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 Channel checks – We were in Hangzhou and Shanghai this week meeting bankers. 
We believe the current interbank tightness is partly the result of PBOC’s restrictions on 
WMPs, aimed at curbing improper activities/shadow banking. Interbank liquidity will 
likely ease in July. We see recent share price weakness as a buying opportunity – with 
the sector on about 0.95x FY13E P/B, valuations have just fallen below the recent 
trough in 3Q12. Prefer CCB and BOC – big banks have stronger capital and liquidity. 
Smaller banks are more vulnerable; MSB is most vulnerable given its large interbank 
business and need for interbank funding. 

 New PBOC restrictions on WMPs – Quarter-end liquidity shortfalls in WMPs have in 
the past been directly funded by the parent bank. But since April/May, the PBOC has 
prohibited banks from funding their WMPs. Banks are now routing liquidity to their 
WMPs via other banks and are raising liquidity earlier than before to ensure adequate 
funding. This has contributed to the pressures in the interbank market. 

 “Fake deposits” have created pressure – Another activity is the transformation of 
interbank deposits into customer deposits by banks by channeling the funds through 
insurance products. This is a grey area, in our view. But high interbank rates would 
naturally curb this activity. 

 Financial system is outgrowing the LDR ceiling – This bout of interbank tightness is 
symptomatic of two bigger forces: (1) diminished capital inflows; (2) financial system 
has been leveraging up to fund China’s investment growth and LDR is in fact more like 
80-90% if off B/S and shadow banking are included. And so the conflict with the 
outdated 75% LDR regulatory ceiling is becoming greater as shadow banking grows. 

 Environment still challenging for SMEs – Loan demand still soft in the region; loan 
pricing has been on a declining trend. No significant improvement in asset quality. But 
trust companies still see strong financing demand from LGFVs / property companies.  

Figure 1. Chinese Banks Leverage Adjusted for Off-Balance Sheet Assets (4Q12) 
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WMPs and the Surge in SHIBOR 

We were in Hangzhou and Shanghai this week meeting bankers and several banks’ 
treasury departments. Interbank market tightness dominated our discussions with 
banks’ treasury departments. We believe that a recent regulatory change in how 
wealth management products (WMP) obtain short-term liquidity has been an 
important reason behind the recent tightness in the interbank market. 

It has been known for a while that non-principal guaranteed WMPs have 
concentrated maturities at the end of each quarter – deliberately designed so that 
customer funds settle back onto banks’ balance sheets just before the quarter-end 
to boost deposit balances and meet the regulatory 75% LDR maximum.  

WMPs are asset-liability mismatched, with short-term customer funds – some 90% 
of WMPs are 6 months or shorter in duration – funding a portfolio of longer-term 
assets such as loans (eg. trust beneficiary rights) and bonds (for more details, see 
our report Chinese Banks – Wealth Management Products: Evolution not Closure). 
When WMPs mature, the funds are returned to the customers back into their bank 
deposit accounts, but the assets stay off-balance sheet.  

Figure 2. Monthly Issuance of Wealth Management Product (units)  Figure 3. Chinese Banks WMPs’ AUM as % of Total Deposits (1Q13) 
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This liquidity shortfall has in the past been directly funded by the WMP’s parent 
bank – and this liquidity requirement is usually very short-term, perhaps just a few 
days before the customer rolls the funds into a new WMP. This liquidity requirement 
is more intense at quarter-end because of the deliberate concentration of maturities 
and has in the past 1-2 years led to bouts of liquidity tightness in the interbank 
market. 

What is different this time is that the PBOC has recently restricted banks from 
directly providing liquidity to their WMPs. We understand this change occurred in 
April/May – after the CBRC’s Number 8 document on WMPs in late March and the 
regulatory crackdown on illegal trading in corporate bonds in April. We believe the 
rationale for the PBOC’s change is to curb improper pricing of liquidity transactions 
between banks and their WMPs because some of these apparently have occurred 
at below market rates, ie. banks effectively subsidizing their WMP returns. 

Visits in Hangzhou and Shanghai 

WMPs have concentrated maturities at 

quarter end 

WMPs are asset-liability mismatched 

WMP liquidity shortfall has been directly 

funded by parent bank 

But since April/May PBOC has restricted 

banks from funding their WMPs 
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To go around this, the banks are now routing liquidity to their WMPs through a third 
party bank. It is still possible for WMPs to obtain short-term liquidity but this new 
approach is less certain than the old arrangement and counterparty risks, limits and 
creditworthiness now need to be considered in this transaction. As a result, smaller 
banks with disproportionately large liquidity needs (large WMP exposures) may 
struggle and banks are generally raising liquidity earlier than before to ensure there 
is adequate funding. This behavior has definitely contributed to the pressures in the 
interbank market.  

Generating Fake Deposits 

Another activity that has added to the interbank market tightness is the 
transformation of interbank deposits into customer deposits via securities/insurance 
companies. We believe this is a grey area. In this arrangement, banks place 
borrowed funds from the interbank market into insurance products. These insurance 
products then deposit the funds into banks that are desperate and are willing to pay 
up for deposits. The bank that borrowed from the interbank market earns a spread 
(between the cost of interbank borrowing and the high deposit rate placed with the 
other bank). The bank that paid up for the deposit from the asset management plan 
(could be via a structured deposit, negotiated deposit or other methods) books this 
as a customer deposit – insurance deposits can be treated as customer deposits. 
Interbank deposits are not included in the CBRC’s LDR calculation; only customer 
deposits are counted. 

However, very high interbank rates currently would curb this activity as they make it 
difficult for banks to earn a positive spread by borrowing from the interbank market 
and re-depositing the amount at a higher rate. 

Financial System Is Outgrowing the 75% LDR Rule 

Regulators are effectively “killing two birds with one stone” – they are curbing 
improper transactions between banks and their WMPs, the generation of “fake 
deposits” through the transformation of interbank liquidity into deposits, and shadow 
banking activities. 

It is highly likely that interbank liquidity will remain tight until the end of June. There 
will likely be an easing off in July when customer deposits are rolled into new WMPs 
and liquidity demands will ease. Our economists also share this view (see China 
Macro Flash – Surging Shibor Likely Short-Lived; If Not, RRR Cuts Likely). But the 
factors above will remain unless there are regulatory changes, such as allowing 
WMPs to borrow liquidity from their parents at market rates and with transparency, 
and disallowing fund management deposits to be treated as customer deposits. 

We believe this bout of interbank market tightness is symptomatic of two bigger 
picture forces: firstly that there has been less capital inflow or even capital flight 
from China recently, and if this trend persists liquidity could remain an issue 
(although there is plenty of room to lower the RRR to offset); and secondly, the 
financial system has been leveraging up to fund China’s investment growth and the 
LDR of the financial system has risen to more like 80-90% if we include off balance 
sheet and shadow banking activities (versus the stated 71%) – and so the conflict 
with the outdated 75% LDR regulatory maximum is becoming greater as banking 
system leverage and shadow banking increase. 

Banks are now routing liquidity to their 
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Transforming interbank deposits into 
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But high interbank rates will curb this 

activity 

Regulators are killing two birds with one 
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Interbank liquidity likely to ease in July 

but a number of factors remain 
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Figure 4. China – Monthly Change in FX Positions  Figure 5. Chinese Banks Leverage Adjusted for Off-Balance Sheet 
Assets (4Q12) 
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Environment Still Challenging for SMEs 

During our trip, we also met some corporate and SME bankers and the feedback is 
that loan demand remains soft in Shanghai and Zhejiang (outside of property and 
local government infrastructure projects which are being funded by shadow 
banking) and loan pricing has as a result been on a declining trend. Asset quality 
has not shown significant improvement but has not shown significant further 
deterioration either; the environment remains challenging for SMEs and private 
enterprises. 

