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How much leverage in China's stock market?
Figure 1: Types of financing channels in China’s stock market
Channels
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In view of the recent discussion about leverage in the stock market, we review
various types of financing channels in the market based on our channel checks.
■ Margin financing and others. In margin financing, which is around
Rmb1.7 tn, data is most transparent and well-known to the market. Other than
that, there are other types of informal financing channels, like the well
discussed umbrella trust, and “pledge-style stock repo” (mostly by major
shareholders of listed companies) and “stock returns swap” (effectively
investors borrowing proprietary books of securities companies to trade).
Together, they could account for another Rmb1.4-1.7 tn. Bank loans indirectly
flowing into stock trading would be another source of financing. If we assume
5-10% of individual and SME loans (ex. home mortgage and credit card loans)
are used elsewhere, this would be another Rmb1.3-2.5 tn of funds.
■ 6-9% of market cap funded by debt. Based on the above calculation, it is
possible that about 6-9% of market cap is funded by these financing
channels. However, while margin trade accounted for about 15% of market
turnover, we do not think it is fair to say that 30-50% of turnover is funded by
borrowing based on straight-line projection, as the turnover ratio of margin
trade is much higher than the market as a whole.
■ Keep exposure but be cautious. We believe the concern over rising
leverage in the market, as well as the difficulty for regulators to monitor the
exact scale, could start to trigger a more cautious attitude of the government
towards the market. After such a big rally in the past 12 months, we think it
is time for the A-share market to have some correction. We are relatively
more positive on H shares, and prefer laggard sectors such as banks,
diversified financials (mainly Cinda), healthcare, telecoms and consumer.
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Focus charts
Figure 2: Margin financing

Figure 3: Umbrella trust
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Figure 4: Balances of margin financing

Figure 5: Pledge-style stock repo
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Figure 6: A type of stock returns swap

Figure 7: Turnover ratio related to margin trading is much
higher than overall market
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Leverage on A-share market
Recently, there has been a lot of discussion about the leverage of China’s A-share market.
Whilst the information on margin financing is more transparent, there is very little
information about other types of financing. The purpose of this short report is to outline the
mechanism of other types of stock market financing channels in China, and their potential
sizes. However, due to the limited amount of official information, the sizes of such
financings are arrived at mainly from our channel checks with industry participants or our
rough estimation.

We outline the mechanism
of other types of stock
market financings and their
sizes, other than margin
financing

Various financing channels
Investors can use various channels to get loans for their secondary market investments.
The most direct tools include margin financing, pledge-style and outright-style stock repo,
stock returns swap and umbrella trusts. But it’s possible that some loans indirectly flow
into secondary market investment. In a broader sense, asset management products, such
as asset management plans of securities firms, products of subsidiaries of mutual fund
companies and hedge fund products, may also sell the senior tranche of their products to
fixed-income-seeking investors.

Investors can use various
channels to get loans for
their secondary market
investment

Figure 8: Types of financing channels in China’s stock market
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In this report, we try to summarise all the funding channels and estimate how much
leverage there is on the whole A-share market.
Margin financing
Figure 9: Balances of margin financing
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Margin financing is the main source of funding. The balance of margin trading is much
bigger than short selling—Rmb1.75 tn as of 22 April. By the end of March, it is about
10.8% of the free-float market cap.
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Figure 10: Rates for margin trading and short selling (Citic Securities)
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The credit is finally coming
from wealth management
products of banks

Figure 11: Leveraged purchase/turnover
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A majority of the credit is finally coming from wealth management products of banks.
Securities firms do swaps or repos with returns of margin financing as underlying assets.
The interest rate is something around ~6%.
Figure 12: The structure of margin financing
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Umbrella trust
Umbrella trust enables trust companies to borrow money from banks, separate it into
smaller packages, and then lend to small hedge funds or big individual investors.
Figure 13: The structure of umbrella trust
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The leverage ratio of umbrella trusts was 3-5 times until February, but dropped to 2-3 times
recently. The threshold for a package can be as low as Rmb1 mn. Trust companies rely on
brokers to promote umbrella trusts to investors. Maturities can be 0.5, 1.0, 1.5 or 2 years.

Leverage ratio of umbrella
recently dropped from 3-5
times to 2-3 times

Since 3 February, CSRC has banned brokers from distributing and promoting umbrella
trusts, which curbed its rapid growth. Especially, Great Wall Securities has been penalised
by CSRC for selling umbrella trusts. On 17 April, CSRC again put emphasis on the
restriction. The big brokers appear to be complying.

