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Research Update:

China National Bluestar 'BBB' Rating Affirmed

Following Parent's Acquisition Of Syngenta;
Outlook Stable

Overview

« W expect China-based diversified chem cal conpany Bluestar to renmain a
core subsidiary of ChentChina even after the parent's acquisition of
Syngent a.

» Therefore, we continue to equalize the rating on Bluestar to that on its
parent.

W are affirming our 'BBB long-termcorporate credit rating and ' cnA
| ong-term Greater China regional scale rating on Bluestar. W are al so
affirm ng our issue ratings on the debt that Bl uestar guarantees.

» The stable outl ook on Bluestar over the next 12-24 nonths reflects the
stabl e rating outl ook on ChentChi na.

Rating Action

On May 22, 2017, S&P G obal Ratings affirmed its 'BBB |ong-termcorporate
credit rating and 'cnA long-term G eater China regional scale rating on China
Nati onal Bluestar (Group) Co. Ltd. (Bluestar), a China-based diversified

chem cal conpany. The outl ook is stable.

At the sanme tinme, we affirned our 'BBB' long-termissue rating and 'cnA
Greater China regional scale rating on the senior unsecured notes that Bl uestar
Fi nance Hol dings Ltd. issued. W also affirmed the 'BBB-' long-termissue
rating and 'cnA-' Greater China regional scale rating on the perpetua
securities that Bluestar Finance issued. Bluestar guarantees both issues.

Rationale

We affirned the rating to reflect our view that Bluestar will remain a core
subsi diary of China National Chem cal Corp. (ChentChina) even after the
parent's acquisition of Syngenta AG Bluestar remains the only donestic

fl agshi p conpany of ChenChina. Therefore, we continue to equalize the ratings
on Bluestar to that on its parent.

We expect Bluestar to sustain its good positon in its key markets (of aninma
nutrition and silicon and its derivatives) with stable profitability.
Therefore, we believe the conmpany's EBITDA contribution to ChenChina will
remain material despite sone dilution follow ng the consolidation of Syngenta.
Bl uestar was the original conpany that ChenChina built upon
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Outlook

The stable outlook on Bluestar over the next 12-24 nmonths reflects the stable
rati ng outl ook on ChentChina. We expect that ChenChina will maintain its group
credit profile and that Bluestar will remain a core subsidiary over the next
two years.

Downside scenario
We could ower the ratings on Bluestar if we |lower the rating of ChentChina.

We coul d downgrade ChentChina if its EBITDA interest coverage stays below 1.5x
for an extended period. This could be because of weakening profitability or
aggressi ve debt-funded acquisitions. W may al so | ower the ratings on
ChentChina if the conpany's conpetitive position weakens substantially,

possi bly because of the conpany's failure to maintain its nmarket position in
specialty chemical products or integrate its acquisitions.

W nay also lower the ratings on Bluestar if ChentChi na continues to expand,
such that we believe Bluestar's inmportance to ChenChi na has declined, and we
no | onger consider it to be a core subsidiary. Finally, although the
likelihood is low, we may |lower the ratings on Bluestar if we believe that the
i kelihood of extraordinary governnent support for ChenChi na has decreased.

Upside scenario
The |ikelihood of an upgrade of Bluestar is renpte over the next 12 nonths
because of ChentChina's high debt |everage.

However, we may raise the ratings if ChenChina substantially |lowers its debt
| everage and its ratio of debt to EBI TDA approaches 4x. The conpany coul d
achieve this if it can significantly lower its debt with equity injections,
di sposal of investnents, or a significant cutback in capital spending or
acqui sitions.

Ratings Score Snapshot

Corporate Credit Rating BBB/ Stable/--

Busi ness risk: Satisfactory

e Country risk: Mdderately high

e Industry risk: Internediate
 Conpetitive position: Satisfactory

Fi nanci al risk: Aggressive
 Cash flow Leverage: Aggressive
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Anchor: bb

Modi fiers

« Diversification/Portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

e Financial policy: Neutral (no inpact)

 Liquidity: Adequate (no inpact)

« Managenent and governance: Satisfactory (no inpact)
 Conparable rating analysis: Neutral (no inpact)

St and-al one credit profile: bb
e Goup credit profile: bbb
e Entity status within group: Core (equal to the group credit profile)

Related Criteria

e CGeneral Criteria: Methodol ogy For Linking Long-Term And Short-Term Rati ngs
, April 7, 2017

 CGeneral Criteria: Cuarantee Criteria, Cct. 21, 2016

» CGeneral Criteria: S& d obal Ratings' National And Regi onal Scal e Mapping
Tabl es, June 1, 2016

e CGeneral Criteria: Rating Governnment-Related Entities: Methodol ogy And
Assunptions, March 25, 2015

e Criteria - Corporates - Ceneral: Mthodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

e General Criteria: National And Regional Scale Credit Ratings, Sept. 22,
2014

e Criteria - Corporates - Industrials: Key Credit Factors For The Commodity
Chemical s Industry, Dec. 31, 2013

e Criteria - Corporates - Industrials: Key Credit Factors For The Specialty
Chemical s Industry, Dec. 31, 2013

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e Ceneral Criteria: Country Ri sk Assessnment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust nents, Nov. 19, 2013

e Criteria - Corporates - GCeneral: Corporate Methodol ogy, Nov. 19, 2013

e General Criteria: Methodology: Industry Risk, Nov. 19, 2013

e CGeneral Criteria: Methodology: Tineliness O Paynents: G ace Periods,
Guarantees, And Use O 'D And 'SD Ratings, Cct. 24, 2013

e CGeneral Criteria: Methodol ogy And Assunptions: Assigning Equity Content
To Corporate Entity And North American |nsurance Hol di ng Conpany Hybrid
Capital Instrunents, April 1, 2013

e Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

* General Criteria: Stand-Alone Credit Profiles: One Conponent O A Rating,
Cct. 1, 2010

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

e Criteria - Insurance - General: Hybrid Capital Handbook: Septenber 2008
Edition, Sept. 15, 2008
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e Criteria - Corporates - Ceneral: 2008 Corporate Criteria: Rating Each
| ssue, April 15, 2008

Related Research

e China National Chemical Corp. 'BBB Ratings Affirmed Foll owi ng Conpletion
O Syngenta Acquisition; Qutlook Stable, May 17, 2017

Ratings List
Rati ngs Affirned
Chi na National Bluestar (G oup) Co. Ltd.
Corporate Credit Rating BBB/ St abl e/ - -

Greater China Regional Scale CnA/ --/--

Bl uest ar Fi nance Hol di ngs Ltd.

Seni or Unsecured BBB
Seni or Unsecured BBB-
Seni or Unsecur ed CnA
Seni or Unsecured CnA-

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at www. spcapitalig.com All
ratings affected by this rating action can be found on the S& @ obal Ratings'
public website at www. st andardandpoors.com Use the Ratings search box | ocated
in the left colum.
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