


Key Takeaways

« Weview Chongging'screditworthiness (including tier-one and tier-two) as average across domestic peers.

» |ts elevated deficits will gradually normalize amid increasing borrowing constraints mandated by the central
government. Steady industrialupgradingandresilient consumption will also help repair Chongqging's deficitand debt
burden over the next two years.

« Among Chongqging's lower-tier governments, the city center districts are generally well off with strong growth
momentum, though they also undertake more debt-financed infrastructure projects. Outer suburb districtsare
constrained by their low income.

« Asone of the12 regions identified as highrisk by the central government, Chongqgingis likely to keep facing
constraintsaroundfinancing new projects, especially those undertaken by local government financing vehicles
(LGFVs). Within that,outer suburban districts willencounter more stringent debt control given their low income and
lack of promising industrial clustering.

« Government support for state-owned enterprises (SOEs) in the region will be differentiated—prioritizing those with a
significant policy mandate.

 We thinkChongqging SOEs will moderate their debt growth, as they switch focus to containing debtrisk over
expansion. Bond market access has weakened for the region's SOEs due to past restructurings of certain SOEs.

« Chongging'stopregionalbanks are of average size. Capital buffersremain decent for banks covered in thisreport,
with asset quality being the main risk. Pressure on netinterest marginsand credit costs will weigh on profitability.



Regional Highlights
Inter-regional analysis

+ Chongging maintains an average income levelamong domestic peers. Itsinvestments into the new energy vehicle sector has propelled
industrial upgradingand lifted long-term growth potential.

» Chongging’s debtburdenis one of the highest among tier one governments, driven by heavy infrastructure investments to meet the
central government’s mandates on the western development initiative.
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Regional Highlights

Intra-regional analysis

« Chongging has significant economic disparity.City center districts (Yuzhong, Jiangbei, etc.) are the growth drivers with sophisticated
industrial bases and consumption power. The east and north are mostly urban-rural fringe areas with relatively low urbanization rates.

» City center districts, the most developed within Chongging, generally carry more debt and have larger spending responsibilities, given

most of the city’s large infrastructure projects lie in these districts.

City center districts benefit from higher-end industry cluster
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City center area generally carry more debt

Adjusted debtburden (%)
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Our Research Scope

Our series on Chinese administrative regions uses publicly available information to provide analytical opinions based on key credit
metrics. These LRGs form the backbone of the mainland economy and, together with government-related entities (GREs) and financial
institutions (Fls), are among China's highest-volume debtissuers.

We distinguish between "LRG level"and "whole region" data.We apply our analysis on anindividual basis, which means we largely focus on
LRG-level government financial statements, with the whole-region dataservingas a supplement to capture risks associated with lower
tier governments. Inits simplest sense, province-leveldataare the primary figuresunder analysis. We round out our views using whole-
province data,which encompass the cities, districts,and other lower-tier governments within the region.

Measures of creditworthiness. For LRGs,we assess creditworthiness of non-U.S. LRGs by combining our assessment of the institutional
framework and individual credit profiles on governments to arrive at the anchor, a core elementof our credit assessment. We cover the
economy, budgetary performance,and debt burden, as three of the five credit factors to assess the individual credit profile onan LRG.
Our analysis of the other two factors--financial management and liquidity--typically requires substantial judgment and interpretation of
limited public data,but we generally viewthese two factorsas supporting the creditworthiness of most LRGs.

For GREs, our analysis largely focuses on government capacity to supportits debtas a sector,and not governmentcapacity to payits own
debt. We identify three measures to gauge government capacity to supportits SOE sector: SOE size, SOE creditworthiness,and LRG
control over nonbudget resources. Our metrics only refer to non-FI SOEs. We use data provider Wind covering 70%-80% of LRG-controlled
SOEs, measured by aggregated assetsstated by Chinese government.Our analysis does not encompass wider financial resources that
LRGs control.Debtand funding options vary widely in their form and complexity and cannot be easily captured using simple metrics.

For Fls, we assess stand-alone credit profiles based primarily on our analysis of the four individual credit factors: business position,
capital and earnings, risk position, and funding and liquidity.






Municipal Government

Overview

We categorize the Chongqging municipal
government as a tier-one government
operating withina“very predictable and well
balanced”institutional framework.

Its individual credit profile is constrained by
elevated deficits and a heavy debt burden.
China’s western development initiative will
continue to press Chongging’s investment
burden, while its mountainous terrain
further complicates infrastructure difficulty
and therefore high investment cost.

Nonetheless, Chongging’s growingeconomy
and large central-government transfers will
help repairits deficitand debt burden.

Infrastructure has beenfinanced via both
governmentand LGFV borrowings.
However, future LGFV borrowings will be
constrained by the derisking policy.

