels in overseas bond market
China can consider gradually loosening restrictions for private placement bond


 

Exempt the 40% net asset 
limitation 


 

Allow flexibility of bond structure 
and covenants based on bilateral 
demand


 

Registration is necessary

 

Loosen requirements of UOP for 
these private placement bonds

Approval 
procedure

Product 
structure


 

No limitation on minimum 
issuance size


 

Bond structure and covenants 
are negotiated between 
investors and issuers depending 
on need


 

Generally no approval or 
registration required

US Practice Recommendations for China
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Recommendations

Preparation 
for issuance


 

Simplify issuance document 
requirements


 

Credit rating is not mandatory


 

Few documents required


 

Credit rating is not mandatory

US Practice Recommendations for China


 

Only certificated institutional 
investors are allowed to purchase


 

Compulsory documents, including 
signing of letter of commitment

Investors


 

Professional institutional 
investors with good grasp of 
information and strong risk 
awareness


 

Detailed requirements on QIBs
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Recommendations

Disclosure

 

Information disclosure is required 
to bond holders, public disclosure 
is encouraged


 

Necessary disclosure is only 
required to bond holders 

US Practice Recommendations for China


 

Allow resale between QIBs


 

Allow listing in secondary market, 
but can only be resold to QIBs

Liquidity

 

No listing in secondary market 
is required, and resale is limited 
to QIBs
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Overview of Hong Kong RMB Eurobond market
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Overview of Hong Kong RMB Eurobond market
2010 marks a watershed year for RMB bond raisings in the international market with the ability 
for international corporations to issue RMB-denominated bonds outside of China mainland

2007

August 2010

McDonald’s became 
the first international 
corporation to issue 
RMB bonds

January 2007

Mainland financial 
institutions allowed to 
operate RMB 
businesses in Hong 
Kong

May 2009

Allowed Hong 
Kong banks’

 mainland 
subsidiaries to 
issue RMB 
bonds in Hong 
Kong

July 2007

China Development 
Bank issues first ever 
RMB bond in Hong 
Kong, raising RMB5bn

September 2009

Issuance of RMB 
bonds by Ministry 
of Finance

July 2009

Initiated trial districts 
for cross boarder RMB 
settlement in Hong 
Kong

Bank of East Asia 
becomes first non-PRC 
bank to issue RMB 
bonds, raising RMB4bn

2010
February 
2010

Hong Kong 
Monetary 
Authority 
expanded the 
scope of RMB 
business in 
Hong Kong

March 2010

Individuals and 
enterprises from 
mainland allowed to 
carry out direct 
investments in RMB in 
Hong Kong

June 2010

Expanded the 
pilot cities for 
cross border 
RMB trade 
settlement 

July 2010

People Bank of China 
signed the “Agreement for 
Settlement of RMB 
Operations by Banks in 
Hong Kong”

 
with Bank of 

China (Hong Kong) 

In addition, a 
supplementary 
memorandum of 
understanding has also 
been signed with Hong 
Kong Monetary Authority 
to expand the scope of RMB 
trade settlements

Hopewell Highway became 
the first Hong Kong 
corporate to issue RMB 
bonds

2008 2009

0
20
40
60
80

100
120
140
160

04-Mar 04-Sep 05-Mar 05-Sep 06-Mar 06-Sep 07-Mar 07-Sep 08-Mar 08-Sep 09-Mar 09-Sep 10-Mar 10-Sep

0

20

40

60

80

100

Deposits (RMB bn)(Left) No. of authorized institutions engaged in RMB business

Historical high: 149bn

The market capacity for RMB bonds in 
Hong Kong continues to increase

Source: The Hong Kong Monetary Authority, UBS Securities, as of 12 November 2010 
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RMB offshore bond issuance recap

Issuers of RMB 
offshore bonds 
have been 
restricted to 
Chinese sovereign / 
quasi-sovereign 
entities and Chinese 
banks before 
2H2009

The market then 
witnessed RMB 
issues by several HK 
banks

RMB retail bonds issued

Date Bond issuance bodies 
Issue Size 
(RMBmn) Coupon rate Tenor Investor 

RMB Retail Bond  

Issued by inland banks 

3,000 2.70% 3 years Retail + Institutional Investors 
Oct-10 CDB 

2,000 3M Shibor+10bps 3 years Institutional Investors 

2,200 2.650% 2 years Retail + Institutional Investors 
Sep-10 Bank of China 

2,800 2.900% 3 years Retail + Institutional Investors 

Aug-09 China Development Bank 2,000 2.45% 2 years Retail + Institutional Investors 

Sep-08 Bank of China 3,000 3.25%/3.40% 2/3 years Retail + Institutional Investors 

Sep-08 China Construction Bank 3,000 3.24% 2 years Retail + Institutional Investors 

Aug-08 Export-Import Bank of China 3,000 3.40% 3 years Retail + Institutional Investors 

Jul-08 Bank of Communications 3,000 3.25% 2 years Retail + Institutional Investors 

