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Profits meet expectation in 1H2012 and asset :
. . . Rating 1 Buy
quality improved consistently - Previous Ratin L B
Rating: Buy, CP: HK$3.24, TP:HK$4.10 _ g Y
Target Price (HKD) 4.1
Company Introduction . _ . - Previous Target Price (HKD) 6
CRCB has _nearly 60 years of operational hl_story mainly focused Closing Price (HKD) 3.04
on Chongqging Area that is one of the leading rural commercial ) )
banks in China. The bank experienced a series of financial Expected Capital Gains (%) 26.54%
restructuring since 2004. In June 2008, CRCB obtained the Expected Dividend Yield (%) 6.83%
approval from CBRC, and has registered capital of RMB6 billion. In 0 0
December 2010, CRCB was listed in H Shares. Expected Total Return (%) 33.38%
Raw Beta (Past 2yrs w eekly data) NA
Summary Market Cap. (HKD bn) 30,132
. Enterprise Value (HKD mn NA
« As at the end of 1H2012, net profits of CRCB (or the 5 P ‘ I-(|KD ) 21547
Group) reached to RMB2.804 billion, increased strongly week range (HKD) Ao
by 25.26% y-y, equivalent to EPS of RMBO0.30, in line Closing Price in 52 w eek range
with our previous expectation; Key Financial Summary
« The Group’s total assets increased by 16.68% to FYE 12/10 12/11  12/12F  12/13F
RMB402.3 billion compared with tge end of 2011, Operating Profit (RMB mn) 7745 11,118 13971 16,586
g?glc\)/f(lfnt to BVPS of RMB3.16, 5.41% higher than that Net Profit, adj. (RMB mn) 3,061 4,246 5,024 5,623
« Asset quality continued to improve with dual-decrease EPS, adj. (RVB) 0.45 0.46 0.53 0.60
of the amount and ratio of non-performing loans. PIE(X) 5.9 58 5.0 4.4
Meanwhile, the coverage ratio increased by 37.2 BVPS (RMB) 3.26 3.00 3.28 357
percentage points to 302.44% compared with the end of PIB (X) 038 0.9 0.8 0.7
2011; , _ DPS (RMB) 011 014 016 0.8
« Overall, the bank’s performance met our expectation. Div. Yield 414%  527%  6.10%  6.83%

We increase the estimation of the Group’s profits in
2012 slightly due to the stable profit growth. Net profits
expect to increase by 18% y-y approximately to *All multiples & yields based on current market price
RMB5.024 billion, equivalent to EPS of RMBO0.53; Valuation Method
« Due to the bear market and non-surprise performance PE

of the Group in the short term, we therefore cut the 12-
m target price to HK$4.10, around 26.5% higher than
the latest closing price, equivalent to P/E6.8x and
P/B1.1x in 2013 respectively, and still recommend Buy
rating.

Source: Bloomberg, PSR est.
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Figure 1. Profit growth of CRCB research@phillip.com.sg

====Net interest income
Growth rate yo

====Net fee and commission income
120%

Net profit attributable to equity holders of the Bank
100%
80% [
60% [
40%

20% \// \

0% L L L L —

2008 2009 2010 2011 1H2012 2012E

-20%

40%

—60% -

Source: PSR, Company report

MICA (P) 012/01/2012

Ref. No.: HK2012_0146 lof7

ﬁ P PhillipCapital

Your Partner In Finance



CRCB (3618.HK)
Phillip Securities (Hong Kong) Research
2012-8-24

Figure 2. Asset growth of some domestic listed banks in 1H2012
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Figure 3. NPL and coverage ratios of some domestic listed banks in

1H2012
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Figure 4. CAR and Core CAR of some domestic listed banks in 1H2012
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Financial Status

FYE FY09 FY10 FY1l FY12F FY13F
Valuation Ratios

P/E (X) 8.4 5.9 5.8 5.0 4.4

PIB (X) 1.7 0.8 0.9 0.8 0.7

Dividend Payout ratio 12.29% 32.44% 30.66% 30.00% 30.00%
Dividend Yield 1.46% 4.14% 5.27% 6.10% 6.83%
Per share data (RMB)