Figure 6. Chinese Banks 1-Year Forward Sector P/B  Figure 7. Chinese Banks 1-Year Forward Sector P/E 
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Figure 8. Chinese Banks – Valuation Table 

6/20/13 ABC ICBC CCB BoC CMB BoCom CNCB MSB CRCB Average 
Stock code  1288.CN   1398.CN   0939.CN   3988.CN   3968.CN   3328.CN   0998.CN   1988.CN   3618.CN   
Market cap (US$ bn) 129.37  205.98  165.97  110.83  36.94  50.93  22.19  29.33  4.06   
Recommendation   1   2   1   1   3   2   2   3   1   
Price (HK$) 3.09  4.57  5.15  3.08  13.28  5.32  3.68  8.02  3.39   
Target (HK$) 4.70  6.40  7.70  4.40  15.50  6.50  5.00  8.50  5.70   
Expected Return 52% 40% 50% 43% 17% 22% 36% 6% 68%  
           
EPS (Rmb)           
12 0.45  0.67  0.77  0.50  2.10  0.88  0.66  1.34  0.58   
13F 0.50  0.71  0.84  0.53  1.80  0.81  0.69  1.39  0.67   
14F 0.54  0.77  0.91  0.56  1.98  0.85  0.79  1.50  0.74   
EPS (Rmb) growth (%)           
12 19.0  14.5  14.1  12.2  25.3   7.9   (6.7) 28.6  26.2  15.00  
13F 12.5   6.2   8.1   5.8   (14.2) (8.3) 4.7   3.6  16.6  5.59  
14F  6.7   8.2   8.5   6.9  10.2   5.2  13.3   7.8   9.9  7.91  
EPS (HK$)           
12 0.54 0.82 0.94 0.61 2.56 1.08 0.81 1.64 0.70 0.91  
13F 0.61 0.87 1.02 0.64 2.19 0.99 0.85 1.70 0.82 0.93  
14F 0.65 0.94 1.10 0.69 2.42 1.04 0.96 1.83 0.90 1.01  
EPS (HK$) growth (%)           
12 19.0  14.5  14.1  12.2  25.3   7.9   (6.7) 28.6  26.2  15.00  
13F 12.5   6.2   8.1   5.8   (14.2) (8.3) 4.7   3.6  16.6  5.59  
14F  6.7   8.2   8.5   6.9  10.2   5.2  13.3   7.8   9.9  7.91  
PER (x)           
12  5.7   5.6   5.5   5.1   5.2   4.9  4.6   4.9   4.8  5.40  
13F  5.0   5.3   5.1   4.8   6.1   5.4  4.3   4.7   4.1  5.13  
14F  4.7   4.9   4.7   4.5   5.5   5.1  3.8   4.4   3.8  4.76  
Price/PPOP (x)           
12  4.6   5.5   5.1   4.6   6.1   4.6  3.6   6.4   4.9  5.09  
13F  3.7   4.4   4.1   3.8   4.2   3.5  2.7   3.9   4.1  4.01  
14F  3.4   3.9   3.6   3.4   3.6   3.2  2.6   3.1   3.4  3.57  
BVPS (HK$)           
12 2.81 3.91 4.59 3.60 11.32 6.24 5.05 7.01 4.18 4.53  
13F 3.24 4.51 5.28 4.03 12.47 6.93 5.70 8.52 4.82 5.16  
14F 3.68 5.15 6.03 4.50 14.23 7.66 6.44 10.01 5.46 5.87  
Price/Book (x)           
12  1.1   1.2   1.1   0.9   1.2   0.9  0.7   1.1   0.8  1.07  
13F  1.0   1.0   1.0   0.8   1.1   0.8  0.6   0.9   0.7  0.93  
14F  0.8   0.9   0.9   0.7   0.9   0.7  0.6   0.8   0.6  0.82  
DPS (HK$)           
12 0.19 0.29 0.33 0.21 0.77 0.08 0.18 0.18 0.21 0.27  
13F 0.21 0.31 0.36 0.23 0.66 0.30 0.21 0.34 0.30 0.31  
14F 0.23 0.33 0.39 0.24 0.73 0.31 0.24 0.37 0.33 0.33  
Dividend yield (%)           
12  6.2   6.4   6.3   6.9   5.8   1.5  5.0   2.3   6.1  5.89  
13F  6.9   6.8   6.9   7.3   5.0   5.6  5.8   4.2   8.7  6.66  
14F  7.4   7.3   7.5   7.8   5.5   5.9  6.5   4.6   9.6  5.86   

Note: *Exchange Rate of HK$1.219108 for FY13E and FY14E 
Source: Company Reports and Citi Research Estimates 
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Figure 9. Chinese Banks – Performance Ratios 

6/20/13 ABC ICBC CCB BoC CMB BoCom CNCB MSB CRCB Average 
ROA (stated)           
12 1.16 1.44 1.47 1.14 1.46 1.18 1.08 1.38 1.38 1.33 
13F 1.16 1.37 1.40 1.10 1.29 1.08 1.03 1.20 1.38 1.27 
14F 1.10 1.33 1.35 1.06 1.24 1.01 1.03 1.19 1.31 1.22 
ROE (stated)           
12 20.74 22.98 22.04 18.01 24.78 17.91 17.06 25.67 17.94 21.43 
13F 20.25 20.99 20.62 16.87 20.18 15.02 15.76 21.86 18.80 19.71 
14F 18.91 19.80 19.52 16.15 18.11 14.27 15.80 19.75 18.10 18.57 
Net interest margin           
12 2.77 2.58 2.75 2.15 3.03 2.59 2.65 2.88 3.50 2.64 
13F 2.68 2.48 2.64 2.20 2.88 2.46 2.60 2.65 3.38 2.56 
14F 2.59 2.40 2.55 2.10 2.80 2.35 2.55 2.66 3.28 2.47 
Cost/income           
12 43.0 35.9 37.0 43.7 42.8 39.2 39.0 41.7 44.5 39.62 
13F 44.1 36.2 37.1 43.7 43.6 39.4 40.3 43.3 42.9 40.08 
14F 45.1 36.6 37.9 44.2 44.3 40.3 41.2 44.3 42.7 40.79 
Non-interest inc/total operating income          
12 19.6 21.1 23.6 29.8 22.3 18.6 15.9 24.8 4.1 22.59 
13F 20.3 21.9 23.8 30.8 22.4 19.4 17.3 24.8 4.4 23.22 
14F 21.1 22.8 24.5 32.2 22.7 20.3 17.5 26.3 4.9 24.10 
Loans/deposits           
12 59.2 64.5 66.2 74.8 75.2 79.0 73.7 71.9 58.9 67.90 
13F 59.8 65.4 66.8 75.4 75.5 79.4 74.5 72.3 59.8 68.52 
14F 60.3 66.0 66.9 75.7 75.6 79.5 74.4 72.6 60.5 68.86 
Loan growth           
12 14.1 13.0 15.6 8.2 16.0 15.1 16.0 14.9 20.2 13.63 
13F 13.2 12.7 14.4 12.5 14.4 13.6 14.1 13.7 17.9 13.45 
14F 13.3 12.1 12.7 11.3 13.2 13.0 12.9 13.5 18.5 12.61 
Equity/assets           
12 5.7 6.4 6.8 6.8 5.9 7.2 6.7 5.2 7.4 6.46 
13F 5.8 6.6 6.9 6.8 6.8 7.1 6.7 6.1 7.4 6.64 
14F 5.9 6.8 7.0 6.8 6.8 7.0 6.7 6.3 7.2 6.72 
Tier 1 CAR           
12 9.7 10.6 11.3 10.5 8.5 11.5 9.9 8.1 12.0 10.50 
13F 9.7 10.5 11.3 10.5 9.3 11.0 9.8 8.1 11.3 10.45 
14F 9.7 10.8 11.6 10.6 9.2 10.7 9.5 8.3 10.2 10.60 
Total CAR           
12 12.6 13.7 14.3 12.6 12.1 14.4 13.4 10.8 12.9 13.39 
13F 12.3 13.2 13.2 13.7 12.2 13.6 12.2 9.8 11.8 13.01 
14F 12.2 13.5 13.4 13.6 11.9 13.1 11.6 9.9 10.7 13.00 
Bad Debt Provisions/Average Loans           
12 0.90 0.41 0.57 0.29 0.31 0.53 0.85 0.71 0.32 0.54 
13F 0.75 0.46 0.64 0.41 0.50 0.60 0.86 0.78 0.53 0.58 
14F 0.75 0.46 0.64 0.41 0.50 0.60 0.75 0.79 0.66 0.58 
Impaired loans ratio           
12 1.64 0.85 0.99 0.95 0.61 0.92 0.74 0.76 0.98 1.02 
13F 1.69 0.89 1.06 1.01 0.64 1.00 0.83 0.83 1.05 1.08 
14F 1.72 0.92 1.15 1.06 0.67 1.06 0.88 0.86 1.10 1.13 
Provision coverage            
12 265.8 296.0 271.3 236.3 355.1 254.5 288.2 315.1 350.6 279.0 
13F 264.0 286.4 268.8 245.8 360.6 253.2 303.4 309.2 322.5 277.2 
14F 264.9 284.3 261.8 243.8 368.9 256.8 309.0 316.8 316.3 276.0  

