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Objective

Industrial and Commercial Bank of China México, 

S.A., Institución de Banca Múltiple ("ICBC Mexico” 

or the Company) are planning to issue certain debt 

for increase the non-core Tier 1 Capital of ICBC 

Mexico with its HQ.

For these purposes ICBC Mexico hired 

PricewaterhouseCoopers, S.C. (“PwC”) in order to 

determine an Arm’s Length Range for an interest 

rate to be offered by ICBC Mexico through an 

issuance of certain financial instrument, 

considering the Mexican regulations on Transfer 

Pricing.

Scope

This document focuses exclusively on the transfer 

pricing implications for ICBC Mexico in 

accordance with the provisions of the Mexican 

Income Tax Law (“MITL”). 

In connection with our work, PwC has not 

assumed any responsibility for independent 

verification of the information contained in this 

report and we trust that such information is 

accurate and complete in all material respects. 

The scope of this does not include any other 

analysis on various aspects such as accounting, 

legal, contractual, labor or tax aspects other than 

transfer pricing in Mexico such as: federal taxes, 

Value Added Tax (“VAT”), taxes on foreign trade, 

aspects of Income Tax (“IT”) withholding or tax 

restructuring or international tax implications, 

among others.
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Objective and scope
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Background of the TP Analysis

Based on publicly available information, ICBC 

Mexico celebrated in March 2021 the issuance of 

an AT1 debt for up to USD $30,000,000 through 

the issuance of up to 300,000 subordinated 

obligations. These subordinated obligations are 

perpetual and the proceeds from the obligations 

are to strengthen ICBC Mexico's capital, and the 

issue was planned in order to comply with local 

Banking Regulations and Basel III capital 

requirements.

During 2026, ICBC Mexico is planning an issue of 

another perpetual debenture to its HQ in China. 

The characteristics are similar to the AT1 issued in 

2021, but the new issuance will be set in Chinese 

Yuan .

Description of the transaction under

analysis

Based on the main characteristics of the Actual 

Debt, the new 2026 note will have the following 

terms and conditions:

* The equivalent in RMB of USD $30,000,000.00 at the Exchange Rate 

published five (5) business days prior to the Issuance Date

** Which will be determined following this analysis.

*** Subordinated Obligations are perpetual and therefore do not have a 

fixed maturity date. Notwithstanding the foregoing, the Company shall 

have the option to redeem them beginning in the fifth year of validity, 

and on any interest payment date thereafter, either in full or in part, 

except in the event that the Issuer defers the payment of principal as 

established in the Issuance Certificate

3

Background and description of the transaction

Main terms and conditions of the AT1 New Note debt

Issue date 2026

Maturity date Perpetual

Issuance currency CNY

Amount issued USD $ 30,000,000*

Interest rate Floating **

Early amortization Not applicable***

Guarantees Not applicable

Subordinated Yes

1

1

Based on the review of the Monetary Policy of the China’s Central 

Bank (the People´s Bank of China, or “PBC”), the Monetary Policy 

Framework establishes intermediate targets. One of those 

intermediate targets applies to the Exchange rate, where the 

Renminbi is determined by a managed float regime, controlled by 

PBC, retaining ± 2% via the Chinese yuan fix.
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Renminbi (“RMB”)

The People’s Bank of China (“PBC”) was 

established during the Chinese Civil War. It 

issued the first RMB notes in December 

1948. 

The currency allowed the new 

administration to unify the Chinese economy 

which was then divided among several 

regional currencies.

RMB is the official currency of the People's 

Republic of China. It means “people's 

currency” in Mandarin.

Chinese Yuan (“CNY”)

The Yuan is the basic unit of the renminbi. 

The Chinese Yuan uses the abbreviation 

“CNY” to distinguish between the mainland 

currency (RMB) and other uses of the word.

Forex brokers will quote prices with the 

ticker CNY. 