S&P Global
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Chongqing benefits from strong economic growth and transfers
Local rank (higher % indicates stronger relative credit profile)
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Rank among China’s 36 tier-one LRGs. Please refer to our glossary for a definition of terms.
Sources: LRGs’ bureau of finance and bureau of statistics. Wind. S&P Global Ratings.



Municipal Government
Measures of creditworthiness
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GDP per capitainline with the national average.

Strong growth driven by steady industrial upgrading.
Auto electrificationis higher end and supports long-
term tax generation.

Chongging’s consumptionisrobustat50.2% of GDP
in 2023,12.8ppthigher than the national average.

Very high debtburdenfrom LRGsand LGFVs, driven
by the western development initiative—with targets
of CNY 140 bil. investment onrelated transport and
urbanrenewal. It may haveto cut other spendings to
make room for this initiative.

Contingent SOE liability riskis manageable, given
diversification within the sector and generally self-
supportive credit profiles.,and a selective stance on
government supporttocommercial SOEs.

A satisfactory liquidity position, through control
of alarge amount of deposits and liquid assets.

Strong access to domestic bond markets.

General guidance set out on financial planning,
budget goals consistently met.

Weaker budgetary performance relative to tier-
one peersdue to spending intensity and higher
spending responsibility on the municipal level.

Strong economic growth and consistent
transfer support from central government
should help repair deficit.



Municipal Government
Measures of creditworthiness

Chongqing maintains elevated deficits Heavy debt burden driven by the western development
BACA 9% (2021-2023 average) Adjusted debt burden 9% (2023)
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Municipal Government

Measures of creditworthiness

Deficits likely to stay elevated given Chongqing’s still The municipality’s rising debt burden driven by both
large infrastructure pipelines municipal level and lower-tier governments
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Municipal Government
Measures of SOE support

Chongqing municipal governmenthas an average SOE sector

» Relatively sufficient capacity existsat the . Sak ) _ )
Localrank (higher % indicates strongerrelative credit profile)

municipal levelto supportthe SOE sectorin

a scenario of modest stress. However,such 100
supportis likely tobe increasingly 90
differentiated. _ Shanghai
| N & 80
* The SOE debt size for Chonggingisin line 5 Bsiling
with the sector average of China tier-one 3
LRGs. S 60
» Overall,municipal level SOEs’credit profiles g 50 China'stier-one sector
are constr_ain_ed by higher leverag_e._This IS go 40 Y =
due to their higher exposure to critical 5
infrastructure projects that are asset heavy. g 30 Sichuan
» SOE debtatthe municipal level (tier one), 8 ianjin
and district level (tier two) makes up 36% 10
and 64% of all SOE debt, respectively. 0
0 10 20 30 40 50 60 70 80 90 100

SOE cash coverage to ST debt (December 2022)

Rank among China’s 36 tier-one LRGs. Higher SOE leverage % indicates higher rank and lower leverage among SOEs. Bubble size represents SOE debt % LRG
total revenue. Please refer to our glossary for a definition of terms. Sources: Wind. S&P Global Ratings.
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Municipal Government
Key features of Chongqing SOEs

.

SOE debt size

* Municipal levelnonfinancial-
institution SOE debtrelative
to LRG totalrevenueisin line
with that of domestic peers.

» Transportation,industrial
investment firms take up a
large share of SOE debt.

* Local banksand other
financial institutions pose
moderate contingent liability
risks to the government.

S&P Global
Ratings

SOE creditworthiness

» SOEsare highly leveraged

relative to both domestic
and international peers.

Selected SOEs are highly
indebted due toafocuson
asset-heavyinfrastructure
projects. That said,relatively
diverse sectorcoverage and
average liquidity buffers
mitigate the risk.

Administrative capacity to
support SOEs amid stress

* Chongging will likely
prioritize support for SOEs
that have higher policy
Importance.

* The government prefers
market measures toresolve
commercial SOE distress.

* SOE management framework
is largely aligned with central

government guidelines.

®
=,

Financial resourcesto
support SOEs

* The municipality has
capacitytosupportits SOEs
under a modest stress
scenario. Supportwon't be
uniform.

« Sufficientlevels of liquid
assets exist under both
government, SOE accounts.

« Banking resources could
provide an additional buffer.

12



Municipal Government

Chongqing municipal-level SOEs will focus on containing debt risks
* Infrastructure and urban development-related capital spending with special topographic features of Chongqging has driven up leverage
for municipal-level SOEs—the ones mainly engaging in airports,toll roads, property and energy operations.

* Being one of the 12 regions identified as “high debtrisk”, infrastructure spending and debt growth in Chongqging should moderate,with
the policy focus on containing default risks.

* Due tocreditevents and reorganizations of certain Chongqging SOEs in the past, Chongqging SOEs are facing higher funding costs and
less funding accessin bond markets.

