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Easing pressure on funding costs HSI': 31,122
e Loans from shadow banking continued to shrink émﬁ;\@lNG 4857 2863 8830 cindymangyy@dbs.com

in April as deleveraging continues Ken SHIH +85228204920kenshih@dbs.com

¢ Relatively loose liquidity conditions helping to
ease China banks’ funding costs

e Expect NIM to expand sequentially in 2Q18 Recommendation & valuation
e Maintain positive view on China banking sector; .
Top BUYs: CCB, CITIC, ABC and CMB Closing Target Pl
Ticker Rating Price Price PB Yield ROE
What's new? China’s outstanding total social financing (TSF), (HKD) (HKD) (X) (%)
which provides a much broader measure of credit and liquidity ABC-H 1288HK  BUY 445 512 09 50 146
BOC-H 3988 HK BUY 4.23 5.15 0.7 51 124

in the economy, came in at RMB181 trillion in April,

. . CCB-H 939HK  BUY 820 1056 1.0 44 147
representing a 10.5% growth y-o-y. Growth continued to slow

CEB-H 6818 HK  HOLD 399 415 07 54 112

with the shrinking shadow banking. Bank loans rose 12.4% y- OMB - 1 3968 WK BUY 3500 3870 15 32 163
0-y, which remained stronger than non-bank financing, which CQRCB 3618HK  BUY 557 728 07 47 151
expanded 6.3% y-o-y led by the decline in entrusted loans. BoCom-H 3328HK HOLD 630 659 06 52 108
Total RMB loans was up 12.7% y-o-y to RMB126bn in April, armic- H 998HK BUY 572 680 05 55 102
while total deposits increased 8.9% y-o-y to RMB170bn. Both CMSB-H ~ 1988HK HOLD 739 654 07 32 122
retail loans and corporate loans growth (+20%/+10% y-0-y) Closing

were largely supported by mid-to-long term loan demand. Ticker Rating price

(RMB)
ABC-A 601288 CH BUY 391 466 09 46 146
BOC-A 601988 CH BUY 390 469 08 45 122
CB-A 601939 CH BUY 7.74 961 1.1 38 148
CEB-A 601818 CH HOLD 410 378 08 44 123

Though commercial banks’ non-performing loans (NPL) was up
by 1 basis point (bp) g-0-qin 1Q18, coverage ratio/loan loss
reserve improved 9.9ppts/18bps g-o0-q to 191%/3.3%.

Our view. Thelatest TSF and bank loan figures indicate that CMB-A 600036 CH BUY 3008 3520 16 28 159
credit demand remains strong, driving higher loan pricing. The BoCom- A 601328 CH HOLD 622 58 08 46 114
first-home mortgage rate was 5.56% (vs5.51% in Mar), above dric- A 601998 CH HOLD 664 619 08 39 106
the benchmark rate by 66bps. Despite PBOC's prudent and CMSB-A 600016CH  SELL 793 595 0.8 32 142
neutral monetary policy is unchanged, market liquidity seems

to have increased since PBOC cut the reserve ratio by 1% to PBﬁ“i’;' - ek e

unleash RMB400bn in the market and RMB900bn to pay back ] 5v avg

MLF on 25 April, which allowed China banks to repay relatively N ®  Current

costly loans and boost lending to small firms. This would also o Trough cycle I

alleviate China banks’ funding costs pressure, though deposits -

growth was flattish m-o-m in April as the gap between WMPs “' l ' . . l l I I
and time deposits widened. However, as WMPs are no longer N '

under a principal guarantee structure, customers who are risk
adverse might shift to structured deposits, which offer lower )
retums than WMPs but have implicit guarantees, thus ; s U o=
increasing banks loan distribution capacity.
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China banks, helping them to increase bargaining power to May 11

raise pricing and improve asset quality. With the easing
interbank market rate helping to lower funding costs, China
banks’ net interest margin (NIM) would continue to expand
sequentially. We reiterate our positive view on China banks,
and our top BUYs are CCB (939 HK), ATIC (998 HK), ABC
(1288 HK) and CMB (3968 HK).
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Total Social Financing summary

Total social financing outstanding growth contribution by segment

YoY (%)
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Corporate and retail loan growth

Corporate loan growth close to 10% y-o-y driven by mid-to-

long term loans

Retail loan growth was up 19.6 % y-o-y, supported by mid-to-
LT retail loans (proxy of mortgage loans)
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Retail loan growth continues to outpace corporate loans
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Non-performing loan (NPL) and Special-mention loan (SML) trend