The word yuan is used to refer to the 

Chinese currency generally, especially in 

international contexts.
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Chinese currency

The RMB exchange rate maintain a managed float by PBC, where the authorities retain 

significant influence over the exchange rate via the daily Chinese yuan fix – the midpoint of 

the permitted ±2% daily trading range – as well as the use of other measures. These 

measures have included capital flow management measures such as adjustments to risk 

reserve requirements for foreign exchange forwards and adjustments to cross-border 

financing macroprudential policies. Therefore, due to the renminbi’s principal unit is the 

Chinese yuan, for our analysis we considered the CNY to search of comparable public 

transactions in international markets.
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Shanghai Interbank Offered Rate (“Shibor”)

Shibor is a simple, no-guarantee, wholesale 

interest rate calculated by arithmetically 

averaging all the interbank RMB lending rates in 

Money markets offered by the price quotation 

group of banks with a high credit rating.

The price quotation group of Shibor consists of 

18 commercial banks, primary dealers of open 

market operation or market makers in the FX 

market. 
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Chinese interest rate system framework 

Therefore, due that Shibor is an interest rate considering all the interbank RMB lending rates 

without adding basis points that considers an additional spread for external risks to the money 

lending and with an overnight calculated rate standard methodology, we considered the Shibor 

as the best floating-base rate to consider in the issuance of the AT1 in CNY.

Loan Prime Rate (“LPR”)

LPR is calculated by the National Interbank Funding Center (“NIFC”), serving as the pricing 

reference for bank lending and for monetary reference in Credit markets based on the Chinese 

banking industry. LPR is based on the quotes made by quoting banks by adding a few basis points 

to the interest rate of open market operations (mainly referring to the rate of the medium-term 

lending facility, or “MLF”).



Preliminary 
results
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Preliminary results

In order to determine an interest rate that could serve as a reference for the transaction under analysis, we 

selected the Comparable Uncontrolled Price Method ("CUP") as the best transfer pricing method, which is 

recognized by the MITL. We applied the CUP to determine a range of interest rates that unrelated parties 

would agree under similar business circumstances. To get this, we reviewed different public information 

sources, in this case we used the information obtained from Refinitiv Workspace®.

Results

The scenario obtained considered the Yield to Worst associated to the bonds issued during 2025 plus a 

country risk adjustment, considering a cutoff date on January 15th, 2026.

Build-Up Method Date Minimum
Lower 

Quartile
Median

Upper 

Quartile
Maximum

Base interest rate Floating rate SHIBOR 3M SHIBOR 3M SHIBOR 3M
SHIBOR 

3M

SHIBOR 

3M

Yield to Worst Swap 

Spread

January 15th 

2026
0.39% 0.53% 2.80% 3.12% 3.61%

Country Risk Premium 

(CDS)

January 15th 

2026
0.91% 0.91% 0.91% 0.91% 0.91%

Reference interest rate
January 

2026

SHIBOR 3M + 

1.30%

SHIBOR 3M + 

1.43%

SHIBOR 3M + 

3.71%

SHIBOR 3M + 

4.02%

SHIBOR 3M 

+ 4.52%



Economic analysis

Application of the 
CUP
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Selection of the transfer pricing method

According to the OECD Guidelines, an appropriate method to document the main controlled transactions 

between related parties is the method that, given the facts and circumstances of the transaction under 

analysis, provides a reliable measure or the best estimate intercompany price or rate that could have 

been agreed by independent parties.

In order to determine the reliability of a method, the two most important factors to consider are the 

following:

i. The comparability degree between the related parties and the uncontrolled comparable 

transactions or comparable parties.

ii. The quality of the available information and the validity of the assumptions used in the analysis 

of the controlled transactions. 

Given that selecting a method involves a certain subjectivity degree, a method that could be considered 

imperfect is not rejected until it can be displayed that another or other methods are more reliable or give 

a better estimate of the market price value.

The determination of an interest range that unrelated parties would be willing to agree follows the 

application of the CUP method as the most reliable measure to estimate an adequate range for reference 

interest rates consistent with the OECD Guidelines.

We applied the CUP to estimate a range of interest rates, consistent with what non-related parties would 

agree under similar business circumstances. In order to do so, we went through different sources of 

information in order to find public benchmark rates on the financial market.

9

Application of the CUP
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Tested interest rate

Based on the background of the AT1 Note, this 

perpetual callable subordinated note will be 

determined as a float rate. Once explained this, 

we determined to perform the benchmark analysis 

for the float rate at the moment of the issuance.

