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HONG KONG (S&P d obal Ratings) March 6, 2017--Market concern over China's

sl owi ng economic grow h and the potential downside risk froma structura

adj ust ment have not danpened new i ssuance activity in the nation's
securitization nmarket, according to a recently published report by S&P d oba
Ratings. China's securitization market recorded nore than RVB858 billion
(US$124 billion) of new issuance in 2016, up 40%froma year earlier, with no
nmaj or deterioration in the performance of retail receivables securitized.

The strong growth in issuance of residential nortgage-backed securities (RVBS)
and new transactions under the securitization scheme managed by the China
Securities Regulatory Commi ssion (CSRC) has conpensated for the sl owdown in
collateralized | oan obligation (CLO transactions, according to the
"Securitization Performance Watch: China" report for the fourth quarter ()
of 2016.

The short duration of notes and | ow net |losses in auto | oan securitization
l[imt investors' exposure to credit risks. Asset perfornance renained stable
in Q4 2016. W expect credit performance in China auto | oan securitization
transactions to be robust during the next 1-2 years, thanks to nmild
conpetition in the auto loan industry as well as the stable product offerings
and structural arrangenents of transactions.

Househol ds' relatively |ow | everage and i ncreased incone as well as the |ower
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| oan-to-val ue ratios of China nortgages continued to support debt
serviceability. This is reflected in the | ow cunmul ative default rate of
residential nortgage | oans backi ng RVBS transactions in China.

The asset performance of CLO transactions could be nore volatile than the
retail receivables sector due to their direct exposure to corporate credits
that are highly sensitive to the nacroecononic condition. However, the effect
on transactions could be limted due to nore conservative asset selection and
structural arrangenents in these transactions.

"Securitization Performance Watch: China" provides a conprehensive review of
the i ssuance activities and deal performance in China's securitization nmarket.
The report can be found at http://ww. sfsurveillance.comau. Menbers of the
nedi a seeking a copy can contact Richard Noonan at (61) 3 9631 2152 or

ri chard. noonan@pgl obal . com

Only a rating conmttee may determine a rating action and this report does not
constitute a rating action.

The report is available to subscribers of RatingsDi 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& d 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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