NPL and SML trend

NPL outstanding balance

NPLs 1,092 1,186 1,274 1,392 1,437 1,494 1,512 1,580 1,636 1,670 1,706 1,774 4.0%
Special mention loan 2,483 2,647 2,813 2,885 3,195 3,320 3,477 3,352 3,421 3,416 3,422 3,409 3,471 1.8%
By Five-category Classification
Substandard 480 530 563 592 651 636 642 609 640 656 671 625 720 15.1%
Doubtful 392 438 484 528 579 629 657 664 696 737 749 797 788 -1.0%
Loss 110 124 140 154 162 172 196 239 243 244 251 284 266 -6.3%
By Institutions
Major commercial banks 983 1,092 1,186 1,274 1,392 1,437 1,494 1,512 1,580 1,636 1,670 1,706 1,774 4.0%
SOE Banks 552 607 647 700 754 760 766 776 790 787 771 773 782 1.2%
JSBs 188 212 239 254 283 296 317 341 359 370 389 385 398 33%
City commercial banks 100 112 122 121 134 142 149 150 161 170 177 182 194 6.6%
Rural commercial banks 129 147 164 186 206 224 246 235 259 298 324 357 391 95%
Foreign banks 13 13 14 13 15 16 16 10 10 10 9 9 8 -1.2%
Provision amount 2,083 2,166 2,263 2,309 2,437 2,529 2,622 2,668 2,824 2,898 3,013 3,094 3,394 9.7%
Total loan 70,683 72,793 74,610 76,129 79,549 82,131 84,881 86,908 90,776 94,011 96,000 98,029 96,283 -1.8%
Nrimo(%) 1015 2015 3015 _4qi5_ 1016 2016 3Qi6 4Qis 1Qi7 2q17 317 4Qi7 1Q16__Chg
NPL ratio 1.39 1.50 1.59 1.67 1.75 1.75 1.76 1.74 1.74 1.74 1.74 1.74 1.75 Tbps
Special mention loan as % of total loan 3.51 3.64 3.77 3.79 4.02 4.04 4.10 3.87 3.77 3.64 3.56 3.49 3.42 -7bps
By Five-category Classification
Substandard 0.68 0.73 0.75 0.78 0.82 0.77 0.76 0.70 0.70 0.70 0.70 0.64 0.71 7bps
Doubtful 0.56 0.60 0.65 0.69 0.73 0.76 0.77 0.77 0.77 0.79 0.78 0.81 0.78 -3bps
Loss 0.16 0.17 0.19 0.20 0.20 0.21 0.23 0.28 0.27 0.26 0.26 0.29 0.26 -3bps

By Institutions
Major commercial banks

SOE Banks 1.38 1.48 1.54 1.66 1.72 1.69 1.67 1.68 1.64 1.60 1.54 153 1.50 -3bps
JSBs 1.25 135 1.49 153 1.61 1.63 1.67 1.74 1.74 173 1.76 1.7 1.70 -1bps
City commercial banks 1.29 1.37 1.44 1.40 1.46 1.49 1.51 1.48 1.50 1.51 1.51 1.52 1.53 1bps
Rural commercial banks 2.03 220 235 248 2.56 2.62 2.74 249 2.55 2.81 2.95 3.16 3.26 10bps
Foreign banks 1.07 1.16 1.19 1.15 1.30 1.41 1.41 0.93 0.89 0.85 0.76 0.70 0.66 -4bps

By Institutions
Major commercial banks

SOE Banks 209.5 193.7 184.7 171.7 162.6 163.9 162.5 162.6 166.4 168.0 175.2 180.5 199.0 1851bps
JSBs 204.6 195.1 187.7 181.0 1791 178.9 178.9 1704 175.2 175.5 1734 180.0 193.1 1313bps
City commercial banks 230.6 2195 2159 2213 217.8 216.8 2185 2199 2160 2118 216.2 2145 2135 -94bps
Rural commercial banks 220.0 206.4 199.7 189.6 185.8 185.5 183.9 199.1 1946  179.9 177.6 164.3 158.9 -537bps
Foreign banks 199.4 196.1 200.7 196.1 187.7 194.4 198.4 250.2 256.8 265.8 288.7 296.9 320.4 2354bps

Loanfossreserve (%) 296 298 304 303 306 307 309 307 311 309 313 316 334  7ébps
Source: DBSV, Wind
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Interest Rate movement

Government bond yield continued to edge down in April 2017 with 3-year/5-year/ 10-year bond yield at 3.24%/3.15%/3.65%
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The regulatory tightening also affected market liquidity, in turn leading to increase in volatility of repo and SHIBOR
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Wealth Management Products (WMPs) and corporate bonds issuance

WMPs return continued to widen

WNMPs still offer attractive returns over time deposit, close to
3.5%-3.8% over benchmark rate.
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Corporate bond AAA (10-yr) and AA (10-yr) were down 22bps
MoM and 11bps MoM respectively in April, following China
government bond (10 yrs) falling 10bps MoM. Mortgage rate was above benchmark rate by 13.5% in April
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Latest Macroeconomic snapshot

PPI growth slightly rebounded to +3.4% y-o-y in April

M1 & M2 y-o-y growth
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CPl posted a milder increase of 1.8% y-o-y in April
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PBOC open market operation withdrew RMB80bn in April
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PBOC also withdrew RMB900bn through MLF
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Share Price Performance

Sector performance (%): 1 month Sector performance (%): 3 months
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Peers Comparison