Considering the economic conditions at the time 

this benchmark is analyzed, the monetary policy 

framework and public information on operations in 

international financial markets, we develop our 

CUP analysis considering open market operations 

negociated in CNY, with a rate of floating interest 

established at Shibor rate and with similar 

contractual terms considering timeframes aligned 

to those ICBC Mexico seeks to apply.

Search of comparable transactions

The application of the CUP method relies on the 

interest rates obtained through comparable 

transactions.

The search of comparable transactions was 

conducted on publicly available data for 

transactions. 

PwC performed a search on electronic databases 

to identify a set of uncontrolled transactions 

related with the issuance of perpetual callable 

notes. To perform this analysis, we used Refinitiv 

Workspace®, with which we obtained the fixed 

income bonds issued in the market.

10

Application of the CUP
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Search strategy 

We use the following search strategy:

• Universe: Government and Corporate

• Securities classified under “BICS Classification” as “Banks”

• Maturity type: Perpetual

• Currency of Securities issued: Chinese Yuan, US Dollar, Mexican 

Pesos and Canadian Dollar*

• Securities with issued after 12/31/2024

• Capital Tier: “AT1 - Additional Tier 1 Capital (Basel III)”

• Comparable transactions with similar “Issuer Rating”

• Comparable use of proceeds

• Lack of financial information

11

Application of the CUP

*We include AT1 bonds in USD, CAD, and MXN because they belong to the borrower’s 

economic zone (North America), where the bank operates, funds, and is primarily exposed 

to macro, regulatory, and investor-base conditions. These markets offer deeper liquidity and 

a broader sample of AT1. Currency differences are neutralized via cross-currency swaps, 

allowing all observations to be expressed as SHIBOR + spread, thus yielding arm’s-length 

comparables aligned with the borrower’s risk environment.
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Screening Search results

Universe: Government and Corporate 11,835,831 

Securities classified under “BICS Classification” as “Banks” 5,927,442 

Maturity type: Perpetual 6,149 

Securities with issued after 12/31/2024 3,385 

Securities with issued after 12/31/2024 295 

Currency of Securities issued: Chinese Yuan, USD, MXN an CAD 114 

Issuer Ratings:  “A+”, “A” & “A-” 37 

Final set with available information 37 

Application of the CUP
Search results

Determination of the arm's length range

Based on the set of comparable transactions, we performed some adjustments, in order to reflect the economic 

circumstances and market conditions that ICBC Mexico would face.

• SHIBOR 3M: which is the base interest rate for financial transactions in CNY; and

• Yield to Worst Swap Rate: represents the lowest possible return an investor might receive from a bond. The 

swap spread refers to exchanging the YTW of a comparable fixed-rate bond for a floating rate based on the 

SHIBOR rate.

• Credit Default Swap: Certain countries (such as Mexico) may have a higher risk of default than the U.S. and 

borrowers in those locations may only be able to secure funding at higher interest rates because of the 

additional sovereign risk. Thus, comparability adjustments were performed to account for the sovereign risk 

factor corresponding to Mexico compared to the China.
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Results

Conclusions
Based on the set of comparable transactions, the sample reflects the economic circumstances and the 

market conditions faced by the Banks in the activity of issuance perpetual callable subordinated notes, 

comparable to the AT1 Note to be issued by ICBC Mexico:

Regarding our conclusion and based on the Mexican Tax legislation in force during 2025, the 

arm’s length range of interest rate represents what independent third parties would agree in 

comparable transactions such as the issuance of perpetual callable subordinated note. 

• In order to comply with the article 180 of the MITL, the negotiated rate should be within the interquartile 

range.

Build-Up Method Date Minimum
Lower 

Quartile
Median

Upper 

Quartile
Maximum

Base interest rate Floating rate SHIBOR 3M SHIBOR 3M SHIBOR 3M
SHIBOR 

3M

SHIBOR 

3M

Yield to Worst Swap 

Spread

January 15th 

2026
0.39% 0.53% 2.80% 3.12% 3.61%

Country Risk Premium 

(CDS)