EPS, reported 0.31 0.45 0.46 0.53 0.60
EPS, adj. 0.31 0.45 0.46 0.53 0.60
DPS 0.04 0.11 0.14 0.16 0.18
BVPS 1.58 3.26 3.00 3.28 3.57
Grow th

Net interest income 37.0% 40.0% 27.3% 17.5%
Net fee and commission income(exp.) 109.1% 122.2% 8.3% 45.4%
Operating income 36.4% 43.6% 25.7% 18.7%
Net Income, adj. 62.1% 38.7% 18.3% 11.9%
Key Ratios

ROAA 1.02% 1.26% 1.35% 1.33% 1.34%
ROAE 19.92% 13.65% 15.37% 16.69% 17.66%
Net interest margin 3.06% 3.07% 3.36% 3.33% 3.28%
Cost to income ratio 49.23% 44.40% 36.64% 40.07% 38.07%
Loan to deposit 66.21% 59.42% 56.40% 57.83% 59.34%
NPL ratio 3.88% 2.38% 1.44% 1.03% 1.13%
Coverage ratio 126.85% 172.81% 265.24% 273.43% 272.61%
CoreCapital adequacy ratio 8.14% 14.78% 13.71% 12.10% 11.85%
Capital adequacy ratio 10.23% 16.31% 14.90% 13.30% 12.90%
Income Statement (RMB mn) FY09 FY10 FY11 FY12F FY13F
Net interest income 5,475 7,502 10,505 13,376 15,717
Net fee and commission income(exp.) 137 286 635 688 1,000
Other non-interest income(exp.) 57 3 -22 7 10
Operating income 5,677 7,745 11,118 13,971 16,586
General expenses (3,191) (3,910) (4,774) (6,757) (8,243)
Impairment losses (123) 45 (848) (800) (1,000)
Operating profit 2,485 3,986 5,497 6,543 7,485
Profit Before Tax 2,485 3,986 5,497 6,543 7,485
Taxation (596) (925) (1,249) (1,519) (1,861)
Profit After Tax 1,888 3,061 4,248 5,024 5,623
Non-controlling Interest 0 0 2 0 0
Net Income, reported 1,888 3,061 4,246 5,024 5,623
Net Income, adj. 1,888 3,061 4,246 5,024 5,623
Dividend 232 993 1,302 1,507 1,687
Balance Sheet (RMB mn) FY09 FY10 FY11 FY12F FY13F
Cash and balances wirh central bank 27,416 37,322 50,663 59,229 68,114
Deposits with banks and other financial institutions, net 10,154 17,220 11,445 11,882 13,664
Loans to customers, gross 99,332 121,025 144,097 169,918 198,805
Allow ances for impairment losses (2,516) (3,911) (5,275) (6,570) (7,752)
Loans to customers,net 96,816 117,114 138,822 163,349 191,052
Investment securities and other financial assets, net 47,430 67,901 82,342 85,556 89,834
Placement w ith other financial institutions 0 2,000 11,460 6,600 6,600
Financial assets held under resale agreement 13,374 37,158 42,297 55,551 63,884
Goodw ll 440 440 440 440 440
Other assets 5,730 6,390 7,351 9,586 11,503
Total assets 201,361 285,546 344,820 392,193 445,091
Deposits from banks and other financial institutions 4,136 11,712 25,107 17,831 20,328
Deposits from customers 153,776 205,563 246,141 282,444 321,986
Subordinate debt payable 2,300 2,300 2,300 2,300 2,300
Other liabilities 31,671 43,541 43,261 59,067 67,159
Total liabilities 191,883 263,115 316,809 361,642 411,772
Paid-in capital 6,000 9,000 9,300 9,300 9,300
Reserves 1,408 10,699 14,754 17,418 19,508
Retained earnings(accumulated losses) 2,070 2,646 3,802 3,745 4,419
Equity attributable to equity holders 9,477 22,345 27,856 30,463 33,227
Minority interest 0 85 155 88 91
Total equity 9,477 22,430 28,011 30,551 33,318
Total equity and liabilities 201,361 285,546 344,820 392,193 445,091
Source: PSR