Most big brokers have
stopped doing umbrella trust
business

CBRC hasn’t officially banned banks and trust companies from doing umbrella trust
business, but many banks have gradually stopped issuing new credit to due umbrella
trusts, or cut the size of this business.

Many banks gradually have
stopped issuing new credit
to due umbrella trusts

We estimate the scale of outstanding umbrella trusts is Rmb400-500 bn.
Pledge-style stock repo（质押式回购） and outright-style stock repo (约定购回式证券
交易)
By pledging their stock shares or other securities to banks, trust companies, securities
firms or their asset management plans, owners can receive loans for various purposes.
The pledge-style stock repo via brokers, or the pledge-style stock repo on the exchange,
started in June 2013. Compared with off-exchange stock repo, it is more convenient and
its cost is lower. Brokers can dispose of the pledged stock shares at any time if the share
price drops. As a result, it is growing more quickly than off-market stock repo. Apart from
doing it using their own capital, brokers can also issue asset management plans, so that
bank wealth management products can fund these loans indirectly.

The pledge-style stock repo
via brokers, or the pledgestyle stock repo on the
exchange, started in June
2013

We think a considerable percentage of these loans are used for secondary market
investment, including so called “market value management.” Interest rates for investors
are usually above 8%. The contract can be of three years at the most. Our channel check
and noncomprehensive statistics suggest the scale of brokers’ pledge-style stock repo is
between Rmb600 bn and Rmb800 bn.

We estimate the scale of
brokers’ pledge-style stock
repo is between Rmb600 bn
and Rmb800 bn
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Figure 14: Pledge-style stock repo
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Outright-style stock repo is an older business. In outright-style stock repo, the shareholder
agrees to sell his stock shares to a broker, and buy them back from the broker at an
agreed price on an agreed future date. He pays interest for the loan in this period. The
maximum contract period is one year. The interest rate is ~9%. The scale of outright repo
is much smaller than pledge repo, partly because the broker is only allowed to use its own
capital in this business, which might be changed in the future. According to Wind, the
unsettled balance is ~Rmb3.8 bn.

According to Wind, the
unsettled
balance
of
outright-style stock repo is
~Rmb3.8 bn

Stock returns swap
Stock returns swap as a new business of securities firms started in 2013. It is often
compared to “OTC margin financing.” Nearly 20 brokers are doing it now. There are three
types of swaps, but only one type prevails, which is investors pay interest at a fixed rate in
exchange for returns of certain stocks. We estimate the scale of this business is around
Rmb400 bn. And we think a large part of it has been invested in secondary market stocks,
with an estimated average leverage ratio of 300%.

We estimate the scale of
stock returns swap at
around Rmb400 bn

Figure 15: A type of stock returns swap
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In the beginning of a contract period, an investor designates certain stocks, and pays a
sum of deposit (usually above 30% of contract value, but depending on the stock) to the
broker. The broker may purchase and hold the stock for him. At the end of the contract
period, he pays interest to the broker and receives returns of these stocks.
Bank loans that might flow into secondary market
There is seldom any discussion on this issue. However, given the large size of bank loans
in China, any percentage of bank loans going into the stock market could easily be a very
large number. Given the stock market has already gone up more than 100% in past 12
months, it would be unrealistic to expect people to not use some of the normal credit they
sourced from the banks to invest in the market. Indeed, we think that the household and
SME loans (excluding housing mortgage and credit card loans) could be most vulnerable
to being “mis-used” in the stock market.
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Figure 16: Household and SME loans (Rmb tn)
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For individual banks, it is never easy to ascertain what the loans are eventually used for. But
for certain loans, the risks of indirectly flowing into stock market are higher. Of all the types of
individual consumption loans, home renovation loans are the most difficult to track, since
only a contract is required and the money can be paid to any individual contractor. Following
home renovation loans, to different extents, loans for education, medical treatment and
traveling can be redirected to the stock market too. It is most difficult to “borrow” primary
housing mortgage loans, for the money directly goes to developers’ bank accounts and is
closely watched. It is also not easy to divert credit card loans for other purposes.
On the side of business loans both issued to individuals and companies, the possibility
also exists. A frequently used method is the debtor collects properties belonging to a thirdparty, pays him interest and uses his properties to get collateralised loans from a bank.
Using this method, tens or even hundreds of billions can be borrowed from banks and
invested in businesses that generate higher returns; for example, P2P lending or
secondary market.
As of March 2015, the balance of individual loans is Rmb24 tn, including Rmb16 tn
consumption loans and Rmb8 tn business loans. Excluding Rmb12 tn individual loans for
house purchase and Rmb2.4 tn of credit card loans (estimated number based on recent
growth trends) from it, household borrowing would be around Rmb9.6 tn, while SME loan
balance is Rmb15.9 tn. If we assume 5-10% of the combined household and SME loans
are indirectly invested in the stock market, this will translate into an additional Rmb1.3-2.5
tn purchasing power in the stock market. To put it into perspective, total outstanding loans
in March 2015 were almost Rmb86 tn, so Rmb1.3-2.5 tn will be around 1.5-3% of total
loans. This is not an aggressive assumption after the stock market more than doubled in
the past one year, generating a return much better than any other business in China. Also,
we have assumed big companies would not use any of their working capital or fixed
investment project loans to play the market. If they do, the amount of bank funding going
to the stock market will be even bigger.