January 15th 

2026
0.91% 0.91% 0.91% 0.91% 0.91%

Reference interest rate
January 

2026

SHIBOR 3M + 

1.30%

SHIBOR 3M + 

1.43%

SHIBOR 3M + 

3.71%

SHIBOR 3M + 

4.02%

SHIBOR 3M 

+ 4.52%
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Results

1.58% 1.58% 1.58% 1.58% 1.58%

0.39% 0.53%

2.80%
3.12%

3.61%

0.91%
0.91%

0.91%

0.91%

0.91%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

Minimum Lower quartile Median Upper quartile Maximum

ANALYSIS OF THE INTEREST RATE OF AT1 NOTE DEBT

SHIBOR 3M YTW swap spread CDS MX 5Y

SHIBOR 3M + 

1.30%

SHIBOR 3M + 

1.43%

SHIBOR 3M + 

3.71%

SHIBOR 3M + 

4.02%

SHIBOR 3M + 

4.52%



Disclaimer

pwc.com/mx

• The scope of this document is limited to assisting ICBC Mexico in performing certain calculations and 

functional analyzes in order to determine an Arm’s Length Range for an interest rate of certain 

financial instrument to be issued that is reasonable from an economic and financial perspective.

• This report should not be considered as a guarantee that the authorities agree with our conclusions. 

Notwithstanding the foregoing, our conclusions are reasonable.

• Our scenarios are valid as long as the transaction is carried out within the parameters that we 

calculate from the market for each option previously presented.

• The results of the financial analysis will be used exclusively for fiscal purposes as indicated by ICBC 

Mexico’s administration as the purpose of our analysis.

• The calculations in this document are based upon the factual and financial information submitted by 

the management of ICBC Mexico; such information was neither audited nor confirmed by PwC. 

• We did not perform any analysis regarding the reasonableness of the financial information provided by 

the Company. We were not requested to make and have not made an independent evaluation of the 

reasonableness of any other intercompany transactions in accordance with the arm’s length standard.



Appendices

pwc.com/mx



Proprietary and confidential. Do not distribute.Industrial and Commercial Bank of China México, S.A., Institución de Banca Múltiple 17

External comparable bonds – TP Analysis FY 2026 

ID Issuer Cupon Amount Issued (CNY) Issue Date Coupon Type
S&P 

Equivalence

Yield to 

worst

Yield to 

worst 

Swap 

Fixed to 

Float

1 Agricultural Bank of China Ltd 2.2700 5,736,411,874 28/10/2025
Fixed 

Resettable
A 2.24% 0.53%

2 Agricultural Bank of China Ltd 2.0000 7,170,514,842 27/05/2025
Fixed 

Resettable
A 2.09% 0.39%

3 Bank of China Ltd 1.9700 4,302,308,905 22/07/2025
Fixed 

Resettable
A 2.10% 0.40%

4 Bank of China Ltd 2.1600 5,736,411,874 22/08/2025
Fixed 

Resettable
A 2.20% 0.49%

5 China Construction Bank Corp 1.9900 5,736,411,874 15/05/2025
Fixed 

Resettable
A 2.13% 0.43%

6 China Merchants Bank Co Ltd 2.0500 3,872,078,015 27/05/2025
Fixed 

Resettable
A- 2.14% 0.44%

7 China Merchants Bank Co Ltd 2.1300 2,868,205,937 25/04/2025
Fixed 

Resettable
A- 2.21% 0.52%

8
Industrial and Commercial Bank of China 

Ltd
1.9700 5,736,411,874 09/05/2025

Fixed 

Resettable
A 2.10% 0.40%

9
Industrial and Commercial Bank of China 

Ltd
2.2100 5,736,411,874 06/11/2025

Fixed 

Resettable
A 2.24% 0.52%

10 Postal Savings Bank of China Co Ltd 1.9900 4,302,308,905 19/02/2025
Fixed 

Resettable
A 2.16% 0.47%

11 Banco Bilbao Vizcaya Argentaria SA 7.7500 1,000,000,000 14/01/2025
Fixed 

Resettable
A- 6.17% 2.88%

12 M&T Bank Corp 6.3500 450,000,000 31/10/2025
Fixed 

Resettable
A 6.17% 2.77%
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External comparable bonds – TP Analysis FY 2026 