Target PBV PEV Div Yield ROE EPS CAGR

price Stock Price Mkt Cap FY16 FY17 FY18F FY19F FY16 FY17 FY18F FY19F FY16 FY17 FY18F FY19F FY16 FY17 FY18F FY19F 17A-19F
Coverage Ticker (LO) rating (HK$) (US$ m) X) X) X) (X) X) (X) X) (X) (%) (%) (%) (%) (%) (%) (%) (%) (%)
H-share banks
China Construction Bank Corp 939 HK 8.20 BUY 10.56 262,862 1.1 1.0 1.0 0.9 7.7 7.4 6.8 6.2 3.9% 41% 4.5% 4.9% 15.5% 14.8% 14.7% 14.8% 9.4%
Bank of China 3988 HK 4.23 BUY 5.15 174,827 0.8 0.8 0.7 0.7 6.9 6.5 6.0 5.6 4.6% 4.8% 52% 5.6% 12.5% 12.2% 12.4% 12.5% 7.1%
Agricultural Bank of China 1288 HK 4.45 BUY 5.12 198,936 1.0 0.9 0.9 0.8 7.0 6.7 6.1 5.6 4.4% 4.6% 5.0% 5.4% 15.1% 14.6% 14.6% 14.5% 8.9%
Bank of Communications 3328 HK 6.30 HOLD 6.59 66,641 0.7 0.7 0.6 0.6 6.1 6.0 59 59 5.0% 5.2% 5.3% 5.3% 12.2% 11.4% 10.8% 10.1% 1.3%
China Merchants Bank 3968 HK 35.00 BUY 38.70 118,430 1.9 1.6 1.5 1.4 124 10.9 9.6 8.5 2.4% 2.8% 3.2% 3.6% 16.3% 15.9% 16.3% 17.0% 13.4%
China CITIC Bank 998 HK 5.72 BUY 6.80 46,540 0.6 0.6 0.5 0.5 5.8 59 5.5 5.1 4.3% 52% 5.6% 6.1% 11.9% 10.6% 10.2% 10.1% 8.0%
China Everbright Bank 6818 HK 3.99 HOLD 4.15 32,212 0.8 0.8 0.7 0.7 6.4 6.2 6.7 6.6 2.8% 52% 5.4% 5.5% 13.8% 12.3% 11.2% 10.7% -2.8%
China Minsheng Banking Corp 1988 HK 7.39 HOLD 6.54 43,523 0.7 0.6 0.7 0.6 49 4.7 54 5.9 4.4% 4.0% 3.2% 3.2% 15.1% 14.2% 12.2% 11.1% -10.5%
Chongging Rural Commercial Bank 3618 HK 5.57 BUY 7.28 7,096 0.9 0.8 0.7 0.6 5.7 5.1 4.7 4.2 4.1% 4.1% 4.7% 5.3% 16.0% 15.4% 15.1% 15.1% 10.8%
Average 1.0 0.9 0.8 0.8 7.1 6.7 6.4 6.0 4.0% 4.4% 4.7% 5.0% 14.4% 13.6% 13.2% 13.0% 5.5%
A-share banks
China Construction Bank Corp - A 601939 CH 7.7 BUY 9.61 262,873 1.2 1.1 1.0 0.9 8.4 8.0 7.4 6.7 3.6% 3.8% 4.1% 4.5% 15.5% 14.8% 14.7% 14.8% 7.8%
Bank of China- A 601988 CH 3.9 BUY 4.69 174,834 0.9 0.8 0.8 0.7 7.3 6.9 6.4 59 4.3% 4.5% 4.9% 5.3% 12.5% 12.2% 12.4% 12.5% 7.1%
Agricultural Bank of China - A 601288 CH 3.9 BUY 4.66 198,945 1.0 0.9 0.9 0.8 71 6.7 6.2 5.7 4.3% 4.6% 5.0% 5.4% 15.1% 14.6% 14.6% 14.5% 7.6%
Bank of Communications - A 601328 CH 6.2 HOLD 5.88 66,644 0.8 0.8 0.7 0.7 7.0 6.8 6.7 6.7 4.4% 4.6% 4.7% 4.7% 12.2% 11.4% 10.8% 10.1% 1.4%
China Merchants Bank - A 600036 CH 30.1 BUY 35.20 118,435 1.9 1.6 1.5 1.4 12.2 10.8 9.5 8.4 2.5% 2.8% 3.3% 3.7% 16.3% 15.9% 16.3% 17.0% 13.3%
China CITIC Bank - A 601998 CH 6.6 HOLD 6.19 46,542 0.9 0.8 0.7 0.7 7.8 7.9 7.4 6.8 3.2% 3.9% 4.2% 4.6% 11.9% 10.6% 10.2% 10.1% 4.9%
China Everbright Bank 601818 CH 4.1 HOLD 3.78 32,214 0.9 0.8 0.7 0.7 6.5 6.4 6.9 6.7 2.4% 4.4% 4.6% 4.7% 13.8% 12.3% 11.2% 10.7% -1.0%
China Minsheng Banking Corp - A 600016 CH 7.9 SELL 5.95 43,525 0.9 0.8 0.8 0.8 6.0 5.8 6.6 7.3 3.5% 3.2% 2.6% 2.6% 15.1% 14.2% 12.2% 11.1% -5.9%
Average 1.1 1.0 0.9 0.8 7.8 7.5 7.1 6.7 3.6% 4.0% 4.2% 4.5% 14.2% 13.4% 13.0% 12.8% 4.7%
HK banks
Hang Seng Bank Ltd 11 HK 201.60 BUY 220.00 49,100 2.8 2.6 2.5 2.3 24.0 19.5 17.0 14.9 3.0% 3.3% 41% 4.7% 11.5% 13.7% 14.7% 16.0% 17.1%
BOC Hong Kong Holdings Ltd 2388 HK 40.65 BUY 53.70 54,750 1.9 1.8 1.7 1.5 17.5 14.8 12.9 11.8 4.6% 3.4% 3.9% 4.2% 11.7% 12.3% 13.3% 13.6% 14.0%
Bank of East Asia Ltd 23 HK 34.25 F.V. 30.05 12,249 1.1 1.0 1.0 1.0 24.3 13.5 18.0 16.8 1.7% 3.0% 2.2% 2.4% 4.5% 7.8% 5.6% 5.8% 13.1%
Dah Sing Bank 2356 HK 18.44 BUY 21.65 3,300 1.1 1.0 0.9 0.8 13.4 1.6 8.9 8.4 2.1% 2.3% 3.0% 3.2% 8.5% 8.9% 10.6% 10.4% 16.7%
Standard Chartered 2888 HK 81.15 NR 34,139 0.7 0.7 0.7 0.7 -71.5 441 14.1 11.8 0.0% 0.0% 0.0% 0.1% -1.0% 1.6% 5.1% 5.9% n.a.
Average 1.5 1.4 1.3 1.3 1.5 20.7 14.2 12.7 2.3% 2.4% 2.7% 2.9% 7.0% 8.9% 9.9% 10.3% 15.2%
ASEAN banks
OCBC OCBC SP 13.14 BUY 41,168 1.5 1.4 1.3 1.2 15.6 13.4 1.2 10.2 2.7% 2.8% 3.0% 3.1% 9.9% 11.1% 12.3% 12.5% 15.2%
UoB UOB SP 29.66 BUY 36,935 1.5 1.4 1.3 1.2 15.6 14.2 12.2 1.1 2.4% 3.6% 3.0% 3.2% 10.1% 10.1% 10.9% 11.2% 12.2%
RHB Bank RHBBANK MK 5.27 HOLD 5,223 1.0 0.9 0.9 0.8 11.6 10.8 10.2 9.4 2.3% 2.8% 2.9% 2.8% 8.5% 8.7% 8.7% 8.9% 7.2%
Maybank MAY MK 10.70 BUY 28,896 1.6 1.5 1.5 1.5 15.8 14.7 13.5 12.6 4.9% 5.1% 5.6% 5.7% 10.4% 10.6% 11.3% 11.8% 7.9%
Public Bank PBK MK 23.88 BUY 22,791 2.7 2.5 2.3 2.1 17.7 16.9 15.5 14.1 2.4% 2.6% 2.8% 3.0% 15.9% 15.3% 15.3% 15.3% 7.9%
Average 1.7 15 1.4 1.4 153 14.0 125 115 2.9% 3.4% 3.5% 35% T0.9% 11.2% T1.7% 11.9% 10.7%
Other Asia banks
Sumitomo Mitsui Financial Group 8316JT 4,520.00 NR 58,536 0.7 0.6 0.6 0.6 9.6 8.8 8.8 9.0 3.3% 3.3% 3.5% 3.7% 7.2% 8.2% 7.6% 6.9% 2.1%
Mizuho Financial Group 841171 199.20 NR 46,307 0.6 0.6 0.6 0.5 7.4 83 9.1 9.7 3.8% 3.8% 3.8% 3.8% 8.3% 6.6% 6.6% 5.9% -8.6%
Shinhan Financial Group 055550 KS 47,700.00 NR 21,186 0.7 0.7 0.7 0.6 83 7.8 71 6.7 3.0% 3.0% 3.4% 3.7% 8.9% 9.2% 9.4% 9.3% 7.5%
Industrial Bank of Korea 024110 KS 16,950.00 NR 8,890 0.6 0.6 0.5 0.5 10.3 7.8 6.4 6.2 2.8% 3.6% 4.1% 4.5% 5.9% 7.3% 8.4% 8.3% 18.5%
Average 0.7 0.6 0.6 0.6 8.9 8.2 7.8 7.9 3.2% 3.4% 3.7% 3.9% 7.6% 7.8% 8.0% 7.6% 4.9%
Global banks
Bank of America BACUS 30.92 NR 313,509 1.3 1.3 1.2 1.2 19.7 19.0 12.1 10.6 0.8% 1.3% 1.9% 2.6% 6.8% 7.7% 10.4% 11.2% 22.83%
Citigroup Ccus 72.86 NR 185,788 1.0 1.0 1.0 0.9 154 -244 1.3 9.9 0.6% 1.3% 2.0% 2.5% 6.6% -3.8% 8.6% 9.5% 16.1%
JP Morgan JPM US 113.86 NR 387,668 1.8 1.7 1.6 1.5 18.2 17.9 12.7 11.6 1.7% 1.9% 2.2% 2.5% 10.2% 10.8% 13.2% 13.8% 16.2%
HSBC 5 HK 77.55 NR 198,408 1.1 1.0 1.2 1.1 141.5 20.6 13.6 13.0 0.1% 0.1% 0.1% 0.1% 0.7% 5.5% 8.0% 8.3% 121.8%
Average 1.3 1.3 1.3 1.2 48.7 8.3 12.4 11.3 0.8% 1.1% 1.5% 1.9% 6.1% 5.0% 10.1% 10.7% 44.2%

