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Credit Headlines:
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25-Apr-16 Sinopec Group Overseas Development Ltd A+/Aa3/NR USD1bn 3-year CT3+120bps
25-Apr-16 Sinopec Group Overseas Development Ltd A+/Aa3/NR USD900mn 5-year CT5+142.5bps
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Credit Headlines:

CITIC Envirotech Ltd (“CELSP”): CELSP reported its 1Q2016 results for the quarter ending March 2016. Revenue jumped 62.5% y/y to SGD99.5mn. This
was driven by strong growth across its business segments: engineering (+100.0%), membrane sales (+85.7%) and water treatment (+25.9%). Due to the
strong revenue growth, net profits were up 39.1% y/y to SGD12.3mn. The firm generated SGD13.7mn in operating cash flow and was roughly free cash
flow neutral. That said, service concession receivables drew on SGD129.8mn in cash (the counterparties to these are PRC municipal governments).
These were financed via both borrowings as well as the existing cash balance. This drove net gearing higher to 29% (end-2015: 18%). Interest coverage
(based on management’s EBITDA) was 3.2x (end-2015: 4.3x), largely due to the increase in interest expense resulting from additional borrowings.
Management continues to be upbeat about the opportunities in the China water treatment sector given supportive policies. It is worth noting that
management has indicated a desire to engage large scale M&A to extend its asset portfolio. This may potentially pressure CELSP’s credit profile going
forward. CELSP is currently held at Neutral issuer profile. (Company, OCBC)
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