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FY14 results - in line with expectation Price Target: HK$7.60

PT End Date: 31 Dec 2015

CCB reported FY 14 net profits of RMB227.8bn, up 6% Y oY, inline with our estimate. Thisis a balanced set of results and largely inline
with industry trend. On a sequential basis, we noted NIM contraction of 3bps qog and NPL ratio went up by 7bps gog, but thisiswithin
expectation. CCB’ s capital ratio remains the highest among big banks, with coretier 1 ratio of 12.12%, up 47bps gog. The key downside
will be deposits contraction of 1% goq in 4Q14 and cut of dividend payout ratio to 33% from 35%, but thisiswithin expectation
following similar move by ABC, BOC and ICBC. And CCB'’s DPS, after cutting dividend payout ratio, wasflat Y oY ; thisis better than
ICBC and BOC.

What we like about the results:

« Strong capital position: Thereis no difference between coretier 1 and tier 1 ratios, they were 12.12% at end 2014. CCB’scoretier
1 ratio was the highest among banks we cover. We expect tier 1 ratio to be strengthened by 78bps, al else equal, as CCB plansto issue
preference shares of RMB80bn.

» Asset quality deterioration dower than peers: CCB’s NPL ratio went up by 7bps qoq, slower than industry trend of 9bps goq, the
sequential asset quality deterioration trend was the same as ICBC and better than ABC and BOC. And its overdue loans went up by
10.6% HoH, ABC (+35% HoH) and ICBC (+18% HoH), similar to BOC (+10.5% HoH). Special-mention loans went up by 28%
HoH, same as industry trend. On provision, CCB stepped up provision level, so annualized credit costs on loans went up to 93bpsin
4Q14, higher than 55bps in the first nine months of 2014. In addition, CCB has made RMB2.6bn of provision chargesin 2014 for
potential impairment on non-loan assets, including off-balance sheet exposures; we believe thisis a prudent move amid regulatory
tightening on shadow banking and worsening macro environment.

What we don’t like about the results:

* NIM contracted by 3bpsgoq: Thisisweaker than industry trend (+2bps qoq) and big 4 peers (ABC +10bps qoq, ICBC +3bps qoq
and BOC -2bps qoq). We believe this could have been contributed by rising deposits costs faster than peers. For example, we noted
that other big 3 banks priced their 1-year term deposits at ~1.1x base rate, but CCB priced at 1.16x base rate. On semi-annual basis,
NIM wasflat, asrising loan yield (+4bps hoh) was offset by increasing deposits funding costs (+4bps hoh).

» Feeincome only went up by 4% YooY, slowest since | PO: We believe thisis mainly due to NDRC' s inspection on fee income
charged to SMEs. So we expect growth rate to resume in 2015 due to low base effect in 2014 and impact of the inspection should be
taken up in 2014. In addition, on a quarterly basis, we noted that fee income went up 5% qoq in 4Q14.

Table 1: Summary of 2014 results

Actual vs JPM

RMB mn FY13 FY14 YoY FY14 est 1H14 2H14 HoH
Actual Actual JPM Est.

NIl 389,544 437,398 12% 438,343 0% 211,292 226,106 7%
Non-Interest Income 121,596 119,342 -2% 117,424 2% 65,435 53,907 -18%
Fees 104,283 108,517 4% 109,277 -1% 60,180 48,337 -20%
Non-fee 17,313 10,825 -37% 8,147 33% 5,255 5,570 6%
Total Income 511,140 556,740 9% 555,767 0% 276,727 280,013 1%
Operating expenses (188,185) (195,988) 4% (190,697) 3% (84,139) (111,849) 33%
Staff costs (86,830) (91,563) 5% (89,601) 2% (38,957) (52,606) 35%
Other operating expenses (101,355) (104,425) 3% (101,096) 3% (45,182) (59,243) 31%
PPOP 322,955 360,752 12% 365,070 -1% 192,588 168,164 -13%
LLP (42,666) (59,264) 39% (64,410) -8% (21,286) (37,978) 78%
Other Provisions (543) (2,647) 387% (3,336) -21% (1,836) (811) -56%
Pre-Tax 279,806 299,086 7% 297,374 1% 169,516 129,570 -24%
Income Tax (64,684) (70,839) 10% (67,314) 5% (38,546) (32,293) -16%
Attributable Income 214,657 227,830 6% 229,452 -1% 130,662 97,168 -26%
Gross Loans 8,590,057 9,474,523 10% 9,742,037 -3% 9,190,601 9,474,523 3%
Deposits 12,223,037 12,898,675 6% 13,216,095 -2% 12,956,956 12,898,675 0%
Equity 1,065,951 1,242,179 17% 1,236,233 0% 1,137,914 1,242,179 9%
Total Assets 15,363,210 16,744,130 9% 16,893,536 -1% 16,399,790 16,744,130 2%
Key Ratios
NIM 2.74% 2.80% 6 bps 2.81% -1 bps 2.80% 2.80% 0 bps
Cost income ratio 36.8% 35.2% -161 bps 34.3% 89 bps 30.4% 39.9% 954 bps
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ROE 21.4% 19.7% -165 bps 19.9% -20 bps 23.7% 16.3% -738 bps
ROA 1.46% 1.42% -5 bps 1.42% 0 bps 1.65% 1.17% -47 bps
NPL Ratio 0.99% 1.19% 20 bps 1.21% -2 bps 1.04% 1.19% 15 bps
NPL Coverage ratio 268% 222% -46 pt 230% -8 pt 249% 222% -27 pt
Loan loss reserve 2.66% 2.66% -1 bps 2.78% -13 bps 2.59% 2.66% 7 bps
LDR 70.3% 73.5% 318 bps 73.7% -26 bps 70.9% 73.5% 252 bps
Credit costs 0.53% 0.66% 13 bps 0.70% -5 bps 0.48% 0.81% 34 bps
Core capital ratio 10.75% 12.12% 137 bps 11.45% 67 bps 11.21% 12.12% 91 bps
Tier 1 Ratio 10.75% 12.12% 137 bps 11.45% 67 bps 11.21% 12.12% 91 bps
Total CAR 13.34% 14.87% 153 bps 14.13% 73 bps 13.89% 14.87% 98 bps
Dividend payout ratio 35% 33% -2 pt 35% -2 pt
Source: Company reports, J.P. Morgan estimates.
Table 2: Summary of 4Q14 financials