Note: BBG consensus used for non-rated (NR) stocks, Closing price as of 23 Apr 2018
Source. Bloomberg Finance L.P., DBS Vickers
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China banks operating matrix

Ticker Company Total loan (Rmb bn) Total deposit (Rmb bn) Demand deposit/total deposit (%) Loan to deposit ratio (%) - unadjusted

name 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18
1288 ABC 10,113 10,412 10,645 10,721 11,148 15,962 16,105 16,370 16,194 16,865 55.8 56.3 57.1 58.4 57.5 63.4 64.7 65.0 66.2 66.1
3988 BOC 10,365 10,651 10,808 10,897 11,131 13,432 13,368 13,473 13,280 13,974 n.a. 49.3 n.a. 49.5 n.a. 77.2 79.7 80.2 82.0 79.7
3328 BoComm 4,344 4,370 4,413 4,457 4,704 4,938 4,939 4,867 5,545 5,719 48.2 49.9 51.1 45.0 42.0 88.0 88.5 90.7 80.4 82.3
998 dTIC 2,949 3,091 3,168 3,197 3,298 3,430 3,453 3,317 3,408 3,478 n.a. 54.0 n.a. 55.4 n.a. 86.0 89.5 95.5 93.8 94.9
939 (€€:] 12,172 12,507 12,757 12,903 13,152 16,232 16,274 16,503 16,364 16,900 51.9 52.8 53.2 54.3 52.8 75.0 76.9 77.3 789 77.8
6818 CEB 1,896 1,964 2,011 2,032 2,118 2,243 2,271 2,227 2,273 2,346 n.a. 38.6 n.a. 40.5 n.a. 84.5 86.5 90.3 89.4 90.3
3968 CMB 3,435 3,540 3,634 3,565 3,716 3,930 4,142 3,974 4,064 4,067 62.6 62.4 61.0 62.8 62.0 87.4 85.5 91.4 87.7 91.4
1988 CMSB 2,612 2,706 2,781 2,804 2,907 3,042 3,011 2,920 2,954 3,036 n.a. 43.1 n.a. 46.4 n.a. 85.9 89.9 95.2 94.9 95.7
3618 CQRB 312 324 333 338 351 557 570 581 572 609 39.0 40.0 39.6 40.0 37.7 56.1 56.8 57.3 59.1 57.6
Average 6,177 6,343 6,465 6,515 6,709 8,233 8,315 8,356 8,388 8,719 51.3 49.6 52.1 50.4 50.1 77.6 79.1 81.6 80.7 80.8
Ticker Company Net interest income/ Net revenue (%) Net fee income/ Net revenue (%) Net interest Margin (%) Cost to income ratio (%)

