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Overview

— We view FCB Leasing as a strategically important entity to Taiwan-based First FHC group.

— FCB Leasing operatesin line with the group's core financial services and plays an
important role in providing leasing services to small and mid -size enterprise clients.

— We are therefore assigningour 'twA+'long-termand 'twA-1' short-termissuercredit
ratings on FCB Leasing.

— The stable outlookreflectstheoutlookthe parent group and our expectation that FCB
Leasing will maintain its very strong capitalization and strategically important group
status overthe nexttwo years.

Rating Action

Taiwan Ratings Corp. today assigned its 'twA+' long-termand 'twA-1' short-termissuercredit
ratings on FCB Leasing Co. Ltd. The outlookon the long-termrating is stable.

Rationale

The ratings on FCB Leasing reflect the implicit supportfromthe company's financially
stronger parent First Financial Holding Co. Ltd. (First FHC) group, based on ourview that FCB
Leasing is a strategically important memberofthe group.The ratings also reflectthe
company's very strong capitalization and adequate funding and liquidity supported bythe
group'sresources.Counterbalancingfactorsinclude FCB Leasing's limited operating scale in
Taiwan's finance and leasing industry and moderate risk position due to some single name
concentration.

We consider FCB Leasingto be strategicallyimportant to the First FHC group.FCB Leasing
complementsthe group's key strategyto serve small and mid -size corporatesin Taiwan and
China. First FHC fullyowns FCB Leasing through the group's banking unit, First Commercial
Bank. FCB Leasing's reputation is closelylinked with that of the parent group, given the
similar naming and logo.FCB Leasing representsonlyasmall proportion of the group's total
capital base, at about 2% in 2019, and makes a limited profitcontribution to the group.

Our 'bb+'anchor for FCB Leasing on a global scale reflects the company's business focusas a
finance company (FINCO) and also the fact the Financial Services Commission (FSC)
supervises FCB Leasing through its parent banking group, First FHC group.
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We estimate FCB Leasing's assetexposure mix is 70% in Taiwan and 30% in China and other
ASEAN countries.This exposes FBC Leasingto highereconomic risks compared with other
FINCO operating mostly in Taiwan. The anchorfor FINCOs in generalis three notchesbelow
bank anchorfor Taiwan to reflectourview that FINCOs face highereconomic and industry risk
than banks do.In addition, the reliance of FINCOs on wholesale fundingand the lackof direct
accessto central bank fundingweakens theirrisk assessmentcompared with that of banks,
because banks benefitfromretailand diversified funding sources. This is despite the fact that
FINCOs in general have adequate profit margins and the market shares ofleading players are
relative stable, suggestinga certain levelofentrybarriers.

FCB Leasing operates underafinancial holdingcompany umbrellain Taiwan. This brings FCB
Leasing underthe jurisdiction ofthe FSC.For FINCOs regulated by the FSC, we generallyapply
aone notch upliftfromthe anchorwhen we determine the issuercreditrating. This is because
we believe that such FINCOs operate underthe same, albeitalesscomprehensive framework,
as banks do. These FINCOs follow the prudentfinancialrequirements setbythe FSC, but with
reporting standards that are lessrobustthan those for banks.

FCB Leasing is a small to mid-size finance company that provides financing services to small
and mid-size enterprisesin Taiwan while at the same time the company has expanded its
business scope to Chinaand Association of Southeast Asian Nations (ASEAN) countriesvia its
subsidiaries. FCB Leasing's revenue saw some volatility several years ago but has regained its
momentum since 2018 and has shown good stability since then.The company's business mix
includes financing, loans and long-termauto leasing business.

Referrals fromFirst Commercial Bank contribute more than 50% of FCB Leasing's overall
business, which helps FCB Leasing to weatherbusinesscycles.FCB Leasing has adequate
business diversity because itgoes hand in hand with its parent bank to setup subsidiaries in
China, which the grouprefersto asa'dual engine'strategy. FCB Leasing also taps into the
ASEAN market togetherwith its parentbank to increase its business scale.

Inourview, FCB Leasing has very strong capitalization underthe company's prudent growth
strategy. As of the end of 2019, FCB Leasing's risk-adjusted capital (RAC) ratio was 20.6%. Our
base-case expectation for FCB Leasingis forflat business growthin 2020 in light of negative
orgreatly reduced GDP growth in Taiwan and in keyoverseas markets due to the COVID-19
pandemic, and marginal 3% business growthin 2021-2022.Underthis scenario, we believe
the company is likely to sustain its RAC ratio at above 15% overthe same period, which is our
lowerthresholdforverystrongcapitalization. FCB Leasing will maintain its high cash dividend
payout policyunderthe guideline fromthe group.Given the financing co mpany's priority on
bottom-line profitinstead of top line growth in the coming two years, we expect FCB Leasing's
capitalization to continue to provide abufferagainst potential capital volatility in the coming
two years.

We assess FCB Leasing's credit risk mechanism and controls as adequate, but weakened by
highersingle-name concentration inits credit portfolio. We anticipate the company will
maintain adequate underwritingdiscipline underclose oversight fromits bank parent,
although the financing firm has higher inherentcreditrisks than local banks have. FCB
Leasing's ratio of non-performingloans (definedas loans that are 90-day overdue)was 2.7%
in 2019, which shows improvementfroma historical 3%-4%. We expect the ratio to remain at
close to the peeraverage of 2%-3% overthe nexttwo years, in spite of pressure stemming
from the globaleconomic slowdown.Loss coverage on nonperformingloans exceeded 100%in
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2019 and we expectthislevelto sustain overthe coming two years. FCB Leasing has
somewhat highersingle-name concentrationinits creditexposure than its peers have, partly
due to goodchunkofbusinessreferral fromits parentbank.