Source: Company Reports and Citi Research Estimates 
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Figure 10. China – Economic Indicators 
 
 2006 2007 2008 2009 2010 2011 2012 2013F 2014F 
Summary Data          
Nominal GDP, US$ bn 2,787.2 3,494.5 4,544.0 5,070.5 5,932.5 7,319.0 8,244.5 9,228.9 10,298.1 
Nominal GDP, local currency bn 22,224 26,583 31,490 34,632 40,151 47,310 51,932 56,964 62,406 
GDP per capita, US$ 2,120 2,645 3,422 3,800 4,424 5,432 6,089 6,789 7,545 
Economic Activity          
Real GDP, % yoy 12.7 14.2 9.6 9.2 10.4 9.3 7.8 7.7 7.3 
Real investment growth % yoy 13.6 14.7 11.0 19.2 11.9 9.7 8.4 7.6 7.1 
Real consumption growth % yoy 9.8 11.0 8.5 9.4 9.2 10.7 8.2 7.3 7.8 
private consumption growth % yoy 11.3 11.1 9.2 10.3 8.5 17.1 8.4 7.5 8.0 
Prices, Money & Credit          
CPI, % avg 1.5 4.8 5.9 -0.7 3.3 5.4 2.6 2.9 3.1 
Credit extension to private sector, % yoy 14.3 19.3 14.0 33.2 20.3 15.1 14.8 14.6 13.9 
Policy interest rate, % eop 2.52 4.14 2.25 2.25 2.75 3.50 3.00 3.00 3.25 
1 month inter-bank rate, % eop 2.58 3.61 1.23 1.79 6.17 6.00 4.90 3.40 3.65 
Long term yield, % eop 2.62 4.19 1.80 3.06 3.61 3.27 3.33 3.36 3.61 
lc/US$, eop 7.81 7.30 6.82 6.83 6.59 6.29 6.23 6.09 6.03 
Quarterly Economic Indicators 2011 Q3 2011 Q4 2012 Q1 2012 Q2 2012 Q3 2012 Q4 2013 Q1F 2013 Q2F 2013 Q3F 
GDP, % yoy 9.1 8.9 8.1 7.6 7.4 7.9 7.7 7.8 7.9 
CPI, % yoy 6.1 4.1 3.6 2.2 1.9 2.5 2.1 3.0 3.0 
Policy interest rate, % eop 3.50 3.50 3.50 3.25 3.00 3.00 3.00 3.00 3.00 
1 month inter-bank rate, % eop 5.92 5.99 4.22 4.48 3.99 4.90 3.40 3.40 3.40 
Long term yield, % eop 3.82 3.27 3.17 2.92 3.24 3.33 3.36 3.36 3.36 
lc vs USD, eop 6.38 6.29 6.30 6.35 6.28 6.23 6.21 6.11 6.09  

Source: CEIC Data Company Ltd, Fitch, IFS, Moody’s and Citi Research Estimates 

 

Figure 11. China - Power Consumption Growth YoY %  Figure 12. China - Fixed Asset Investment Growth YoY % 
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Figure 13. China – Steel Production YoY %  Figure 14. China - Manufacturing PMI (%) 
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Loans and Deposits 

 Deposit growth rebounded to 16.2% YoY, higher than loan growth of 15.6% YoY, 
in May 2013. 

 May RMB loan growth of Rmb667bn was a little softer than expected. 

Figure 15. China – Monthly New Loans by Type 

 May-12 Jun-12 Jul-12 Aug-12 Sep-12 Oct-12 Nov-12 Dec-12 Jan-13 Feb-13 Mar-13 Apr-13 May-13 
Total Loans (Rmb'bn) 62,307 63,325 63,876 64,662 65,459 66,068 66,687 67,287 68,548 69,281 70,488 71,328 72,000 
  YoY Growth Rate (%) 15.4 15.9 15.9 16.1 16.4 16.2 16.1 15.6 16.4 16.1 16.0 16.1 15.6 
  MoM Growth Rate (%) 1.4 1.6 0.9 1.2 1.2 0.9 0.9 0.9 1.9 1.1 1.7 1.2 0.9 
  YTD Growth Rate (%) 7.1 8.8 9.8 11.1 12.5 13.5 14.6 15.6 1.9 3.0 4.8 6.0 7.0 
MoM growth (Rmb'bn) 855 1,018 551 786 797 609 619 601 1,260 734 1,207 840 671 
YTD growth (Rmb'bn) 4,118 5,136 5,687 6,473 7,270 7,878 8,498 9,098 1,260 1,994 3,201 4,041 4,712 
RMB Loans (MoM Growth)              
Growth Amount (Rmb'bn) 793.2 919.8 540.1 703.9 622.6 505.4 522.0 454.3 1,072.1 620.0 1,062.5 792.9 667.4 
  Consumer loans 213.7 274.7 184.0 282.5 333.5 145.6 240.8 203.6 471.4 121.3 382.4 371.7 382.3 
     Short Term consumer loan 113.8 153.2 66.0 116.8 173.6 30.5 89.3 109.4 203.1 -17.0 210.6 140.6 153.1 
     Medium/Long term consumer loan 99.9 119.3 118.0 165.7 159.1 115.1 151.5 97.2 268.3 138.3 171.8 231.1 229.2 
  Corporate loans 575.8 649.1 355.8 421.1 293.1 358.6 281.7 239.7 598.6 499.4 682.0 420.3 285.4 
     Short term corporate loan 152.4 416.7 95.4 150.1 354.5 246.7 304.7 448.6 293.5 181.4 290.7 53.6 37.8 
     Medium/long term corporate loan 169.9 163.0 92.0 120.3 127.7 168.5 -3.1 -15.4 309.8 282.6 253.0 175.0 145.5 
     Bills financing 232.0 34.0 152.6 131.4 -216.9 -73.2 -36.9 -191.1 -33.5 18.1 118.3 168.7 84.4 
     Other corporate loan 21.5 35.4 15.8 19.3 27.8 16.6 17.0 -2.4 28.8 17.3 20.0 23.0 17.7  

Source: CEIC Data Company Limited, Citi Research 

 

Figure 16. China – Monthly New Deposits by Type 

 May-12 Jun-12 Jul-12 Aug-12 Sep-12 Oct-12 Nov-12 Dec-12 Jan-13 Feb-13 Mar-13 Apr-13 May-13 
Total Deposits (Rmb'bn) 87,843 90,869 90,418 90,944 92,589 92,316 92,773 94,310 95,511 96,330 100,698 100,587 102,036 
  YoY Growth Rate (%) 12.2 13.2 13.6 13.2 14.3 14.2 14.2 14.1 16.5 15.0 16.0 16.3 16.2 
  MoM Growth Rate (%) 1.5 3.4 -0.5 0.6 1.8 -0.3 0.5 1.7 1.3 0.9 4.5 -0.1 1.4 
  YTD Growth Rate (%) 6.3 9.9 9.4 10.0 12.0 11.7 12.2 14.1 1.3 2.1 6.8 6.7 8.2 
MoM growth (Rmb'bn) 1,326 3,027 -452 526 1,645 -273 457 1,537 1,201 819 4,368 -111 1,449 
YTD growth (Rmb'bn) 5,172 8,199 7,748 8,274 9,919 9,646 10,103 11,640 1,201 2,020 6,388 6,276 7,725 
RMB Deposits (MoM Growth)              
Growth Amount (Rmb'bn) 1,222 2,857 -501 504 1,654 -280 474 1,597 1,179 772 4,224 -100 1,482 
  Household deposits 226 1,481 -534 103 1,119 -664 252 1,224 777 1,770 1,175 -934 277 
     Demand deposits 124 882 -471 178 490 -355 259 840 432 460 637 -1,004 80 
     Time deposits 102 598 -63 -75 630 -309 -8 385 345 1,310 538 70 196 
  Enterprise deposits 552 936 -397 196 480 -116 325 1,134 51 -941 2,411 315 385 
     Demand deposits 326 377 -359 62 -165 523 205 776 -541 -801 967 -280 78 
     Time deposits 226 559 -38 134 645 -639 120 358 592 -139 1,443 594 307 
Fiscal deposits 265 -236 427 41 -370 481 -115 -1,173 330 24 -265 522 463 
Other deposits 179 676 3 164 425 19 12 411 22 -82 903 -3 356  

Source: CEIC Data Company Limited, Citi Research 
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Interest Rates and Loan Pricing 

 RMB loan/deposit ratio eased slightly to 67.7% in May 2013 from a high of 69.4% 
in November 2011. 

