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Abstract

Abstract

Since the 18th Party Congress, China has achieved remarkable results in
financial reform and opening-up, which has strongly supported the high-quality
development and modernization of the national economy. However, in China's
financial market, commercial banks with a large number of non-performing assets
remain a bigger challenge for financial reform. Around 2016, the increasing
proportion of non-performing assets under the macroeconomic downturn cycle
reduced banks' risk appetite and made their placement style more prudent, leading
to an asset shortage at the time. In order to relieve the pressure on banks' non-
performing assets pile, enhance banks' risk appetite and thus support the
development of real enterprises, securitization of non-performing assets was
restarted in 2016. As the securitization business of non-performing assets continues
to develop, the topics related to non-performing ABS are gradually enriched.
However, studies on the financial effects of non-performing ABS have always been
determined differently by different scholars. In this paper, we take PSBC as the main
subject and the specific products issued by it as the research object, and clarify the
financial effects of non-performing ABS on PSBC through a comprehensive
analysis of the cases, in order to contribute to the research in this field.

This paper uses a case study to investigate the impact of the securitization of
"YouYingHuiZe" 2021 Phase I non-performing assets on the financial performance
of PSBC. Firstly, to review the domestic and international literature to clarify the
concept of securitization of non-performing assets and the conditions for
securitization of non-performing assets in China; secondly, to clarify the basic
principles involved in securitization of non-performing assets and to prepare for the
subsequent analysis; finally, a case study is conducted to introduce in detail the
release background, participating institutions, transaction process, asset pool and
credit enhancement measures of "YouYingHuiZe" 2021 Phase I Non-Performing

Asset-Backed Securities, and then use liquidity, safety and profitability as indicators



Study on the financial effect of securitization of non-performing assets of PSBC: the case of
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of PSBC's business performance to test the changes of PSBC's annual deposit to
loan ratio, liquidity ratio, non-performing loan ratio and capital adequacy ratio
before and after the implementation of this project. The combination of theoretical
analysis and case data adds to the persuasiveness of the paper's findings.

The results of this paper show that this securitization of non-performing assets
has a positive impact on the liquidity, safety and profitability of PSBC. This is
manifested in the following ways: packaging and selling non-performing credit card
loans in exchange for more liquid assets, easing the deposit-to-loan ratio and
increasing the liquidity ratio. Risk assets are moved off the balance sheet and the
provision for impairment of corresponding loans is reversed, PSBC's ability to
absorb risks with its own capital has increased, and the capital adequacy ratio and
provision coverage ratio have improved accordingly, the increase in intermediate
business income and the lending capacity from the released liquidity improve the
profitability of PSBC. Based on the above findings, and taking into account the
issuance of the current project, this paper makes suggestions in four aspects, namely,
asset size, asset quality, rating method and information disclosure, to enlighten
PSBC to design a more reasonable transaction structure in the succession project,
reap better issuance results and effectively deal with non-performing loans, and
expects that it can provide reference values for other types of banks of nature and

size.

Keywords: Non-Performing Assets Securitization; “Three Principles”; PSBC
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