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Capital pressure declined   
According to the latest announcement of China Construction Bank (CCB or the Group) last 
weekend, it will issue the preferred stock of 600 million shares privately, and the book value 
per share is RMB100, with the total amount of RMB60 billion, in order to increase its tier-1 
capital. 
The dividend of the preferred stock is paid annually, and according to the terms, if the core 
tier-1 CAR decreased to 5.125% (or below), CCB has the rights to convert the preferred stock 
into A Shares common stock without the agreement of the shareholders of the preferred 
stock. 
In the previous report, we mentioned that the bank’s capital pressure was smaller than 
other large-sized banks. By the end of this Sep, CCB’s CAR and Core Tier-1 CAR recorded to 
14.53% and 11.65% respectively, up 0.90ppts and 1.19ppts respectively compared with the 
end of 2013. After the issuance of the preferred stock, excluding the relative expenses, 
CCB’s CAR and Core Tier-1 CAR would achieve to 15.12% and 11.65% respectively, 
representing the further decrease of the capital pressure.  
 
Stable improvement of the performance  
In all, the preferred stock will increase the bank’s capital obviously, the performance met 
our expectation in the first three quarters, and the market environment will improve 
obviously in 4Q, and the investors hold more optimistic view on the expectation especially 
after the launch of the HK-SH Stock Connect, therefore we still hold cautiously optimistic 
view on the bank’s future performance, but estimate the profit growth would go down 
continually and net profit should increase by 8% y-y in average in the next two years. We 
increase CCB’s 12-month target price to HK$6.90, 15% higher than the latest closing price, 
equivalent to P/E5.0x and P/B1.0x in 2015 respectively, and the valuation is quite attractive. 
Maintain Accumulate rating 
 
 
 
 
 
 
 
 
 

Accumulate (Maintain) 
CMP HK$5.98 
TARGET HK$6.90 (+15%) 
 
COMPANY DATA 
O/S SHARES (MN) : 250,011 
MARKET CAP (HK$ MN) : 1,437,696 
52 - WK HI/LO (RS) : 6.42/ 4.89 
  
  
  
 
SHARE HOLDING PATTERN, % 
Central Huijin Investment : 57.06 
HKSCC Nominees : 29.86 
Temasek Holdings : 6.39 
  
  
 
PRICE PERFORMANCE, % 

1MTH 3MTH 1YR
CCB 5.28 2.93 7.85
HSI -4.73 -3.62 -1.73
 
PRICE VS. HSI 
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Investment Thesis 
The issuance of the preferred stock will increase CCB’s capital obviously this time, and 
based on the historical dividend payout record, the impact is quite small for the 
bank’s common stockholders. Considering the Group’s table performance, and the 
high CAR, we believe there is a further optimization of the bank’s capital structure, 
and the profit growth will maintain at the stable level. 
 
CAR will increase 
The CAR of CCB increased obviously in 2014 due to the internal capital accumulation 
from profit outpacing that of risk-weighted assets and the issuance of qualifying 
capital instruments. By the end of Sep, CAR and Core Tier-1 CAR recorded to 14.53% 
and 11.65%, up 0.90ppts and 1.19ppts respectively compared with the end of 2013, 
and CCB’s CAR was still on the top of the peers. 
According to the plan of the preferred stock, excluding the relative expenses, and 
based on the 3Q results, CCB’s CAR and Core Tier-1 CAR would achieve to 15.12% and 
11.65% respectively, representing the further decrease of the capital pressure. 
 
CAR of Big 5 state-owned banks in China in 3Q2014 
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Source: Company, Phillip Securities (HK) Research 
 

Small impact of profits 
Common stockholders may have a loss of RMB3.6 billion based on the total amount 
of the preferred stock as RMB60 billion with the dividend yield of 6% because the 
preferred stockholders can gain the dividend primarily. However, considering CCB’s 
stable historical dividend payout record, we believe the impact of the preferred stock 
is quite small.  
Additionally, if all preferred stocks were converted into A Shares common stocks, 
based on the total amount of RMB60 billion and the convertible price of 
RMB5.20/share, the shares will be no more than 11.538 billion (=600/5.2), and as at 
the end of this Sep, CCB’s total common stock was 250,011 million, therefore original 
shareholders’ voting rights would be diluted no more than 4.41%. 
 
Changes of CCB’s dividend payment  
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Source: Company, Phillip Securities (HK) Research 
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Source: Company, Phillip Securities (HK) Research Estimates   
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 
Total ReturnTotal ReturnTotal ReturnTotal Return Recommendation RatingRatingRatingRating RemarksRemarksRemarksRemarks 
>+20% BuyBuyBuyBuy 1111 >20202020% upside from the current price 

+5% to +20% AccumulateAccumulateAccumulateAccumulate 2222 +5% to +20%upside from the current price 
-5% to +5% NeutralNeutralNeutralNeutral 3333 Trade within  ± 5% from the current price 
-5% to -20% ReduceReduceReduceReduce 4444 -5% to -20% downside from the current price 

<<<<-20% SellSellSellSell 5555 >>>>20%downside from the current price 
 

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 
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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.   

© 2014 Phillip Securities (Hong Kong) Limited  
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