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— 0-Bank'sprofitabilityand assetquality have stabilized overthe past year. Taipei
- We bgheve the bank will maintain strongcapitalization relative to its risk profile over the +886-2-2175-6810
comingonetotwoyears.
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— We haverevised the outlookon O-Bank to stable from negative.
— Atthesametime, we affirmedthe'twA' long-termand 'twA-1'short-termratingson O-
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Bank, as wellas the 'twBBB'issue credit rating on the bank's outstanding debtissues. @taiwanratings.com.tw
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The outlook revisionreflectsourview of O-Bank'simprovingassetquality whichhashelpedto
stabilize its capitalization through a more sufficient buffer against operating volatility.

Assetquality is likely to recover to close to the industry average over the next one to two years.
0-Bank'sassetquality hasimproved over the past year, giventhebank's proactive recovery of
previous delinquentcases and more stringent underwriting control over its credit portfolio.
The bank's nonperforming loan ratio improvedto 42 base points (bps) as of March 2021,
compared to 78bpsat the same time in 2020. We see opportunity for theratiotoimprove
further once the bank completesthe settlementof one of its nonperforming loansin late
2021. We also believe O-Bank willmaintainits risk management and remain prudent in risk
taking to maintain its asset quality at a satisfactory level over the nextone totwoyears.

Strong capitalization with increased buffer supported by capital injection and prudent credit
risk growth. We forecastO-Bank's capitaladequacy willremain strong over the next one to two
years with sufficient bufferto support loan growth. The bankis likely to maintain its risk-

rrs.taiwanratings.com.tw June 25, 2021 1


https://rrs.taiwanratings.com.tw/portal/member/viewMemberProfile/4628

Media Release: O-Bank Co. Ltd. Outlook Revised To Stable On Stabilizing Asset Quality, Improved Capitalization;
'twA/twA-1'Ratings Affirmed

adjustedcapitalization (RAC) ratio before diversification solidly above 10% under its prudent
capital policies. Acapital injection in October 2020 and controlled credit expansion over the
pastyear have helped toimprove thebank's previously thin capitalbuffer. We forecastO-
Bank's loan growthto be moderate at a mid-single digit with slightly improving net interest
margins over the coming one to two years.

Outlook

The stable outlook reflects our view that O-Bank will pursuea prudent capital policy to
maintain its strong capitalizationon aconsolidated basis over the next two years. We also
believe the bankwill keepits asset quality at a satisfactory level. At the same time, the bank is
likely toupholdits domestic bankingfranchise with average profitability comparedto similar-
scale domesticpeers.

Downward scenario

We may lower the long-termrating on O-Bankif capitalization weakens from our current
assessment of strong. ARAC ratio droppingbelow 10% and remaining sofor a sustained
period couldreflect suchweakening. Thiscould resultfrom more aggressive credit growth
while failing to sustain sufficient capital buffer with adequate capital enhancement.

We may also lower the rating if O-Bank'sassetquality deteriorates significantly or if the
bank's franchise weakens, including theweakening of its corporate banking competitiveness,
or failureto sustainably enhance itsretail banking.

Upward scenario

We may raise therating if the bankcan significantly improve its risk profile or funding
structure. Such improvement could include, butis not limited to, a significant improvement in
loan diversification foritsretail bankingexposure with manageable credit riskand to a level
comparable with its peers. At the same time, the bank would need to demonstrate amore
diversified and sustainable funding profile comparable to the domestic industry average.
However, we believe an upgrade to be remote over the nextone to twoyears.
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Related Research

— Taiwan Ratings' Ratings Definitions — August 10, 2020

(Unless otherwise stated, these articles are published on www.taiwanratings.com)
Ratings List

Ratings Affirmed; Outlook Revision

To From
0-Bank Co. Ltd
Issuer Credit Rating twA/Stable /twA-1 twA/Negative/twA-1
Subordinated unsecured Issue Rating twBBB

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.taiwanratings.com for further information.
Complete ratings information is available tosubscribers of Rating Research Service at rrs.taiwanratings.com.tw. All ratings affected by this rating action can
be found on Taiwan Ratings' public website at www.taiwanratings.com.

Copyright © by Taiwan Ratings Corp. Allrights reserved.
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