Municipal SOE leverage could stabilize at elevated level Net refinancing dropped since 40023 due to debt-policy
tightening for the 12 high-risk regions
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Municipal Government
Recenthigh-profile credit events in Chongqing

- We expect differentiation in support for Credit events in Chongqing have been concentrated in commercial SOEs
distressed Chongging SOEs,with priority
for SOEs aligned with, or critical, to the SOE* debt %
municipality's policy goals. _ SOE*'s ultimate _ _ wholeregion

SOE* legal name Region LRGowner LRGfiscal tier SOE debt

« Butthe governments maytry to _ Lanzho _
coordinate resources to bolster distressed Lanzhoulnvestment (Holdings) Ltd. Gansu (Gity of) Tier two 15.1%
SHIIES. Guangxi Liuzhou Dongcheng Investmentand . Liuzhou ,

« One exampleisthe commerciallydriven Development Group Co. Ltd. suane (City of) fertwe e
Chongging Energy, which defaulted in 2021. . _ o _ Zunyi _ .
While the SOE later repaid all outstanding unyiRoad and Bridge Engineering Co. Ltd. Guizhou (City of) Tier two 3.0%
SeImas, S.J[IH e o bankru.ptcy mZuz Gaomi City Construction Investment Gaomi :
and acquired a new controlling to Group Co. Ltd. Shandong (i of) INErnee 0.2%
complete the restructuring.

Qingdao Hualan Development Group Co. Ltd. Qingdao, Licang Tier two 1.5%

* Thisis similar to the approach taken for Shandong  (Districtof)

Chongqging Steel’s restructuring back in Chongaing
20/]7, demonstratingthe govemment’s Chongging Energy InvestmentGroup Co. Ltd. Chongging (Municipal of) Tier one 2.3%

[Oﬂg_term p refe rence for market_orlented Note: We use 2021 debt numbers for the Lanzhou case, 2020 debt numbers for the Chongging case, and 2022 debt numbers for the rest. We define credit event

measures as a missed payment or restructuring of any financial obligations, including bank loans, short-term paper, and bonds. Please refer to our glossary for a definition
of terms. *SOE here refers to the distressed SOE. Sources: Wind, S&P Global Ratings.
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District Governments

Overview--Converging credit profiles as higher-income districts bear more deficit and debt

» We categorize 40 district governments under Chongqging as tier-two, with an institutional framework of “evolving but balanced”. Five
district governments are selected for comparison. Theyaccountfor 33% of Chongqing’s GDP.

» City center districtsare generally well off with strong growth momentum.However, they also undertake most of the large infrastructure
projects pressingfiscal deficits and debtburden. Future public investment will be mainly fromthese city centerdistricts.

» Quter suburbsdistricts are lessdeveloped with less potential.

Deficits are generally elevated compared with peers’
BACA % (2020-2022 average)
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Thresholds are extracted from “S&P Methodology For Rating Local And Regional Governments Outside of The U.S.” Please
refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. S&P Global Ratings.
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Debt levels are very high by global standards
Adjusted debt burden % (2022)
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Thresholds are extracted from “S&P Methodology For Rating Local And Regional Governments Outside of
The U.S.” Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. Wind. S&P Global Ratings.
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District Governments
Measures of SOE support

SOE metrics are divergent relative to other China tier-two governments

» The capacityof Chongging district . i . _ _
Localrank (higher % indicates strongerrelative credit profile)

governments to support SOEsis generally in

line with tier-two peers. 100
« However,itvariesamong LRGs. 90
O
« Wanzhou’s government capacity is @ %0
supported by its exposure to commercial > 70
SOEs that have relatively better financial 8 TP e
metrics. hy
_ . S 90 Liangjiang@  China's tier-two sector
» Jiangjin has much larger SOE debt exposure g
with the weakest metrics due to heavy & 40
infrastructure investmentsinits functional 2 30
Zone. § 20 Nan'an
+ While still at the weaker end, Nanan's 0L Yuzhong
capacityto supportits SOEs s likely ona Jiangjin
gradualrecqvgry trapcto(;y,gmd thel 0 10 20 30 40 50 60 70 80 90 100
governmentsincreasing aebt control. SOE cash coverage to ST debt (December 2022)

Rank among 52 Chinese tier-two LRGs. Higher SOE leverage % indicates higher rank and lower leverage among SOEs. Bubble size represents SOE debt % LRG
total revenue. Please refer to our glossary for a definition of terms. Sources: Wind. S&P Global Ratings.
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District Governments| Yuzhong

Wealthy economy anchorsits credit profile
Local rank (higher % indicates stronger credit profile)

Direct debt %
adjusted operating
revenue (December

2022)
100%
80%
. Adjusted debt burden
GDP per capita (2022) % (Decermber 2022)
(o) _
BACA % (2022) BACA % (2020-2022

average)

Rank among 52 Chinese tier-two LRGs. Please refer to our glossary for a definition of terms.
Sources: LRGs’ bureau of finance. LRGs’ bureau of statistics. Wind. S&P Global Ratings.
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Continued urban renewal push drives up budget deficits

0 mYuzhong China's tier-two sector
1
7 _ _
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m
-50
2019 2020 2021 2022

Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. S&P Global Ratings.