name 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18
1288 ABC 69.0 83.3 85.0 90.0 74.7 17.0 13.1 11.8 11.3 14.9 2.14 2.34 2.41 2.27 2.24 38.1 36.3 33.1 37.8 33.0
3988 BOC 60.7 72.7 75.2 72.1 68.2 19.9 19.7 17.9 15.7 204 1.80 1.88 1.87 1.82 1.85 33.2 325 37.3 41.0 34.4
3328 BoComm 65.9 67.5 71.8 71.6 65.7 23.8 21.4 20.9 21.9 234 1.57 1.57 1.58 1.59 1.40 33.6 341 43.1 38.7 35.0
998 dTIC 66.3 62.8 63.8 60.8 60.8 28.5 30.8 295 30.3 26.3 1.79 1.75 1.80 1.84 1.87 27.0 27.6 26.9 31.1 289
939 (€@] 67.2 77.0 79.5 81.8 74.4 24.4 20.3 17.6 16.6 23.0 2.13 2.12 2.16 2.21 2.35 221 24.6 27.9 384 22.0
6818 CEB 64.2 66.9 65.4 68.5 49.7 34.6 34.3 33.6 31.2 36.7 1.49 1.53 1.51 1.53 1.23 28.5 335 325 39.5 28.8
3968 CMB 61.2 64.7 68.7 69.0 62.2 32.7 29.0 27.5 27.0 31.0 2.43 2.44 2.40 2.44 2.55 253 28.8 33.0 41.4 283
1988 CMSB 57.1 60.7 61.7 64.4 42.8 35.0 35.0 33.0 31.6 325 1.57 1.26 1.66 1.57 1.33 26.7 26.2 37.2 333 27.0
3618 CQRB 90.0 89.5 90.7 88.7 86.7 9.8 10.3 8.6 9.6 7.9 2.66 2.52 2.54 2.86 2.68 32.0 324 322 41.7 39.9
Average 67.4 721 74.1 74.8 66.0 25.0 23.5 21.9 21.4 23.9 1.97 1.96 2.01 2.06 1.98 28.9 30.0 33.0 37.0 29.9
Ticker Company NPL ratio (%) Credit cost (bp) Coverage ratio (%) Loan loss reserve (%)

name 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18
1288 ABC 2.33 2.19 1.97 1.81 1.68 95 82 102 99 124 174 182 194 208 239 4.0 4.0 3.8 3.8 4.0
3988 BOC 1.45 1.38 1.41 1.45 1.43 87 18 85 141 56 160 152 154 159 167 2.3 2.1 2.2 2.3 2.4
3328 BoComm 1.52 1.51 1.51 1.50 1.50 70 66 62 75 60 150 151 151 153 171 2.3 23 2.3 2.3 2.6
998 dTiC 1.74 1.65 1.66 1.68 1.70 164 126 193 182 143 152 153 161 169 188 2.6 2.5 2.7 2.8 3.2
939 (€€:] 1.52 1.51 1.50 1.49 1.49 118 79 81 119 107 160 160 163 171 189 2.4 2.4 2.4 2.5 2.8
6818 CEB 1.54 1.58 1.58 1.59 1.59 119 94 85 105 134 158 152 154 158 176 2.4 2.4 2.4 2.5 2.8
3968 CMB 1.76 1.71 1.66 1.61 1.48 257 237 125 179 207 209 225 235 262 296 3.7 3.8 3.9 4.2 4.4
1988 CMSB 1.68 1.69 1.69 1.71 1.71 142 122 109 136 120 156 153 155 156 171 2.6 2.6 2.6 2.7 2.9
3618 CQRB 0.96 0.97 0.97 0.98 1.18 76 103 133 120 173 425 425 435 431 334 4.1 4.1 4.2 4.2 4.0
Average 1.61 1.58 1.55 1.54 1.53 122 101 105 126 123 188 190 195 202 211 2.9 2.9 2.9 3.0 3.2
Ticker Company Loan growth QoQ (%) Deposit growth QoQ (%) Core equity tier 1 capital (%) Liquidity coverage ratio (%)