Sep-07 Bank of China 3,000 3.15%/3.35% 2/3 years Retail + Institutional Investors 

Aug-07 Export-Import Bank of China 2,000 3.05%/3.20% 2/3 years Retail + Institutional Investors 

Jul-07 China Development Bank 5,000 3.00% 2 years Retail + Institutional Investors 
Issued by inland subsidiary banks of Hong Kong banks    

Aug-09 HSBC (China) 2,000 2.60% 2 years Retail + Institutional Investors 

Jul-09 Bank of East Asia (China) 4,000 2.80% 2 years Retail + Institutional Investors 

Jun-09 HSBC (China) 1,000 3M Shibor+38 bps 2 years Institutional Investors 

Issued by Central Government 

Oct 2009 Ministry of Finance in China 6,000 2.50%/2.70%/3.30% 2/3/5 years Retail + Institutional Investors 
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RMB offshore bond issuance recap (cont’d)

The first RMB 
Eurobond offering 
by foreign 
corporates were 
completed in July 
2010

Meanwhile, foreign 
banks (including 
foreign branches of 
Chinese banks) have 
started to tap the 
offshore RMB 
market more 
frequently in the 
form of CDs

RMB Eurobonds issued

Date Bond issuance bodies 
Issue Size 
(RMBmn) Coupon rate Tenor Investor 

RMB Eurobond  

Issued by foreign corporates 

Nov 2010 China Resources Power 2,000 2.90%/3.75% 3/5 years Institutional Investors 

Oct 2010 Sinotruck 2,700 2.95% 2 years Institutional Investors 

Aug 2010 McDonald’s Corp 200 3.00% 3 years Institutional Investors 

July 2010 Hopewell Highway Infrastructure 1,380 2.98% 2 years Institutional Investors 

Issued by foreign banks 

Nov 2010 UBS (Hong Kong) 200 2.50% 2 years Institutional Investors 

Nov 2010 UBS (Jersey) 140 0.50% 5 years Institutional Investors 

Oct 2010 Export and Import Bank of Korea 200 0.75% 5 years Institutional Investors 

Oct 2010 Asian Development Bank 1,200 2.85% 10 years Institutional Investors 

Sep 2010 Bank of China (Hong Kong) 5,000 2.65%/2.90% 2/3 years Institutional Investors 

Sep 2010 Deutsche Bank (Hong Kong) 200 2.00% 2 years Institutional Investors 

Issued by foreign banks (CD) 

Sep 2010 ICBC Asia 2,000 2.25% 2 years Institutional Investors 

Sep 2010 Bank of Tokyo-Mitsubishi UFJ 20 1.98% 1 year Institutional Investors 

Sep 2010 China Development Bank  
(Hong Kong) 

1,600 1.95%/2.10% 1/2 years Institutional Investors 

Aug 2010 Hang Seng Bank 380 1.75% 1.5 years Institutional Investors 

Aug 2010 HSBC 114.5 2.00% 1.5 years Institutional Investors 

Jul 2010 Citic Bank International  500 2.68% 1 year Institutional Investors 
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Transaction Highlights: 


 

On November 8, 2010,
 
UBS AG, Hong Kong Branch (“UBS HK”) 

issued an RMB-denominated, 2-year, 2.5% fixed rate senior 
notes (the "Transaction"). UBS acted as the sole bookrunner

 for this transaction


 

This landmark transaction
 
marks

 
the inaugural debt offering 

of UBS HK in the RMB Eurobond market


 

The transaction demonstrated
 
UBS’

 
strong commitment to

 
 

the development of the Hong Kong off-shore RMB bond 
market as it validates this market as a viable source of 
funding for financial institutions and other issuers 
worldwide


 

The Transaction was issued particularly to capitalize on the 
increasing demand from UBS Wealth Management clients 
for RMB-denominated products. It showcases UBS’

 unparallel capability and commitment to offer investment 
opportunities to UBS Wealth Management clients who are 
keen to broaden their investment produce scope to include RMB-

 denominated products from high quality issuers


 

On the back of the strength of the UBS Wealth Management 
distribution network, the Transaction was upsized to RMB 
200mm

 
from the initial size RMB 100mm

UBS’
 
dominance in the RMB market: 


 

UBS has been one of the most active participants in the
 
 

development of China's debt capital markets, having won the 
first QFII license issued by the PRC government in 2003 and 
subsequently lead-managed the first RMB bond in early 2008


 

UBS has consistently been one of the top underwriters in the 
domestic RMB bond market for issuers locally and abroad

Key Information
Pricing Date 8-Nov-10

Issuer UBS AG, Hong Kong Branch 

Issuer Rating Aa3 / A+ / A+

Format EMTN 

Status RMB Fixed Rate Senior Unsecured Notes 

Tenor 2-year

Maturity Date 22-Nov-12

Coupon 2.50%

Size RMB 200mm

Yield 2.500%

Offer Price 100.000%

Denomination RMB 100K+10K  

Listing N.A. 