Rising debt burden driven by governmentborrowings

800 m Direct debt % adjusted operating revenue
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Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. Wind. S&P Global Ratings.
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District Governments | Yuzhong
Yuzhong SOEs’ debt growth has slowed down

+ Chongging Yuzhong State-owned Asset Operation and ManagementCo. is the key LGFV for Yuzhong district.

* Infrastructure and affordable housing development within Yuzhong districtis the main driver of debt growth. Debt growth could
moderate due to the scarcity of land in this district, as Yuzhong is in central Chongging and more developed than other districts.

« Bondissuance premium is lower than average levelamong Chongqing SOEs,supported by the prime location and stable economic

growth.

Leverage stabilized as spending and debt growth slowed

Assets growth (left axis)
Reported debt growth (left axis)
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Financials aggregate district-level SOEs only. Sources: Wind, S&P Global Ratings.
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District Governments| Liangjiang New Area

Heavy infrastructure investment constrains its credit profile

Local rank (higher % indicates stronger credit profile)

Direct debt %
adjusted operating
revenue (December

2022)
100%
80%
60%
. 40% Adjusted debt burden
GDP per capita (2022) ) % (December 2022)
20%
¢} _
BACA % (2022) BACA % (2020-2022

average)

Rank among 52 Chinese tier-two LRGs. Please refer to our glossary for a definition of terms.
Sources: LRGs’ bureau of finance. LRGs’ bureau of statistics. Wind. S&P Global Ratings.

S&P Global
Ratings

Industrial park construction weighs on budgetary performance

10

BACA (%)

m Liangjiang New Area China's tier-two sector

2019 2020 2021 2022 2023

Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. S&P Global Ratings.

Fast debt pick-up from direct borrowings and LGFVs

800
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m Direct debt % adjusted operating revenue Adjusted debt burden %
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Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. Wind. S&P Global Ratings.
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District Governments| Liangjiang New Area

Liangjiang New Area SOEs are among the most active issuing districts of Chongqing

+ Key LGFV of the district, Liangjiang New Area Development Investment Groupis one of SOEs in Chongging with the largestoutstanding
bonds, of over RMB30 billion as of end-June 2024.

» As the third national developmentand openzonein China, SOEs in Liangjiang New Area enjoy relatively low funding costs and have high
issuance volume. Veryhigh debt growth in the district may hurt financing capability of SOEs in the area going forward.

Debt to develop the new area pushed up leverage Liangjiang New Area SOEs are active borrowers versus
other district and can issue longer term with lower costs
Assets growth (left axis) Reported debt growth (left axis) g mmm | jangjiang (left axis) Chongging municipality (right axis) 50
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Liangjiang New Area SOE domestic bond quarterly net refinancing amount (whole district all levels)

Financials aggregate district-level SOEs only. Sources: Wind, S&P Global Ratings. ) )
Sources: Wind, S&P Global Ratings.
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District Governments | Nan’an

Gradual recovery on credit profile driven by likely fiscal

consolidation
Local rank (higher % indicates stronger credit profile)

Direct debt %
adjusted operating
revenue (December

2022)
100%
80%
60%
. 40% Adjusted debt burden
GDP per capita (2022) . % (December 2022)
(o) _
BACA % (2022) BACA % (2020-2022

average)

Rank among 52 Chinese tier-two LRGs. Please refer to our glossary for a definition of terms.
Sources: LRGs’ bureau of finance. LRGs’ bureau of statistics. Wind. S&P Global Ratings.
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Restoring budgetary performance through capex cuts

0 mNan'an China's tier-two sector
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Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. S&P Global Ratings.

Stabilizing debt burden on debt control for LRG and LGFVs

800 m Direct debt % adjusted operating revenue Adjusted debt burden %
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200 . . l
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Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. Wind. S&P Global Ratings.
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District Governments | Nan’an
Nan’an SOEs have been repaying their debt in the past two years.

+ Nan'an SOEs have relatively high levels of outstanding debtin Chongging. We expectNan'an SOEs will focus more on containing debt

risks than expanding assets going forward. Government supportis evident by directcash supportfor debtrepayment and settlement
of receivables.

» Financial leverage is ona declining trend for major SOEs in Nan'an with a blended reported debt to EBITDA ratio down from 53xin 2021
to 44xin 2023. And Nan'an SOEs have reported net financing cash outflows in the past two years.

