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Abstract

2018 is a special year. It’s not only the 40th anniversary of China’s re-
form and opening up, but also the 20th anniversary of the Asian Financial
Crisis, the 10th anniversary of the Global Financial Crisis, and further more
the year when China takes prevent and resolve systemic risks as priority and a
brand new financial regulatory system takes place. After years of rapid
growth, Chinese banking industry is now facing extremely complicated cir-
cumstances ; economy is undergoing deceleration and structural changes; task
of preventing systemic risk becomes more and more oppressing; supervision
storm is sweeping and the regulatory system is reforming; missions of inclu-
sive finance and green finance wait to be implemented; macro — economic
policy needs to strike a balance among multiple goals including growth and
stability; global environment is deteriorating marked by Sino — US trade
war. These all pose threat to the stability and development of China’s banking
industry.

In retrospect, it’s the reform and opening up that underlies our prosperi-
ty. Without rounds of reform from easy to hard, China’s banking couldn’t gain
its resilience; without series of opening up from external to internal, China’s
banking couldn’t gain its competency. After 40 years of endeavor, we con-
quered all the frustration and headed to a new glory, and all these should be

attributed to reform and opening up. Reform and opening up is the exclusive
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choice for China’s banking to get rid of troubles and make a fresh restart.

At present, China’s banking needs to seek a balance under multiple con-
straints. The complexity of financial system, the scale of monetary assets, the
risk characteristics of financial system, the financial operating system and the
financial regulatory system are all different. The circumstance and business
pattern of China’s banking change a lot, and changes are always accompanied
with problems, which require new resolutions. China’s banking needs to per-
sist with this new reform and opening up process.

Annual Report on the Competitiveness of China’s Commercial Banks
2018 is published under such background, base on data from 2017. This re-
port is a test on the competitiveness of China’s banking under the background
of strict supervision and deleveraging. We try to figure out whether China’s
banking can adapt to this environmental change , using data and results from
all kinds of commercial banks to analyze.

From the overview of national commercial banks’™ capital status, asset
quality, profitability and liquidity, we notice that there are some improve-
ments in national commercial banks’ financial indicator, China Merchants
Bank, China Construction Bank, China Zheshang Bank, China Industrial
Bank and Industrial and Commercial Bank are in the top 5 of national com-
mercial banks. As the representative of China’s banking, national commercial
banks are pushing the reform and innovation forward, the scale of assets and
liability grow steadily, capital strength constantly enhanced, capital adequacy
ratio maintains stability and the liquidity is reasonable. To secure the profit
growth under such serious situation is not as easy as it sounds. But at the same
time, the balance of non — performing loan continues to increase, asset quali-
ty is still sustaining pressure yellow zone. In the evaluation of national com-

mercial banks’ corporate governance, development strategy, risk manage-
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Abstract

ment, products and services, information technology, human resource and
markel influence, China Construction Bank, Industrial and Commercial
Bank , China Merchants Bank ; Bank of China and Agricultural Bank of China
are the top 5.

City commercial banks are aiming for serving residents, small and medi-
um enterprises and local economy. After years of development, city commer-
cial banks have become an important force in serving local businesses and
SMEs. In 2017, city commercial banks’ scale of assets and liability continues
to grow, but the growth rate keeps dropping since 2015 ; average total assets
and average total liability continues to grow, but the growth rate drops a bit;
the non — performing loan balance and non — performing loan ratio are higher
than year 2016 ; the return on assets and return on capital continue to go down
as 1t was since 2011 ; the path of reform is still difficult. From years of devel-
opment of city commercial banks, we notice one commonality of well — per-
form city commercial banks: all of them stick to their duty. Hence, under the
situation of strict supervision and deleveraging, those large city commercial
banks need to return to their traditional position to fulfill their duty, others
need to keep on what they are doing currently. In order to do so, city commer-
cial banks must rely on technology, do a good job in management, IT and ex-
ternal coordination, conduct more comprehensive process management, risk
management and pmduct pricing, and at the same time not to f()rget ensuring
the advantage on traditional business and traditional client.

In recent years, the number and market size of rural commercial banks
have increased rapidly. As an important type of commercial bank, rural com-
mercial banks are highly expected for its role in serving real economy, agri-
culture development and the practice of inclusive finance. This year is the first

time we include rural commercial banks in our report. Considering the fact
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that there is a huge amount of rural commercial banks in China, with strong
regionality and different standard on financial disclosure, this report will focus
on five big rural commercial banks and those listed, and analyze their finan-
cial status in 2017 base on their capital status, asset quality, profitability and
liquidity. Overall, rural commercial banks’ total assets and liability are grow-
ing, which ease the pressure on asset quality. Major rural commercial banks’
liquidity has improved, and the ability of risk prevention has improved
too. But at the same time, major rural commercial banks’ non — performing
loan has rise in different degrees, although the risk hasn’t obviously exposed
yet, considering the downward pressure on economic growth and the hystere-
sis of the confirmation of bad loan, the asset quality of rural commercial
banks is not as optimistic as it seems in short term.

Overall, China’s banking is developing forward with steady steps. It has
improved its service capabilities and governance levels and has maintained
the bottom line of no systemic financial risks. In the future, China’s banking
needs a new blueprint for development. 19th CPC National Congress fixed the
blueprint for China’s development, and China’s banking as a part of it should
not only benefit from it but also contribute to it. Hence China’s banking should
improve the ability to serve real economic and reduce risks, so that the global
competitiveness of China’s banking could be enhanced. Reform and opening
up, transformation and innovation are a must if China’s banking wants to step

forward.
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