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Lianhe Ratings Global Limited (“Lianhe Global”) has affirmed ‘BBB-’ global scale
Long-term Issuer and Issuance Credit Rating of Zhuhai Rural Commercial Bank
Co., Ltd. (“ZRCB”); Issuer Rating Outlook is Stable.

Summary

The Issuer Rating reflects ZRCB’s established strong network in Zhuhai, strong capitalization and
adequate liquidity. In addition, we expect that there is a high possibility that the Zhuhai
government would provide strong support to ZRCB if needed, considering their strong linkage.
The rating also considers ZRCB’s limited operating scale, relatively high concentration risks,
under pressure loan quality and profitability.

Lianhe Global has also affirmed ‘BBB-’ global scale Long-term Issuance Credit Rating of the
senior unsecured bonds issued by ZRCB at the same time. A full list of affirmed issuance rating
is included in this report.

The Stable Outlook reflects our expectation that ZRCB will maintain its market position in Zhuhai
and its linkage with the Zhuhai government while maintaining good capital adequacy and liquidity.

Rating Rationale

Established Strong Network in Zhuhai: ZRCB, formerly known as Zhuhai Rural Credit Union,
is a local bank in Zhuhai with a long operating history and the largest number of business sites
covering whole Zhuhai, including its rural areas and islands. As of the end of 2023, Zhuhai Rural
Commercial Bank held market shares of 5.53% and 4.40% in deposit and loan businesses,
respectively, among financial institutions in Zhuhai, which were behind stated-owned giants but
ahead of an array of national players.

However, ZRCB'’s operating scale is small, putting it at a disadvantaged position in respect to its
pricing power and product. In addition, the sector and geographical concentration of ZRCB’s
lending remained high, given its nature as a local rural commercial bank.

Linkage with the Zhuhai government: As Guangdong Rural Credit Union turned over the
management control of ZRCB to the Zhuhai government in 2021, ZRCB has become a financial
institution directly managed by the Zhuhai government. As of the end of 2023, the Zhuhai
government holds 43.22% shares of ZRCB through SOEs in Zhuhai.

ZRCB is a major financial institution in Zhuhai, which is important in promoting local economic
growth, especially in supporting micro, small and medium enterprises (“MSMEs”) and rural
development and maintaining regional financial stability. Therefore, we expect that there is a high
possibility that the Zhuhai government would provide strong support to ZRCB if needed.

We believe Zhuhai government has strong ability to provide support, considering that Zhuhai is
an important city in economically well-developed Greater Bay Area and one of five economic
special zones in China. Zhuhai’'s GDP grew by 3.5% to RMB447.9 billion in 2024.

Stable Funding and Good Liquidity: The strong network provides stable funding to ZRCB. By
end-September 2024, customer deposits contributed over 90% to the bank’s total funding, of
which c. 66% was time deposits. In addition, the bank holds sizeable high liquidity investment
assets (e.g. government bonds) to support its short-term liquidity needs.
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Capitalization Remained Adequate: ZRCB completed a sizeable private placement of RMB3.7
billion in the second half of 2022, lifting its capital adequacy ratio significantly to 20.59% at end-
2022, which greatly enhanced the bank’s loss absorption capacity and viability, as well as support
its business growth.

ZRCB'’s asset expansion after the private placement, especially in corporate loans to support the
real economy, significantly consumed its capital. In addition, ZRCB repaid Tier 2 capital bonds of
RMBL1.2 billion in 2023. Yet, ZRCB’s capital adequacy ratio stayed at 16.38% at end-2024, well
above the regulatory requirement.

Under Pressure Loans Quality and Profitability: The asset quality of ZRCB’s loans was under
pressure as the weak economy impaired borrowers, especially MSMEs’ loan repayment ability.
The bank recorded credit impairment losses of RMB447 million and RMB668 million in 2023 and
the first nine months of 2024, respectively, up from RMB192 million in 2022. Moreover, the bank’s
net interest margin has demonstrated a downward trend since 2020, dropped to 1.50% in 2024
from 2.38% in 2020, which undermined the bank’s profitability. This trend was in line with the
banking sector as a whole, given that the lending rates were lowered by the policy to support the
real economy.

ZRCB’s ROE and ROA decreased to 3.88% and 0.42% in 2024, down from 7.51% and 0.79% in
2022, respectively. Nevertheless, its non-performing loan ratio stayed at a better than peer level
of 1.32% at end-2024, as the bank adopted multiple measures to accelerate the disposal of non-
performing assets.

