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HONG KONG (S&P d obal Ratings) Nov. 7, 2016--China's stepped up scrutiny of
its independent refiners, known as "teapots,"” could benefit regional oi
refiners. That's according to a report, titled "China's Tougher "Teapot"
Measures Coul d Ease The Strain On Asian Refiners,"” that S&P d obal Ratings
publ i shed today.

"Asian refining margins may start to rise again following China's tightening
of its teapot neasures," said S& d obal Ratings credit analyst Danny Huang

Margins fell across Asia in the first half of 2016 nostly due to an increase
in the volunes of oil products from China. Mich of the increase in these
exports stemed indirectly from China granting teapots the right to inport and
use crude oil for the first time, which led to increased exports fromthe

nati onal oil conpanies.

The Chi nese governnent's slow ng of approval of inmport rights for crude oil
and ensuring the paynent of consunption tax and the phasing-out of small
capacity coul d reduce throughput at sone refineries. That could rein in the
supply in the regional nmarket and ease the nargin pressure on Asia's oi
refining industry.

"W believe that the worst is over for Asian refiners," said M. Huang. "Asian
refiners have perfornmed well this year due to inventory gains and good
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chem cal spreads. W expect themto maintain their strong financial

performances over the next 12 nonths, with a possible boost if oil prices
recover further."

Only a rating conmittee may determne a rating action and this report does not
constitute a rating action.

The report is available to subscribers of RatingsD rect at

wwv. gl obal credi tportal.comand at www. spcapitalig.com If you are not a

Rat i ngsDi rect subscriber, you may purchase a copy of the report by calling (1)
212-438-7280 or sending an e-nmmil to research_request @pgl obal.com Ratings

i nformati on can al so be found on the S& 4 obal Ratings' public website by
using the Ratings search box |ocated in the left colum at

www. st andar dandpoors. com Menbers of the media may request a copy of this
report by contacting the nmedia representative provided.
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