ID Issuer Cupon Amount Issued (CNY) Issue Date Coupon Type
S&P 

Equivalence

Yield to 

worst

Yield to 

worst 

Swap 

Fixed to 

Float

13 Citigroup Inc 6.8750 2,700,000,000 23/07/2025
Fixed 

Resettable
A 6.46% 3.12%

14 G S Group Inc 6.8500 1,900,000,000 24/01/2025
Fixed 

Resettable
A 6.30% 3.09%

15 Citigroup Inc 6.6250 2,500,000,000 10/12/2025
Fixed 

Resettable
A 6.30% 2.85%

16 UBS Group AG 7.0000 1,500,000,000 08/01/2026
Fixed 

Resettable
A 6.85% 3.54%

17 HSBC Holdings PLC 7.0500 2,000,000,000 05/06/2025
Fixed 

Resettable
A+ 6.00% 2.66%

18 UBS Group AG 7.0000 1,500,000,000 10/02/2025
Fixed 

Resettable
A 6.43% 3.19%

19 Societe Generale SA 7.1250 1,000,000,000 15/01/2026
Fixed 

Resettable
A- 6.94% 3.61%

20 Barclays PLC 7.6250 1,500,000,000 25/02/2025
Fixed 

Resettable
A 6.57% 3.34%

21 UBS Group AG 7.1250 1,500,000,000 10/02/2025
Fixed 

Resettable
A 6.71% 3.40%

22 ING Groep NV 7.0000 1,500,000,000 09/09/2025
Fixed 

Resettable
A+ 6.16% 2.75%

23 Lloyds Banking Group PLC 6.6250 1,000,000,000 03/11/2025
Fixed 

Resettable
A+ 6.52% 3.12%

24 Sumitomo Mitsui Financial Group Inc 6.4500 1,250,000,000 25/02/2025
Fixed 

Resettable
A- 5.89% 2.64%
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External comparable bonds – TP Analysis FY 2026 

ID Issuer Cupon Amount Issued (CNY) Issue Date Coupon Type
S&P 

Equivalence

Yield to 

worst

Yield to 

worst 

Swap 

Fixed to 

Float

25 UBS Group AG 7.0000 1,250,000,000 05/08/2025
Fixed 

Resettable
A 6.76% 3.44%

26 UMB Financial Corp 7.7500 300,000,000 12/06/2025
Fixed 

Resettable
A- 5.66% 2.32%

27 Standard Chartered PLC 7.6250 1,000,000,000 16/01/2025
Fixed 

Resettable
A 6.16% 2.97%

28 Huntington Bancshares Inc 6.2500 750,000,000 11/09/2025
Fixed 

Resettable
A- 6.22% 2.80%

29 Standard Chartered PLC 7.0000 1,000,000,000 14/11/2025
Fixed 

Resettable
A 6.51% 3.09%

30 Credit Agricole SA 7.1250 1,250,000,000 11/09/2025
Fixed 

Resettable
A+ 6.50% 3.07%

31 Comerica Inc 6.8750 400,000,000 11/08/2025
Fixed 

Resettable
A- 5.90% 2.55%

32 UBS Group AG 6.6250 1,500,000,000 08/01/2026
Fixed 

Resettable
A 6.51% 3.21%

33 Citigroup Inc 6.9500 2,000,000,000 12/02/2025
Fixed 

Resettable
A 6.35% 3.11%

34 Mitsubishi UFJ Financial Group Inc 6.3500 1,000,000,000 12/09/2025
Fixed 

Resettable
A- 5.96% 2.56%

35 BNP Paribas SA 7.4500 1,500,000,000 27/06/2025
Fixed 

Resettable
A+ 6.66% 3.25%

36 HSBC Holdings PLC 6.9500 1,500,000,000 27/02/2025
Fixed 

Resettable
A+ 6.02% 2.76%

37 UBS Group AG 6.6000 750,000,000 05/08/2025
Fixed 

Resettable
A 6.37% 3.01%
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float



Proprietary and confidential. Do not distribute.Industrial and Commercial Bank of China México, S.A., Institución de Banca Múltiple 24

Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float



Proprietary and confidential. Do not distribute.Industrial and Commercial Bank of China México, S.A., Institución de Banca Múltiple 36
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float
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Swaps Fixed to Float



Thank you

This content is for general information purposes only and should not be used as a substitute for consultation with professional advisors.

© 2024 PricewaterhouseCoopers, S.C. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal 

entity. Please see www.pwc.com/structure for further details.
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