name 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18 1Q17 2Q17 3Q17 4Q17 1Q18
1288 ABC 4.0 3.0 2.2 0.7 4.0 6.1 0.9 1.6 1.1 4.1 10.5 10.6 10.6 10.6 10.5 140 131 128 121 125
3988 BOC 3.9 2.8 1.5 0.8 2.1 6.5 0.5 0.8 1.4 52 11.2 10.9 1.2 11.2 10.9 120 117 115 117 118
3328 BoComm 5.9 0.6 1.0 1.0 5.5 5.3 1.3 0.6 6.4 6.2 10.9 10.6 10.8 10.8 10.7 119 109 110 110 118
998 dTIC 2.5 4.8 2.5 0.9 3.2 5.7 0.7 4.0 2.7 2.1 8.9 8.6 8.6 8.5 8.6 86 84 97 98 99
939 (€€:] 3.5 2.8 2.0 1.1 1.9 5.4 0.3 1.4 0.8 33 13.0 12.7 12.8 131 13.1 125 113 117 122 136
6818 CEB 5.6 3.6 2.4 1.0 4.2 5.8 1.2 1.9 2.0 3.2 8.3 8.4 8.7 9.6 9.2 n.a. 95 99 102 100
3968 CMB 53 3.1 2.6 1.9 4.2 34 54 4.1 23 0.1 124 12.4 12.7 12.2 12.0 106 83 n.a. 102 n.a.
1988 CMSB 6.1 3.6 2.8 0.8 3.6 0.9 1.0 3.0 1.2 2.8 8.9 9.2 8.9 8.6 8.6 n.a. 83 n.a. 95 n.a.
3618 CQRB 4.0 3.6 2.8 1.7 3.7 7.4 2.3 2.0 1.5 6.4 9.9 9.7 10.5 10.4 10.7 148 139 141 180 213
Average 4.5 3.0 2.1 0.7 3.5 3.7 1.3 0.6 0.9 3.8 10.7 10.6 10.7 10.8 10.7 121 108 118 118 129
Source. Bloomberg Finance L.P., DBS Vickers
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DBSVHK recommendations are based an Absolute Total Return* Rating system, definedas follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% totalreturnoverthe next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative totalreturni.e. >-10% over the next 12 months)

SELL (negative total return of > -20% overthe next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

CompletedDate: 14 May 2018 08:52:05 (HKT)
DisseminationDate: 14 May 2018 09:15:10 (HKT)

Sources for all charts andtables are DBS Vickers unless otherwise s pecified.
GENERAL DISCLOSURE/DISCLAIMER

Thisreport is prepared by DBS Vickers (Hong Kong) Limited (“DBSV HK"). This reportis solelyintended for the clients of DBS Bank Ltd., DBS Bank
(Hong Kong) Limited (DBS HK), DBSV HK, and DBS Vickers Securities (Singapore) Pte Ltd. (“DBSVS"), its respective connected and associated
corporations and affiliates onlyand no part of this document may be (i) copied, photocopied or duplicatedin any formor by any means or (ii)
redistributed without the prior written consentof DBSV HK.

The research setoutin this reportis based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd., DBS HK, DBSV HK, DBSVS, its respective connected and associated corporations, affiliates andtheir respective directors, officers,
employees and agents (collectively, the “DBS Group”) have notconducted due diligence on any of the companies, verified any information or
sources ortaken intoaccountany otherfactors whichwe may consider to be relevant or appropriate in preparing the research. Accordingly, we
do notmake anyrepresentation or warranty as to the accuracy, completeness or correctness of the research setoutin this report. Opinions
expressed are subject to change without notice. This research is prepared for general circulation. Any recommendation contain ed in this document
does nothave regard to the specific investment objectives, financial situation and the particular needs of any specific addressee . This documentis
for the information of addressees only and is not to be takenin substitution for the exercise of judgementby addressees, whoshould obtain
separate independentlegal orfinancial advice. The DBS Group accepts noliability whatsoever for any direct, indirectand/or consequential loss
(including any claims for loss of profit) arising from any use of and/or reliance upon this documentand/or further communication givenin relation
to this document. This documentis notto be construedas anoffer ora solicitation of an offer to buy orsell anysecurities. The DBS Group, along
with its affiliates and/or persons associated with any of them may fromtime to time have interests in the securities mentionedin this document.
The DBS Group, may have positions in, and may effect transactions in securities mentioned herein and may also perform orseek to perform
broking, investmentbankingandother banking services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgmentas of the date of this report, andthere can
be no assurance that future results orevents will be consiste nt with any suchvaluations, opinions, estimates, forecasts, ratings or risk assessments.
The informationin this documentis subjectto change withoutnotice, its accuracyis notguaranteed, it may be incomplete or condensed, itmay
notcontain all material information concerning the company (or companies) referred to in this reportandthe DBS Groupis und erno obligation to
update the informationin this report.

This publication has notbeen reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publicationrelatingto any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described inthis report were based upon a number of estimates and

assumptions and are inherently subject to significant uncertainties and contingencies. It canbe expected thatone or more of the estimates on

which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly fromactual

results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein|SNOT TO BE RELIED

UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:

(@) suchvaluations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and

(b) thereisanyassurance thatfuture results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Please contactthe primaryanalyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made inthis reportthatrefers to commodities, are for the purposes of making forecasts for the company (or companies)
mentionedherein. Theyare notto be construed as recommendations to trade in the phy sical commodity or inthe futures contractrelating to the
commodity referredto in this report.

DBSVUSA, a US-registered broker-dealer, does not have its own investmentbanking or research department, has notparticipatedin any public
offering of securities as a manager or co-manager orin any otherinvestment banking transaction in the past twelve months and does notengage
in market-making.
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ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in partor in whole, certifies thatthe views about the
companies andtheir securities expressed inthis reportaccurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her
compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressedin the report. The research analyst (s)
primarily responsible for the contentofthis research report, inpartor inwhole, certifies that he or his associate' does notserve as an officer of
the issuer orthe new listing applicant (which includes inthe case of a real estate investment trust, an officer of the management company of the
real estate investmenttrust; andin the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the
management of the issuer orthe new listing applicant) and the research analyst(s) primarily responsible for the content of this research report or
his associate does nothave financial interests’ in relation to an issuer or a new listing applicantthat the analystreviews. DBS Grouphas
procedures in place to eliminate, avoidand manage any potential conflicts of interests that may arise in connection with the production of
research reports. The research analyst(s) responsible for this report operates as part of a separate and independent team to the investment
bankingfunction of the DBS Groupand procedures are in place to ensure that confidential information held by either the researchor investment
bankingfunction is handled appropriately. Thereisno directlink of DBS Group's compensationto any specific investmentbanking fu nction of the
DBS Group.