Governing Law English Law 

Sole Bookrunner UBS AG, Hong Kong Branch         

UBS Hong Kong RMB200mm, 2-year Eurobond Offering
UBS Hong Kong’s 
inaugural debt offering 
in the RMB Eurobond 
market

Demonstrated UBS’
 strong commitment to 

the development of the 
Hong Kong off-shore 
RMB bond market

Initial size of 
RMB100mm was 
upsized to RMB200mm 
on the back of strong 
reverse inquiry within 
UBS Wealth 
Management network  

Capitalizing on 
increasing demand 
from UBS Wealth 
Management clients 
provided significant 
liquidity 

November 08, 2010
 UBS Investment Bank

Sole Bookrunner



29

This presentation has been prepared by UBS Securities Co. Limited and/or its affiliates (together, “UBS”) for the exclusive use of the party to whom UBS delivers this presentation (the 
“Recipient”) using information provided by the Recipient and other publicly

 
available information. UBS has not independently verified the information contained herein, nor does UBS make 

any representation or warranty, either express or implied, as to
 
the accuracy, completeness or reliability of the information contained in this presentation. This presentation should not be 

regarded by the Recipient as a substitute for the exercise of its own judgment and the Recipient is expected to rely on its own due diligence if it wishes to proceed further. 

The valuations, forecasts, estimates, opinions and projections contained herein involve elements of subjective judgment and analysis. Any  opinions expressed in this material are subject to 
change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria. This presentation 
may contain forward-looking statements. UBS undertakes no obligation to update these

 
forward-looking statements for events or circumstances that occur subsequent to such dates or to 

update or keep current any of the information contained herein. Any estimates or projections as to events that may occur in the future (including projections of revenue, expense, net income 
and stock performance) are based upon the best judgment of UBS from the information provided by the Recipient and other publicly

 
available information as of the date of this presentation. 

Any statements, estimates or projections as to UBS’
 
fees or other pricing are accurate only as at the date of this presentation. There is no guarantee that any of these estimates or projections 

will be achieved. Actual results will vary from the projections and such variations may be material. 

This presentation may also contain references to UBS Research. The UBS Research Department produces research independently of all other UBS business areas and UBS Securities Co. Limited 
divisions and no other person or department within UBS may directly or indirectly offer or guarantee coverage by Research. 

Research is produced for the benefit of the firm’s investing clients.  The primary objectives of each analyst in the research department are: to analyse
 
the companies, industries and countries 

they cover and forecast their financial and economic performance; as a result, to form opinions on the value and future behaviour
 
of equity and equity-linked securities issued by the companies 

they cover; and to convey that information to UBS’
 
investing clients.  Each issuer is covered by the Research Department at its sole discretion.

Nothing contained herein is, or shall be relied upon as, a promise or representation as to the past or future. UBS, its affiliates, directors, employees and/or agents expressly disclaim any and all 
liability relating or resulting from the use of all or any part of this presentation or any of the information contained therein

 
except where stated otherwise in any signed engagement letter or 

other contract between UBS and the Recipient. 

By accepting this presentation, the Recipient acknowledges and agrees
 
that UBS is acting, and will at all times act, as an independent contractor on an arm’s length basis and is not acting, and 

will not act, in any other capacity, including in a fiduciary capacity, with respect to the Recipient. UBS, in its capacity as principal or agent, is involved in a wide range of commercial banking and 
investment banking activities globally (including investment advisory, asset management, research, securities issuance, trading (customer and proprietary) and brokerage) from which conflicting

 interests or duties may arise. UBS may provide services to any other entity or person whether or not a member of the same group as the Recipient (a “Third Party”), engage in any transaction 
(on its own account or otherwise) with respect to the Recipient or a Third Party, or act in relation to any matter for itself or

 
any Third Party, notwithstanding that such services, transactions or 

actions may be adverse to the Recipient or any member of its group, and UBS may retain for its own benefit any related remuneration or profit.

This presentation has been prepared solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. The 
Recipient should not construe the contents of this presentation as legal, tax, accounting or investment advice or a recommendation. The Recipient should consult its own counsel, tax and 
financial advisors as to legal and related matters concerning any transaction described herein. This presentation does not purport to be all-inclusive or to contain all of the information that the 
Recipient may require. No investment, divestment or other financial decisions or actions should be based solely on the information in this presentation.

This presentation has been prepared on a confidential basis solely for the use and benefit of the Recipient; provided that the Recipient and any of its employees, representatives, or other 
agents may disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of the transaction and all materials of any kind (including opinions or other tax 
analyses) that are provided to the Recipient relating to such tax treatment and tax structure.  Distribution of this presentation to any person other than the Recipient and those persons retained 
to advise the Recipient, who agree to maintain the confidentiality of this material and be bound by the limitations outlined herein, is unauthorized. This material must not be copied, 
reproduced, distributed or passed to others at any time, in whole or in part, without the prior written consent of UBS.

©
 
UBS 2010. All rights reserved. UBS specifically prohibits the redistribution of this material and accepts no liability whatsoever for the actions of third parties in this respect.

Disclaimer
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