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Who is Pengyuan International?

Pengyuan International is a Hong Kong-based credit rating agency. Licensed by the
Hong Kong Securities and Futures Commission, we are providing credit ratings of global
scale, which is familiar to the market participants.

We are well-positioned to play an active role in the opening-up and upgrade of China’s
capital market.

We are an international arm of CSCI Pengyuan, a 29 years old Chinese domestic credit
rating agency.
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Our Group shareholder is China Securities Credit Investment (‘CSCI’).

CSCI is commissioned by China Securities Regulatory Commission, the securities regulator of China and backed by 35 Chinese
finance companies, e.g. insurances companies and securities firms.
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For full list of shareholders and more details, please visit CSCI'’s official website: https://www.chinacsci.com/zh_chs/about-us/index.html E HHEJTBB%Z
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https://www.chinacsci.com/zh_chs/about-us/index.html

Our Coverage

Figure 1: Sector distribution of rated issuers (2018-2020)
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https://www.pyrating.com/pengyuancms/regulatory-affairs/rating-performance/Credit-Rating-Transition-and-Default-Rate-Research-
2020/CreditRatingTransitionandDefaultRateResearch2020.pdf
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https://www.pyrating.com/pengyuancms/regulatory-affairs/rating-performance/Credit-Rating-Transition-and-Default-Rate-Research-2020/CreditRatingTransitionandDefaultRateResearch2020.pdf

Our Coverage

Figure 2: Rating (issuer FC LTICR) deviation of Pengyuan based on the average of all CRAs as the benchmark
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https://www.pyrating.com/pengyuancms/regulatory-affairs/rating-performance/Credit-Rating-Transition-and-Default-Rate-Research-2020/CreditRatingTransitionandDefaultRateResearch2020.pdf

Snap Shots: China’s Capital Market
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Share of Global Capital Markets (bn USD,

Netherlands, 2380, 2%
Italy, 3582, 3%

Canada, 4007, 4%
Germany, 4329, 4%
France, 5461, 5%
United
Kingdom,

7009, 6%

Australia, 2360, 2%

United States, 48196,
43%

Japan, 13655, 12%

China, 20578, 19%

= Australia = Netherlands = ltaly = Canada Germany =France = United Kingdom =Japan = China = United States

By amount outstanding,
China is ranked the 2nd
place globally

Looking forward, we
don’t expect the market
growth to accelerate, as
it may be of the
regulator’s priority to
optimize the structure
and develop the
infrastructure.

Source: BIS, Bloomberg, Pengyuan International
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Rise of Defaults
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For the onshore market, the default
rate has been going up during
2014-2021 period.

Defaults came down a bit in 2021,
this maybe in contrary to market
perception and credit performance
onshore

The regulatory and business
mentality is shifting gear

Overall market sentiment is still
sound

Source: Pengyuan International, Wind. Bloomberg
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Foreign Holdings

Domestic VS International Holdings in CIBM

3.50%

* Qver 4 trillion CNY international
holdings by January 2022

« Still relatively small but growing
quickly, it's now more than double
compare to the end of 2018

+ Key drivers:
* Indices inclusion
* Favorable FX movements
* Diversification benefits
* Rate gap between China and
the U.S.

= Domestic Holdings = Foreign Holdings

Source: Pengyuan International, Wind. Bloomberg HHEJTBB%Z
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Panda Bond
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Terms of Chinese Cross-border Bonds

Panda Bond Dim-Sum Bond
. T — 4

T

Issuer: onshore China/offshore
China/ Interantional
Issuer: offshore

Chinal/international Denomination: CNH

Issuing venue: offshore
China/international

Denomination: CNY

Issuing venue: onshore China
(interbank market and exchanges
market)

Issuer: onshore China ,
Issuer: onshore China

Denomination: USD

Denomination: USD/EUR

Issuing venue: offshore
China/international

Issuing venue: onshore China
(Shanghai Clearing House)
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Trends of Issuance Dynamics between Panda and Dim-Sum
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https://mp.weixin.qq.com/s/OrQrVERyEYVCw0ImU7RC8Q

Cost Comparison between Panda and Dim-Sum

In 2015-2017, we observed
Dim Sum bond are higher
than Panda bond.

In late 2021, we observed the
similar trend again.

