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Brief overview

@ Major current trends
m Enhanced supervision
m Better sophistication
m Strong results
m Lending explosion

®m Internationalization first steps

@ Foreign banks in China
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BRIEF OVERVIEW

A well-equipped sector

MARKET MONITORING COMMERCIAL BANKS

m Central Bank PBOC m 4 Major state-owned banks: ICBC, CCB, BOC, ABC
m CBRC (China Bank Regulatory Commission) m 2nd —tier commercial banks
m 3 Policy banks m City Commercial banks

Distribution of total Chinese banking assets per category

State-owned commercial bank
. ® Rural cooperative financial institution
2% Urban commercial bank / Urban commercial cooperative
® Postal savings bank

® Shareholding commercial bank

204 Foreign capital bank
2% Non-banking financial institution
6%

® Policy bank
3%
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BRIEF OVERVIEW

The Big Four 1/2

ICBC
& T & 3R 17

@ ¥ & 44 £5

BANK OF CHINA

I:l:l ERISEtR1T
China Construction Bank

rp [ ROk AT

AGRICULTURAL BANK OF CHINA
Employees Branches Assets State

Dec. 2006 Ranking Ownership

ICBC 390 000 16 200 71%
260 000 10 000 17th 71%
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BRIEF OVERVIEW

The Big Four 2/2

State
Ownership
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MAJOR CURRENT TRENDS

1. Global restructuring and enhanced supervision 1/2

m From a centralistic and bureaucratic approach up to the early 2000’s...

m ... which led to huge NPL’s following the Asian Financial Crisis

State-owned banks average NPL Ratio

35%
25% 25% 25%
22%
| | | ‘ ‘ ‘ ‘ ‘ ‘
1994 1995 1996 1997 1999 2000

Source: Nicolas R. Lardy 2001
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MAJOR CURRENT TRENDS

1. Global restructuring and enhanced supervision 2/2

... to a progressive restructuring of the sector

Nonperforming Loan Ratio

m New governance rules for Major Chinese State-Owned Banks
m Creating credit rating standards 2%
m Progressive rates deregulating Ll
m Progressive privatizing through IPO’s 1%
m Foreign “strategic” shareholders : a success / Lo
aflop ol
m Step by step opening to new products ol
Source: CEIC

... with a clear reinforcement of the regulator’s role
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MAJOR CURRENT TRENDS

2. Banking sophistication

m In retail banking services

m In Wealth Management products

m In Investment Banking financing and hedging capacities

Investment-banking revenue in China, $bn

2005 06 o7 08 09 10
Source: Dealogic
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MAJOR CURRENT TRENDS

3. Record results 1/3

m Record results in 2009

m First half 2010 looks even better
State-owned banks Net Profit results
Net Profit First Half
20 2009 bUSD 2010

. I'\

II\HI'\ a Nn/s a0 N7 : "IN/
1ICBbC 01,070 10.9/ TZ(70

+15,32% 15.66 +27%

+29,9% 12.55 +44%
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MAJOR CURRENT TRENDS

3. Record results 2/3

State-owned banks Rankings

Employees Branches Assets State
Dec. 2006 Ranking Ownership

ICBC 390 000 16 200 6th 71%
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MAJOR CURRENT TRENDS

3. Record results 3/3

A R T A T T S, S A T
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MAJOR CURRENT TRENDS

4. Lending explosion and its consequences 1/2

m China Policy during the 2008 financial crisis was based on support

m With lending opened to all

Domestic Credit Growth

{inm %)
Bank lending in China
Monthly changes in loans ocutstanding. in billions of renminkbi 35 | I |
— Total loans 30 l
[ Short-term loans 1,500
0 Medium- and long-term loans a5 - j
Bill finanei
| nancing 20
15
10
5
1 1 1 | 1 1 1 | 1 u F i 1
atar Q2 07 Q307 04 07 Q108 Q208 Q308 Q4 08 Q104 Q208 Q309 Q4 09 B P omom - g - E -
Source: People’'s Bank of China, Graph A E E ﬁ g E E E ; r 8 E % ? iE Z E
8 ¥ 2 g S S 2
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MAJOR CURRENT TRENDS

4. Lending explosion and its consequences 2/2

m Three major consequences

= Real Estate Bubble

Residential & Commercial Property Prices in China

___________________________________________________

/’ . . A 12
" ) Real estate prices in 2009%; + 24% : s
} Increases have exceeded the rise in incomes gﬁ_
| . g 5 : 4
by 30% in Shanghai and 80% in Beijing 54
‘... =source: National Bureau of Statistics of China__’ S z |
T ———
_2 -
Nov-08 Feb-09 May-09 Aug-09 Now-09 Feb-10

m Inflation heating

m Potential NPL’s increase within the banking
system?

m Cooling down policy by PBOC throughout 2010 and 2011
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MAJOR CURRENT TRENDS

5. Internationalization first steps

m Up to recently the only international bank in China was BOC, for historic reasons

m Europe: 8 countries

@‘r @ 4&‘{[" = America: 5 countries = Asia-Pacific Area: 11 countries

m Africa: 2 countries

m Just beginning for the other major banks

Number of branches/subsidiaries overseas for major Chinese banks (2010)

25 28 m D ARl A Al A
= DdilKk U1l Ullirla
20
“ICBC
15
o ® China Construction Bank
1
5 2 ® Bank of Communications
-, e

Agricultural Bank of China

APAC Europe America Africa

m A trend which will accelerate
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FOREIGN BANKS IN CHINA

A small share forever 1/2

m Opportunities created by China entry into WTO (December 2001)

Opening of foreign RMB Business o ;
pen RMB Business open
BUSINESS fgﬂg%r;%gfeﬁ%‘:gtgs to all corporates in to all corporates and
SCOPE and individuals China individuals in China

~ >~

Dec Dec Dec Dec Dec Dec
2001 2002 2003 2004 2005

Shenzhen Guangzhou . Kunming Shantou
) . Jinan Fuzhou n . No more
Shanghai Qingdao Zhuhai Ningbo !
§ 4 Chengdu Geographic
Dalian Nanjing Chonaquin Beijing Shenyang B i
Tianjin Wuhan gquing Xiamen Xian
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FOREIGN BANKS IN CHINA

A small share forever 2/2

m Those new limitations progressively lifted or softened... But new limitations put forward
at each step

m Very limited opening to the asset management, corporate finance and securities

business

m Foreign banks have never represented more than 2% of the total

Foreign banks market share per country Assets and Market Share of Foreign-Funded Banks
400 2.5%
350
100 2.0%
= 300
80 - &
60 - g 250 15%
n 200
40 - &
4 150 10%
20 -
100
0 0.5%
) 50
\\‘ :F S L
f qfsﬂ"?e" q‘#&\qoqﬁ 0 0.0%
i ?& 2005 2006 2007 2008 2009 2013e
&
~z-°° &

mmm Asset Sze —8— % of Total China Bank Industry Assets
Source: Moreno and Villar (2002) Source: China Banking Regulatory Commission, Celent
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