RMB mn 40Q13 1Q14 2Q14 3Q14 4Q14 QoQ YoY
Key P&L Items
NIl 103,034 103,207 108,085 111,945 114,161 2% 11%
Non-Interest Income 29,225 44,729 20,706 26,743 27,164 2% -7%
Fees 24,195 32,121 28,059 23,621 24,716 5% 2%
Non-fees 5,030 12,608 (7,353) 3,122 2,448 -22% -51%
Total Income 132,259 147,936 128,791 138,688 141,325 2% 7%
Operating expenses (63,511) (50,634) (33,505) (46,698) (65,151) 40% 3%
PPOP 68,748 97,302 95,286 91,990 76,174 -17% 11%
LLP (17,313) (10,690) (10,596) (16,060) (21,918) 36% 27%
Pre-Tax 51,207 85,767 83,749 75,717 53,853 -29% 5%
Income Tax (12,952) (19,845) (18,701) (16,002) (16,291) 2% 26%
Attributable Income 38,175 65,780 64,882 59,636 37,532 -37% -2%
Key Balance Sheet Items
Gross Loans 8,590,057 8,921,128 9,190,601 9,349,489 9,474,523 1% 10%
Including NPL amount 85,264 90,808 95,668 105,320 113,171 7% 33%
Total deposits 12,223,037 12,858,602 12,956,956 12,982,406 12,898,675 -1% 6%
Total assets 15,363,210 16,141,448 16,399,790 16,735,863 16,744,130 0% 9%
Equity 1,065,951 1,139,141 1,137,914 1,197,823 1,242,179 4% 17%
Key Ratios
NIM 2.82% 2.81% 2.78% 2.81% 2.78% -3bp -4bp
Cost income ratio 48.0% 34.2% 26.0% 33.7% 46.1% 1243bp -192bp
ROE 14.5% 23.9% 22.8% 20.4% 12.3% -812bp -219bp
ROA 1.01% 1.67% 1.60% 1.44% 0.90% -54bp -11bp
NPL Ratio 0.99% 1.02% 1.04% 1.13% 1.19% 7bp 20bp
NPL Coverage ratio 268.2% 260.2% 248.9% 234.5% 222.3% -12 pt -46 pt
Loan loss reserve 2.66% 2.65% 2.59% 2.64% 2.66% 1lbp -1bp
Credit cost 0.82% 0.49% 0.47% 0.69% 0.93% 24bp 12bp
LDR 70.3% 69.4% 70.9% 72.0% 73.5% 144bp 318bp
Core capital ratio 10.75% 11.11% 11.21% 11.65% 12.12% 47bp 137bp
Tier 1 Ratio 10.75% 11.11% 11.21% 11.65% 12.12% 47bp 137bp
Total CAR 13.34% 13.50% 13.89% 14.53% 14.87% 34bp 153bp

Source: Company reports.

Investment Thesis

« Strong balance sheet with stable source of funding - interbank liability only accounted for 7% of IBL in 2013, the lowest in the sector
« Strong capital position (Tier 1 ratio 10.8% at end 2013) and efficient capital allocation (RORWA at 2.45% vs. sector 2.06% in 2013)

« « Stable asset quality (NPL up 1bp YoY vs peers average of 4bp) as aresult of prudent risk management (NPL/overdue loans ratio 98% vs.

sector 71% at end-2013).