We estimate Rmb1.3-2.5 tn
loans were transferred to
the stock market

Implications
The biggest challenge of leverage in China, no matter whether it is in the real economy or
the stock market, is the difficulty in accessing the true size of leverage, as market players
have always been showing strong capability to bypass the formal regulations. Based on
our rough calculations below, total outstanding borrowing related to stock market is
probably 2x or more than the margin financing data suggests, but even the regulator may
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not be able to have a very concrete idea about the size of financing, and we don’t think the
regulators will be very comfortable with the current lack of transparency. In this case, we
think there will be two major implications:
(1) We believe the government could start sending out more signals that it has started to
have some concerns about the market, as it would likely become more concerned about
the actual leverage and the potential negative impact should a downturn arrive. Anyway,
with the major board still trading at an expensive, though not extreme, valuation, in our
view, a downturn would be more in the government’s interest than an overheated market.

Government could start
sending out more signals
that it has start to have
some concerns about the
stock market

(2) Currently, outstanding margin loans account for about 3.3% of the total A-share market
cap. Therefore, if we combine the other sources of financing, it is not unreasonable to say
that various kinds of leveraged financing account for about 6-9% of the total market cap.
However, while the turnover related to margin financing accounted for about 15-16% of
market turnover in April 2015, we don’t think that leverage funding would account for 30-50%
of turnover as the ratio of total leveraged financing vs outstanding margin financing
suggests. The major reason being the trading behaviour. As shown in Figure 18 below, for
the whole market, annualised turnover to market cap is about 6x in April 2015 (itself a very
high figure compared to most other markets at only 1-2x), but turnover related to margin
trading vs the outstanding margin loans funded market cap was a staggering 29x in that
month. It basically means that there must have been a lot of very short-term trades
completed using margin financing—possibly even multiple times intraday trading in one
day. By contrast, excluding the margin trading turnover and margin loans, the turnover
ratio becomes much smaller and close to the overall market. Therefore, it seems that the
trading activities are much less active when other types of financing channels are involved.

The
various
kinds
of
leveraged
financing
channels may account for
about 6-9% of total market
cap

Figure 17: Turnover ratio related to margin trading is much higher than overall market
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(3) Our market strategy remains more cautious on the A-share market, we think there
could be absolute downside from here until the end of this year, and for the A-share small
cap universe, there could be a significant downside. We are relatively more positive on Hshare, but it is largely because some of the big cap sectors like banks and telecoms are
still trading at a reasonable valuation even after the rally. Our index targets for Shanghai
Composite Index and H-share Index are 3,500 and 15,000 already, implying 21.9%
downside and 3.7% upside, respectively. Sectors like banks, telecoms and consumer
(mostly A-share as they are cheaper than H share in similar sectors) are our favourite.

We remain more cautious
on China A share market.

