Towngas SLB likely step-up with apparent SPT miss

Jeannette Leong "

In our 8 Apr 2026 note, we highlighted a high likelihood that Towngas Smart Energy’s USD

Sustainability-Linked Bond (SLB) (Ticker PANVA ISIN XS2457484181) would miss one of its end-

2025 Sustainability Performance Targets (SPTs), based on annual results disclosures.! The

company’s 20 Apr 2026 ESG report now provides end-2025 KPI figures confirming that both targets

were missed.? While formal external verification is pending, the gap to the target is large so it
seems unlikely the miss will not be confirmed.

Reported photovoltaic (PV) installed capacity was 2.8 GW against the 8 GW target (matching annual

report disclosure), while the solar energy sales-to-total energy sales ratio was 2.4% versus the 7%
target (new reporting). The company attributed the shortfall in part to a strategic shift towards a

more asset-light model, reducing direct investment in photovoltaic assets.

Under the bond terms, failure to meet either SPT results in a 25bp coupon step-up from 26 October
2026 until maturity on 26 April 2027, equating to approximately 0.12% of notional.

The annual reporting suggested a step-up was likely given one target was missed. This recent

report gives details that the second target is missed, making the step-up more likely. As shown in
Figure 1, neither reporting resulted in meaningful price movements. The bond continues to trade

broadly in line with comparable BBB-rated short-dated peers, consistent with earlier pricing
observations.

Figure 1. Historical z-spread of Towngas SLB and BBB-rated peers. Source: Bloomberg Finance L.P., accessed 6 May

2026.
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Towngas bond peers

These peers were chosen as BBB-rated China issuers with similar short-dated maturities, providing
a reasonable reference point for relative spread comparison. While issuer fundamentals differ, they
are broadly consistent with earlier pricing observations in the BBB China short end.

Towngas CNY SLB

Arelevant reference point is Towngas Smart Figure 2. Historical spread and price of Towngas CNY Panda SLB.
Energy’s onshore CNY Sustainability-Linked Source: Bloomberg Finance L.P., accessed 6 May 2026.
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Around that confirmation event, wider z-

spreads and modestly lower bond prices

were observed in the Panda bond, seen in Figure 2.
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Conclusions

Based on disclosed end-2025 ESG data, Towngas Smart Energy appears to have missed both SPTs
embedded in its USD Sustainability-Linked Bond, pending formal external verification. This would
trigger a 25bp coupon step-up from October 2026 until maturity in April 2027.

Despite this, no clear secondary-market repricing has been observed to date. This may suggest
that investors are either not yet pricing in the prospective coupon adjustment or view its economic
impact as limited given the short remaining tenor.

More broadly, the case highlights a design question for sustainability-linked bonds: whether
relatively small coupon step-ups provide a sufficiently meaningful financial incentive to influence
issuer behaviour or drive market discipline, particularly when observation dates fall late in the
bond’s life.

It also illustrates how KPI relevance may weaken when business strategy changes over the life of
the instrument. In this instance, the company’s move towards a more asset-light operating model
appears misaligned with the original growth assumptions embedded in the bond’s target design.

3"Announcement on the Coupon Rate and Margin Adjustment of TCCL (Finance) Limited’s 2023 First Tranche
Medium-Term Notes (Sustainability-Linked, Bond Connect)", Chinamoney.com, 25 Apr 2025,
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IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment, accounting, or any regulatory or requlated
advice or services. This report is not intended to provide, and should not be relied on for, tax, legal,
investment, accounting, or requlatory or requlated advice or services. Nothing in this report is
intended (i) as investment advice, as an offer or solicitation of an offer to buy or sell, or as a
recommendation, endorsement, or sponsorship of any security, company, issuer, or fund or (ii) to
express a particular investment proposal in respect of a financial instrument or an issuer, or (iii) to
propose a particular investment decision in respect of a financial instrument or an opinion as to the
present or future value or price of any financial instrument or (iv) to recommend or suggest any
investment strategy.

AFll is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. AFll does not take into account your own
circumstances or assets and AFll assumes no direct or indirect responsibility or liability for any
investment decisions you make, and you remain fully responsible for your own research, legal and
regulatory compliance, and decisions.

Certain information presented may have been sourced from third parties. AFll believes that such
third-party information is reliable, and has checked public records to verify it wherever possible, but
does not guarantee its accuracy, timeliness or completeness; and it is subject to change without
notice.

Any reference to an issuer’s creditworthiness or likelihood of positive or negative performance in the
current or future market is purely observational and should not be taken as a recommendation,
endorsement or advice in relation to such issuer or its securities.

AFll is a non-profit organisation that provides fixed income investors with the insights and tools they
need to align their portfolios with ambitious climate and nature targets. For more information about
the Institute, please visit www.anthropocenefii.org.
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