Valuation

Our Dec-15 price target of HK$7.6 is DDM-derived, assuming a cost of equity of 13.7%, normalised ROE of 13.1%, and terminal date of 31

December 2016

Risksto Rating and Price Target

Risk to our investment view will be mainly from unexpected changes in regulatory environment, monetary policy, and structural reformsin China.
Other risks include: lower-than-expected |oan growth; higher-than-expected NIM contraction; and deterioration of asset quality.
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily responsible
for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with respect to each security or issuer that the
research analyst coversin this research) that: (1) all of the views expressed in this report accurately reflect his or her personal views about any and all of the subject
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that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or intervention.

J.P. Morgan does and seeks to do business with companies covered in its research reports. As aresult, investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Important Disclosures

¢ Client: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: China Construction Bank - H.

® Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients, and the
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non-securities-related: China Construction Bank - H.
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Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for compendium reports and all J.P.
Morgan—covered companies by visiting https://jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries@jpmorgan.com
with your request. J.P. Morgan's Strategy, Technical, and Quantitative Research teams may screen companies not covered by J.P. Morgan. For important disclosures
for these companies, please call 1-800-477-0406 or e-mail research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price Price
(HK$) Target (HK
$)
04-Dec-06 ow 4.04 4.80
07-Jan-07 ow 4.89 5.60
16-Apr-07 ow 4.64 6.00
25-Jul-07 ow 5.89 6.80
28-Aug-07 ow 6.15 710
28-Oct-07 ow 777 10.10
13-Jan-08 ow 6.45 8.90
26-Feb-08 ow 5.51 7.80
14-Apr-08 ow 6.71 8.40
27-Apr-08 ow 6.76 8.80
06-Jul-08 ow 5.92 7.80
24-Aug-08 ow 5.97 8.00
16-Sep-08 N 5.15 8.00
28-Sep-08 N 491 7.20
17-Oct-08 ow 3.75 7.10
04-Mar-09 ow 3.96 6.80
. 30-Mar-09 ow 4.70 6.90
http://gps-app.emea.jpmchase.net:6080/server/console/chart/? 28009 OW 604 8.20
shareClassld=503876&shareClassServerld=4&chartDesignation=1&action Type=C ggﬁgggg 8& 233 g‘s‘g
30-Nov-09 ow 6.90 9.19
10-Mar-10 ow 6.20 8.60
29-Mar-10 ow 6.09 8.40
09-Aug-10 ow 6.93 8.20
27-Nov-10 ow 7.05 9.30
23-Mar-11 ow 7.06 9.40
28-Mar-11 ow 7.15 9.20
30-Apr-11 ow 7.34 9.50
12-Jan-12 ow 5.63 10.10
27-Mar-12 ow 5.99 9.90
31-Jul-12 ow 5.07 6.75
07-Nov-12 ow 5.99 7.00
19-Feb-13 ow 6.51 7.70
28-Oct-13 ow 5.77 7.90
09-Feb-14 ow 5.26 7.60
10-Apr-14 ow 5.61 7.00
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26-Jun-14 ow 5.84 6.80
17-Oct-14 ow 551 7.10
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The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire period.
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consumption tax (shouhizei) calculated by multiplying the executed price by the commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the
customer in advance. Financia Instruments Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers
Association, The Financial Futures Association of Japan, Type |l Financial Instruments Firms Association and Japan Investment Advisers Association. Korea: This report may have been
edited or contributed to from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of the
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures section above. Taiwan: This material is
issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan) Limited. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New
Zealand: This material isissued and distributed by JPMSAL in New Zealand only to persons whose principal businessis the investment of money or who, in the course of and for the
purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the public" as determined in accordance with section 3 of the
Securities Act 1978. The recipient of this material must not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL. Canada: Theinformation
contained herein is not, and under no circumstancesis to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an
offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption
from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable securities laws or, aternatively,
pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canadain which such offer or sale is made. The information contained hereinis
under no circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the information
contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory of Canada, any trades in such securities must be
conducted through a dealer registered in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon these materials, the
information contained herein or the merits of the securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded as

professional clients as defined under the DFSA rules. Brazil: Ombudsman J.P. Morgan: 0800-7700847 / ouvidoria.jp.morgan@jpmorgan.com.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co. or its affiliates and/or
subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to JPM S and/or its affiliates and the analyst's involvement
with the issuer that is the subject of the research. All pricing is as of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment
as of the date of this material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or solicitation for the
purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financia instruments or strategies to particular clients. The recipient of this report must make its own independent decisions regarding any
securities or financial instruments mentioned herein. JIPM S distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic updates may
be provided on companies/industries based on company specific developments or announcements, market conditions or any other publicly available information. Clients should contact

analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise.
"Other Disclosures' last revised March 28, 2015.
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