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05 July 2022
SECURITIES AND EXCHANGE COMMISSION
Secretariat Building, PICC Complex
Roxas Boulevard, Pasay City

Attention: 1. DIRECTOR VICENTE GRACIANO P. FELIZMENIO, JR.
Markets and Securities Regulation Department

2. DIRECTOR RACHEL ESTHER J. GUMTANG-REMALANTE
Corporate Governance and Finance Department

THE PHILIPPINE STOCK EXCHANGE, INC.
6" Floor PSE Tower

5t Avenue corner 28t Street

Bonifacio Global City, Taguig City

Attention: MS. ALEXANDRA D. TOM WONG
Officer-in-Charge, Disclosure Department

PHILIPPINE DEALING & EXCHANGE CORP.
29t Floor BDO Equitable Tower
8751 Paseo de Roxas, Makati City

Attention: ATTY. MARIE ROSE M. MAGALLEN-LIRIO
Head, Issuer Compliance and Disclosure Department

Sir, Mesdames:

We are pleased to furnish your good office with a copy of China Bank’s latest news release, “Moody’s
maintains China Bank’s investment grade credit rating”.

Thank you.

Very truly yours,

/emy 7&0-%#»

GERALD O. FLORENTINO
FVP and Head
Investor and Corporate Relations Group
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NEWS RELEASE
July 5, 2022

Moody’s maintains China Bank’s investment grade
credit rating

Moody’s Investors Service affirmed China Banking Corporation’s (China Bank) credit
rating on the back of its strong capitalization and profitability. Deposit and issuer credit
ratings remained at Baa2, a notch above the minimum investment grade, with stable
outlook.

The international credit watcher cited stable capitalization and profitability, which support
business expansion, and sound liquidity as China Bank’s credit strengths.

China Bank’s Common Equity Tier 1 (CET1) capital ratio has been steadily improving:
from 13.8% in 2020, to 14.9% in 2021, and to 15.5% as of end-March 2022.

“The improvement in the bank's capital since 2019 has been higher than the average of
its peers, reflecting a combination of low loan growth from the pre-pandemic level in 2019
and increased profitability,” Moody’s noted in its report.

As of end-March 2022, the Bank reported higher annualized core operating profitability
(pre-provision income less trading gains as a percentage of assets) of 1.9%. Its
annualized return on average assets was at 1.7%, the highest among its rated domestic
peers.

“The improvement in profitability for the period was driven by higher NIM (net interest
margin), which increased to 4.3% for the three months that ended March 2022 from 4.2%
a year earlier. The improvement in NIM was largely because of the low interest and easy
liquidity environment, which led to a significant reduction in funding costs,” the Moody’s
report stated.

Meanwhile, Moody’s cited asset quality risks resulting from the concentrated loan book
and a modest funding profile, with a relatively high share of corporate deposits, as the
Bank’s credit challenges.

The business loans segment, which is less susceptible to economic disruptions,
comprised 80.1% of China Bank’s gross loans. As of end-March 2022, its non-performing
loans (NPL) ratio improved to 2.4% year-on-year from 3.8%.

While China Bank’s market funds/total tangible assets is lower than most of its peers that
Moody’s rate, the Bank's liquid assets/total tangible assets remained largely stable at
30.8% as of end-March 2022.
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Moody’s noted that it could upgrade China Bank’s BCA “if the bank’s asset quality reverts
to pre-pandemic levels and NIM improves in a rising interest rate environment.” If the
bank's BCA and the Philippines’ sovereign rating are upgraded, China Bank’s deposit
rating could be upgraded.

China Bank opened for business on August 16, 1920 in Binondo, Manila, and is now one of the largest private universal banks in the
Philippines. It provides a full range of banking products and services to corporate, commercial, and retail customers through 636
branches and 1,037 ATMs to date (including the 160 branches and 165 ATMs of China Bank Savings). It also offers a wide range of
allied financial services through its subsidiaries China Bank Capital Corp., China Bank Securities Corp., Chinabank Insurance Brokers,
Inc., and affiliate Manulife China Bank Life Assurance Corp. Visit www.chinabank.ph for more information.

Contact:

INVESTOR & CORPORATE RELATIONS GROUP
Tel.: 8885-5601; Fax: 8892-0238
Investor-relations@chinabank.ph

GERALD O. FLORENTINO
FVP & Head
goflorentino@chinabank.ph
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