Please refer to the disclosure appendix on page 12
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For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.creditsuisse.com/sites/disclaimers-ib/en/canada-research-policy.html.
Credit Suisse has acted as lead manager or syndicate member in a public offering of securities for the subject company (1359.HK) within the past 3
years.
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.
To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research
analysts with FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the
NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.
Credit Suisse (Hong Kong) Limited ..................................................................................................................................................... Vincent Chan

Important MSCI Disclosures
The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of
MSCI, this information and any other MSCI intellectual property may not be reproduced, re-disseminated or used to create and financial products,
including any indices. This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI,
its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality,
accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any
liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates.
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and
Standard & Poor’s. GICS is a service mark of MSCI and S&P and has been licensed for use by Credit Suisse.
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.creditsuisse.com/disclosures or call +1 (877) 291-2683.
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Companies Mentioned (Price as of 04-May-2015)
Hundsun Technologies Co., Ltd (600570.SS, Rmb118.0)
Shanghai Pudong Development Bank (600000.SS, Rmb17.81)

Disclosure Appendix
Important Global Disclosures
The persons primarily responsible for this research report certify that (1) the views expressed in this report accurately reflect his/her personal views
about all of the subject companies and securities and (2) no part of his/her compensation was, is or will be directly or indirectly related to the specific
recommendations or views expressed in this report.
3-Year Price and Rating History for Hundsun Technologies Co., Ltd (600570.SS)
600570.SS
Date
29-May-12
27-Mar-13
26-Aug-13
27-Oct-14
19-Nov-14
10-Mar-15

Closing Price
(Rmb)
14.35
11.79
18.24
39.89
41.75
82.04

Target Price
(Rmb)
17.00
15.00
14.50
23.00
23.00
45.00

Rating
O
N
U
*

* Asterisk signifies initiation or assumption of coverage.

O U T PERFO RM
N EU T RA L
U N D ERPERFO RM

3-Year Price and Rating History for Shanghai Pudong Development Bank (600000.SS)
600000.SS
Date
14-Mar-14
21-Oct-14
27-Jan-15
21-Apr-15

Closing Price
(Rmb)
8.99
9.78
15.01
18.16

Target Price
(Rmb)
12.19
13.90
17.10
18.10

Rating
O
N
*

* Asterisk signifies initiation or assumption of coverage.

O U T PERFO RM
N EU T RA L

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's
total revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.
Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.
*Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ra tings are based on a stock’s total
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing t he
most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin Ame rican and non-Japan Asia stocks, ratings
are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; prior to 2nd October 2012 U.S. and Canadian
ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a stock’s total return potential within
an analyst’s coverage universe. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total return calculation and a 15% and
a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and 7.5% thresholds replace the +10-
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15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012, Japanese ratings were based on a stock’s total return
relative to the average total return of the relevant country or regional benchmark.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other
circumstances.
Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.
Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:
Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cov er multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:
Global Ratings Distribution

Rating

Versus universe (%)

Of which banking clients (%)

Outperform/Buy*
43%
(53% banking clients)
Neutral/Hold*
38%
(50% banking clients)
Underperform/Sell*
16%
(43% banking clients)
Restricted
3%
*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdin gs, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer
to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-andanalytics/disclaimer/managing_conflicts_disclaimer.html
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.
See the Companies Mentioned section for full company names

Important Regional Disclosures
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company (600000.SS, 600570.SS)
within the past 12 months
Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.creditsuisse.com/sites/disclaimers-ib/en/canada-research-policy.html.
As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.
The non-U.S. persons, Vincent Chan, Shen Hu are not registered/qualified as research analysts with FINRA. They are not associated persons of
CSSU and therefore are not subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account.
Credit Suisse Founder Securities Limited is a joint venture established in the People's Republic of China between Credit Suisse AG and Founder
Securities Co, Ltd.
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See the Companies Mentioned section for full company names

