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US treasury yield dropped sharply during the 2nd UK-Brexit debate in London 

 China’s latest industrial production increased 5.7% in the first two months of 2019. 
This is the weakest growth since 17 years. Remarkable, China’s official 10-year 
bond yield did not move much, it stayed at around 3.13%

 The Chinese and global stock market did as well not react much. Market 
participants are very complacent. They expect that the massive Chinese fiscal 
and monetary stimulus will keep China’s GDP above 6%. 

 Therefore the biggest shorter-term risk for bond markets is that one of the 
political crisis (e.g. BREXT, China/US or US/Eurozone trade war) will escalate. 

 Another risk is that the FED might remind market participants that they are only 
on hold and they did not stop the rate hiking cycle. We would, however, add that 
the global growth is still slowing, the US policy rate is at around a neutral level 
and that US GDP growth is as well slowing down but still robust. Therefore a 
reassessment of the US rate level in autumn stays our base scenario.

 We, therefore, still believe that corporate high yield bonds should deliver the 
coupons over the next 6-9 months and that the impact from spread widening and 
yield changes should be minor.

US and Asian high yield corporate bonds rose around 6.4% in 2019

US 10-year  treasury yield keeps falling A drop of the US 10-year treasury yield of more than 7 basis points during one 
trading day is very unusual. There were two events during this mini bond rally: 
Theresa May’s BREXIT defeat and softer US CPI data. Both might have had an 
impact, but the outcome of the voting in the UK was expected and the US CPI 
number only narrowly missed expectations.

 It is rather “risk on” and the positive correlation between US equities and bonds. 
Equities went further up which was supported by the mini bond rally. While the 
US 10-year yield broke out of its trading rage (i.e. the yield is below 2.64%) the US 
equity market did not mage to break out of its trading range.

 For US 10-year yields we see now slightly higher levels and a test of the new 
resistance level at around 2.64%. Meanwhile, we have seen spread widening in 
US high yield bonds, this was however overcompensated by lower yields. The 
Bloomberg Barclays US corporate high yield index has risen around 6.4% since 
the beginning  of the year. The small decline of this index after the strong US 
macro indicators at the beginning of March is already overcompensated.

 Asian high yield bonds rose since January as well around 6.4%, while overall 
global high yields  increased by 5.8% 
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IG / EMERGING MARKETS 
UPDATE: Country Garden Holdings

Bond Parameters:

 Country: China
 Industry: Real Estate
 Rating (Fitch): BBB- / stable outlook
 Coupon: 7.125%
 Maturity:  27.01.2022
 Indicative Bid-Ask:  103.75 – 104.25
 Yield to Maturity: 5.51% 
 Issue Size:  425 mln
 LTV: 60%

Company Profile:

 Country Garden operates as a real estate development company. It develops and 
markets high-rise residential building, low-rise apartments, villas, commercial facilities 
and office buildings, The company also operates in the area of building renovation, 
property investment and property management. 

Financial Indicators :

 Revenues : 351’094 $ mln (2018); 281’051$ mln (2017)
 EBITDA: 68’029 $ mln (12018); 57’343 $ mln (2017) 
 EBITDA Margin: 19.4% (2018); 20.4% (2017)
 Net Debt: 57’131 $ mln (2018) 52’851 $ mln (2017)
 Net Debt / EBITDA: 0.84x (2018); 0.92x (2017)

Investment Rationale:

 Country Garden has just released its February 2019 single month contracted sales 
figure: The YoY sales grew by 8.4%

 The real estate sector in China is still growing at a solid pace. The fiscal stimulus 
program provides access to cheap credits which boosts the sales and revenue 
growth in the real estate sector.

 Both presented companies are profitable and have a solid balance sheet. and both are 
rated BBB- with a stable outlook.

 Country Garden’s net debt to EBITDA ratio stayed below 1 time, which is outstanding.
 The profitability is compared to Shimao lower but Country Garden’s EBITDA margin of 

around 20% is very solid for a real estate company.
 The recommended bond went after the publication of the February sales figures 

further up. We consider a yield to maturity of 5.5% as attractive. Selectively, where it 
makes sense in a portfolio context, we keep buying this bond.

Price Development:

We appreciate your interest.

If you like to read more, please contact us.

