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  Equity Research

Temporary dividend cut due to private placement; not capital concern

News 

CNCB-H share price dropped 2.34% today after it announced FY14 results 

with no dividend payout for FY14 (vs. 30% payout ratio in FY13) over the 

weekend. Some investors are concerned that the reason for such dividend 

cut is due to CNCB’s capital position. 

Analysis 

Per our clarification with CNCB, the bank temporally suspended dividend 

payout for FY14 in order to avoid delays in its ongoing Rmb11.9 bn private 

placement (announced on Oct 29 last year and approved by CSRC on Mar 

16), as CSRC rules forbid a listed company from proceeding with securities 

issuance before the execution of a profit distribution/dividend payout plan 

if any. There was the same situation for CNCB in Apr 2011 when the bank 

scrapped its cash dividend for FY2010 due to a pending rights issue. It later 

announced an Rmb2.6bn interim dividend for 1H11, which was equivalent 

to 12%/17% of FY10/1H11 NPAT.  

On the other hand, we believe CNCB’s capital position is not a concern 

given (a) tier 1 CAR stood at 8.99% at YE14, and (b) our static analysis 

suggests if we consider the Rmb11.9bn A-share private placement and the 

Rmb35bn domestic preferred share issue (announced last Friday), CNCB’s 

2015E core tier 1/tier 1 CAR might further rise by 0.4pp/1.4pp on top of our 

2015E forecast of around 9.2% (assuming 25% dividend payout for 1H15) to 

9.4% (assuming no dividend payout for 1H15) tier 1 CAR.  

Implications 

Our positive investment case for CNCB-H remains intact as evidenced by 

its steady improvement in revenue mix and retail franchise. The stock now 

trades at an attractive 0.69x 2015E P/B (vs. peer avg 0.85x) against an 

above-peer earnings growth profile. We see a stronger capital base post 

completion of the private placement and preferred share issuance as 

positive for the bank’s medium/long-term growth. Reiterate CL-Buy on 

CNCB-H and keep 12m RIM-based TP of HK$7.9. Key risks: worse-than 

expected asset quality; poor execution of business strategy transition. 
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Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as 
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recommendations focused on either the size of the potential return or the likelihood of the realization of the return.    

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated 
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following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation.  Cautious (C). The investment outlook over 

the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.   

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 

advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman 

Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 

determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and 

price target, if any, are no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended 

coverage of this company.  Not Covered (NC). Goldman Sachs does not cover this company.  Not Available or Not Applicable (NA). The 

information is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.   
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basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on 

macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd 

(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; in Canada by either Goldman Sachs 

Canada Inc. or Goldman, Sachs & Co.; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in 

Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs 

New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in 

the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in 

the United Kingdom and European Union.  

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 

and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom; 

Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt für 

Finanzdienstleistungsaufsicht, may also distribute research in Germany.  
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Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our 
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expressed in this research. 
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The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do 

not necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 
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This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 

illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 

individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 

appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 

may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 

Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 

Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at 
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http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase 

and sales of options such as spreads. Supporting documentation will be supplied upon request.  
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research by third party aggregators. For research, models or other data available on a particular security, please contact your sales representative or 
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