FitchRatings
Fitch Rates Commercial Bank of Ceylon's Basel Ill Sub Debt
Final 'AA-(lka)'

Fitch Ratings-Colombo-03 July 2018: Fitch Ratings has assigned Commercial Bank of Ceylon PLC's

(CB, AA(lka)/Stable) proposed Basel lll-compliant subordinated unsecured debentures a final
National Long-Term Rating of 'AA-(lka)'.

The final rating is the same as the expected rating assigned on 14 February 2018 and follows the
receipt of documents conforming to information already received.

The debentures, totalling LKR10 billion, have maturities of five and 10 years, carry fixed
coupons and will be listed on the Colombo Stock Exchange. The notes include a non-viability
clause and will qualify as regulatory Tier 2 capital for the bank. The bank plans to use the
proceeds to strengthen its Tier 2 capital base and support its loan book expansion.

KEY RATING DRIVERS

Fitch rates the Basel Il Tier 2 notes one notch below the bank's National Long-Term Rating of
‘AA(lka)’ to reflect the notes' higher loss-severity risks compared with senior unsecured
instruments due to their subordinated status and higher loss-severity risks relative to senior
unsecured instruments. The notes would convert to equity upon the occurrence of a trigger
event, as determined by the Monetary Board of Sri Lanka.

CB's National Long-Term Rating is used as the anchor rating because it reflects the bank's
standalone financial strength. Fitch believes the bank's standalone credit profile best indicates
the risk of non-viability.

Fitch has not differentiated the notching on the notes from the notching on CB's legacy Tier 2
notes, as it is assumed that the authorities would step in late, moving the point of non-viability
close to liquidation.

Fitch has not applied additional notching to the notes for non-performance risk, according to
our criteria, as the notes have no going-concern loss-absorption features.

RATING SENSITIVITIES
The rating of the notes will move in tandem with CB's National Long-Term Rating.
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Note to editors: Fitch's National ratings provide a relative measure of creditworthiness for rated
entities in countries with relatively low international sovereign ratings and where there is
demand for such ratings. The best risk within a country is rated 'AAA" and other credits are
rated only relative to this risk. National ratings are designed for use mainly by local investors in
local markets and are signified by the addition of an identifier for the country concerned, such
as 'AAA(lka)’ for National ratings in Sri Lanka. Specific letter grades are not therefore
internationally comparable.

Media Relations: Bindu Menon, Mumbai, Tel: +91 22 4000 1727, Email:
bindu.menon@fitchratings.com

Additional information is available on www.fitchratings.com
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Solicitation Status
The ratings above were solicited and assigned or maintained at the request of the rated
entity/issuer or a related third party. Any exceptions follow below.

ENDORSEMENT POLICY - Fitch's approach to ratings endorsement so that ratings produced
outside the EU may be used by regulated entities within the EU for regulatory purposes,
pursuant to the terms of the EU Regulation with respect to credit rating agencies, can be found
on the EU Regulatory Disclosures page. The endorsement status of all International ratings is
provided within the entity summary page for each rated entity and in the transaction detail



pages for all structured finance transactions on the Fitch website. These disclosures are
updated on a daily basis.



