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Profit growth met expectation
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Summary Buy (Maintain)
CMP HKS$5.67

e According to the latest estimated data of CITIC Bank (CITIC or the Group), the Group's
TARGET HK$6.80 (+20%)

profits increased stably, in line with our expectation. As at the end of Dec 2014,

operating income achieved to RMB124.717 billion, and net profit was 40.692 billion, COMPANY DATA

increased by 19.28% and 3.87% y-y respectively; /S SHARES (MN) - 14.882
MARKET CAP (HK$ MN) : 84,530
52 - WK HI/LO (HK$) : 6.34/3.71

e  CITIC's assets increased rapidly. In 2014, its total assets grew 13.67% to RMB4.14 trillion
compared with the end of 2013. The BVPS was RMB5.55, 15.1% higher than that of
2013. However, the Group's asset quality trends to go down continually, and NPL ratio
increased largely by 0.27ppts to 1.30% during the period. We believe both the ratio and  SHARE HOLDING PATTERN, %

amount of NPL loans will continue to increase in future; CITIC Limited : 66.95
HKSCC Nominee 15.76
BBVA 9.9

e According to the results of last quarters, CITIC's profits grew stably, and we believe it price PERFORMANCE, %

would have no significant impact on the whole performance although there was a 1MTH  3MTH 1YR
deterioration of the asset quality, and in addition, considering the positive view of the  CGS 471 11.39 64.35
market from invertors, the banks" valuation is still reasonable, therefore we increase HSI 2.09 3.02 11.68
CITIC's 12-m target price to HK$6.80, around 20% higher than its latest closing price, PRICE & HSI
equivalent to 6.0xP/E and 0.9xP/B in 2015 respectively. Maintain Buy rating.
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In 2014, CITIC's profits increased stably, in line with our expectation. According to the latest 100

estimation, as at the end of Dec 2014, the Group's operating income achieved to 000
RMB124.717 billion, and net profit was 40.692 billion, up 19.28% and 3.87% y-y respectively.
The EPS was RMBO0.87. We noted that the growth rate of CITIC's net profit was much lower
than its operating income, mainly due to the sharp increase of provisions for large loan mmmVoure m  ——098hkequly  ——HI
losses, although there is no detailed information, according to the results of 3Q2014, the
Group's provisions for loan loss and others increased significantly by 124.45% y-y to
RMB17.774 billion, therefore we estimate its provisions would increase to RMB20 billion  Key FINANCIALS
approximately in 2014. Key Financial Summary

FYE N2 1213 1204F  12015F
CITIC's total assets grew 13.67% to RMB4.14 trillion in 2014 compared with the end of 2013, Operatingincome (VBm) 89,711 104813 119732 134449
The BVPS was RMB5.55, 15.1% higher than that of 2013. On the other hand, the Group's  MetPoitad.RUBm) 31032 39175 40700 42257
asset quality trends to go down continually, and NPL ratio increased obviously by 0.27ppts &S, ad) (RVE) 066 0% 081 0%
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to 1.30%. We believe both the ratio and amount of NPL loans will continue to go up in future. RE(X) 69 5 52 5
BVPS (RVB) 424 482 55 635
PIB (X) 11 09 08 07
DPS (RVB) 015 0% 02 02
Div. Yield 33%  55%  57%  5.9%

Source: Bloomberg, PSR est.
*All muttiples & yields based on current market price

Source: Company reports, Phillip Securities Est.

Xingyu CHEN (+ 86 21 51699400-105)
chenxingyu@phillip.com.cn
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The trend of CITIC's net profit growth
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In valuation, CITIC recorded the stable dividend payout ratio, which was around 30%
in 2013 with the amount of RMB11.79 billion, and we expect it would maintain at
30% in future. We assume the ROR would be 12.5%, the cost of equity is 12% and the
long-term dividend payout ratio is 30%, and CITIC's intrinsic value would be HK$7.98
based on 3-stage DDM, and we estimate the target price is HK$6.80, around 15%
lower than its intrinsic value to reflect the risks from the deterioration of asset quality
and the market volatility, and around 20% higher than its closing price, equivalent to
6.0xP/E and 0.9xP/B in 2015 respectively. Maintain Buy rating.

Risk
Dual-increase of the amount and ratio of NPL loans;
The increase of capital pressure;

Share price decreases largely affected by the market environment in the short run.