Debt is on a declining trend for major SOEs Small issuance by Nan’an SOEs as issuance was mainly for
refinancing
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District Governments| Jiangjin

Large and growing LGFV debt presses creditworthiness
Local rank (higher % indicates stronger credit profile)

Direct debt %
adjusted operating
revenue (December

2022)
100%

80%
60%
. 40% Adjusted debt burden
GDP per capita (2022) 9 %J) (December 2022)
(0]

0%

BACA % (2020-2022

BACA % (2022) average)

Rank among 52 Chinese tier-two LRGs. Please refer to our glossary for a definition of terms.
Sources: LRGs’ bureau of finance. LRGs’ bureau of statistics. Wind. S&P Global Ratings.
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Large LGFV borrowings signals that on-budget spending does
not reflect ultimate liabilities

0 m Jiangjin China's tier-two sector
1
I I I I I
go Bdl B ==
<
2
m _30
-50
2019 2020 2021 2022 2023

Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. S&P Global Ratings.

Growing debtrisk from its large LGFV sector

800 m Direct debt % adjusted operating revenue Adjusted debt burden %
600
& 400
200 .
m m W R
2019 2020 2021 2022 2023

Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. Wind. S&P Global Ratings.
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District Governments| Jiangjin

Zone developers are levering up for urban developmentof the district.

+ Key SOEsin Jiangjin have a high reliance on cash flows from government, including subsidy, capitalinjection and cash settlement for

past services.Jiangjin's manufacturing-led economy growth underpins the government’s capability to supportits SOEs.

» Jiangjin SOEs are facing relatively higher refinancing risks than other districts, with about 39% of outstanding bonds due in 2024 and

2025.

Elevated financial leverage with accelerated debt growth in

the past three years.

Assets growth (left axis)

55"~ Reported debt/EBITDA (right axis)

15

FY2019

FY2020

FY2021 FY2022 FY2023

Financials aggregate district-level SOEs only. Sources: Wind, S&P Global Ratings.
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Reported debt growth (left axis)
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Netissuance dropped significantly since 4Q23, following the

city’s trend.
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Jiangjin SOE domestic bond quarterly net refinancing amount (whole district all levels)
Sources: Wind, S&P Global Ratings.
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District Governments | Wanzhou

Weaker credit profile constrained by low income and heavy
investment in its economic zone

Direct debt %
adjusted operating
revenue (December

2022)
100%
80%
60%
. 40% Adjusted debt burden
GDP per capita (2022) 20f % (December 2022)
)
0, _
BACA % (2022) BACA % (2020-2022

average)

Rank among 52 Chinese tier-two LRGs. Please refer to our glossary for a definition of terms.
Sources: LRGs’ bureau of finance. LRGs’ bureau of statistics. Wind. S&P Global Ratings.
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Elevated deficits on industrial park investments

0 m Wanzhou China's tier-two sector
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m _30
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Please refer to our glossary for a definition of terms. Sources: LRGs’ bureau of finance. S&P Global Ratings.

Heavy debt burden driven by both LGFV and government

borrowings

800 m Direct debt % adjusted operating revenue Adjusted debt burden %

600

200
. = O ] L]

2019 2020 2021 2022 2023

Note: trading revenue is excluded from its LGFV revenue calculation. Please refer to our glossary for a definition of terms.

Sources: LRGs’ bureau of finance. Wind. S&P Global Ratings.
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District Governments | Wanzhou

The only active issuing district in Three Gorges Reservoir Area in northeastern Chongqing

« Wanzhou SOEs have higher debt than most those of most Chongging districts. This is mainly due to development needs for Wanzhou
Economy and Technology Zone--the only national economic development zone in Three Gorges Reservoir Area.

» Debtgrowthhas moderated since 2020. Fluctuations in government subsidies--which accounted for 70%-80% of Wanzhou key SOES’
EBITDA--has led to the changes in financial leverage ratios.

Debt growth and leverage moderated since 2020. Wanzhou has the largest issuance size among districts in
northeastern Chongqing.
Asset th (leftaxi R ted debt th (leftaxi
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Wanzhou SOE domestic bond quarterly net refinancing amount (whole district all levels)
Financials aggregate district-level SOEs only. Sources: Wind, S&P Global Ratings. Sources: Wind, S&P Global Ratings.
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Bank of Chongqing: LGFV concentration constrains asset quality

Solid franchise in Chongqing region Moderate capitalization supported by capital raising
mmm BoCQ total assets City banks avg. total assets m BoCQ City banks average m System average
——BoCQ ROAA(right) ——City banks avg. ROAA (right) 16 2.0
@ gyg — Systemavg ROAA (right) 10 14
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Higher than average NPL+SML with high LGFV exposure High quality liquid asset supports liquidity
; m BoCQ City banks average B System average
40 m BoCQ City banks average B System average 100 300

3.5 80 277.5 250
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2.0 > 40 150
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Loan-to-depositratio*  LCR (right scale)* NSFR (right scale)*

(%)

(%)
(%)

NPL ratio SML ratio* Loan loss provision ratio

Data as of Dec 31, 2023 . *The ratios are calculated by averaging the number of city commercial banks with available data: average tier-1 CAR (37), ROAE (29), SML ratio (29), loan-to-deposit ratio (42), LCR (31), and NSFR (27). BoCQ--Bank of Chongging.
ROAA--Return on average assets. CAR--Capital adequacy ratio. NIM--Net interest margin. NPL--Nonperforming loans. SML--Special mentioned loans. LCR—Liquidity Coverage Ratio. NSFR--Net stable funding ratio.