Source: Company, PSR
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Important Information

This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms
and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced, distributed or published
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it,
and notify the sender immediately. Phillip Securities Research 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 Research
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
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this
information and no representation or warranty, express or implied, is made that such information or Research is
accurate, complete, appropriate 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 Research shall not have any responsibility to
maintain or update the information or Research made available or to supply any corrections, updates or releases in
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has
been advised of the possibility of such damages. You must make the final investment decision and accept all
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or
other materials presented in this publication.

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.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This
publication should not be relied upon exclusively or 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 any product. Any
decision to purchase any product mentioned in this research should take into account existing public information,
including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may
provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the preparation or issuance of this report, may have participated in or invested in transactions with the
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business
from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may have provided advice or investment services to such companies and
investments or related investments, as may be mentioned in this publication.
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Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report may, from
time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other
compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign
currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price
or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments,
which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research,
or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following
its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of
this material.

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 Research to any registration or licensing or other
requirement, or penalty for contravention of such requirements within such jurisdiction.

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on
Investment Products (FAA-NO1) do not apply in respect of this publication.

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 professional and
financial adviser regarding the legal, business, financial, tax and other aspects including 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.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection
with, this document.

This report is only for the purpose of distribution in Singapore.
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Contact Information (Singapore Research Team)

Chan Wai Chee
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+65 6531 1231
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Gaming, US
+65 6531 1791
magdalenechoongss@phillip.com.sg

Ken Ang
Investment Analyst
Financials
+65 6531 1793
kenangwy@phillip.com.sg

Ng Weiwen
Macro Analyst
Global Macro, Asset Strategy
+65 6531 1735
ngww@ phillip.com.sg

Lee Kok Joo, CFA
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S-Chips, Strategy
+65 6531 1685
leekj@phillip.com.sg

Go Choon Koay, Bryan
Investment Analyst
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+65 6531 1792
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Travis Seah
Investment Analyst
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Contact Information (Regional Member Companies)

SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
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

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B,

JI Jend Sudirman Kav 33A
Jakarta 10220 — Indonesia
Tel (62-21) 57900800
Fax (62-21) 57900809
Website: www.phillip.co.id

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel (66-2) 6351700 / 22680999
Fax (66-2) 22680921
Website www.phillip.co.th

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, EC4N 6AS

Tel (44-20) 7426 5950

Fax (44-20) 7626 1757

Website: www.kingandshaxson.com

AUSTRALIA
Octa Phillip Securities Ltd
Level 12, 15 William Street,
Melbourne, Victoria 3000, Australia
Tel (03) 9629 8288
Fax (03) 9629 8882
Website: www.octaphillip.com

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3 Megan Avenue |,
No. 12, Jalan Yap Kwan Seng, 50450
Kuala Lumpur
Tel (603) 21628841
Fax (603) 21665099
Website: www.poems.com.my

JAPAN
Phillip Securities Japan, Ltd.
4-2 Nihonbashi Kabuto-cho Chuo-ku,
Tokyo 103-0026
Tel: (81-3) 3666-2101
Fax: (81-3) 3666-6090
Website:www.phillip.co.jp

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd
No 550 Yan An East Road,
Ocean Tower Unit 2318,
Postal code 200001

Tel (86-21) 51699200

Fax (86-21) 63512940
Website: www.phillip.com.cn

FRANCE
King & Shaxson Capital Limited
3rd Floor, 35 Rue de la Bienfaisance 75008
Paris France
Tel (33-1) 45633100
Fax (33-1) 45636017
Website: www.kingandshaxson.com

UNITED STATES
Phillip Futures Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel +1.312.356.9000
Fax +1.312.356.9005
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