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Overview

— We recognize SinoPac Leasing Corp.'s above-average geographic and business diversity by
local comparison. Thisfollows our holistic assessment of the company compared with other
local financecompanies of a similar scale and stand-alone credit profile. We also believe that
SinoPac Leasing would benefit from financial support and capital flexibility from its parent
group, if needed.

— Inourview, these rating strengths offset the company's weakening capitalization, which is
likely to lower toourassessment of strong capitalization from very strong currently, over the
next two years amid capital depletion from high growth.

— We have therefore revised the outlook on SinoPac Leasing to stable from negative.

— Atthesametime, we affirmedthe'twA+/twA-1'issuer credit ratings on the finance company.

Rating Action

Taiwan Ratings Corp. today revised its outlook on the long-term rating on SinoPac Leasing to
stable fromnegative. At the sametime, we affirmedthe'twA+' long-term and 'twA-1' short-term
issuer credit ratings on the finance company.

Rationale

The outlook revision on SinoPac Leasing reflects our more positive holistic view of the finance
company relevant toits domestic peers. We regard other rated localleasing companiesowned by
afinancial holding company or abank as SinoPac Leasing's close peers. Under our assessment,
SinoPac Leasingis larger, withan established presence and geographicdiversification in overseas
markets. In addition, its nichein the overseasship financeand leasing market supports the firm's
businessstability. Moreover, we believe thatthe finance company would receive financial support
and capital flexibility from the parent SinoPac Holdings group in times of need.

Capitalization could deteriorate to strong from very strong over the next one to two years.
SinoPac Leasing's consolidated accounts receivables contracted by 3% in 2022 amid a stagnant
macroeconomy and reduced exports from Taiwan and China. However, the company resumed
double-digitbusiness growthin 2023 thanks to strong growth fromits China subsidiary, despite an
increase in early repayments for ship finance and leasing under a rising U.S. policy rate. We
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anticipate the company will seek evenhigher growthin 2024, supported by a more stable economy
in Taiwan, thereturn of shipfinanceand leasingbusiness, and continued high growth in China--
largely among local small and medium size enterprises.

The company's likely high growth, especially in higher-riskcountries such as China, will consume
more capital. SinoPac Leasing's risk-adjusted capital ratio wasabout 17% at the end of 2022 and
the end of September 2023. The fast accumulation of risky assets under a high growth strategy
could pressureSinoPacLeasing's capitalover the next two years. Furthermore, we anticipate its
capital accumulation will remain slow, amid only moderate growth in profitsand the fulfillment of
the company's dividend payout needs to the parent group.

The ratings continue to reflect our view of very likely support from the financially stronger
parent. We view SinoPac Leasing as a strategically important member of the parent SinoPac
Holdings group. The ratings on SinoPac Leasing also reflect our assessment of the company's
strong capitalization and adequate funding and liquidity, supported by the group's stronger
financial resources. Counterbalancing factors for the ratings include SinoPac Leasing's smaller
operating scale comparedto non-financial holding or bank holding finance companies and more
aggressive risk appetite to expand in higher-risk countries such as China.

Outlook

The stable rating outlook on SinoPac Leasing reflects the company's strategic importance to
SinoPac Holdings. We believe the parent group will provide support to the leasing subsidiary in
most foreseeable situations.

The outlook also reflects our expectation that SinoPac Leasing will maintain at least strong
capitalization and near-peer-averageassetquality over the nextone to twoyears, despite its high
growth strategy over the period. Moreover, we believe SinoPac Leasing's geographic diversity and
strengthening positionin niche markets locally and overseas willenable the company to enhance
its profitability over the next two years.

Downward scenario

We could lowerthe long-term ratingif SinoPac Leasing's stand-alone credit profile weakens. This
is likely if the company's capitalization further deteriorates to adequate from strong due to an
overly aggressive increase in exposure to higheconomic risk countries over the next two years. A
deterioration in the stand-alone creditprofile is also probable if the company cannot improve its
earnings stability due to weakened competitiveness or unexpected operating losses from an
increase in bad debt provisions under its high growth strategy.

We could also lower the ratingif the group credit profile deteriorates under the scenario that the
group's core banking subsidiary is unable to maintain strong capitalization overthe next twoyears.

Upward scenario
We believe an upgrade is remote over the next two years as it also is for the parent group.
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(Unless otherwise stated, these articles are published on www.taiwanratings.com)

Ratings List

Ratings Affirmed; Outlook Action

To From

SinoPac Leasing Corp.

Issuer Credit Rating twA+/Stable/twA-1 twA+/Negative/twA-1

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 to subscribers 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.
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Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact
TRC's opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. TRC assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, e mployees, advisors and/or clients whenmaking
investment and other business decisions. TRC does not act as a fiduciary or an investment advisor except where registered as such. While TRC has obtained information
from sources it believes to be reliable, TRC does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.
Rating-related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the
publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, TRC
reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. TRC disclaims any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

TRC keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of TRC may have information that is not available to other TRC business units. TRC has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

TRC receives compensation for its solicited ratings and certain analyses, normally from issuers, originators, arrangers, or underwriters of securities or from obligors. TRC
reserves the right to disseminate its opinions and analyses. TRC's public ratings and analyses are made available onits Web sites, www.taiwanratings.com (free of charge),
and rrs.taiwanratings.com.tw (subscription), and may be distributed through other means, including via TRC publications and third -party redistributors. Please click here
for any other conflict of interests that may affect the credit rating as requested by the regulator.
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