Source: Company filings, WIND, National Financial Regulatory Administration, S&P Global Ratings. Writer: Yutong Zou.
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CQRCB: Strong liquidity profile supported by ample retail deposits

Largest listed rural bank with above peer average

profitability
mmm CQRCB Bank Total Assets
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Regulatory penalty in 2022 on asset quality metrics reporting
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Capitalization supported by moderating asset growth
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Solid retail deposits support a strong liquidity profile
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Data as of Dec 31, 2023. *The ratios are calculated by averaging the number of rural commercial banks with available data: average tier-1 CAR (99), ROAE (16), SML ratio (13), loan-to-deposit ratio (124), LCR (11), and NSFR (8). CQRCB--Chongging Rural
Commercial Bank. ROAA--Return on average assets. CAR--Capital adequacy ratio. ROAE--Return on average equity. NIM--Net interest margin. NPL--Nonperforming loans. SML--Special mentioned loans. . LCR—Liquidity coverage ratio. NSFR--Net stable

funding ratio. Sources: Company data, WIND, National Financial Regulatory Administration. Writer: Shaohua Guo.
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CQTGB: Capitalization dragged by recent issues

Small regional bank, with 3yr CAGR 15% in gross loans

mmm CQTGB total assets City banks avg. total assets
——CQTGB ROAA (right) ——City banks avg. ROAA (right)
600 —Systemavg ROAA (right) 10

. .
400 \\ 0.6

200 0.4
I 0.2
0 0.0

2019 2020 2021 2022 2023

Total asset (bil. RMB)

Material single client concentration, and high SML

mCQTGB City banks average mSystem average

NPL ratio SML ratio*

(%)

Loan loss provision ratio

(%) vvou

Capital pressured by strong growth and low provision
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Data as of Dec 31, 2023. *The ratios are calculated by averaging the number of city commercial banks with available data: average tier-1 CAR (37), ROAE (29), SML ratio (29), loan-to-deposit ratio (42),LCR (31), and NSFR (27). CQTGB--Chongaing Three Gorges
Bank. ROAA--Return on average assets. CAR--Capital adequacy ratio. ROAE--Return on average equity. NIM--Net interest margin. NPL--Nonperforming loans. SML--Special mention loans. . LCR--Liquidity coverage ratio. NSFR--Net stable funding

ratio. Sources: Company data, Wind, National Financial Regulatory Administration. Writer: Shaohua Guo.
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Appendix

Key metrics of Chongqing and the Chinese LRG sector

LRG total Adjusted debt
GDPscale GDP per revenue LRG debt SOE debt Real GDP Adjusted debt burden ex.
(bil. RMB) capita(RMB) (bil. RMB) (bil. RMB) (bil. RMB) growth (%) BACA (%) burden (%) on-lending(%)
Chongging municipal
level:
2021-2023 average 2,906 90,559 456 294 708 5.7 (9.0) 352 153
2023 3,015 94,135 479 328 814 6.1 (5.8) 377 155
Chinatier-oneLRG
sector:
2021-2023 average 120,299 85,344 14,345 5,256 24,869 55 (3.1) 270 57
2023 126,058 89,358 15,287 5,766 27,779 52 (2.8) 293 57
Chonggingwhole
municipality:
2021-2023 average 2,906 90,559 668 1,031 2,019 5.7 (20.4) 392 N.A.
2023 3,015 94,135 699 1,226 2,248 6.1 (19.2) 410 N.A.
Chinawhole LRG sector:
2021-2023 average 120,299 85,344 29,626 35,384 65,242 55 (15.2) 258 N.A.
2023 126,058 89,358 28,876 40,736 74,297 52 (15.9) 270 N.A.
Please refer to our glossary for a definition of terms. LRG--local regional government. bil--Billion. RMB--Chinese renminbi. N.A.--Not available.
Sources: LRGs' bureau of finance and bureau of statistics. Wind. S&P Global Ratings.
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Appendix

