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Introduction

In 2014, the world economy experienced a modest recovery with differentiated adjustment
in individual economy. The difference of recoveries among countries became more and more
obvious, monetary policies were further divided, and the international financial market met with
more turmoil. US economic recovery saw good momentum with its continually improving
employment rate and other indicators; the euro area witnessed a weak economic growth, which
faces a greater deflation risk; the emerging economies experienced an overall slowing growth,
showing a clear differentiated trend. China’s steady economy was under significant downward
pressure, where price rise continued to slow down while restructuring has been steadily pushed
forward and innovation in all areas has accelerated.

Facing the complex macroeconomic situation, China’s banking financial institutions, under
the leadership of the CPC Central Committee and State Council and with the effective supervision
and guide of the CBRC, have seriously implemented national macro-control policies. By focusing
on accelerating the transformation of economic development, firmly grasping the general trend of
economic and financial development, and adhering to the working keynote of pro-growth while
maintaining stability, the banking institutions have been constantly optimizing the credit
structure and strengthening the overall risk management and control, continually improving the
ability to serve the real economy, actively serveing “ agriculture, farmer and rural area”
practicing green financial services to help micro and smallbusinesses and achieving the safe and
sound operation of banking industry. Meanwhile, by actively promoting the strategic
restructuring, speeding up reform and innovation, promoting business structural transformation
and dealing with multiple challenges actively, it achieved remarkable results in the intermediate
business development, integrated operation, international development, wealth management,

characteristic operation, responsible banking and other fields.

Conscientiously implementation of macro-control to promote social financing costs
going downward. In 2014, China’s banking sector seriously implemented the macro-control
policies and served the real economy actively. To reduce the social financing cost, guiding more
financial “running water” flow to the real economy, the banking sector further improved the

differentiated credit policy, optimized the credit structure, and effectively invested more
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financial support in economic restructuring and upgrading efforts. The banking sector took the
initiatives to keep in line with national development strategies, optimized the new credit
investment, increasing credit loans in the Midwest and Northeast. By adjusting credit customers
structure and promoting personal finance and consumer credit business, the sector try best to
boost consumer upgrade; it also focused on micro and small business financial services to help
micro and small enterprise development and strictly controlled new loans to the resource industry
of high pollution, high energy consumption as well as excess capacity. By making proper
adjustment to existing loans, the banking sector has revitalized stock asset. According to the
national macro-control and credit policies, the sector has adjusted the industry, region, duration
and customer structure of existing loans, and made greater efforts to slowing down and
consolidating in areas with high potential risk; it also strengthened post-loan management, using
revitalized capital to increase support for the real economy. The total loan growth in 2014 was up
to 9. 78 trillion yuan, the weighted average interest rate of year-end loan reached 6.77% |,

decreased by 0. 42 percentage points from the beginning of the year.

Deepening the reform of institutional mechanisms to improve the efficiency of
operations management. Amid the profound changes of the economic and financial development
situation home and abroad, China’s banking system continued to deepen the reform of internal
management mechanism, pushing forward the change of development mode through management
transition. CBRC set up a leading team of deepening reform, strengthening top-level reform
design, so as to guide the reform and innovation of banking sector in many ways. Meanwhile, it
constantly improved the corporate governance mechanism, pushing forward the initiative in many
ways by deepening operating mechanism reform of the Board of Directors, enhancing directors’
duty ability, strengthening the senior management incentive and constraints. The banking sector
optimized theorganizational structure constantly, downsized the department setup and confirmed
a reasonable span of control; it pushed forward institutional reform from different angle,
improved the market operation mechanism, promoted line operating system reform and divisional
organization, improved market responsiveness and operational viability. By vigorously promoting
resource allocation model reform, it strengthened capital management and improve capital
efficiency, facilitating capital resources transformation to highly efficient branch of low capital
consumption by using economic capital management tools and improving capital allocation
mechanism. It also improved pricing management system to actively respond to challenges of
interest rate liberalization, making use of FTP price leverage flexibly to enhance the core debt

share in the branches, and actively promoted the application of Loan Prime Rate ( LPR).