 Proportion of new loans priced above the benchmark rate rose in 1Q13. 

Figure 17. China – Loan and Deposit Growth YoY %  Figure 18. China – Loan to Deposit Ratio (%) 
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Source: CEIC Data Company Limited, Citi Research  Source: CEIC Data Company Limited, Citi Research 

Figure 19. China – 10 Year Government Bond Yields %  Figure 20. China – 1 Year Benchmark Lending and Deposit Rate (%) 
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Source: CEIC Data Company Limited, Citi Research  Source: Bloomberg, Citi Research 

Figure 21. China – Loan, Discounted Bills Yields %  Figure 22. China – Distribution of Loan Pricing 
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PBOC Benchmark Rates and NPLs 

 System NPLs up 6.8% qoq and 20.2% yoy. 

 Big banks’ NPLs relatively resilient; deterioration most rapid among joint stock 
banks. 

Figure 23. China – Change in Benchmark Lending and Deposit Rates (%) 

        Change (bps) 
 24 Oct 

2010 
26 Dec 

2010 
13 Feb 

2011 
10 Apr 

2011 
10 Jul 

2011 
10 Jun 

2012 
8 Jul 
2012 

24 Oct 
2010 

26 Dec 
2010 

13 Feb 
2011 

10 Apr 
2011 

10 Jul 
2011 

10 Jun 
2012 

8 Jul 
2012 

Lending rates (%)               
6 month 5.10   5.35  5.60  5.85  6.10  5.85  5.60  24  25  25  25  25  (25) (25) 
1 year 5.56   5.81  6.06  6.31  6.56  6.31  6.00  25  25  25  25  25  (25) (31) 
1-3 year 5.60   5.85  6.10  6.40  6.65  6.40  6.15  20  25  25  30  25  (25) (25) 
3-5 year 5.96   6.22  6.45  6.65  6.90  6.65  6.40  20  26  23  20  25  (25) (25) 
Over 5 year 6.14   6.40  6.60  6.80  7.05  6.80  6.55  20  26  20  20  25  (25) (25) 
Deposit rates (%)               
Savings 0.36   0.36  0.40  0.50  0.50  0.40  0.35  0  0  4  10  0  (10) (5) 
3 month 1.91   2.25  2.60  2.85  3.10  2.85  2.60  20  34  35  25  25  (25) (25) 
6 month 2.20   2.50  2.80  3.05  3.30  3.05  2.80  22  30  30  25  25  (25) (25) 
1 year 2.50   2.75  3.00  3.25  3.50  3.25  3.00  25  25  25  25  25  (25) (25) 
2 year 3.25   3.55  3.90  4.15  4.40  4.10  3.75  46  30  35  25  25  (30) (35) 
3 year 3.85   4.15  4.50  4.75  5.00  4.65  4.25  52  30  35  25  25  (35) (40) 
5 year 4.20   4.55  5.00  5.25  5.50  5.10  4.75  60  35  45  25  25  (40) (35)  

Source: Bloomberg, Citi Research 

 

Figure 24. China – Quarterly Non-Performing Loans Breakdown 

 Mar-11 Jun-11 Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13 YoY % QoQ % YTD % 
Non-performing loans (Rmb bn)             
Commercial Bank 433,300 422,900 407,800 427,900 438,200 456,400 478,800 492,900 526,500 20.2% 6.8% 6.8% 
    Major Commercial Bank: Large 310,000 303,000 287,900 299,600 299,400 302,000 307,000 309,500 324,100 8.2% 4.7% 4.7% 
    Major Commercial Bank: Share Hldg 55,200 53,000 53,100 56,300 60,800 65,700 74,300 79,700 89,600 47.4% 12.4% 12.4% 
    City Commercial Bank 33,300 32,600 33,000 33,900 35,900 40,300 42,400 41,900 45,400 26.5% 8.4% 8.4% 
    Rural Commercial Bank 29,900 29,900 29,700 34,100 37,400 42,600 48,700 56,400 61,200 63.6% 8.5% 8.5% 
    Foreign Bank 4,900 4,400 4,000 4,000 4,800 5,800 6,300 5,400 6,200 29.2% 14.8% 14.8% 
NPL Ratio (%)          in bps   
Commercial Bank 1.10% 1.00% 0.90% 0.96% 0.94% 0.94% 0.95% 0.95% 0.96% 2 1 1 
    Major Commercial Bank: Large 1.20% 1.10% 1.10% 1.10% 1.04% 1.01% 1.00% 0.99% 0.98% -6 -1 -1 
    Major Commercial Bank: Share Hldg 0.70% 0.60% 0.60% 0.60% 0.63% 0.65% 0.70% 0.72% 0.77% 14 5 5 
    City Commercial Bank 0.90% 0.80% 0.80% 0.80% 0.78% 0.82% 0.85% 0.81% 0.83% 5 2 2 
    Rural Commercial Bank 1.80% 1.70% 1.60% 1.60% 1.52% 1.57% 1.65% 1.76% 1.73% 21 -3 -3 
    Foreign Bank 0.50% 0.50% 0.40% 0.41% 0.49% 0.58% 0.62% 0.52% 0.59% 10 7 7  

Source: CEIC Data Company Limited, Citi Research 
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China Banks – Quarterly Trends 

Figure 25. China Banks – 1Q13 Loan Growth (YoY %)  Figure 26. China Banks – 1Q13 Deposit Growth (YoY %) 
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Source: Company Reports and Citi Research  Source: Company Reports and Citi Research 

Figure 27. China Banks – 1Q13 Net Interest Margin (%)  Figure 28. China Banks – 1Q13 NPL Ratio (%) 

3.31%
2.93% 2.78% 2.71% 2.65% 2.59% 2.57% 2.45%

2.22%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

CRCB CMB ABC CCB CNCB ICBC BoCom MSB BOC
 

 

0.99% 0.97% 0.91% 0.88% 0.87%
0.78% 0.76%

0.66%

1.27%

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.4%

1.6%

ABC CCB BoCom BOC CNCB ICBC CRCB MSB CMB
 

Source: Company Reports and Citi Research  Source: Company Reports and Citi Research 

Figure 29. China Banks – 1Q13 Non-interest Income / Total Income (%)  Figure 30. China Banks – 1Q13 Cost-Income Ratio 
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Source: Company Reports and Citi Research  Source: Company Reports and Citi Research 

Figure 31. China Banks – 1Q13 Loan-Deposit Ratio (%)  Figure 32. China Banks – 1Q13 Provision charge / Average Loans (%) 
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Source: Company Reports and Citi Research  Source: Company Reports and Citi Research 
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Total System Credit 

 Total system credit grew 7% YTD in 1Q13; rising credit/GDP ratio. 

 Trust and corporate bonds growing fast at c17% YTD. 

