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China Financing Guarantee Companies: Government-Backed Dominate with
Regional Divergence

China financing guarantee companies (“FGCs”) mainly provide credit enhancement for
corporates’ debt financing activities, including bond issuances, bank loans, and other forms of
borrowing. FGCs backed by government-related shareholders still dominate the industry. We
expect their overall credit risk profile to remain stable over the next 1-2 years amid local
governments’ ongoing debt resolution efforts. However, given their strong regional focus,
FGCs in less developed areas with strained fiscal revenues generally face higher
compensation risks, while those in economically advanced regions benefit from lower credit
loss claims, broader business opportunities, and stronger government support (e.g., capital
injections), sustaining their better credit profiles.

Policy-oriented Business Focus

In China, FGCs backed by government and state-owned enterprise (“SOE”) shareholders
dominate the industry, comprising two national FGCs owned by central SOEs and various
local FGCs controlled by provincial governments, covering major provinces and economically
developed cities. Local FGCs exhibit strong regional characteristics, focusing on business
development within their jurisdictions. They play a significant role in expanding financing
channels, and facilitating the financing needs for local enterprises. Given government-funded
FGCs’ policy functions, they usually adhere to a “break-even” principle without pursuing profit
maximization.

In 2025, the regulatory authorities, including the Ministry of Finance, the National Development
and Reform Commission, the People’s Bank of China, and the National Administration of
Financial Regulation, jointly issued the Administrative Measures for the Development of
Government Financing Guarantee Institutions (the “Measures”). The Measures require
government-funded financing guarantee institutions to focus on policy-oriented guarantees,
particularly in supporting SMEs and the “agriculture, rural areas, and farmers” sectors, in order
to help maintain social stability and support economic growth. Most China FGCs have
established dedicated subsidiaries to conduct policy-oriented financing guarantee business.

High Concentration and Slowing Growth

China FGCs exhibit high industry concentration. Top 10 players accounted for approximately
60% of total bond guarantee balances as of end-2024, as their large capital base enhances
risk absorption capacity and growth potential. The top 10 players’ median financing guarantee
multiple was 6.3x, well below the regulatory limit of 10x, indicating a substantial room for
business expansion. In contrast, a significant number of smaller FGCs experienced decreases
in revenue and guarantee balances.

Meanwhile, China FGCs’ business is highly concentrated on guaranteeing the bond issuances
of local government financing vehicles (“LGFVs”). By end-2024, LGFV bonds represented
over 70% of total outstanding guarantee balance of China FGCs. However, this business
model has reached a bottleneck. LGFV bond issuance volumes have declined amid tightened
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regulatory policies, while high-quality LGFV bonds, perceived as low-risk and highly liquid,
have attracted strong investor demand, enabling issuers to forgo credit enhancements.

Consequently, China FGCs face intensified competition and eroded guarantee fees, forcing
some companies to venture into lower-tier markets or unfamiliar industries, increasing their
risk control challenge. Despite their diversification efforts, such as providing guarantees for
industrial enterprises and structured finance products, FGCs retained high LGFV
concentration, constraining guarantee balance growth amid subdued LGFV bond issuances.
China FGCs’ outstanding bond guarantee balance stood at approximately RMB960 billion at
end-2023, and then decreased to RMB836 billion at end-2024 and RMB779.1 billion at end-
June 2025.

Moderate Leverage and Low Compensation Rate

China FGCs maintained prudent leverage with an aggregate financing guarantee multiple
around 5x in 2024. Their total capital base has continued to grow through government owners’
capital injections. Given the slowing guarantee balance expansion, we expect the overall
leverage to stayed at moderate levels.

In recent years, China’s local debt resolution efforts have kept domestic bond default rates
low, stabilizing FGCs’ receivables from guarantee compensation. The compensation claims
mainly came from loan guarantees and the compensation rate stayed at a relatively low level
(industry median level: around 0.3% in 2024). However, loan guarantees usually have weak
counter-guarantee measures, resulting in a low recovery rate.

Emergence of Offshore Guarantees

In addition to domestic bond guarantees, China FGCs started providing guarantees for
offshore issuances. The offshore issuances guaranteed by China FGCs increased sharply to
RMB43.1 billion in 2024 from RMB50 million in 2023. FGCs typically provide unconditional
and irrevocable guarantees, with obligations under the guarantee ranking at least pari passu
with all their other present and future unsecured and unsubordinated obligations.

Offshore guarantees enable lower-tier issuers (e.g., county- or district-level LGFVs) to access
the offshore bond market. However, offshore yields are generally significantly higher than
onshore yields for bonds backed by the same FGCs, likely because offshore investors are
less familiar with China FGCs than onshore investors, and cross-border guarantee
mechanisms remain untested.
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Exhib

it1: China FGC’s Bond Guarantee Balance
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Source: Public Information and Lianhe’s Calculations

Exhibit 2: Top 10 China FGCs in terms of Financing Guarantee Balance (end-2024)

10

Company

ZHEERARAERERNBRAT
Anhui Credit Financing Guaranty Group Co., Ltd.

ARHEERBRREABERAT

Jiangsu Province Financing Re Guarantee Co., Ltd.
BRARAMABRELABRAT

Chongging Xingnong Financing and Guarantee Group Co.,
Ltd.
PERMHEBEROBIRAT
China National Investment and Guaranty Corporation
BR=IFRFBRERARHERAT
Chongging Sanxia Financing Guarantee Group
Corporation
AL ER T RERAIRTUEAE
Hubei Financing Guarantee Group Co., Ltd.
KIS RIBER MO BRAT
Tianfu Bond Insurance Co., Ltd.
PILERMAERBRAT
China Securities Credit Enhancing Co., Ltd.

PERERIBHIRARNBRAT
China Bond Insurance Co., Ltd.
Mk ERABRKRNBIRAS

Sichuan Development Financing Guarantee Co., Ltd.

Source: Public Information and Lianhe’s Calculations
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Disclaimer

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

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

Lianhe Global conducts its credit rating services based on third-party information which we
reasonably believe to be true. Lianhe Global relies on information including, but not limited to,
audited financial statements, interviews, management discussion and analysis, relevant third-
party reports, and publicly available data sources to conduct our analysis. 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.
Credit 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.

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, or investors for
conducting credit rating services. None of the aforementioned entities nor its related parties
participate in the credit rating process aside from providing information requested by Lianhe
Global.

Credit ratings included in any rating report are solicited and disclosed to the rated entity (and
its agents) prior to publishing. Credit rating 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
credit rating and research reports is responsible for consulting the relevant agencies or
professionals accordingly to comply with the applicable local laws and regulations.

All published credit rating 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 us.

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

Copyright © Lianhe Ratings Global Limited 2026.
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