FCB Leasing's membership of the financially stronger First FHC group will continue to support
the financing company's satisfactory funding and liquidity profile, despite its wholesale
funding nature. FCB Leasing's funding sourcesinclude commercial papers and bank loans.
We believe the companyhas adequate funding sources relative to its potential funding needs.
Inaddition, FCB Leasing has an adequate liquidity management mechanism to manage future
cash outflow needs, in ourview.Hence, we do notforeseethe companywill have any
difficulties to retain sufficientfundingoverthe next two years, given ample liquidity in
Taiwan's financial market.

Outlook

The stable outlookon FCB Leasingreflects the company's strategic important group status
within First FHC group.We believe the group will provide supportto FCB Leasingwhen
needed.The stable outlook also reflects our expectation that the companywill adopta
prudent growth strategy, given likely economic uncertaintyin the coming two years,
particularly in China and ASEAN countries.

Downward scenario

We could lowerthe ratingif the company pursues more aggressive overseas business
expansion in the nexttwo years which increases its overalleconomic risk. We would also lower
the rating if FCB Leasing's RAC ratio drops below 15% overthe nexttwo years.

Upward scenario

We could raise the rating on FCB Leasing if the company grows its presence inthe leasing

industry while maintaining its profitability at aboutthe industry average overthe nexttwo
years.

Related Criteria

— General Criteria: MethodologyFor Linking Long-Term And Short-TermRatings -
April 07, 2017

- Criteria | Financial Institutions | Banks: Banking Industry Country Risk
Assessment Methodology And Assumptions - November 09, 2011

- Criteria | Financial Institutions | Banks: Quantitative Metrics For Rating Banks
Globally: Methodology And Assumptions - July 17, 2013

- Criteria | Financial Institutions | General: Nonbank Financial Institutions Rating
Methodology - December09, 2014

— Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework
Methodology - July 20,2017

— General Criteria: Group Rating Methodology - July01, 2019

- Understanding Taiwan Ratings' Rating Definitions - June 26,2018

— General Criteria: Use Of CreditWatch And Outlooks - September 14,2009

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

New Rating

FCB Leasing Co. Ltd.

IssuerCreditRating twA+/Stable /twA-1

Certain terms used in this report, particularly certain adjectives used to express ourview onrating relevantfactors, have specific meanings ascribed to them in
ourcriteria, and should therefore be read in conjunction with such criteria. P lease see Ratings Crite ria at www.taiwanratings.com for furtherinformation.
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 foundon Taiwan Ratings' public website at www.taiwanratings.com.

Copyright © by Taiwan Ratings Corp. All rights reserved.
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Copyright© 2020 by Taiwan Ratings Corporation (TRC). All rights reserved.

No content (including ratings, credit-related analys es and data, valuations, model, software orotherapplication oroutput there from) or any part the re of (Conte nt) may be
modified, reverse engineered, reproduced ordistributedin anyform by any means, orstored in a database orretrieval system,withoutthe prior written permis sion of TRC.
The Contentshallnotbe usedforanyunlawful orunauthorized purposes. TRC and any third -party providers, as well as theirdirectors, officers, shareholders, e mployees
oragents (collectively TRC Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. TRC Partie s are notresponsibleforanyerrors or
omissions (negligentorotherwise), regardless of the cause, for the results obtained from the use of the Content, or forthe security or maintenance of any data input by the
user.The Contentis provided onan "as is" basis. TRCDISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING,BUT NOT LIMITED TO, ANY WARRANTES
OF MERCHANTABILITY OR FITNESS FOR APARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONNG
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OP ERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no eventshall TRC be liable to any party for
anydirect, indirect, incidental, exemplary, compensatory, punitive, s pecial or consequential damages, costs, expenses, legal fees, or losses (including, without limitation,
lostincome or lost profits and opportunity costs or losses caused by negligence) in connection with any use ofthe Contenteven if advised of the possibility of such damages.

Credit-related and otheranalyses, including ratings, and statements in the Conte nt are state ments of opinion as of the date they are expressed and not state me nts of fact
TRC's opinions,analyses and rating acknowledgmentdecisions (described below) are notrecommendations to purchase,hold,orsell anysecurities orto make any
investmentdecisions,and do notaddress the suitability of any security. TRC as sumes no obligation to update the Content following publication in any form or format The
Contentshouldnotbe relied on andis nota substitute for the skill, judgmentand experienceof theuser, its management, e mployees, advis ors and/or clients when making
investmentand otherbusinessdecisions. TRC does notactas afiduciaryoran investmentadvisorexceptwhere registered as such. While TRC has obtained informaton
from sources itbelieves to be reliable, TRCdoes not perform an auditand undertakes no dutyof due diligence orinde pendent verification of any information itreceiwes.
Rating-related publications may be published foravarietyofreasons thatare notnecessarilydependentonaction by rating committees, including, but not limited to, the
publication of a periodic update onacreditrating and related analyses.

To the extentthatregulatory authorities allowa rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain re gulatory pumoses, TRC
reserves the rightto assign,withdraw orsuspend such acknowledgementatany time and in its sole discretion. TRC disclaims anydutywhatsoeverarisingoutofthe
assignment, withdrawal or suspension of an acknowledgment as well as any liability forany damage alleged to have been suffered on account the reof.

TRC keeps certain activities ofits business units separate from each otherin orderto preserve the independence and objectivity of their res pective activities.As aresult,
certain business units of TRC may have information that is notavailable 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 forits solicited ratings and certain analyses, normally from issuers, originators, arrangers, orunderwriters of securities or from obligors. TRC
reserves the rightto disseminate its opinions and analys es. TRC's public ratings and analyses are made available on its Web site s, 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
foranyotherconflictofinterests that may affectthe creditrating as requested by the regulator.
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