Disclaimer
These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the
recipient. This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the
best of its knowledge and belief. Although information and data contained in this document originate from sources
that are deemed to be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does
not accept any liability for losses that might occur through the use of this information. The BR does not purport to
contain all of the information that may be required to evaluate all of the factors that would be relevant to a recipient
considering entering into any transaction and any recipient hereof should conduct its own investigation and analysis.
In addition, the BR includes certain projections and forward-looking statements. Such projections and forward-
looking statements are subject to significant business, economic and competitive uncertainties and contingencies,
many of which are beyond the control. Accordingly, there can be no assurance that such projections and forward-
looking statements will be realised. The actual results may vary from the anticipated results and such variations may
be material. No representations or warranties are made as to the accuracy or reasonableness of such assumptions or
the projections or forward-looking statements based thereon. This document is expressly not intended for persons
who, due to their nationality or place of residence, are not permitted access to such information under local law. It
may not be reproduced either in part or in full without the written permission of BF.
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IG / EMERGING MARKETS 
UPDATE: Shimao Property Holdings

Bond Parameters:

 Country: China
 Industry: Real Estate 
 Rating (Fitch): BBB-
 Coupon: 6.375%
 Maturity:  15.10.2021 
 Indicative Bid-Ask:  103.35 -103.75
 Yield to Maturity: 4.94%
 Issue Size:  820 mln
 LTV: 60%

Company Profile:

 Shimao Property Holdings is a Hong Kong-based investment holding. It operates 
through two segments. The property development and investment segment is mainly 
engaged in the investment and development of residential and commercial properties 
for sale and rental. The hotel operation segment is engaged in the operation of hotels. 
Its hotels include Le Royal Meridien Shanghai, Hyatt on the Bund and Crowne Plaza 
Shaoxing, among others.

Financial Indicators :

 Revenues : 87’310$ mln (2018); 77’175$ mln (2017)
 EBITDA: 22’333$ mln (2018); 19’927$ mln (2017) 
 EBITDA Margin: 25.5% (2018); 25.8% (2017)
 Net Debt: 61’021 mln (2018) 59’097$ mln (2017)
 Net Debt / EBITDA: 2.74x (2018); 3.1x (2017)

Investment Rationale:

 The company has just released its 2018 key figures. The contracted sales increase by 
41% YoY while the contracted sold area rose by 25% YoY.

 The EBITDA rose around 19% in 2018 slightly below the revenue growth which 
increased around 24%. 

 This growth is well financed as the net debt to EBITDA ratio decreased from 3.1 times  
to around 2.7 times. This is still a solid value and keeps room for further growth. This is 
as well reflected in the investment grade rating.

 The price for our recommended bond went further up. The yield to maturity is now 
below 5% for this bond which matures in 2021. This is still a good yield for an 
investment grade rated bond. But, compared to Country Garden where the EBITDA 
margin is lower but the balance sheet is stronger and the yield is higher we prefer to 
deploy new money to Country Garden. 

 We would therefore at the moment not recommend to increase positions in Shimao. If, 
however, the price falls and the yield goes back to 5.5% we would opportunistically 
add to existing positions.

Price Development:

We appreciate your interest.

If you like to read more, please contact us.

Disclaimer
These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the
recipient. This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the
best of its knowledge and belief. Although information and data contained in this document originate from sources
that are deemed to be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does
not accept any liability for losses that might occur through the use of this information. The BR does not purport to
contain all of the information that may be required to evaluate all of the factors that would be relevant to a recipient
considering entering into any transaction and any recipient hereof should conduct its own investigation and analysis.
In addition, the BR includes certain projections and forward-looking statements. Such projections and forward-
looking statements are subject to significant business, economic and competitive uncertainties and contingencies,
many of which are beyond the control. Accordingly, there can be no assurance that such projections and forward-
looking statements will be realised. The actual results may vary from the anticipated results and such variations may
be material. No representations or warranties are made as to the accuracy or reasonableness of such assumptions or
the projections or forward-looking statements based thereon. This document is expressly not intended for persons
who, due to their nationality or place of residence, are not permitted access to such information under local law. It
may not be reproduced either in part or in full without the written permission of BF.
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Speculative / EMERGING MARKETS 
UPDATE: Global Liman Isletmeleri AS

Bond Parameters:

 Country: Turkey
 Industry: Ports 
 Rating (Fitch): B2 / stable
 Coupon: 8.125%
 Maturity:  15.11.2021 
 Indicative Bid-Ask:  97.8 – 98.20
 Yield to Maturity: 8.89%
 Issue Size:  250 mln
 LTV: 0%

Company Profile:

 Global Liman Isetmeleri AS is a cruise and container port operator based in Turkey. The 
company operates three ports in Turkey (cruise and ferry). In addition it controls a 
commercial port in Montenegro (stake 64%), a cruise port in Barcelona (stake 62%), one 
in Malta (56% stake) and indirectly the cruise port in Malaga (80% stake through the 
cruise port in Barcelona). In addition the company operates four  ports in Italy, one in 
Portugal and Singapore. The average remaining life time of the concession is 15 years. 
The company recently has singed a contract to operate for 15 years the port of Havana. 

Financial Indicators :

 Revenues : 124.8$ mln (2018); 116.4$ mln (2017)
 EBITDA: 83.7$ mln (2018); 75.3$ mln (2017) 
 EBITDA Margin: 67.1% (2018); 64.6% (2017)
 Net Debt: 267.3 mln (2018) 227.5$ mln (2017)
 Net Debt / EBITDA: 3.2x (2018); 3.1x (2017)

Investment Rationale:

 The company is a market leader for curies ports in the Mediterranean sea. It as just 
released its 2018 financial result. The company’s revenue has risen by 7.2%. Even after 
adjusting for the weaker lira which added 5% to the revenue, there was still growth of 
2.2% although Turkey is in a recession

 The company reported as well a record EBITDA which rose by 12.7% YoY (thereof 
currency +10.6%). 

 The company profits from its oversee ports. Almost 50% of its revenue is generated 
outside Turkey. The management believes that the cruise business will continue to 
grow over the next years and that they are well positioned to profit from this 
development.

 A key risk is the container activity in Turkey, which is around 40% of the revenue. Not 
only is there pressure from the slowing Turkish economy but also in 2028 the license 
for the port will expire. 

 The presented bond is secured by several guarantees of operating subsidiaries, which 
represent around 60% of the companies revenue. 

Price Development:

We appreciate your interest.

If you like to read more, please contact us.

Disclaimer
These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the
recipient. This document was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the
best of its knowledge and belief. Although information and data contained in this document originate from sources
that are deemed to be reliable, no guarantee is offered regarding the accuracy or completeness. Therefore, BF does
not accept any liability for losses that might occur through the use of this information. The BR does not purport to
contain all of the information that may be required to evaluate all of the factors that would be relevant to a recipient
considering entering into any transaction and any recipient hereof should conduct its own investigation and analysis.
In addition, the BR includes certain projections and forward-looking statements. Such projections and forward-
looking statements are subject to significant business, economic and competitive uncertainties and contingencies,
many of which are beyond the control. Accordingly, there can be no assurance that such projections and forward-
looking statements will be realised. The actual results may vary from the anticipated results and such variations may
be material. No representations or warranties are made as to the accuracy or reasonableness of such assumptions or
the projections or forward-looking statements based thereon. This document is expressly not intended for persons
who, due to their nationality or place of residence, are not permitted access to such information under local law. It
may not be reproduced either in part or in full without the written permission of BF.
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These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the recipient. This document
was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the best of its knowledge and belief. Although
information and data contained in this document originate from sources that are deemed to be reliable, no guarantee is offered regarding
the accuracy or completeness. Therefore, BF does not accept any liability for losses that might occur through the use of this information.
The BR does not purport to contain all of the information that may be required to evaluate all of the factors that would be relevant to a
recipient considering entering into any transaction and any recipient hereof should conduct its own investigation and analysis. In addition,
the BR includes certain projections and forward-looking statements. Such projections and forward-looking statements are subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there
can be no assurance that such projections and forward-looking statements will be realised. The actual results may vary from the
anticipated results and such variations may be material. No representations or warranties are made as to the accuracy or reasonableness of
such assumptions or the projections or forward-looking statements based thereon. This document is expressly not intended for persons
who, due to their nationality or place of residence, are not permitted access to such information under local law. It may not be reproduced
either in part or in full without the written permission of BF.
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