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Abstract

2014 was troubled time for Chinese commercial banks and the financial
industry, and also the momentum for reform and innovation opportunities was
coexisted in this year. The wave of interest rate liberalization intensified,
which was beginning from gradual liberalization of deposit and loan floating in-
terval to the introduction of deposit insurance, then solemnly announcement of
the abolition of the commercial bank loan, all of these were reflecting the a
strong voice of financial marketization. On the other hand, the De — stocking,
DE - Capacity, and De — leverage under the situation of economic structure ad-
justment , and especially along with the surging enthusiasm in stock market and
subsequent stock market sharply discharged, all of these made commercial
banks of China to exposure their risks. The implicit risks of commercial banks
that was along with the development of trust, securities, funds and other insti-
tutions had become emerge. So our regulatory agencies needed to be more cau-
tious. The market also should reform its separate supervision because the
mixed operation market had already formed. For commercial banks in China,
under the situation of interest rate liberalization, the risk of bad debts, the
growing proportion of direct financing market and the impact of the Internet Fi-
nancial, banks need to actively adjust their developing strategy so as to get
more core competencies.

We have already found that stakeholders of banks are no longer simple,
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and bank’s actions also mixed into the activities of trust, securities, funds, in-
surance and others financial institutions. The capital can free flow in the finan-
cial market through financial innovation, and regulatory fence between different
industries has been non — existent. And the Banking risks can also be transmit-
ted to the trust, securities, funds, insurance and other institutions, thus trig-
gering a more massive financial crisis. Although in 2014, the banking regula-
tory authorities has made a lot of efforts on deepen reform and deepen regulato-
ry reform around banking industry promotion, the division of the regulatory
made the effect greatly reduced. The goal of financial supervision should focus
on the reduction of the risk of the system as low as possible before the crisis,
so as to reduce the possibility of crisis, and the existing regulatory system has
been unable to achieve this goal.

In the face of increasingly severe market competition, as well as the out-
break of the previous risks, commercial banks need to adjust the operating
ways in a timely manner. Due to their developing scales and the market scope,
large commercial banks and small — medium banks should do some research on
their different economic environment. Also, these two kinds of banks should
complement each other, and to do a depth development and innovation in their
respective areas.

China has been in the eve of the mixed operation management of financial
industry. However, we merely have no financial supervision system and the fi-
nancial supervision system. In this kind of situation, the risk of financial
mixed operation will be hidden, which was not conducive to the development of
the entire financial system and the normal operation of the national economy.
The establishment of a sound financial mixed and regulatory system is the re-
quirement of the market development. Otherwise, similar to debt disaster,

crash disaster, Stock crash and other regulatory vacuum induced events will
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happen again. Commercial banks should establish prudent management con-
cept, and try their best to help enterprises to repair the balance sheet, so as to
play a positive role in the transformation of national economic structure.

The research center of Chinese Banker launches the competitiveness eval-
uation report of Chinese commercial banks in 2015, which is setting the whole
industry as the research object, with the scientific analysis methods. And the
research is based on the continuous improvement of previous evaluation model ,
through one year of research and with a large number of empirical researches
that we try to provide the most authoritative works for readers. The abstract of
this report mainly includes the general evaluation of Chinese Banking industry
and the financial evaluation of national commercial banks. This report is based
on the operating conditions of Chinese commercial banks in 2014, using the
analytical framework of competitiveness, the writer analyses the basic competi-
tiveness pattern of Chinese commercial banks, and makes the competitiveness
evaluation on national commercial banks and city commercial banks, reviews
the characteristics of different banks, and puts forward problems need to be
solved in the process of competitiveness enhancement of Chinese banks.

Through comprehensive evaluation on profitability, capital strength, asset
quality and liquidity index of the national commercial banks, the competitive
abilities of Chinese national commercial banks are generally improved on the fi-
nancial index performance aspect over the last year, in which The Industrial
and Commercial Bank of China, China Construction Bank, Agricultural Bank
of China, China Merchants Bank, and Shanghai Pudong Development Bank are
ranked the top five. The comprehensive evaluation on development strategy,
corporate governance, risk management, product and service, process bank
construction, information technology and human resources and other aspects of

the national commercial banks shows that The Industrial and Commercial Bank
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of China, China Construction Bank, Bank of China, China Merchants Bank,
and China Citic Bank are listed the top five.

The national commercial banks as the representative of the Chinese bank-
ing industry that can actively promote the Chinese financial reform and innova-
tion. In this field, steady growth in the size of assets and liabilities, deposit
and loan growth has slowed, capital strength continues to increase, capital ad-
equacy level steadily, profit growth further slowed down, the overall level of
liquidity, however, non — performing loans and non — performing loan ratio
growth rate was increased, asset quality pressure was also improved. Various
banking financial institutions, continue to deepen the reform around the gov-
ernance system, business, risk, industry and so on, they continue to optimize
the banking financial institutions management system, and improved their elec-
tronic banking services, high value — added non credit business, debt products
and so on, they also increased financial innovation continuously. The banking
financial institutions had made some further diversification on their investment
subjects, the private bank pilot made a historic breakthrough, leading a group
of private capital financial leasing companies, consumer finance companies, fi-
nance companies and rural banks successfully set up. The banking institutions
have made a further, wide coverage, differences and efficient improvement.

The personnel, systems, processes, resources and other factors restricted
the development of city commercial banks, so they lagged behind the state —
owned large commercial banks and national joint — stock commercial banks in
the reform, innovation and transformation. These banks need to do more efforts
and resources to enhance their ability and improve their products and services,
so as to cope with the complex economic and financial situation and market
competition under the new normal. In 2014, the growth of assets and liabilities

scale of city commercial banks was lower than that of 2013, but this index was
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still higher than the average level of the banking industry. And the proportion
of assets and liabilities scale of city commercial banks in the banking financial
institutions continued growth, in which three city commercial banks’ assets
had developed over 1 trillion Yuan. At the same time, their non — performing
loan growth has accelerated, but their asset quality and risk compensation abil-
ity remained at a good level. The capital supplementary pressure was larger,
but the capital and liquidity maintained adequate. Also the profitability levels
continued to grow, but the growth rate continued to decline, which means that

profitability of city commercial banks was declined.
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