RrERTT (3698.HK)

hillip Securities (Hong Kong) Ltd
Phillip Securities Research

EISRE S EE mE BT

Bloomberg | Reuters | POEMS
3698.HK | 3698.HK | 3698.HK

2013-12-19

BEEGA
FEERBE EELEBEBRITREPEKNEE Rz“”g. . 583 ﬁf‘;mt”'jte
TRE: MRy ITIE: HK$3.54  HZE: HK$4.19 Ta:;:'t"gficea(ﬁgm 1o otRate
- Previous Target Price (HKD) 0.00
NEIgE Closing Price (HKD) 3.54
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Per capita disposable income of urban households in China
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Financial Status

FYE Fy11 FY12 FY13F FY14F FY15F
Valuation Ratios

PIE (X) 6.5 53 55 54 5.0
P/B (X) 1.3 11 1.0 0.1 0.1
Dividend Payout ratio 23.28% 19.14% 19.85% 19.88% 20.07%
Dividend Yield 3.59% 3.64% 3.60% 3.65% 4.01%
Per share data (RMB)

EPS, reported 0.43 0.53 0.50 0.51 0.5¢
EPS, adj. 0.43 0.53 0.50 0.51 0.5¢
DPS 0.10 0.10 0.10 0.10 0.11
BVPS 2.09 251 2.79 3.52 4.2%
Growth

Net interest income 17.8% 20.9% 14.8% 11.4% 7.7%
Net fee and commission income(exp.) 64.5% -4.1% 55.5% 59.1% 49.1%
Operating profit 31.0% 23.5% 16.2% 12.1% 8.6%
Net Income, adj. 29.3% 23.3% 16.7% 11.9% 8.9%
Key Ratios

Net interest spread 3.00% 2.88% 2.39% 2.35% 2.30%
Net interest margin 2.59% 3.03% 2.55% 2.45% 2.40%
Loan to deposit ratio 71.94% 68.38% 69.67% 70.99% 71.64%
Cost-to-income ratio 30.19% 33.90% 25.03% 23.83% 23.67%
Return on average assets 1.19% 1.48% 1.30% 1.12% 1.01%
Return on average equity 20.52% 22.93% 19.60% 16.13% 14.32%
Non-performing loan ratio 0.86% 0.58% 0.70% 0.83% 0.95%
Provision coverage of impaired loans 256.37%  406.11%  354.19%  310.76%  268.93%
Core CAR 2.20% 10.30% 10.50% 10.90% 10.24%
CAR 9.27% 13.54% 13.10% 13.55% 13.46%
Total equity/total assets 12.44% 6.32% 6.87% 7.02% 7.13%
Income Statement (RMB mn) Fy11 FY12 FY13F FY14F FY15F
Net interest income 7,089 8,569 9,833 10,957 11,798
Net fee and commission income 413 396 616 980 1,461
Operating income 7,651 9,235 10,618 12,164 13,577
Operating expenses (2,500) (3,132) (3,188) (3,507) (3,893
Operating profit before impairment losses 5,151 6,103 7,430 8,657 9,684
Impairment losses (579) (458) (869) (1,304) (1,695,
Operating profit 4,572 5,645 6,561 7,353 7,989
Investments in associates 32 35 50 60 70
Profit before tax 4,604 5,680 6,611 7,413 8,059
Income tax (1,111) (1,374) (1,586) (1,792) (1,935,
Effective income tax rate 24.13% 24.19% 23.98% 24.17% 24.01%
Profit for the year 3,493 4,306 5,026 5,622 6,124
Minority interest 0 0 0 0 0
Net profit attributable to equity holders of the Ba  nk 3,493 4,306 5,026 5,622 6,124
Declared and paid Dividends 813 824 998 1,117 1,229
Balance Sheet (RMBmn) FY11 FY12 FY13F FY14F FY15F
Cash and balances wirh central bank 55,829 57,649 61,440 67,583 75,693
Deposits w ith banks and other financial institutions 7,076 3,834 4,500 5,400 6,751
Financial assets designated at fair value through profit or loss 5,036 3,599 3,741 3,966 4,362
Loans to customers, net 133,923 159,941 182,443 206,161 226,777
Investment securities 42,777 53,458 71,879 86,173 102,097
Total assets 256,982 324,224 448,969 554,626 655,558
Deposits and loans from banks and other financial institutions 12,858 6,863 23,695 40,281 61,227
Deposits from customers 203,580 239,543 268,526 298,064 324,889
Total liabilities 239,898 303,743 418,109 515,672 608,809
Equity attributable to equity holders 17,084 20,481 30,801 38,884 46,669
Total equity and liabilities 256,982 324,224 448,969 554,626 655,558
Source: PSR

Source: Company, PSR
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PSR Rating System

Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5
Remarks

We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

PHILLIP RESEARCH STOCK SELECTION SYSTEMS

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a stock's risk
reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant
investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2013 Phillip Securities (Hong Kong) Limited
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Phillip Securities Pte Ltd
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Tel : (65) 6533 6001
Fax : (65) 6535 6631
Website: www.poems.com.sg

HONG KONG
Phillip Securities (HK) Ltd
Exchange Participant of the Stock Exchange of Hong Kong
11/F United Centre 95 Queensway
Hong Kong
Tel (852) 22776600
Fax (852) 28685307
Websites: www.phillip.com.hk
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PT Phillip Securities Indonesia
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Tel (62-21) 57900800
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