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Abstract

According to macroeconomic statistics released in April 2015, the most
notable figure was that China’s GDP growth in 2015 had fell below 7% for the
first time since 1990. The replacement of old drivers of economic growth with
new ones remains low efficient, while the problems and conflicts in China are
more complicated. In 2016, with China’s economic development at a critical
period of stages changes, structure transform, model rebuilding and risks re-
lease, “Lewis turning point” phenomenon incurred by the shortage of labor
force, lack of investment demand and the overload of government debt may re-
duce China’s economic performance to a situation with low growth rate, low in-
flation and high leverage. Besides, a continuous decline of PPI in the previous
45 months indicates the heavy pressure facing industrial manufacturing.

Meanwhile, the transformation of China’s economic structure has made re-
markable effect, for the new characteristics of industry structure and demand
structure emerge. However, as CGhina still faces further downward pressure,
the transformation shoulders heavy responsibilities. The major tasks of China’s
economic development in the short term will be propelling the structural re-
form, finding the balance between stabilizing the economic growth and optimi-
zing the economic structure, and realizing a sustainable and healthy develop-
ment.

Across both the supply and the demand side, financial industry not only
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brings cash flows based on current market demand, but provides soils for future
supply as well, and for this reason, it serves as an importance tool in the ad-
justment of market structure made by our government. Thus, seizing the finan-
cial structure reform equals seizing the supply side and the demand side. In or-
der to expand demand moderately and deepen the supply — side structural re-
form, the Central Economic Working Conference emphasized the five big tasks
of 2016, to be more specific, “cutting overcapacity” , “reducing inventory” ,
“deleveraging” , “lowering costs” and “strengthening points of weakness”™ .

Non — performing loan (NPL) ratio is the very concern for the banking in-
dustry in the future. In 2015, the earning growth of some commercial banks
slowed , and the whole industry were facing the pressure of asset quality caused
by the upgrade of non — performing loan ratio. The market is enduring a rise in
non — performing loan balance and non — performing loan ratio. Banks should
bring non — performing loan under strict control, innovate the means of non —
performing loan disposition, accelerate circulation efficiency of non — perform-
ing loan and improve the indicator system to assess the systematic risks in the
banking industry more comprehensively.

Studied and written by the Chinese Banker Research Center, “ Annual
Report on the Competiveness of China’s Commercial Banks 2016” was finally
published after over one — year’s fermentation. Regarding the whole banking
industry as the study object, the Report was finished based on the improvement
of previous models and a lot of field research by the comprehensive use of sci-
entific analysis methods. The abstract of the Report introduces the landscape of
China’s banking industry and the financial evaluation to nationwide commercial
banks. On the basis of the operation of China’s commercial banks in 2015 and
using the competiveness analysis framework , the Report analyzes the basic pat-

tern of the competiveness of China’s commercial banks, evaluated on the com-
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Abstract

petiveness of nationwide commercial banks and city commercial banks, com-
mented on the features of these banks, and proposed questions for China’s
banking industry to address in promoting their competiveness.

In terms of a comprehensive assessment of profitability, capital, asset
quality and liquidity of nationwide commercial banks, the competiveness of
Chinese nationwide commercial banks generally has been dramatically im-
proved in the light of their financial indicators. China Construction Bank
(CCB) , Industrial and Commercial Bank of China (ICBC) , China Merchants
Bank ( CMBC ), China’s Industrial Bank ( CIB) and Evergrowing Bank
(EGB) ranked top five. With nationwide commercial banks as representa-
tives, China’s banking industry positively advanced reform and innovation, and
realized a steady growth in asset and liability scale, a slower deposits and loans
growth , a strengthening capital power, a steady promotion in capital adequacy,
a slower profit growth, and a smooth and steady liquidity situation. Nonethe-
less, on the other side, the average non — performing balance and NPL ratio
had a larger expansion and the pressure of asset quality strengthened. All types
of the banking financial institutions, have been improving the governance sys-
tem of the banking institutions from various perspectives of corporations, busi-
nesses, risks, and the industry; and accelerating the financial innovation in-
cludinge-bank service channels, high — added value non — credit businesses
and liability products in order to keep pace with the times. The banking finan-
cial institutions investors were further diversified; private banks pilots made
historical breakthrough; a bunch of financial leasing companies, consumer fi-
nance companies, finance companies, and rural banks were established ; and a
banking institution system featuring broad coverage, differentiated operation
and high efficiency was more developed.

ICBC, CCB, Bank of China (BOC), CMBC, and Bank of Communica-
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tion (BOCOM) ranked top five in terms of a comprehensive assessment of de-
veloping strategy, corporate governance, risk management, product and serv-
ice, the construction of process bank, information technology and human re-
sources of nationwide commercial banks.

Generally speaking, city commercial banks lagged behind stated — owned
big commercial banks and nationwide joint + equity commercial banks in re-
form, innovation and transformation due to the limitation in talents, systems,
procedures, resources and so forth. City commercial banks should pay more ef-
fort and allocate more resources to improve their performance, and promote
their ability to cope with the complex economic and financial situations under
the background of New Normal and their ability in market competition. In
2015, the growth of the asset and liability scale of city commercial banks
slowed but were still above the average level of the whole industry, the propor-
tion of the asset and liability scale of China’s city commercial banks in the
banking industry increased, and the asset scale of three city commercial banks
went above one trillion yuan; the increase of NPL in city commercial banks
speed up, while the asset quality and risk compensation capacity were main-
tained at a decent level; city commercial banks were facing heavy pressure in
capital supplement, but had relatively adequate capital fund and liquidity ; and
their profits increased but the growth declined, which indicated a decrease in

profitability.
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