C O MPANY-SPECIFIC /REGULATORY DISCLOSURES
1. DBS Bank Ltd, DBS HK, DBSVS, DBSV HK or their subsidiaries and/or other affiliates have proprietary positions in China Construction
Bank Corporation (939 HK), Bank Of China Limited (3988 HK), Agricultural Bank Of China Limited (1288 HK), Bank Of
Communications Company Limited (3328 HK), China Merchants Bank Company Limited (3968 HK), China Citic Bank Corporation
Limited (998 HK), China Everbright Bank Company Limited (6818 HK), China Minsheng Banking Corporation Limited (1988 HK),
Postal Savings Bank Of China Company Limited (1658 HK), Hang Seng Bank Limited (11 HK), Boc Hong Kong (Holdings) Limited (2388
HK) and Hsbc Holdings Public Limited Company (5 HK) recommendedin this reportas of 08 May 2018.

DBS Bank Ltd, DBS HK, DBSVS, DBSV HK or their subsidiaries and/or other affiliates have proprietary positions in Oversea-Chinese
Banking CorpLimited (OCBC SP)and United Overseas Bank Limited (UOB SP)recommended inthis reportas of 30 Apr 2018.

2. Neither DBS Bank Ltd, DBS HK nor DBSV HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this
Research Report.

3. DBS Bank Ltd, DBS HK, DBSVS, DBSV HK, their subsidiaries and/or other affiliates have a netlong position exceeding 0.5% of the totl
issuedshare capitalin China Minsheng Banking Corporation Limited (1988 HK) and Postal Savings Bank Of China Company Limited
(1658 HK) recommended inthis reportas of 08 May2018.

4. DBS Bank Ltd, DBS HK, DBSVS, DBS Vickers Securities (USA)Inc("DBSVUSA"), DBSV HK or their subsidiaries and/or other affiliates
beneficiallyown a total of 1% of the issuer's market capitalization of China Minsheng Banking Corporation Limited (1988 HK) and
Postal Savings Bank Of China Company Limited (1658 HK) as of 08 May 2018.

5. Compensation for investment banking services:
DBS Bank Ltd, DBS HK, DBSVS, DBSV HK, their subsidiaries and/or other affiliates of DBSVUSA have re ceived compensation, within the
past 12 months for investment bankingservices from China Construction Bank Corporation (939 HK), Bank Of China Limited (3988
HK), Agricultural Bank Of China Limited (1288 HK), Bank Of Communications Company Limited (3328 HK), China Construction Bank
Corporation (601939 CH), Bank Of China Limited (601988 CH), Agricultural Bank Of China Limited (601288 CH), Bank Of
Communications Company Limited (601328 CH), Shanghai Pudong DevelopmentBank (600000 CH),Bank Of Chongging Company
Limited (1963 HK), Postal Savings Bank Of China Company Limited (1658 HK), Boc Hong Kong (Holdings) Limited (2388 HK) and Hsbc
Holdings PublicLimited Company (5 HK) as of 30 Apr 2018.

DBS Bank Ltd, DBS HK, DBSVS, DBSV HK, their subsidiaries and/or other affiliates of DBSVUSA, within the next 3 months, will receive
or intend to seek compensation for investment banking services from China Construction Bank Corporation (939 HK), Bank Of China
Limited (3988 HK), Agricultural Bank Of China Limited (1288 HK), Bank Of Communications Company Limited (3328 HK), China
Merchants Bank Company Limited (3968 HK), China MinshengBanking Corporation Limited (1988 HK), China Construction Bank
Corporation (601939 CH), Bank Of China Limited (601988 CH), Agricultural Bank Of China Limited (601288 CH), Bank Of
Communications Company Limited (601328 CH), China Merchants Bank Company Limited (600036 CH), China Minsheng Banking
Corporation Limited (600016 CH), Industrial Bank Company Limited (601166 CH), Shanghai Pudong Development Bank (600000 CH),
Boc Hong Kong (Holdings) Limited (2388 HK), The Bank Of East Asia Limited (23 HK), Malayan Banking Berhad (MAY MK), Bank Of
America Corporation (BAC US) and Citigroup Incor porated (C US) as of 30 Apr 2018.

6. DBS Bank Ltd, DBS HK, DBSVS, DBSV HK, theirsubsidiaries and/or other affiliates of DBSVUSA have managed or co-managed a public
offering of securities for China Construction Bank Corporation (939 HK), Bank Of China Limi ted (3988 HK), Bank Of China Limited
(601988 CH), Bank Of Chongging Company Limited (1963 HK) and Postal Savings Bank Of China Company Limited (1658 HK) in the
past12 months,asof 30 Apr2018.

Y An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of
which the analyst, his spouse, minor child (natural or adopted)or minorstep-child, is a beneficiary or discretionary object; or (iii) another person
accustomedor obligedto actin accordance with the directions or instructions of the analyst.

’ Financial interestis defined as interests thatare commonly known financial interest, suchas investmentin th e securities inrespect of an issuer or a
new listing applicant, or financial accommodation arrangement between the issuer or the new listingapplicantand the firm or analysis. This term
does notinclude commercial lendingconductedatarm's length, or investments in any collective investment scheme other than anissuer or new
listing applicant notwithstanding the factthatthe scheme has investments in securitiesin respect of an issueror anew listingapplicant.
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DBSVUSA doesnothave its owninvestment banking or research department, norhas it participated inany publicoffering of securites
as a manager or co-manager orin any otherinvestment banking transaction in the past twelve months. Any US persons wishing to
obtain furtherinformation, induding any clarification on disclosures in this disclaimer, or to effecta transaction inany security
discussed in this document should contact DBSVUSA exclusively.