Key metrics of Chongqing districts

LRG-level Whole-LRG
GDPscale GDP per capita LRG total revenue LRG debt SOE debt LRG total revenue LRG debt SOE debt
(bil. RMB, 2022) (RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022)
Chongging (Municipality of) 3,015 94,135 425 297 686 626 1,007 2,000
Liangjiang New Area (District of) 465 139,771 29 58 102 29 58 102
Z'*;fgfg;‘l!gfgf)t”al Development 76 119,550 18 37 24 18 37 24
Yubei (District of) 244 108,269 17 21 48 17 21 48
Jiulongpo (District of) 187 121,404 19 27 51 19 27 51
Jiangbei (District of) 174 184,000 15 22 53 15 22 53
Yuzhong (District of) 163 283,000 9 14 M 9 14 M
Fuling (District of) 163 146,500 21 23 91 21 23 91
Jiangjin (District of) 140 104,274 17 25 80 17 25 80
Yongchuan (District of) 128 m,718 15 17 55 15 17 55
Wanzhou (District of) 18 75,840 22 29 63 22 29 63
Shapingba (District of) N4 76,434 12 28 84 12 28 84
Ba'nan (District of) 109 91,106 15 20 68 15 20 68
Hechuan (District of) 102 83,365 15 18 62 15 18 62
Nan'an (District of) 99 81,421 19 25 51 19 25 51
Bishan (District of) 98 128,840 14 19 - 14 19 -
Changshou (District of) 96 140,000 14 17 72 14 17 72
Rongchang (District of) 85 127,491 M 14 21 M 14 21
Dazu (District of) 85 101,358 13 16 61 13 16 61
Qijiang (District of) 80 79,790 10 26 47 10 26 47
Please refer to our glossary for a definition of terms. bil.--Billion. RMB--Chinese renminbi. Sources: LRGs' bureau of finance and bureau of statistics. Wind. S&P Global Ratings.
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Appendix

Key metrics of Chongqing districts

LRG-level Whole-LRG
GDP scale GDP per capita LRG total revenue LRG debt SOE debt LRG total revenue LRG debt SOE debt
(bil. RMB, 2022) (RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022) (bil. RMB, 2022)
Beibei (District of) 78 93,283 9 15 28 9 15 28
Tongliang (District of) 78 113,426 14 14 21 14 14 21
Kaizhou (District of) 69 57,600 12 16 24 12 16 24
Yunyang (County of) 60 65,892 N 18 8 gl 18 8
Liangping (District of) 59 92,457 9 16 12 9 16 12
Tongnan (District of) 58 85,446 9 i 25 9 i 25
Dianjiang (County of) 57 89,323 8 13 M 8 13 1
Zhongxian (County of) 54 76,398 8 12 - 8 12 -
Nanchuan (District of) 43 77,123 8 12 54 8 12 54
Fengjie (County of) 41 55,341 9 ik 19 9 ik 19
Fengdu (County of) 41 74,620 8 13 15 8 13 15
Xiushan (County of) 37 74,202 8 M 9 8 M 9
Dadukou (District of) 36 83,106 7 10 18 7 10 18
Pengshui (County of) 30 58,163 8 M 14 8 M 14
Qianjiang (District of) 30 60,902 8 15 25 8 15 25
Wulong (District of) 27 77,086 6 8 15 6 8 15
Youyang (County of) 24 40,449 8 14 5 8 14 5
Wushan (County of) 24 52,734 7 i - 7 1 -
Shizhu (County of) 23 59,566 6 10 5 6 10 5
Wuxi (County of) 13 34,01 6 8 - 6 8 -
Chengkou (County of) 7 36,660 4 10 - 4 10 -
Please refer to our glossary for a definition of terms. bil.--Billion. RMB--Chinese renminbi. Sources: LRGs' bureau of finance and bureau of statistics. Wind. S&P Global Ratings.
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Appendix

Top corporate SOEs in Chongqing (municipallevel) and our sampled districts

Total debt
SOE (non-Fl) SOE (non-FI) Reference LRG* Tier of LRG (bil. RMB,2023)
BRI HRBHAREE&EB)ARAF Chongging City Transportation Development & Investment Group Co. Ltd Chongging (City of) T 143
ERREFREDABRAT Chongging Yufu Holding Group Co. Ltd Chongging (City of) T 129
BRSRABREAARAT Chongging Expressway Group Co. Ltd. Chongging (City of) T 129
ERM LR FRIEEEABRAT Chongaing Liangjiang New Area Development & Investment Group Co. Ltd. ;lraer;gj(lgins%rl?l(ivgf) T2 87
BEREHFREREZEDFR AT Chongging High-tech Development and Construction Investment Group Co. Ltd. Chongging (City of) T 83
BERREEABRAT Chongging Development InvestmentCo. Ltd Chongging (City of) T 58
8 (B R S T AR F A R A AR AT \C/a\/reosutSEnO(CLk;gngqmg)Smen ce City JiangjinPark Development and Construction Jiangjin (District of) ™ 53