0,0 9, 9. ¥ ., % O9., . 8. L 8. % €. X, % 8 ¥ W, 0¥ O, Ok, 2. @ % N A N .3
O NMOVOEONMOVOEOENMOVEENMOVEINMOVWOEON®MOWOO N
o S < B S < Tl = i B ] < i - B R = (= S o S T - R - S O - S B
NEANG ING NG WOUING NG NG IS SO NG IR NG TG s IRCUING NG OIS NG A g
B WV VO IODNDNDNMMMOOBOOBOONLOLOOLO OO O r»r =
T P ge gw ym ge ge gw gm gm ey e o= e oo NN N NN N NN
@ Q0O &0 O 0 .0 G @9 G QL kL @@
NN NN NNNNNNNENNNNNNNNNNNNNNN
=l Panda average coupon: 3 yrs =<%=* Dim Sum average coupon: 3 yrs

Source: Industrial Research: https://mp.weixin.qqg.com/s/OrQrVERYEYVCwOImU7RC8Q E HHE?TUB%Z\ 14
=| PENGYUAN
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Panda Bond Issuers Profile (International versus Chinese)
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Offshore Chinese issuers are
also a major contributor to the

Panda Bond.

Its participation is meaningful
in a way to iron out the
issuance and trading process
for Panda Bond over time.

E
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Panda Bond Issuers Profile (Geographic Distribution)

World Bank
08/2016

International
Finance Corporation
10/2005
11/2006

Geographical Distribution of Panda Bond Issuers

BC Canada
01/2016
11/2017

National Bank
of Canada
11/2016

VEOLIA Group
09/2016 08/2018
12/2019 06/2020

Crédit Agricole S.A.
12/2019 09/2020
03/2021

Air Liquide Group
03/2018

Note: not all panda bond issuers are included in this graphic

Daimler Group
03/2014 11/2014
04/2015 11/2015

11/2018 08/2019
11/2019 01/2020
06/2020 05/2021

BMW Group
03/2019 07/2019
10/2019 03/2020
07/2020 06/2021

Cassa depositi e
prestiti S.p.A.
07/2019

GLP China
Holdings Ltd
07/2016 10/2017
02/2018 03/2018

10/2018 11/2018
03/2019 07/2020

Trafigura Group
Pte. Ltd.
04/2018 05/2018
09/2018

United Overseas
Bank Limited
03/2019

Bank of Tokyo
Mitsubishi UF)
01/2018

Mizuho Financial
Group
01/2018
Republic of
Korea
12/2015

New Development Bank

03200

Asian Infrastructure
Investment Bank
06/2020

HSBC Bank
(Hongkong) Limited
10/2015

Malayan Banking
Berhad
07/2017
06/2019

Asian Development
Bank
12/2009, 10/2005
03201

Republic of the
Philippines
05/2019

Source: ICMA, NAFMII
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Panda Bond Issuers Profile (By Sector)

Supernationals,

Sovereigns, 4%
LGFVs, 2%

Offshore Chinese issuers are
Fis, 14% also a major contributor to the
Panda Bond.

Its participation is meaningful
in a way to iron out the
Developers, 20% issuance and trading process
for Panda Bond over time.

m Supernationals = Sovereigns = LGFVs Fis Developers = Other Corporates
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Panda Bond Issuers Profile (By Sector)
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B’ Interbank

% Exchange B Exchange
Shanghai Shenzhen

Interbank market of China is
still the dominating issuing
venue of Panda Bond.

Exchange markets are still in
the process of optimizing the
Issuance regulation.

On the side, China has been
working on connecting the
Interbank market and the
exchange market, and
gradually unify or merge the
two.
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Reqgulatory Updates

State Council Financial
Stability Committee

“Bond transaction
guideline for Foreign
Government-related
entity and international
development institutions”

May 2020

Optimize disclosure and
transactional details

Lo
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THE PEQOPLE'S DANK OF CHIMA

PBoC and SAFE

Request for Comments: Rules of Proceed
Management of Foreign Entities Issuing Bond
in China

Dec 2021

Standardizing proceed management,

registration-based free proceed repatriation.

Promote use of RMB and currency risk
hedging

D

MEuEm=
CSRC

China Securities Regulatory

Commission

Feedback to a proposal from the 13"

CPPCC, item 1664.