7. Disdosure of previous investment recommendation produced:
DBS Bank Ltd, DBSVS, DBSVHK, their subsidiaries and/or other affiliates of DBSVUSA may have published otherinvestment
recommendations inrespect of the same securities / instruments recommended in this research reportduringthe preceding 12
months. Please contact the primaryanalyst listedin the first page of this report to view previous investment recommendations
published by DBS Bank Ltd, DBSVHK, their subsidiaries and/or other affiliates of DBSVUSAin the preceding 12 months.
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RESTRICTIONS ON DISTRIBUTION

General

This reportis notdirected to, or intended for distribution to or use by, any personor entity whois a citizen or resident of or
locatedin anylocality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contraryto lawor regulation.

Australia

This reportis beingdistributedin Australia by DBS Bank Ltd. ("DBS")or DBS Vickers Securities (Singapore) Pte Ltd
(“DBSVS"). DBS holds Australian Financial ServicesLicence no. 475946.

DBSVS is exempted from the requirement to hold an Australian Financial Services Licence under the Corporation Act2001
("CA")in respectoffinancial services provided to the recipients.Both DBS and DBSVS are regulated by the Monetary
Authority of Singapore under the laws of Singapore, and DBSVHK is regulated by the Securities and Futures Commission of
Hong Kong under the laws of Hong Kong, which differ from Australian laws.

Distribution of this reportis intended only for “wholesale investors” withinthe meaningof the CA.

Hong Kong

This reportis beingdistributedin Hong Kong by DBS Bank Ltd, DBS Bank (HongKong)Limitedand DBS Vickers (Hong Kong)
Limited, allof whichare registered with or licensed by the Hong Kong Securities and Futures Commission to carry outthe
regulated activity of advising on securities.

Indonesia

This reportis beingdistributedin Indonesia by PT DBS Vickers Sekuritas Indonesia.

Malaysia

This reportis distributed in Malaysia by AllianceDBS Research SdnBhd (" ADBSR"). Recipients of this report, received from
ADBSR are to contact the undersigned at603-2604 3333 in respect of any matters arising from or in connection with this
report. Inadditionto the General Disclosure/Disclaimer found atthe preceding page, recipients of this reportare advised
that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected
and associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any
of them mayhave positionsin, and may effect transactions inthe securities mentioned herein and may also perform or seek
to performbroking, investment banking/corporate advisory and other servicesfor the subject companies. They may also
have received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisoryand
other services fromthe subject companies. e

el
/

Wong Ming Tek, Executive Director, ADBSR

Singapore

This reportis distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are ExemptFinancial Advisers as definedin the Financial Advisers Actand regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreignresearch houses pursuant to an arrangement under Regulation 32C of the Financial
Advisers Regulations. Where the reportis distributed in Singapore to a personwho is notan Accredited Investor, Expert
Investoror anInstitutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the reportto suchpersons
only to the extentrequired by law. Singapore recipients should contact DBS Bank Ltd at6327 2288 for matters arising from,
or in connectionwith the report.

Thailand

This reportis beingdistributedin Thailand by DBS Vickers Securities (Thailand) Co Ltd.

United
Kingdom

This reportis produced by DBSVHK which is regulated by the Hong Kong Securities and Futures Commission

This reportis disseminated inthe United Kingdom by DBS Vickers Securities (UK) Ltd (“DBSVUK"). DBSVUK is authorised
and regulated by the Financial Conduct Authority inthe United Kingdom.

In respect of the United Kingdom, this reportis solely intendedfor the clients of DBSVUK, its respective connectedand
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicatedin any
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communicationis directedat
persons having professional experience in matters relating to investments. Any investment activity followingfrom this
communicationwill only be engagedin withsuch persons. Persons who do not have professional experience in matters
relatingto investments should notrely on this communication.

Dubai
International
Finandal
Centre

This research reportis beingdistributed by DBS Bank Ltd., (DIFC Branch) having its office at PO Box 506538, 3™ Floor,
Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank
Ltd., (DIFC Branch)is regulated by The Dubai Financial Services Authority. This research reportis intended only for
professional clients (as defined in the DFSA rulebook) and no other personmay actuponit.
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United Arab
Emirates

This reportis provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined
in the Financial Advisers Actand regulated by the Monetary Authority of Singapore. This reportis for information purposes
only and should not be relied upon oracted on by the recipient or considered as a solicitation or inducement to buy or sell
any financial product. Itdoes not constitute a personal recommendation or take into account the particularinvestment
objectives, financial situation, or needs of individual clients. You should contactyour relationship manager orinvestment
adviserifyou need advice on the merits of buying, sellingor holdinga particular investment. You should note thatthe
information in this report may be outofdate and itis notrepresented or warranted to be accurate, timely or complete. This
reportor any portionthereof may notbe reprinted, sold or redistributed without our written consent.

United States

This report was prepared by DBSVHK. DBSVUSA did not participate in its preparation. The research analyst(s) namedon
this reportare notregisteredas research analysts with FINRAandare notassociated persons of DBSVUSA. The research
analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a subject company,
public appearances and trading securities held by a research analyst. Thisreportis beingdistributed inthe United States by
DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to Major U.S. Institutional
Investors (as defined in SEC Rule 15a-6)andto such other institutional investors and qualified persons as DBSVUSA may
authorize. Any U.S. person receiving this report who wishes to effect transactions in any securitiesreferredto herein should
contact DBSVUSA directlyandnotits affiliate.

Other
jurisdictions

In any otherjurisdictions, exceptif otherwise restricted by laws or regulations, this reportis intended only for qualified,
professional, institutional or sophisticated investors as definedin the laws and regulations of such jurisdictions.
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