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Source: CEIC and BBVA Research 
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Commercial bank Capital Adequacy Ratio

New CAR for SIBs: 11.5% 

New CAR for non-SIBs: 10.5% 



Source: CEIC and BBVA Research 

The sharp decreasing in 

Q4 2008 was due to the 

huge NPL stripping for 

ABC (Agricultural Bank 

of China) 
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Entry into WTO led to some openness of China’s banking system 

(20%-25% max foreign ownership) but never increased since. 

Slow process to open branches and expensive 

New development is outward expansion of Chinese banks but so far only through branches, 

 no major acquistions yet 



Source:  CBRC and BBVA Research  



Bank Name Branches abroad Date of establishment 

Bank of China 

(BOC) 

  

US (New York) 

France (Paris) 

Australia (Sydney) 

Japan (Tokyo) 

Macau 

Germany (Frankfort) 

Etc. 

1981 

1981 

1985 

1986 

1987 

1989 

China Construction Bank 

 (CCB) 

UK (London) 

US (New York) 

Australia (Sydney) 

Taiwan(Tai Pei) 

Russia (Moscow) 

Etc. 

  

1991 

2009 

2010 

2011 

2011 

  

Industrial and Commercial Bank of China 

(ICBC) 

France (Paris) 

Switzerland (Amsterdam) 

Belgium (Brussels) 

Italy (Milan) 

Spain (Madrid) 

2011 

  

  Etc.   

Agricultural Bank of China 

(ABC) 

Singapore 

Korea(Seoul) 

UAE(Dubai) 

Australia (Sydney) 

Etc. 

1995 

2012 

2013 

2014 

Bank of Communication 

(BOCOM) 

UK (London) 

US (San Francisco) 

Australia (Sydney) 

Etc. 

2011 

2011 

2011 
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Date Bank Name Financed by Financing size 

1998-1999 
SOCBs 

Injected by Ministry of  

Finance 
Total RMB 275bn (USD 33.1bn) 

2003-2004 
CCB 

Injected by PBC (Central 

Huijin) 
Total RMB 186bn (USD 22.4bn) 

  BoC   Total RMB 186bn (USD 22.4bn) 

 2005 

 

 ICBC 

 

Injected by PBC (Central 

Huijin) 
Total RMB 124bn (USD 151.2bn) 

2008 
ABC 

Injected by PBC (Central 

Huijin) 
Total RMB 130bn (USD 18.8bn) 

2008 CCB, 

Everbright,etc. 

A+H share Rights Issue 

Subordinated debt 
Total RMB 134.4bn (USD 16.4bn) 

2010 
BoC, ICBC, ABC, 

etc. 

A+H Share Rights Issue 

Subordinated debt 

 

Total RMB 444.1bn (USD 65.3bn) 

  

2011 
CITIC, ABC, Ping 

An, Hua Xia, 

Beijing, Nanjing, 

etc. 

Subordinated debt 

A+H Share Rights Issue 

Total RMB 241.9bn (USD 37.2bn) 

 

2012 Shanghai, Ningbo, 

BoC, CMB, Huaxia, 

etc. 

Subordinated debt 

A+H Share Rights Issue 

Total RMB 150.7bn (USD 23.9bn) 

2013  Chongqing, 

Everbright,CMB, 

Huishang, etc.  

Subordinated debt 

A+H Share Rights Issue 

Total RMB 348.2bn (USD 56.2bn) 
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deposit rate upper bound Deposit rate benchmark

Removal of 
the lending 
rate floor

Allow 10% of premium 
for deposit rates ;30% 
discount for lending 
rates in July 2012. 

Removal of 
the lending 
rate ceiling

PBoC cut 
interest 
rate
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USD/CNY 

Trading Band Band widening USD/CNY Spot CNY NDF 1Y

+/- 2% +/- 1% 

Depreciation risk is on the rise 
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Note:  Net Interest margin assumed to decline to 1.6% due to interest rate liberalization, close to average NIM for high-income countries 

2011 2012 2013 2014 2015 2016 2017

GDP grow th 9.2% 7.7% 7.7% 7.4% 8.0% 7.6% 7.4%

CPI average 5.4% 2.6% 3.0% 2.0% 4.0% 4.0% 4.0%

Credit Grow th 18.9% 17.9% 14.3% 10.0% 13.0% 12.5% 12.5%

Net Interest Margin 2.7% 2.6% 2.3% 2.6% 1.6% 1.6% 1.6%

% of fee and investment Income 33.8% 35.0% 36.5% 19.2% 40.0% 40.0% 40.0%

NPL Ratio 1.8% 1.6% 1.0% 1.3% 2.8% 3.1% 3.4%

Provision / NPL 278.1% 296.0% 282.7% 232.1% 155.0% 150.0% 150.0%

Profit Growth 39.2% 18.9% 14.5% 9.7% -7.7% -13.9% 2.0%



 

 

More recapitalization needs could come from: 

 

1. Taking part of the losses from the loans to local governments 

(LGFVs): 

•  It could go all the way to 3 tn RMB more 

 

 

2. Excessive levarage from corporations 

•       1/3 of Chinese do not make enough EBIBTA to service debt 

 

3. Shadow banking activities 

 

• Potential losses estimated at 1.5 tn RMB 

 

 

 



But problems are big  

and deserve attention and.. 

Solutions! 
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Bank liquidity is a problem too 

29 

Source: PBoC and BBVA Research 
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China’s financial reform  key but it faces enormous headwinds 

Interest rate liberalization, will need to take place at a time when asset quality is set to 

worsen and regulation is toughened:  Hard choices will need to be made 

 Episodes of liquidity shortage can bring asset quality issues to the surface: pressure on PBoC 

•Bank recapitalizations will be needed. 

•Most of it still born by the government but increasingly more role to the market 

through: 

• Additional IPOs (explains HK Stock exchange) 

• Asset securitization (called off during global crisis and back again) 

•Creation of new  Local Asset Management companies to offload bad loans 

•Fully introduction of Basel III  can be delayed further. World not really watching… 
 



•Chinese system will be more of a problem than a solution for 

China’s new economic future 

 

•It needs a new wave of restructuring, which will costly and, 

most importantly, time consuming 

 

•It may be so time consuming that it may derail the badly needed 

reform process 

 

   WATCH IT OUT! 

 



Thank you! 

Alicia Garcia-Herrero 

 

 

Chief Economist Emerging Markets – BBVA Research 

 

CEIBS Faculty 

 
 