Figure 33. China Total System Credit 

Outstanding Balances  
(Rmb bn) 

2007 2008 2009 2010 2011 1H12 2012 1Q13  Growth Amount YoY 
(Rmb bn) 

2008 2009 2010 2011 2012 

RMB & FX Loans 27,775 32,010 42,560 50,920 58,190 63,330 67,290 70,790  RMB & FX Loans 4,235 10,550 8,360 7,270 9,100 
Trust Assets - Credit related 1,692 1,946 2,238 2,765 4,390 5,007 6,664 7,821  Trust Assets - Credit 

related 
254 292 527 1,625 2,274 

Corp Bonds 873 1,483 2,680 3,965 5,327 6,159 7,623 8,429  Corp Bonds 611 1,197 1,285 1,362 2,296 
Undiscounted BABs 1,211 1,211 1,965 4,115 4,955 5,433 5,922 6,592  Undiscounted BABs 0 754 2,150 840 967 
Entrusted Loans *** 1,491 1,922 2,505 3,395 4,553 5,036 5,833 6,356  Entrusted Loans *** 431 583 889 1,158 1,280 
Letter of credit ** 2,779 3,217 3,798 4,750 6,222 6,525 6,877 7,083  Letter of credit ** 438 581 952 1,472 655 
Total System Credit 35,821 41,789 55,746 69,909 83,637 91,490 100,209 107,072  Total System Credit 5,969 13,957 14,163 13,728 16,572 
Nominal GDP 26,581 31,405 34,090 39,798 47,156 49,288 51,932 52,970        
Bank credit / GDP 104% 102% 125% 128% 123% 128% 130% 134%        
Total system credit / GDP 135% 133% 164% 176% 177% 186% 193% 202%        
                
Mix of balance 2007 2008 2009 2010 2011 1H12 2012 1Q13  Growth Rates YoY 2008 2009 2010 2011 2012 
RMB & FX Loans 78% 77% 76% 73% 70% 69% 67% 66%  RMB & FX Loans 15.2% 33.0% 19.6% 14.3% 15.6% 
Trust Assets - Credit related 5% 5% 4% 4% 5% 5% 7% 7%  Trust Assets - Credit 

related 
15.0% 15.0% 23.5% 58.8% 51.8% 

Corp Bonds 2% 4% 5% 6% 6% 7% 8% 8%  Corp Bonds 70.0% 80.7% 47.9% 34.4% 43.1% 
Undiscounted BABs 3% 3% 4% 6% 6% 6% 6% 6%  Undiscounted BABs 0.0% 62.3% 109.4% 20.4% 19.5% 
Entrusted Loans *** 4% 5% 4% 5% 5% 6% 6% 6%  Entrusted Loans *** 28.9% 30.3% 35.5% 34.1% 28.1% 
Letter of credit ** 8% 8% 7% 7% 7% 7% 7% 7%  Letter of credit ** 15.8% 18.1% 25.1% 31.0% 10.5% 
Total System Credit 100% 100% 100% 100% 100% 100% 100% 100%  Total System Credit 16.7% 33.4% 25.4% 19.6% 19.8%  

Source: PBOC, Wind, China Trust Association, Citi Research;  
Note: * Trust assets for 2007-09 are based on our estimates, not officially disclosed; ** Based on 14 A/H listed banks which we assumed accounting for 70% market share of 
total BAB market; *** Based on 10 A/H listed banks which we assumed accounting for 50% market share of system entrusted loans; **** GDP is on a 12-month historical rolling 
basis. 

 

Figure 34. Contribution to Growth in Total System Credit   Figure 35. Total System Credit YTD Growth Breakdown (1Q13) 
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Figure 36. China – Outstanding Bonds and Net Issuance (Rmb bn) 

 Outstanding Balance  
(Rmb bn) 

  
Ytd % 

  
YoY growth % 

  Net Issuance  
(Rmb bn)  

 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 1Q13  1Q13  2009 2010 2011 2012  2010 2011 2012 1Q13 
Central Govt 2,506 3,035 3,396 3,705 3,937 5,642 5,766 6,446 7,159 7,568 7,810 7,808  0  12 11 6 3  713 409 242 -2 
Local Govt 0 0 0 0 0 0 0 200 400 600 650 650  0  NA 100 50 8  200 200 50 0 
Financial Bond 1,242 1,562 1,784 2,174 2,566 3,246 4,115 5,016 5,751 7,261 9,017 9,305  3  22 15 26 24  735 1,510 1,756 288 
PBoC Bills 149 379 974 2,024 2,988 3,395 4,628 4,057 3,703 1,942 1,158 1,158  0  -12 -9 -48 -40  -354 -1,761 -784 0 
Corporate Bond 78 130 171 375 610 873 1,483 2,680 3,965 5,327 7,623 8,429  11  81 48 34 43  1,285 1,362 2,296 806 
STCP 0 0 0 138 258 320 420 452 668 835 1,265 1,470  16  8 48 25 51  216 167 430 205 
Enterprise 62 102 126 180 240 346 500 823 1,099 1,332 1,934 2,137  10  65 34 21 45  276 233 602 203 
Company 0 0 0 0 0 11 40 113 165 293 548 646  18  183 46 78 87  52 128 255 98 
MT Bills 0 0 0 0 0 0 167 865 1,361 2,066 2,908 3,197  10  417 57 52 41  496 705 842 289 
ABS 0 0 0 13 31 38 50 23 11 7 32 33  3  -54 -52 -36 357  -12 -4 25 1 
Convertible 6 20 33 25 12 10 14 12 79 116 126 145  15  -14 558 47 9  67 37 10 19 
Others 10 8 12 19 70 148 292 392 582 678 810 801  -1  34 48 16 19  190 96 132 -9 
Total 3,975 5,106 6,325 8,278 10,101 13,156 15,992 18,399 20,978 22,698 26,258 27,350  4  15 14 8 16  2,579 1,720 3,560 1,092  

Source: Wind Info, Citi Research 

 

Figure 37. Off-Balance Sheet Guarantee & Acceptance Growth YoY % 
(Dec. 2012) 

 Figure 38. Off-Balance Sheet Guarantee & Acceptances as % of Loans 
(Dec. 2012) 
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Source: Company Reports and Citi Research  Source: Company Reports and Citi Research 

 

Figure 39. UDIV Loans (RMB bn)  Figure 40. UDIV Loans as % of Total Loans (Mar. 2013) 
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Trust Industry 

 Trust assets surged 17% qoq in 1Q13. 

 Property trusts flat yoy, infrastructure trusts grew 89% yoy. 

Figure 41. Trust Assets Growth YoY %  Figure 42. Trust Assets Breakdown by Type 
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Source: CEIC Data Company Limited, Citi Research  Source: China Trust Association, Citi Research 

 

Figure 43. China – Trust Assets Breakdown 

               QoQ Growth (%)  YoY Growth (%) 
Rmb bn 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13  1Q12 2Q12 3Q12 4Q12 1Q13  1Q12 2Q12 3Q12 4Q12 1Q13 
Credit Type 1,462 1,859 1,826 1,794 1,877 2,030 2,155 2,475 2,632 2,721 3,098 3,651 4,259  6 3 14 18 17  40 34 44 48 62 
  - Property 235 315 378 432 487 605 680 688 687 675 677 688 770  0 -2 0 2 12  41 12 0 0 12 
  - Infrastructure 888 1,064 1,001 995 994 1,013 977 1,016 1,115 1,192 1,392 1,650 2,111  10 7 17 19 28  12 18 42 62 89 
  - Other Corporates 339 480 447 367 397 412 498 771 831 854 1,029 1,313 1,378  8 3 21 28 5  109 107 107 70 66 
Investment Type 422 505 603 726 906 1,244 1,383 1,723 2,007 2,093 2,320 2,678 2,948  16 4 11 15 10  122 68 68 55 47 
  - Stocks 88 79 116 148 175 191 181 172 183 182 185 213 257  7 -1 2 15 20  5 -5 2 24 40 
  - Funds 9 11 10 13 18 16 19 23 25 36 41 60 77  10 45 13 48 27  41 130 110 168 209 
  - Bonds 39 73 110 113 115 151 155 226 251 313 448 533 576  11 25 43 19 8  118 108 188 135 129 
  - Corporate 286 342 368 451 597 886 1,027 1,302 1,547 1,562 1,646 1,871 2,038  19 1 5 14 9  159 76 60 44 32 
Others 491 551 528 520 485 469 560 614 663 724 903 1,141 1,525  8 9 25 26 34  37 54 61 86 130 
Total Trust Assets 2,374 2,915 2,957 3,040 3,268 3,742 4,098 4,811 5,302 5,538 6,320 7,470 8,731  10 4 14 18 17  62 48 54 55 65 
                          
 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13  1Q12 2Q12 3Q12 4Q12 1Q13  1Q12 2Q12 3Q12 4Q12 1Q13 
Collective Capital 299 350 479 627 781 989 1,150 1,359 1,500 1,588 1,699 1,883 2,095  10 6 7 11 11  92 61 48 39 40 
Single Capital 1,912 2,428 2,339 2,266 2,343 2,590 2,792 3,282 3,603 3,681 4,264 5,102 6,094  10 2 16 20 19  54 42 53 55 69 
Fiduciary 164 138 139 148 143 163 156 171 200 269 356 486 542  17 35 32 36 12  40 65 129 185 171 
Total Trust Assets 2,374 2,915 2,957 3,040 3,268 3,742 4,098 4,811 5,302 5,538 6,320 7,470 8,731  10 4 14 18 17  62 48 54 55 65  

Source: China Trust Association, Citi Research 
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Wealth Management Products 

 Total balance of WMPs among H-share banks grew 53% YoY in Apr-13. 