Feb 2022

Working on rules for Panda Bond
issuance in the exchange markets

(issuer criteria, registration

requirement, accounting standard,
Intermediary management, FX

management, etc)

E
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Contact Us

Terry Zhang
Head of Global Strategy and
Business Management

Mobile/WhatsApp: +852 68955763

Email: terry.zhang@pyrating.com

Disclaimer

Pengyuan Credit Rating (Hong Kong) Company Limited (“Pengyuan International”) publishes credit ratings and reports based on the established methodologies and in compliance with the rating process. For more information on policies, procedures, and
methodologies, please refer to Pengyuan International’s website www.pyrating.com. The information herein does not constitute a commitment by Pengyuan International to assign a credit rating or to provide any other services. Any information herein was prepared
for the benefit and internal use by anyone to whom it is directly addressed and delivered and does not carry any right of disclosure to any third party. All information herein is for discussion purposes only and should be completed with the oral briefing provided by
Pengyuan International. The information herein is subject to change and should be regarded as indicative and for illustrative purposes only.

Pengyuan International prohibits its employees from offering, directly or indirectly, a favorable credit rating, or offering to change a credit rating, to a client as consideration or inducement for business development purposes or for compensation. Pengyuan
International also prohibits its rating analysts from being involved in any fee discussions. All credit ratings and reports are subject to disclaimers and certain limitations. CREDIT RATINGS ARE NOT FINANCIAL OR INVESTMENT ADVICE AND MUST NOT BE
CONSIDERED AS A RECOMMENDATION TO BUY, SELL OR HOLD ANY SECURITIES AND DO NOT ADDRESS/REFLECT MARKET VALUE OF ANY SECURITIES. USERS OF CREDIT RATINGS ARE EXPECTED TO BE TRAINED FOR INDEPENDENT
ASSESSMENT OF INVESTMENT AND BUSINESS DESCISIONS. CREDIT RATINGS ADDRESS ONLY CREDIT RISK. PENGYUAN INTERNATIONAL DEFINES THE CREDIT RISK AS THE RISK THAT THE RATED ENTITY MAY NOT MEET ITS CONTRACTUAL
AND/OR FINANCIAL OBLIGATIONS AS THEY BECOME DUE. CREDIT RATINGS MUST NOT BE CONSIDERED AS FACTS OF A SPECIFIC DEFAULT PROBABILITY OR AS A PREDICTIVE MEASURE OF A DEFAULT PROBABILITY. Credit ratings constitute
Pengyuan International’s forward-looking opinion of the credit rating committee and include predictions about future events which by definition cannot be validated as facts.

For the purpose of rating process Pengyuan International obtains sufficient quality factual information from sources believed by Pengyuan International to be reliable and accurate. Pengyuan International does not perform an audit and undertakes no duty of due
diligence or third-party verification of any information it uses during the rating process. The issuer and its advisors are ultimately responsible for the accuracy of the information provided for the rating process. Users of Pengyuan International’s credit ratings should
refer to the rating symbols and definitions published on Pengyuan International’s website. Credit ratings with the same rating symbol may not fully reflect all small differences in the degrees of risk, because credit ratings are relative measures of the credit risk. NO
WARRATY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS OR COMPLETENESS OF ANY INFORMATION GIVEN OR MADE BY PENGYUAN INTERNATIONAL IN ANY FORM OR MANNER. In no event shall Pengyuan International, its
directors, shareholders, employees, representatives be liable to any party for any damages, expenses, fees, or losses in connection with any use of the information published by Pengyuan International. Pengyuan International reserves the right to take any rating
action for any reasons Pengyuan International deems sufficient at any time and in its sole discretion. The publication and maintenance of a credit ratings are subject to availability of sufficient information. Pengyuan International may receive compensation for its
credit ratings, normally from issuers, underwriters or obligors. The information about Pengyuan International’s fee schedule can be provided upon the request. Pengyuan International reserves the right to disseminate its credit ratings and reports through its website,
Pengyuan International’s social media pages and authorized third parties. No content published by Pengyuan International may be modified, reproduced, transferred, distributed or reverse engineered in any form by any means without the prior written consent of
Pengyuan International. Pengyuan International’s credit ratings and reports are not indented for distribution to, or use by, any person in a jurisdiction where such usage would infringe the law. If in doubt, please consult the relevant regulatory body or professional
advisor to ensure compliance with applicable laws and regulations.

Copyright © 2020 by Pengyuan Credit Rating (Hong Kong) Company Limited. All rights reserved.
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