Rating Sensitivities

We would consider downgrading ZRCB'’s rating if there is 1) a significant decrease in its capital
adequacy, or 2) a notable deterioration in its asset quality, or 3) a weakened funding structure, or
4) a perceived weakening linkage between the Zhuhai government and ZRCB.

We would consider upgrading ZRCB’s rating if it were to 1) improve its operating scale without
significantly compromising its capital adequacy and asset quality, and 2) lower the concentration
of its loans portfolio, and 3) improve its profitability.

Full List of Issuance Rating

A full list of affirmed Issuance Rating is included below. Any rating action on ZRCB’s rating would
result in a similar rating action on its senior unsecured bonds:

- CNY500 million 3.5% senior unsecured green bonds due 2026 affirmed at ‘BBB-’

Company Profile

ZRCB, formerly known as Zhuhai Rural Credit Cooperative, was founded in 1952. ZRCB is a
locally incorporated bank and is the largest bank in terms of agricultural loans and the number of
MSMEs customers in Zhuhai. The Zhuhai government holds 43.22% shares of ZRCB through
SOEs in Zhuhai, and the Guangdong Rural Credit Union has turned over the management control
of ZRCB to the Zhuhai government since 2021.

As a rural commercial bank, ZRCB focus on MSMEs, agricultural and rural clients and inclusive
finance businesses. Given the bank’s established network and government background in Zhuhai,
it has accumulated a strong deposit base through retail time deposits, SOE deposits, and social
security funds, etc. In recent years, ZRCB also actively develop manufacturing borrowers to
diversified its loan portfolio.
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ZRCB's total loan and deposit balance grew steadily in the past three years, reaching RMB51.3
billion and RMB67.2 hillion at end-September 2024, respectively, up from RMB37.7 billion and
RMB53.1 billion at end-2021.

ZRCB’s Summary Financials and Key Ratios

(RMB million) 2021 2022 2023 2024.9
Total Assets 68,017 79,445 91,409 91,790
- Cash 4,774 4,407 7,331 4,480

- Deposits and placements with banks and

other financial institutions 1.812 1971 1,865 1,807
- Loans and advances to customers 36,651 41,056 46,107 49,670
- Investment Assets 23,128 30,934 35,019 34,300
Total Liabilities 62,244 69,634 81,126 81,562
- Customers deposits 53,110 57,195 65,441 67,249
- Market fundings 5,564 8,533 11,085 7,466
Operating Revenue 1,574 1,545 1,810 1,267
- Net interest income 1,298 1,303 1,317 923
- Net fee and commission incomes 33 40 42 40
- Investment income 211 134 306 177
- Fair value changes 6 -14 85 109
Operating expense -978 -880 -1,148 -1055
- SG&A -637 -667 -678 -376
- Impairment charges -322 -192 -447 -668
Pre-impairment operating profit 917 855 1,114 883
Net Profit 541 585 601 162
Profitability
Net interest margin (%) 2.11 1.96 1.81 1.58
ROA (%) 0.82 0.79 0.70 -
ROE (%) 9.59 7.51 5.98 -
Capital Adequacy
Capital adequacy ratio (%) 15.89 20.59 18.08 16.92
Core tier-1 capital adequacy ratio (%) 11.89 17.19 16.93 15.79
Liquidity and Funding
Ségzziltgazg}os)and advances to customer 70.94 73.78 72.99 76.14
Customer deposits to total funding (%) 90.52 86.20 85.51 90.01
Source: ZRCB and Lianhe’s calculations
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Appendix I: ZRCB’s Shareholding Structure

ZRCB’s Top 10 Shareholders at end-2024
Shareholders (by group)

1.

9.

10.

Zhuhai Huafa Group Co., Ltd., Zhuhai Huafa Investment Holding
Group Co., Ltd.

CRBERERABGRAS), IWBELRAERERAFRAS)
Henggqin Financial Investment Group Co., Ltd., Zhuhai Market
Operation Group Co., Ltd., Zhuhai Gree Construction Investment Co.,
Ltd.

(EESMBRAEAFRAS, ETHHEEEAFTRAS, HKEIES
BREABRFRERE)

Zhuhai Kechuang Hongyuan Investment Co., Ltd.
CGRBRIEISARREBRAF)

Zhuhai Dahenggin Development Co., Ltd.
CRBABERRAMAS)

Guangdong Energy Group Finance Co., Ltd.