Important MSCI Disclosures
The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of
MSCI, this information and any other MSCI intellectual property may not be reproduced, re-disseminated or used to create and financial products,
including any indices. This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI,
its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality,
accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the
foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any
liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates.
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and
Standard & Poor’s. GICS is a service mark of MSCI and S&P and has been licensed for use by Credit Suisse.
For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.creditsuisse.com/disclosures or call +1 (877) 291-2683.
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References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the
following link: https://www.credit-suisse.com/who_we_are/en/This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of
or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates
("CS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its
content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used
in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates. The information, tools and material presented in this report are provided to you for information
purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to
ensure that the securities referred to in this report are suitable for any particular investor. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and
services contained or referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about such investments or investment
services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or
otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. Please note in particular
that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation
as to their accuracy or completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such
liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future
issue, other communications that are inconsistent with, and reach different conclusions from, the information presented in this report. Those communications reflect the different assumptions, views and
analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any recipient of this report. Some investments
referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the only market maker in such investments. Past
performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and
estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without notice. The price, value of and income from any of the securities or financial
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or
income of such securities or financial instruments. Investors in securities such as ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are complex
instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming the risks involved. The market value of any
structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and
volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and consult with
their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High volatility investments may experience
sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may
exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence,
initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or contain hyperlinks to, websites. Except to the
extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or
hyperlinks to CS's own website material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this document. Accessing such website
or following such link through this report or CS's website shall be at your own risk. This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot
Square, London E14 4QJ, England, which is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. This report is being
distributed in Germany by Credit Suisse Securities (Europe) Limited Niederlassung Frankfurt am Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being
distributed in the United States and Canada by Credit Suisse Securities (USA) LLC; in Switzerland by Credit Suisse AG; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A or its affiliates; in Mexico
by Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report will only be effected in compliance with applicable regulation); in Japan by Credit Suisse Securities (Japan)
Limited, Financial Instruments Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan
Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/ Pacific by whichever of the following is the appropriately authorised entity in the relevant jurisdiction:
Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited, Credit Suisse Securities (Thailand) Limited, regulated by the Office of the Securities and Exchange Commission, Thailand,
having registered address at 990 Abdulrahim Place, 27th Floor, Unit 2701, Rama IV Road, Silom, Bangrak, Bangkok 10500, Thailand, Tel. +66 2614 6000, Credit Suisse Securities (Malaysia) Sdn Bhd,
Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited (CIN no. U67120MH1996PTC104392) regulated by the Securities and Exchange Board of India (registration Nos.
INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House, Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777, Credit Suisse
Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the
relevant authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. Research
provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn Bhd, to whom they should direct any queries on +603 2723 2020. This report has been
prepared and issued for distribution in Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations) only, and is also distributed by
Credit Suisse AG, Singapore branch to overseas investors (as defined under the Financial Advisers Regulations). By virtue of your status as an institutional investor, accredited investor, expert investor or
overseas investor, Credit Suisse AG, Singapore branch is exempted from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the "FAA"), the
Financial Advisers Regulations and the relevant Notices and Guidelines issued thereunder, in respect of any financial advisory service which Credit Suisse AG, Singapore branch may provide to you. This
information is being distributed by Credit Suisse AG, Dubai Branch, duly licensed and regulated by the Dubai Financial Services Authority (DFSA), and is directed at Professional Clients or Market
Counterparties only, as defined by the DFSA. The financial products or financial services to which the information relates will only be made available to a client who meets the regulatory criteria to be a
Professional Client or Market Counterparty only, as defined by the DFSA, and is not intended for any other person. This research may not conform to Canadian disclosure requirements. In jurisdictions where
CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require
that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers wishing to effect a transaction should contact a CS entity in their local
jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S. Please
note that this research was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market professional or institutional
investor customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents. This
research may relate to investments or services of a person outside of the UK or to other matters which are not authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority or in respect of which the protections of the Prudential Regulation Authority and Financial Conduct Authority for private customers and/or the UK
compensation scheme may not be available, and further details as to where this may be the case are available upon request in respect of this report. CS may provide various services to US municipal entities
or obligated persons ("municipalities"), including suggesting individual transactions or trades and entering into such transactions. Any services CS provides to municipalities are not viewed as "advice" within
the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS is providing any such services and related information solely on an arm's length basis and not as an
advisor or fiduciary to the municipality. In connection with the provision of the any such services, there is no agreement, direct or indirect, between any municipality (including the officials, management,
employees or agents thereof) and CS for CS to provide advice to the municipality. Municipalities should consult with their financial, accounting and legal advisors regarding any such services provided by CS.
In addition, CS is not acting for direct or indirect compensation to solicit the municipality on behalf of an unaffiliated broker, dealer, municipal securities dealer, municipal advisor, or investment adviser for the
purpose of obtaining or retaining an engagement by the municipality for or in connection with Municipal Financial Products, the issuance of municipal securities, or of an investment adviser to provide
investment advisory services to or on behalf of the municipality. If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is solely responsible
for distribution. Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment
advice by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any liability whatsoever for
any direct or consequential loss arising from their use of this report or its content. Principal is not guaranteed. Commission is the commission rate or the amount agreed with a customer when setting up an
account or at any time after that.
Copyright © 2015 CREDIT SUISSE AG and/or its affiliates. All rights reserved.

Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can
be eroded due to changes in redemption amounts. Care is required when investing in such instruments.
When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS
as a seller, you will be requested to pay the purchase price only.
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