Page | 2 | PHILLISECURITIES (HK) RESEARCH




p PhillipCapital

(olpi[ol: TV CLEN O COMPANY REPORT

FINANCIALS

FYE Fyll FY12 FY13F FY14F FY15F
Valuation Ratios

P/E (X) 6.4 6.9 55 5.2 5.1

P/B (X) 1.2 1.1 0.9 0.8 0.7

Dividend Payout ratio 28.17% 22.62% 29.86% 29.89% 29.89%
Dividend Yield 4.38% 3.29% 5.48% 5.70% 5.91%
Per share data (RMB)

EPS, reported 0.71 0.66 0.84 0.87 0.90
EPS, adj. 0.71 0.66 0.84 0.87 0.90
DPS 0.20 0.15 0.25 0.26 0.27
BVPS 3.73 4.24 4.82 5.56 6.35
Growth

Net interest income 35.3% 15.9% 13.5% 9.4% 10.2%
Net fee and commission income(exp.) 55.1% 26.9% 50.0% 30.0% 25.0%
Operating income 36.8% 16.4% 16.8% 14.2% 12.3%
Net Income, adj. 43.3% 0.7% 26.2% 3.9% 3.8%
Key Ratios

ROAA 1.27% 1.08% 1.19% 1.05% 0.96%
ROAE 20.92% 16.65% 18.48% 16.76% 15.16%
Net interest margin 3.00% 2.81% 2.60% 2.54% 2.61%
Loan to deposit 71.68% 72.17% 71.65% 70.37% 69.00%
Cost to income ratio 29.88% 31.58% 31.43% 30.74% 29.85%
NPL ratio 0.60% 0.74% 1.03% 1.30% 1.55%
Coverage ratio 272.31% 288.25% 206.62% 176.00% 163.50%
CAR 12.27% 13.44% 12.12% 12.60% 12.96%
Core CAR 9.91% 9.89% 9.05% 10.05% 10.40%
Income Statement (RMB mn) FY11 FY12 FY13F FY14F FY15F
Net interest income 65,106 75,486 85,688 93,722 103,237

Net fee and commission income(exp.) 8,837 11,210 16,811 21,854 27,318

Other non-interst income(exp.) 11,986 14,225 19,125 26,010 31,212

Operating income 77,092 89,711 104,813 119,732 134,449

General expenses (28,381) (34,979) (40,435) (45,045) (49,549)
Provisions for loan loss and others (7,207) (13,104) (11,940) (20,298) (28,417)
others 86 (19) 111 205 246

Pre-tax profit 41,590 41,609 52,549 54,594 56,730

Tax (10,746) (10,224) (12,832) (13,320) (13,852)
Tax rate 25.84% 24.57% 24.42% 24.40% 24.42%
Profit for the year 30,844 31,385 39,717 41,275 42,877

Minority interest 25 353 542 575 620

Net profit 30,819 31,032 39,175 40,700 42,257

Declared and paid Dividends 9,357 7,018 11,790 12,210 12,677

Balance Sheet (RMB mn) Fy11l FY12 FY13F FY14F FY15F
Balances with central bank 366,391 428,167 496,476 551,088 617,219

Cash and balances w ith banks and other financial institutions 386,535 236,591 131,711 118,540 106,686

Placements w ith banks and non-bank financial institutions 151,004 151,803 122,314 79,504 80,299

Trading financial assets 8,190 12,285 11,018 12,671 14,571

Positive fair value of derivatives 4,683 4,160 7,749 9,299 11,159

Financial assets held under resale agreements 162,211 69,082 286,767 326,914 441,334

Loans and advances to customers 1,410,779 1,627,576 1,899,921 2,089,913 2,319,804

Available-for-sale fianncial assets 134,518 196,849 177,960 190,417 228,501

Held-to-maturity investments 108,468 135,014 154,849 190,464 234,271

Investment in associates and subsidiaries 2,212 2,134 2,176 2,307 2,353

Fixed assets 10,116 11,520 13,734 14,146 14,853

Deferred tax assets 2,971 6,091 8,434 10,964 9,868

Other assets 6,408 7,703 10,949 35,037 42,044

Total Assets 2,765,881 2,959,939 3,641,193 4,138,935 4,683,872

Deposits and placements from banks and other financial institt 535,546 370,108 559,667 615,634 646,415

Financial assets sold under resale agreements 9,806 11,732 7,949 29,411 46,176

Deposits from customers 1,968,051 2,255,141 2,651,678 2,969,879 3,361,903

Accrued staff costs 8,861 10,578 10,500 10,920 12,340

Current taxation 4,015 4,558 4,355 6,620 8,936

Interest payable 13,599 21,499 28,143 39,400 43,340

Debts securities issued 33,730 56,402 76,869 136,827 184,716

Other liabilities 5,016 5,436 22,431 26,917 34,992

Total Liabilities 2,587,100 2,756,853 3,410,468 3,871,169 4,378,345

Share capital 46,787 46,787 46,787 46,787 46,787

Investment revaluation reserve 79,221 96,338 104,569 108,421 108,321

Retained profits 50,622 57,351 76,690 107,366 144,944

Total shareholders’ equity 174,496 198,356 225,601 260, 105 297,212

Minority Interest 4,285 4,730 5,124 7,662 8,316

Total equity 178,781 203,086 230,725 267,767 305,528

Total shareholders’ equity and liabilities 2,765,881 2,959,939 3,641,193 4,138,935 4,683,872

Source: PSR

Source: Company, Phillip Securities (HK) Research Estimates
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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

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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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ + 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pige
<-20% Sell 5 >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 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.

© 2015 Phillip Securities (Hong Kong) Limited
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