Figure 44. Monthly Issuance of Wealth Management Product (units)  Figure 45. Chinese Banks’ WMPs AUM (1Q13) 
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Source: CEIC Data Company Limited, Citi Research  Source: Company Reports and Citi Research    Note: *NPGP: Non-Principal 
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Figure 46. Chinese Banks WMPs’ AUM as % of total deposits (1Q13)  Figure 47. Chinese Banks WMPs’ AUM YTD Growth (1Q13) 
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 Source: Citi Research 

 

Figure 48. WMP Yields: Non-Principal Guaranteed Products  Figure 49. WMP Yields: Principal Guaranteed Products 
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Market Trends 

 Market turnover recovers from 2012 lows. 

 Primary equity issuance weak, down massively vs 2011. 

 Margin financing continues to grow rapidly. 

Figure 50. SHCOMP Index Price Performance  Figure 51. China Equity Markets - Average Daily Turnover 
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Source: CEIC Data Company Limited, Citi Research  Note: Data for Shanghai (SHCOMP Index) and Shenzhen (SZCOMP Index) 

Source: CEIC Data Company Limited, Citi Research 

Figure 52. China Equity Markets - Monthly Velocity  Figure 53. China Equity Markets - Monthly Turnover 
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Note: Data for Shanghai (SHCOMP Index) and Shenzhen (SZCOMP Index) 
Source: Wind Info, Citi Research 

 Note: Data for Shanghai (SHCOMP Index) and Shenzhen (SZCOMP Index) 
Source: Wind Info, Citi Research 

Figure 54. Outstanding Margin Loan and Margin Purchase Transactions  Figure 55. China Equity Markets – Capital Raised (Rmb bn) 
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Brokerage Companies’ Monthly Data 

 Listed brokers’ monthly revenues and earnings showing some recovery but off a 
very low base. 

 YTD earnings growth still in negative territory. 

Figure 56. A-share Listed Brokers: Monthly Operating Revenue and 
Earnings 

 Figure 57. A-share Listed Brokers: Monthly Shareholder Funds 
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Source: Company Reports and Citi Research  Source: Company Reports and Citi Research 

 

Figure 58. A-share Listed Brokers: YTD Operating Revenue Growth YoY  Figure 59. A-share Listed Brokers: YTD Net Earnings Growth YoY (%) 
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Figure 60. China – Bank Earnings Forecasts and Key Assumptions (RMB Billion) 

 ICBC CCB BoC ABC BoCom 
 FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E 
Loan Growth (%) 13.0 12.7 12.1 15.6 14.4 12.7 8.2 12.5 11.3 14.1 13.2 13.3 15.1 13.6 13.0 
Net Interest Margin (bps) 258 248 240 275 264 255 217 220 210 277 268 259 259 246 235 
Net Interest Income (RMB b) 417.8 449.8 486.1 353.2 389.5 425.9 257.0 278.6 296.5 341.9 373.0 405.8 120.1 129.2 138.6 
NII Growth (%) 15.2 7.6 8.1 16.0 10.3 9.3 12.7 8.4 6.4 11.3 9.1 8.8 16.1 7.6 7.2 
Non Interest Income (RMB b) 111.9 126.2 143.4 109.3 121.8 138.3 109.2 124.0 140.5 83.1 94.7 108.7 27.4 31.2 35.3 
Non-II Growth (%) 3.8 12.8 13.6 15.3 11.4 13.6 9.0 13.5 13.3 14.5 14.0 14.7 15.2 13.7 13.2 
 -Fee Income (RMB b) 106.1 120.5 136.9 93.5 106.4 122.2 69.9 80.7 93.4 74.8 86.2 99.5 20.9 24.0 27.6 
 -Fee Growth (%) 4.4 13.6 13.7 7.5 13.7 14.8 8.1 15.5 15.7 8.9 15.2 15.4 11.9 15.0 15.0 
 -Other Income (RMB b) 5.8 5.8 6.5 15.8 15.5 16.2 39.3 43.3 47.1 8.2 8.5 9.2 6.5 7.2 7.7 
 -Other Income Growth (%) (7.3) (0.7) 12.6 101.9 (2.3) 4.6 10.4 10.1 8.9 116.5 3.6 7.7 27.1 9.8 7.0 
Total Income (RMB b) 529.7 576.0 629.5 462.5 511.4 564.2 366.2 402.6 437.0 425.0 467.8 514.4 147.6 160.5 173.9 
Total Income Growth (%) 12.6 8.7 9.3 15.8 10.6 10.3 11.5 9.9 8.6 11.9 10.1 10.0 15.9 8.7 8.4 
Non-II % of Total Income 21.1 21.9 22.8 23.6 23.8 24.5 29.8 30.8 32.2 19.6 20.3 21.1 18.6 19.4 20.3 
Operating Costs (RMB b) 189.9 208.6 230.6 171.1 189.9 214.0 160.0 176.0 193.4 182.8 206.1 232.0 57.8 63.2 70.1 
Costs Growth (%) 12.0 9.8 10.6 18.4 11.0 12.7 13.6 10.0 9.9 16.2 12.8 12.6 17.1 9.4 11.0 
Costs % of Total Income 35.9 36.2 36.6 37.0 37.1 37.9 43.7 43.7 44.2 43.0 44.1 45.1 39.2 39.4 40.3 
Pre-Provision Profit (RMB b) 339.8 367.4 398.9 291.5 321.5 350.2 206.2 226.6 243.7 242.2 261.6 282.4 89.8 97.2 103.8 
PPP Growth (%) 12.9 8.1 8.6 14.4 10.3 8.9 10.0 9.9 7.5 8.9 8.0 7.9 15.2 8.3 6.7 
PPOP/Avg Loans (Bps) 409.6 392.5 379.3 416.1 399.2 383.0 312.2 310.7 298.8 401.2 381.5 363.5 325.8 309.0 291.1 
Provision Charges (RMB b) 33.7 42.8 48.0 40.0 51.8 58.4 19.4 30.2 33.6 54.2 51.4 58.3 14.5 18.9 21.4 
 - NPL Ratio (%) 0.8 0.9 0.9 1.0 1.1 1.2 1.0 1.0 1.1 1.6 1.7 1.7 0.9 1.0 1.1 
 - Provision Coverage (%) 296.0 286.4 284.3 271.3 268.8 261.8 236.3 245.8 243.8 265.8 264.0 264.9 254.5 253.2 256.8 
 - Provisions bps of Loans 40.7 45.7 45.7 57.2 64.3 63.8 29.4 41.4 41.2 89.8 75.0 75.0 52.8 60.0 60.0 
Others (RMB b) 2.7 2.9 3.2 0.0 0.0 0.0 0.6 0.7 0.7 0.0 0.0 0.0 0.0 0.0 0.0 
Pre-tax Profit (RMB b) 308.7 327.5 354.1 251.4 269.7 291.9 187.4 197.1 210.8 187.9 210.2 224.1 75.2 78.4 82.4 
Tax (RMB b) 70.0 73.9 79.6 57.8 60.8 65.2 41.9 43.3 46.2 42.8 47.0 50.0 16.7 18.0 18.8 
Minorities (RMB b) 0.2 0.2 0.2 0.4 0.1 0.1 6.1 6.3 6.9 0.0 0.0 0.0 0.1 0.1 0.1 
Net Profit (RMB b) 238.5 253.4 274.2 193.2 208.8 226.5 139.4 147.5 157.7 145.1 163.2 174.1 58.4 60.2 63.4 
FD EPS (RMB) 0.67 0.71 0.77 0.77 0.84 0.91 0.50 0.53 0.56 0.45 0.50 0.54 0.88 0.81 0.85 
FD EPS Growth (%) 14.5 6.2 8.2 14.1 8.1 8.5 12.2 5.8 6.9 19.0 12.5 6.7 7.9 (8.3) 5.2 
BVPS (RMB) 3.21 3.70 4.23 3.77 4.33 4.95 2.95 3.31 3.69 2.31 2.65 3.01 5.12 5.68 6.28 
BVPS Growth (%) 17.5 15.1 14.4 16.1 15.1 14.2 13.9 12.0 11.5 15.4 15.0 13.6 16.5 11.1 10.5 
RoRWA (%) 2.66 2.44 2.30 2.68 2.52 2.39 2.00 1.92 1.83 2.13 2.09 1.94 1.94 1.73 1.58 
Tier 1 ratio (%) 10.6 10.5 10.8 11.3 11.3 11.6 10.5 10.5 10.6 9.7 9.7 9.7 11.5 11.0 10.7 
Core Tier 1 ratio (%) 10.6 10.5 10.8 11.3 11.3 11.6 10.4 10.5 10.6 9.7 9.7 9.7 11.5 11.0 10.7 
CAR (%) 13.7 13.2 13.5 14.3 13.2 13.4 12.6 13.7 13.6 12.6 12.3 12.2 14.4 13.6 13.1 
Loan to Deposit ratio (%) 64.5 65.4 66.0 66.2 66.8 66.9 74.8 75.4 75.7 59.2 59.8 60.3 79.0 79.4 79.5 
EPS SENSITIVITY STUDY  FY13E FY14E  FY13E FY14E  FY14E FY15E  FY13E FY14E  FY13E FY14E 
EPS Base Case (RMB)  0.71 0.77  0.84 0.91  0.53 0.56  0.50 0.54  0.81 0.85 
% Impact from                
Loan Growth: +1% Chg  0.7 0.7  0.7 0.8  0.8 0.8  0.8 0.8  0.9 1.0 
NIM: +10bps Chg  5.5 5.7  5.5 5.7  6.7 7.0  6.6 7.0  6.7 7.2 
Cost Income %: +1% Chg  1.8 1.8  1.9 1.9  2.1 2.2  2.2 2.3  2.1 2.1 
Provisions / Loans: +10bps Chg  2.9 3.0  3.0 3.1  3.9 4.0  3.3 3.5  4.0 4.3 
ROA/ROE DECOMP (%) FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E 
Net interest income 2.53 2.43 2.35 2.69 2.61 2.53 2.10 2.08 2.00 2.74 2.65 2.57 2.43 2.31 2.20 
Total operating income 3.21 3.11 3.05 3.52 3.43 3.35 2.99 3.01 2.94 3.41 3.33 3.25 2.99 2.86 2.76 
Operating expenses -1.15 -1.12 -1.12 -1.30 -1.27 -1.27 -1.31 -1.31 -1.30 -1.47 -1.47 -1.47 -1.17 -1.13 -1.11 
Op profit before provisions 2.06 1.98 1.93 2.22 2.16 2.08 1.68 1.69 1.64 1.94 1.86 1.79 1.82 1.74 1.65 
Provisions -0.20 -0.23 -0.23 -0.31 -0.35 -0.35 -0.16 -0.23 -0.23 -0.44 -0.37 -0.37 -0.29 -0.34 -0.34 
Non-recurring items 0.02 0.02 0.02 0.00 0.00 0.00 0.01 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Tax -0.42 -0.40 -0.39 -0.44 -0.41 -0.39 -0.34 -0.32 -0.31 -0.34 -0.33 -0.32 -0.34 -0.32 -0.30 
Net profit (ROA) 1.44 1.37 1.33 1.47 1.40 1.35 1.14 1.10 1.06 1.16 1.16 1.10 1.18 1.08 1.01 
Leverage (x) 15.9 15.4 14.9 15.0 14.7 14.5 15.8 15.3 15.2 17.8 17.5 17.2 15.2 14.0 14.2 
ROE 22.98 20.99 19.80 22.04 20.62 19.52 18.01 16.87 16.15 20.74 20.25 18.91 17.91 15.02 14.27  

