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CCB’s earnings contraction improved notably to -4.1% YoY in 3Q20 from -26.5% 

YoY in 2Q20, thanks to decent PPoP growth (+7.1% YoY) and lower credit cost 

(-33bp QoQ). 9M20 net profit declined 8.7% YoY to RMB 205.8bn, accounting 

for 86.8% of our full-year estimate. Bottom line growth is likely to pick up further 

in 4Q20, as policy guidance effects wane along with macro recovery. We await 

more details from results briefing at 4pm today.    

 Results positives: 1) NIM expanded 2bp QoQ, (vs 10bp contraction in 

2Q20). As LPR has remained stable since Apr and retail credit growth 

accelerates, NIM may keep rebounding in 4Q20. 2) Net fee income growth 

accelerated to 3.8% YoY in 3Q20 (vs 2.9% YoY in 2Q20), mainly on strong 

credit cards, e-banking, and agency service fees. 3)  Deposit growth was 

solid at 2.6% QoQ. CCB has little reliance on structured deposits, which is 

shrinking amid regulatory tightening. 4) 3Q20 cost-to-income ratio fell 

3.2ppt YoY to 28.0%, as the Bank managed to cut operating expenses by 

8.2% YoY. 5) Lower effective tax rate, thanks to rising investments to tax-

free govt bonds.  

 Results negatives: 1) Loan growth moderated to 1.4% in 3Q20 (vs 3.1% 

in 2Q20). Corporate loan growth was muted, and retail loans rose 3.3% QoQ. 

Meanwhile, financial investments was up 4.7% QoQ, likely due to higher 

asset allocation to local govt bonds, reflecting CCB’s conservative risk 

appetite. 2) NPL continued to expose, yet pressure marginally eased. 

NPL ratio climbed 4bp QoQ to 1.53%, and provision coverage slid 6ppt QoQ 

to 217.5%. However, the magnitude of asset quality deterioration turned 

softer in 3Q20 vs 2Q20 (NPL ratio +8bp QoQ). 3) Trading and investment 

gain declined 1.8% YoY in 3Q20 on bond yield hike. 4) CET1/ tier1 CAR 

slid 1bp/ 2bp QoQ to 13.15%/ 13.86%, but total CAR rose 26bp QoQ, 

thanks to RMB 65bn tier2 capital bond issuance in Sep.  

 Maintain BUY and HK$7.60 TP. We keep earnings forecast unchanged. 

Our TP of HK$7.60 is derived from 0.74x target P/B and FY20E BVPS of 

RMB9.0. 

Earnings Summary 

(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E 

Operating income (RMB mn) 658,891 705,629 766,298 808,276 868,174 

Net profit (RMB mn) 254,655 266,733 237,226 248,668 276,922 

EPS (RMB) 1.00 1.05 0.93 0.98 1.09 

EPS CHG (%) 3.9 4.8 (11.1) 4.9 11.5 

Consensus EPS (RMB) NA NA 0.97 1.03 1.11 

P/E (x) 4.9 4.7 5.3 5.0 4.5 

P/B (x) 0.65 0.59 0.55 0.51 0.47 

Dividend yield (%) 6.2 6.5 5.8 6.1 6.7 

ROE (%) 13.9 13.2 10.7 10.5 10.8 

NPL ratio (%) 1.46 1.42 1.52 1.54 1.51 

Provision coverage (%) 208 228 239 257 281 

Source: Company data, Bloomberg, CMBIS estimates  

China Construction Bank (939 HK) 

 Narrower profit decline set pace for Big-4 peers 
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Figure 1: 3Q20 results summary 

(RMB mn)        