Promoting business model transformation to seek new profit growth momentum. With



the help of widespread use of Internet technology and big data technology, the banking sector
strived to promote business model innovation. Faced with the profound changes in liabilities
business, the sector has reinforced liabilities innovation in multi dimension: actively promoting
product innovation to expand deposit products feature; using a variety of customer-access media
to broaden product marketing channels; focusing on social activities needs to provide value-
added derivatives services; establishing an integrated financial platform to meet
customercomprehensive financial demand ; trying on innovative financing tools to develop active
liability. The development capabilities of bank wealth management products have been
continually improved, with increasingly varied product types. Targeting at different customer
groups, there were different functional bank card. The banking sector has created mobile
banking, private banking and other personalized financial services, actively exploring the
Internet financial product innovation. At the same time, the innovation drive of new intermediate
business has been enhanced, expanding profit sources by carrying out new services in various
new battle grounds. The sector has been actively exploring the global hosting market as well as
domestic and foreign bond market, constantly making innovation and transformation in areas
such as investment banking, financial markets, SME businesses, wealth management services
and mobile banking services, so as to promote diversified, comprehensive and special new

business development.

Strengthening risk prevention with overall asset quality stability maintained. In 2014,
non-performing banking loans witnessed a rebound trend but still was in a controllable range
overall. By the end of 2014, non-performing loans amounted to 1433. 47 billion yuan, increased
257.2 billion yuan from the end of 2013; non-performing loan ratio reached 1.6% , 0.1
percentage points bigger over the end of 2013. Faced with the complex and challenging risk
situation, followed by regulatory requirements and guidance, the banking institutions has taken
measures in different ways from system construction, process optimization to innovative tools,
therefore, asset quality remained stable, capital level was abundant, the ability of risk
compensation remained strong. Banks have made efforts to guard against and defuse financial
risks, strengthen credit risk prevention and control in key areas, and constantly improve the
credit risk management system. They have established a more comprehensive liquidity risk
management framework to strengthen liquidity risk supervision. Other achievements include:
reasonably controlled market risk limitation indicators; actively prevented and resolved non-
credit assets and potential off-balance sheet risk; standardized interbank business management;
promoted healthy and regulated development of interbank business; improved financial services

organization and management system and established specialized financial services department.
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The soundness of banking institutions is attributed to the effective supervision, correct
guidance of and strong support from the regulator, as well as the sector’s own positive efforts and
ambition. In 2015, a crucial year for China’s comprehensive deepening reform, the banking
sector will continue to thoroughly implement macro-control policies, follow the general idea of
the economic and social reforms, insist on the keynote of pro-growth while maintaining stability,
continuously pushing forward reform and innovation and actively practicing restructuring and
development, in order toimprove the level of financial service for real economy effectively.
Meanwhile, the sector will continue to increase credit loans for the Western Region and state-
backed industries, strengthening financial services in agriculture, farmer and rural area, small
and micro enterprises, green credit and inclusive finance and other key economic society areas,
so as to urge economic restructuring and upgrading. Besides, it will adhere to the bottom line of
risk, guard against all kinds of risks, strengthen comprehensive risk management capacity to
ensure operate safe and sound, thus achieving “the China Dream of economic prosperity”.

To give a comprehensive and in-depth demonstration of the main achievements and
operating characteristics of China’s banking industry reform and development, and look into the
future trends, the * China banking Development Report (2015)” was compiled, under the
planning and co-ordination of Industry Development Research Committee and the committee
office of China Banking Association, by over 20 financial institutions with leading efforts from
the Bank of Communication. The report is consisted of 9 chapters, elaborating a relatively
comprehensive, systematic and in-depth introduction, analysis and prospects from business
environment, overall operation, assets operation, liabilities business, intermediary business,
risk management, business performance, service improvements and social responsibilities, as
well as a special subject.

The report compilers are all banking institutions professionals of richexperience and solid
research background. During the report writing period, many contribution meetings have been
held to communicate and revise the positioning, frame, style, layout and viewpoint of the
report. Besides, the report also went through careful review, to make sure its objective and
comprehensive content, accurate and reliable data, thus can better reflect the whole picture of
China’s banking sector reform and development. This report can be used as reading material for
the society to understand China’s banking reform and management, but also as the reference for

banking staff and other related researchers.
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