Source: Company Reports and Citi Research Estimates 
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Figure 61. China – Bank Earnings Forecasts and Key Assumptions (RMB Billion) 

 CMB CNCB Minsheng CRCB Sector (9 Banks) 
 FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E 
Loan Growth (%) 16.0 14.4 13.2 16.0 14.1 12.9 14.9 13.7 13.5 20.2 17.9 18.5 13.3 13.4 12.5 
Net Interest Margin (bps) 303 288 280 265 260 255 288 265 266 341 338 328 263 254 246 
Net Interest Income (RMB b) 88.4 98.7 110.1 75.5 81.6 90.6 77.2 86.0 94.0 13.1 15.6 17.6 1,744.1 1,902.1 2,065.1 
NII Growth (%) 15.8 11.7 11.5 15.9 8.1 11.0 19.0 11.5 9.2 24.6 19.3 12.9 14.5 9.1 8.6 
Non Interest Income (RMB b) 25.4 28.5 32.3 14.2 17.1 19.2 25.4 28.3 33.5 0.6 0.7 0.9 506.6 572.5 652.2 
Non-II Growth (%) 25.0 12.1 13.6 18.7 19.9 12.7 46.4 11.3 18.2 (8.5) 28.1 27.1 12.7 13.0 13.9 
 -Fee Income (RMB b) 19.7 23.1 26.6 11.2 13.9 16.0 20.5 24.7 29.8 0.4 0.6 0.8 417.1 480.1 552.8 
 -Fee Growth (%) 26.3 17.2 15.1 26.9 24.3 15.0 35.9 20.6 20.6 (31.4) 27.8 35.0 9.5 15.1 15.1 
 -Other Income (RMB b) 5.6 5.3 5.7 3.0 3.1 3.2 4.9 3.6 3.6 0.1 0.2 0.2 89.4 92.4 99.4 
 -Other Income Growth (%) 20.8 (5.5) 7.0 (4.3) 3.3 2.1 116.2 (27.6) 1.6 (667.4) 29.5 (0.0) 30.1 3.3 7.6 
Total Income (RMB b) 113.8 127.1 142.4 89.7 98.7 109.8 102.6 114.3 127.4 13.7 16.3 18.5 2,250.7 2,474.7 2,717.3 
Total Income Growth (%) 17.8 11.8 12.0 16.4 10.0 11.3 24.8 11.4 11.4 22.8 19.7 13.5 14.1 10.0 9.8 
Non-II % of Total Income 22.3 22.4 22.7 15.9 17.3 17.5 24.8 24.8 26.3 4.1 4.4 4.9 22.5 23.1 24.0 
Operating Costs (RMB b) 48.7 55.5 63.1 35.0 39.8 45.3 42.7 49.5 56.5 6.1 7.0 7.9 894.1 995.5 1,112.9 
Costs Growth (%) 18.2 14.0 13.7 23.2 13.7 13.8 16.6 15.7 14.2 27.2 15.5 12.7 15.7 11.3 11.8 
Costs % of Total Income 42.8 43.6 44.3 39.0 40.3 41.2 41.7 43.3 44.3 44.5 42.9 42.7 39.7 40.2 41.0 
Pre-Provision Profit (RMB b) 65.1 71.7 79.3 54.7 58.9 64.5 59.8 64.9 70.9 7.6 9.3 10.6 1,356.5 1,479.1 1,604.4 
PPP Growth (%) 17.5 10.1 10.7 12.4 7.6 9.6 31.4 8.4 9.3 19.5 23.0 14.0 13.1 9.0 8.5 
PPOP/Avg Loans (Bps) 367.1 351.0 341.6 353.5 330.8 319.4 462.2 438.5 422.0 476.8 493.1 475.7 382.4 367.9 353.4 
Provision Charges (RMB b) 5.6 10.2 11.6 13.1 15.3 15.2 9.2 11.5 13.2 0.5 1.0 1.5 190.3 233.1 261.1 
 - NPL Ratio (%) 0.6 0.6 0.7 0.7 0.8 0.9 0.8 0.8 0.9 1.0 1.0 1.1 1.0 1.1 1.1 
 - Provision Coverage (%) 355.1 360.6 368.9 288.2 303.4 309.0 315.1 309.2 316.8 350.6 322.5 316.3 272.0 271.2 270.3 
 - Provisions bps of Loans 31.5 50.0 50.0 84.6 86.0 75.0 71.0 77.6 78.7 32.2 52.7 65.8 53.9 57.8 57.5 
Others (RMB b) 0.1 0.1 0.1 (0.0) (0.0) (0.0) 0.0 0.0 0.0 0.0 0.1 0.1 3.3 3.8 4.1 
Pre-tax Profit (RMB b) 59.6 61.5 67.8 41.6 43.6 49.4 50.7 53.4 57.7 7.1 8.4 9.3 1,169.5 1,249.7 1,347.4 
Tax (RMB b) 14.3 14.2 15.6 10.2 10.7 12.1 12.3 13.0 14.1 1.7 2.0 2.1 267.8 282.7 303.8 
Minorities (RMB b) 0.0 0.0 0.0 0.4 0.4 0.4 0.7 0.9 1.0 0.0 0.0 0.0 7.9 8.0 8.9 
Net Profit (RMB b) 45.3 47.4 52.2 31.0 32.5 36.8 37.6 39.5 42.6 5.4 6.5 7.1 893.8 959.0 1,034.8 
FD EPS (RMB) 2.10 1.80 1.98 0.66 0.69 0.79 1.34 1.39 1.50 0.58 0.67 0.74 0.74 0.76 0.82 
FD EPS Growth (%) 25.3 (14.2) 10.2 (6.7) 4.7 13.3 28.6 3.6 7.8 26.2 16.6 9.9 15.7 3.1 8.1 
BVPS (RMB) 9.29 10.23 11.67 4.14 4.68 5.29 5.75 6.99 8.21 3.43 3.95 4.47 3.69 4.21 4.78 
BVPS Growth (%) 21.5 10.1 14.1 13.8 13.0 13.0 18.5 21.6 17.5 14.5 15.3 13.1 16.8 14.1 13.7 
RoRWA (%) 2.36 2.01 1.84 1.70 1.55 1.52 2.07 1.76 1.62 2.42 2.28 2.01 2.17 2.15 2.02 
Tier 1 ratio (%) 8.5 9.3 9.2 9.9 9.8 9.5 8.1 8.1 8.3 12.0 11.3 10.2 10.4 10.4 10.6 
Core Tier 1 ratio (%) 8.5 9.3 9.2 10.0 9.8 9.5 8.1 8.1 8.3 12.0 11.3 10.2 10.4 10.3 10.4 
CAR (%) 12.1 12.2 11.9 13.4 12.2 11.6 10.8 9.8 9.9 12.9 11.8 10.7 13.3 12.9 12.9 
Loan to Deposit ratio (%) 75.2 75.5 75.6 73.7 74.5 74.4 71.9 72.3 72.6 58.9 59.8 60.5 67.6 68.2 68.5 
EPS SENSITIVITY STUDY  FY13E FY14E  FY13E FY14E  FY13E FY14E  FY13E FY14E  FY13E FY14E 
EPS Base Case (RMB)  1.80 1.98  0.69 0.79  1.39 1.50  0.67 0.74  0.76 0.82 
% Impact from                
Loan Growth: +1% Chg  0.9 0.9  1.0 1.0  0.7 0.7  0.7 0.7  0.8 0.8 
NIM: +10bps Chg  5.6 5.8  7.3 7.3  6.2 6.3  5.5 5.8  6.0 6.3 
Cost Income %: +1% Chg  2.1 2.1  2.3 2.3  2.2 2.3  1.9 2.0  2.0 2.0 
Provision/Loans: +10bps Chg  3.3 3.4  4.1 4.1  2.8 3.0  2.3 2.4  3.2 3.4 
ROA/ROE DECOMP (%) FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E FY12A FY13E FY14E 
Net interest income 2.85 2.68 2.60 2.64 2.59 2.54 2.84 2.61 2.62 3.36 3.34 3.25 2.55 2.47 2.39 
Total operating income 3.67 3.46 3.37 3.13 3.13 3.08 3.77 3.47 3.56 3.51 3.49 3.42 3.29 3.21 3.15 
Operating expenses -1.57 -1.51 -1.49 -1.22 -1.26 -1.27 -1.57 -1.50 -1.58 -1.56 -1.50 -1.46 -1.31 -1.29 -1.29 
Op profit before provisions 2.10 1.95 1.88 1.91 1.87 1.81 2.20 1.97 1.98 1.95 1.99 1.96 1.98 1.92 1.86 
Provisions -0.18 -0.28 -0.27 -0.46 -0.49 -0.43 -0.34 -0.35 -0.37 -0.13 -0.21 -0.27 -0.28 -0.30 -0.30 
Non-recurring items 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.02 0.02 0.00 0.00 0.00 
Tax -0.46 -0.38 -0.37 -0.36 -0.34 -0.34 -0.45 -0.40 -0.39 -0.43 -0.42 -0.40 -0.39 -0.37 -0.35 
Net profit (ROA) 1.46 1.29 1.24 1.08 1.03 1.03 1.38 1.20 1.19 1.38 1.38 1.31 1.31 1.24 1.20 
Leverage (x) 17.0 15.7 14.7 15.7 15.3 15.3 18.6 18.2 16.6 13.0 13.6 13.8 16.1 15.6 15.3 