P&L 3Q19 4Q19 1Q20 2Q20 3Q20 QoQ YoY 

Net interest income 129,086 131,158 133,499 132,994 138,294 4.0% 7.1% 

Non-interest income 49,078 34,836 75,896 46,720 44,032 -5.8% -10.3% 

Operating income 178,164 165,994 209,395 179,714 182,326 1.5% 2.3% 

Operating expense (55,673) (63,848) (61,885) (46,838) (51,082) 9.1% -8.2% 

PPoP 122,491 102,146 147,510 132,876 131,244 -1.2% 7.1% 

Impairment losses (35,410) (53,325) (49,167) (62,399) (50,197) -19.6% 41.8% 

Pre-tax profit 87,081 48,821 98,343 70,477 81,047 15.0% -6.9% 

Income tax (15,270) (6,633) (17,389) (12,445) (12,450) 0.0% -18.5% 

Net profit 71,154 41,389 80,855 56,771 68,206 20.1% -4.1% 

                

B/S 3Q19 4Q19 1Q20 2Q20 3Q20 QoQ YoY 

Total loans 14,872,485 15,022,825 15,983,311 16,474,146 16,711,368 1.4% 12.4% 

Total deposits 18,463,826 18,366,293 19,706,793 20,402,162 20,941,183 2.6% 13.4% 

Total assets 24,517,730 25,436,261 27,110,165 27,655,247 28,298,121 2.3% 15.4% 

NPLs 211,399 212,473 226,010 245,516 255,528 4.1% 20.9% 

Loan loss reserves 461,442 482,158 520,433 546,361 555,799 1.7% 20.4% 

                

Key ratio 3Q19 4Q19 1Q20 2Q20 3Q20 QoQ YoY 

NIM 2.27% 2.24% 2.19% 2.09% 2.11% 2bp -16bp 

CIR 31.2% 38.5% 29.6% 26.1% 28.0% 2.0ppt -3.2ppt 

ROA 1.27% 1.16% 0.66% 1.23% 0.83% -0.4ppt -0.4ppt 

ROE 14.1% 8.0% 15.1% 10.4% 12.5% 2.1ppt -1.6ppt 

NPL ratio 1.43% 1.42% 1.42% 1.49% 1.53% 4bp 10bp 

Provision coverage 218.3% 227.7% 230.3% 223.5% 217.5% -6.0ppt -0.8ppt 

Allowance ratio 3.10% 3.21% 3.26% 3.32% 3.33% 1bp 22bp 

LDR 80.5% 81.8% 81.1% 80.7% 79.8% -0.9ppt -0.7ppt 

CET1 CAR 14.0% 13.9% 13.8% 13.2% 13.1% -1bp -81bp 

Tier1 CAR 14.5% 14.7% 14.5% 13.9% 13.9% -2bp -64bp 

Total CAR 17.3% 17.5% 17.2% 16.6% 16.9% 26bp -42bp 
 

Source: Company data, CMBIS 

 

Figure 2: Quarterly NIM of CCB 

 

Source: Company data, CMBIS 

Figure 3: NPL ratio and provision coverage of CCB  

 

Source: Company data, CMBIS 
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Financial Summary 

Income Statement       
 Key Ratio           

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E 
 
YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E 

Interest income 811,026 883,499 972,774 1,039,333 1,125,137 
 
Revenue mix      

Interest expenses (324,748) (372,819) (404,171) (438,564) (474,845) 
 
Net interest income 74% 72% 74% 74% 75% 

Net interest income 486,278 510,680 568,604 600,769 650,292 
 
Net fee income 19% 19% 18% 18% 18% 

Net fee income 123,035 137,284 140,030 147,031 154,383 
 
Others 8% 8% 8% 7% 7% 

Others 49,578 57,665 57,665 60,476 63,499 
 
Total 100% 100% 100% 100% 100% 

Operating income 658,891 705,629 766,298 808,276 868,174 
 
      

Operating expenses (199,389) (215,154) (238,755) (257,027) (273,125) 
 
Growth, YoY      

PPoP 459,502 490,475 527,544 551,249 595,049 
 
Net interest income 7.5% 5.0% 11.3% 5.7% 8.2% 

Provision (150,988) (163,521) (236,385) (246,210) (255,734) 
 