M 4237 45 TT4S = : - . Wanzhou (District

BRDMNEFEAFRER) AR F Chongging Wanzhou Economic and Technological Development (Group) Co. Ltd. of) T2 49
ERMEHR IR ERNER AT Chongging City Construction Investment Corporation Chongging (City of) T 47
ERmitREBRAT Chongging Real Estate Group Co. Ltd. Chongging (City of) T 36
BRKIZIHEER ERARAT] Chongging Water EnvironmentHolding Group Co. Ltd. Chongging (City of) T 34
B Rm I EXIEERTAE &R B RA T Jiangjin DistrictHuaxin Asset Management(Group) Co. Ltd. Jiangjin (District of) T2 31
BRI ZEBRBRAR Chongging Water Conservancy Investment Group Co. LTD Chongging (City of) T 31
EXRMEEXEMRZAREGER)FRA R Chongging Nanan Urban Construction & DevelopmentGroup Co. Ltd. Nan’an (Districtof) T2 31
B T SRR R AT S KA R S AR AS Chongging Wansheng Economic and Technological Development Zone Chongging (City of) m 03

Development Investment Group Co. Ltd.

Data as of December 2023. The list shows top 15 SOEs by total debt within the sampled cities. The aggregate accounts for 82% of the total debt of the 32 SOEs. *Reference government refers to the largest government owner as listed in Wind. Please refer
to our glossary for a definition of terms. FI--Financial institution. T1--Tier one. T2--Tier two. bil.--Billion. RMB--Chinese renminbi.

Sources: LRGs' State-owned Assets Supervision and Administration. Wind. S&P Global Ratings.
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Appendix

Top financial institution SOEs in Chongqing region

Total
Assets regulatory
(bil. RMB, Totalloan (bil. capital (bil.

SOE (FI) SOE (FI) Reference LRG* Tierof LRG 2023) RMB,2023) RMB,2023) CAR %(2023)
ERRNBEWRITIROBRE AT Chongging RuralCommercialBank Co.Ltd.  Chongging (Municipality of) T1 1,441 647 138 16.0
EXIETROBEAT Bank of Chongging Co. Ltd. Chongging (Municipality of) T 760 381 70 13.4
B R=IHRTIRO AR AT Chongging Three Gorges Bank Co. Ltd. Chongging (Municipality of) T 302 152 24 12.6

Data as of December 2023.

*Reference government refers to the largest government owner as listed in Wind. Please refer to our glossary for a definition of terms. Fl--Financial institution. T1--Tier one. T2--Tier two. bil.--Billion. RMB--Chinese renminbi.

Sources: LRGs' State-owned Assets Supervision and Administration. Wind. S&P Global Ratings.
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Glossary

* Note on our data: We use settlementdatafor2022 and before. For provincialleveland Chinatier-one sector data, we use adjusted revenue for key ratio calculations. For tier-twoand tier-
twosector data,we are currently using reported revenue numbers.

* LRG:Localandregionalgovernment.

« Tier-one LRG: Provinces, autonomous regions, municipalities, and cities with state-planningstatus.

« Tier-two LRG: Cities, autonomous prefectures, and districts of municipalities.

» Tier-onesector:An aggregation of 36 tier-one LRGs, as definedin our risk indicatorarticle for such tier-one governments (see "Related Research," below).

» Tier-twosector: An aggregation of 48 tier-two LRGs, as defined in our risk indicator article for such tier-two governments (see "Related Research," below).

* BACA:Balanceafter capitalaccountof LRGs.

+ BACA%: Adjusted totalrevenue subtracted by adjusted totalexpenditure, as a percentage of adjusted totalrevenues.

* Directdebt: Debts directlyissued underthe name of agiven LRG.

» Directdebt%total revenue: Direct debt,as a percentage of an LRG's totalrevenues (note: thisratio references soft guidance by China authorities andis irrelevant to our credit metrics.)
* Adjusted debtburden:Sumof directdebtand debtof LGFVs thatare classifiedbyWind.

* Adjusted debtburden %: Adjusted debtburden, as apercentage of consolidated operating revenues of an LRGand those of LGFVs.

* Adjusted debtburden %ex.on-lending: Adjusteddebtburdenexcluding on-lending to lower-tier LRGs, as a percentage of operatingrevenues of an LRG and those of LGFVs.
* SOEs:State-ownedenterprises controlled by LRGs.

+ LGFVs:SOEsthatareclassified as LGFV by Wind.

+ SOEdebt% LRGtotal revenue: Aggregated debt of SOEs controlled by LRGs as a proportion of LRG totalrevenues.

» SOE sector leverage (or SOE leverage): The proportion of an SOE's aggregated debt toaggregated EBITDA.

* SOEcash coveragetoST debt: SOEs' cashand short-term securities measured againsttheir short-term debt.

S&P Global
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