ROE 24.78 20.18 18.11 17.06 15.76 15.80 25.67 21.86 19.75 17.94 18.80 18.10 21.01 19.35 18.27  

Source: Company Reports and Citi Research Estimates 
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Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at 
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. 
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein 
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with 
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly, 
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report. 

IMPORTANT DISCLOSURES 

Citigroup Global Markets has been mandated as a joint bookrunner by Bank of Communications regarding a potential private placement. 

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of China Construction Bank, China 
Minsheng Banking. This position reflects information available as of the prior business day. 

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of China 
Construction Bank, Bank of China. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from China 
Construction Bank, Bank of China, Bank of Communications, China CITIC Bank, China Merchants Bank, China Minsheng Banking, Agricultural Bank of 
China, Industrial & Commercial Bank of China. 

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from China Construction Bank, Bank of China, China CITIC Bank, China Merchants Bank, Agricultural Bank of China, Industrial & Commercial Bank 
of China. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from China 
Construction Bank, Bank of China, Bank of Communications, China CITIC Bank, China Merchants Bank, China Minsheng Banking, Agricultural Bank of 
China, Industrial & Commercial Bank of China, Chongqing Rural Commercial Bank in the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): China Construction Bank, Bank 
of China, Bank of Communications, China CITIC Bank, China Merchants Bank, China Minsheng Banking, Agricultural Bank of China, Industrial & 
Commercial Bank of China. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: China Construction Bank, Bank of China, Bank of Communications, China CITIC Bank, China Merchants Bank, China Minsheng 
Banking, Agricultural Bank of China, Industrial & Commercial Bank of China, Chongqing Rural Commercial Bank. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: China Construction Bank, Bank of China, Bank of Communications, China CITIC Bank, China Merchants Bank, China 
Minsheng Banking, Agricultural Bank of China, Industrial & Commercial Bank of China, Chongqing Rural Commercial Bank. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

The Firm is a market maker in the publicly traded equity securities of China Construction Bank, Bank of China, Bank of Communications, Agricultural Bank of 
China, Industrial & Commercial Bank of China. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request. 

Citi Research Equity Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 31 Mar 2013 Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 48% 39% 12% 7% 87% 7%

% of companies in each rating category that are investment banking clients 53% 49% 43% 65% 49% 51%
Guide to Citi Research Fundamental Research Investment Ratings: 
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The 
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not 
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and, 
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the 
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analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, 
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or 
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Asia Simon Ho, CFA; Paddy Ran 

OTHER DISCLOSURES 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to China Construction Bank, Bank of China, Agricultural Bank of 
China. (For an explanation of the determination of significant financial interest, please refer to the policy for managing conflicts of interest which can be 
found at www.citiVelocity.com.) 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 
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Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any 
available Morgan Stanley research reports in addition to Citi Research research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith 
Barney LLC and its affiliates are available at the Morgan Stanley Wealth Management disclosure website at 
www.morganstanley.com/online/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 
This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was 
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is 
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 
39 Da-dong, Jung-gu, Seoul 100-180, Korea.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please 
contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, 
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the Product.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 
2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom 
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation 
or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office 
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