(T REERERAM SHRAF)

Wens Foodstuff Group Co., Ltd.

(REREREARNERAS)

Zhuhai Zhukuang Group Holding Co., Ltd.
HEMHRCERERERAE

Hebei Puyang Industrial Group Co., Ltd

(LRSS EAFRAE )

Zhuhai Mingzhi Real Estate Co., Ltd.

CGREBEEH=HRAST)

Chengdu Local Construction Mechanization Engineering Co., Ltd.
(PR T 2SN T2 H RN F)

Total
Source: ZRCB

Total Shareholding

9.90%

9.89%

8.97%
8.10%
6.61%
6.61%
5.26%
4.00%
2.99%

1.60%
63.93%

Appendix Il: ZRCB’s Rating Factors

Rating Factors Weight Initial Rating
|. Operating Environment 20% bbb+

1. Business Profile 15% b-

Ill. Governance an Management 10% bb

IV. Risk Management and Exposures 20% bb

V. Financial Profile 35% bbb
Stand-Alone Creditworthiness bb+

VI. External Support

Government Support Strong

Issuer Credit Rating BBB-

Source: Lianhe Global
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Disclaimer

Ratings (including credit ratings and other rating products) and research reports published by Lianhe Ratings Global Limited (“Lianhe
Global” or “the Company” or “us”) are subject to certain terms and conditions. Please read these terms and conditions at the Company’s
website: www.lhratingsglobal.com

A rating is an opinion which addresses the creditworthiness of an entity or security or the assessment of an instrument. Ratings are not
a recommendation or suggestion to buy, sell, or hold any security or instrument. Ratings do not address market price, marketability,
and/or suitability of any security nor its tax implications or consequences. Ratings may be subject to upgrades or downgrades or
withdrawal at any time for any reason at the sole discretion of Lianhe Global.

All ratings are the products of a collective effort by accredited analysts through rigorous rating processes. No individual is solely
responsible for a rating. All ratings are derived by a rating committee vesting process. The individuals identified in the reports are solely
for contact purpose only.

Lianhe Global conducts its rating services based on third-party information which we reasonably believe to be true. Lianhe Global relies
on information generally including audited financial statements, interviews, management discussion and analysis, relevant third-party
reports, and publicly available data sources to conduct our analysis and uses reasonable measures so that the information it uses in
assigning a rating is of sufficient quality to support a credible rating. However, Lianhe Global has not conducted any audit, investigation,
verification or due diligence. Lianhe Global does not guarantee the accuracy, correctness, timeliness, and/or completeness of the
information. Ratings may contain forward-looking opinions of Lianhe Global which may include forecasts about future events which by
definition are subject to change and cannot be considered as facts. Please see Lianhe Global's website for the last rating action and
the rating history. Please see Lianhe Global’'s website for the methodologies used in determining ratings, further information on the
meaning of each rating category, and the definition of default.

Under no circumstances shall Lianhe Global, its directors, shareholders, employees, officers and/or representatives or any member of
the group of which Lianhe Global forms part be held liable to any party for any damage, loss, liability, cost, expense or fees in connection
with any use of the information published by the Company.

Lianhe Global receives compensation from issuers, underwriters, obligors, investors or principals for conducting rating services for
solicited ratings. An unsolicited rating is a rating that is initiated by the Company and not requested by the issuer, underwriters, obligors,
investors or principals.

Ratings included in any rating reports are disclosed to the rated entity (and/or its agents) prior to publishing. Rating reports and research
reports published by Lianhe Global are not intended for distribution to, or use by, any person in any jurisdiction where such use would
infringe local laws and regulations. Any user relying on information available through rating reports and research reports is responsible
for consulting the relevant agencies or professionals accordingly to comply with the applicable local laws and regulations.

All published rating reports and research reports are the intellectual property of Lianhe Global. Any reproduction, redistribution, or
modification, in whole or part, in any form by any means is prohibited unless such user has obtained prior written consent from Lianhe
Global.

Lianhe Global is a subsidiary of China Lianhe Credit Rating Co., Ltd. The rating committee of Lianhe Global has the ultimate power of
interpretation of any methodology or process used in the Company’s independent ratings and research.

Copyright © Lianhe Ratings Global Limited 2025.
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