Net fee income 4.4% 11.6% 2.0% 5.0% 5.0% 

Operating profit 308,514 326,954 291,158 305,039 339,315 
 
Operating income 10.9% 7.1% 8.6% 5.5% 7.4% 

Non-operating income (354) (357) (357) (357) (357) 
 
PPoP 7.6% 6.7% 7.6% 4.5% 7.9% 

Pre-tax profit 308,160 326,597 290,801 304,682 338,958 
 
Net profit 5.1% 4.7% -11.1% 4.8% 11.4% 

Income tax expenses (52,534) (57,375) (51,087) (53,525) (59,546) 
 
Gross loans 6.8% 9.0% 8.5% 8.5% 8.5% 

Minority interests (971) (2,489) (2,489) (2,489) (2,489) 
 
Customer deposits 4.6% 7.4% 8.0% 8.0% 8.0% 

Net profit 254,655 266,733 237,226 248,668 276,922 
 
      

      
 
Efficiency      

      
 
Cost-to-income ratio 29.3% 29.5% 30.2% 30.8% 30.5% 

Balance Sheet           
 
      

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E 
 
Asset quality      

Due from central banks 2,567,648 2,560,219 2,759,697 2,975,133 3,207,805 
 
NPL ratio 1.46% 1.42% 1.52% 1.54% 1.51% 

Interbank assets 1,038,521 1,508,616 1,599,133 1,695,081 1,796,786 
 
Provision coverage 208% 228% 239% 257% 281% 

Investments 6,446,126 6,888,602 7,382,644 7,914,853 8,488,350 
 
Provision/ total loans 3.04% 3.22% 3.62% 3.96% 4.23% 

Gross loans 13,783,053 15,022,825 16,299,765 17,685,245 19,188,491  Credit costs 1.07% 1.04% 1.34% 1.28% 1.22% 

Less: provision 417,623 482,158 590,562 700,504 811,084 
 
      

Other assets (195,032) (61,843) 22,919 49,268 79,876 
 
Capital adequacy      

Total assets 23,222,693 25,436,261 27,473,595 29,619,076 31,950,223 
 
CET-1 CAR 13.8% 13.9% 14.1% 14.0% 14.1% 

       
 
Tier-1 CAR 14.4% 14.7% 14.6% 14.5% 14.5% 

Due to central banks 554,392 549,433 604,376 664,814 731,295 
 
Total CAR 17.2% 17.5% 16.1% 16.0% 15.9% 

Interbank liabilities 2,250,045 3,018,292 3,269,881 3,470,205 3,684,802        

Customer deposits 17,108,678 18,366,293 19,835,596 21,422,444 23,136,240 
 
Profitability       

Debt securities issued 404,202 367,192 398,570 439,176 485,872  NIM 2.31% 2.26% 2.16% 2.11% 2.12% 

Other liabilities 913,782 899,924 976,543 1,060,029 1,151,003 
 
ROE 13.9% 13.2% 10.7% 10.5% 10.8% 

Total liabilities 21,231,099 23,201,134 25,084,967 27,056,668 29,189,213 
 
ROA 1.11% 1.08% 0.88% 0.86% 0.89% 

       
 
RoRWA 1.89% 1.83% 1.50% 1.47% 1.52% 

Shareholders' equity 1,976,463 2,216,257 2,369,759 2,543,539 2,742,140        

Incl. Perpetual bonds - 39,991 39,991 39,991 39,991 
 
Per share      

Incl. Preferred stocks 79,636 79,636 79,636 79,636 79,636 
 
EPS (RMB) 1.00 1.05 0.93 0.98 1.09 

Minority interest 15,131 18,870 18,870 18,870 18,870 
 
DPS (RMB) 0.31 0.32 0.28 0.30 0.33 

Total equity 1,991,594 2,235,127 2,388,629 2,562,409 2,761,010 
 
BVPS (RMB) 7.59 8.39 9.00 9.70 10.49 

      
 

      

Source: Company data, CMBIS estimates 
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