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Digital Transformation of Chinese Banks
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Bank System in China

Challenges from Fintech

The Road to Digital
i) Transformation of Chinese Banks
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 Bank System

— Large commercial banks have competitive
advantages (ICBC, CCB,BOC,ABC, BOCOM)

— Serious homogeneous competition among banks

asset share

o
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m 5 l[arge commeicial banks m 12 joint-stock commercial banks = 134 city commercial banks

m 3722 rural financial institutions = other financial institutions



* Low Coverage of Bank System
— Central Bank Credit Information System Coverage:

920m (65.7% ) covered VS 480m (34.3%) uncovered
440m (31.4%) with loan records VS 960m (68.6%) without

— Credit Card Holders:
China : 0.39 per capita ; loan balance ratio 4.63%
US : 2.9 per capita ; loan balance ratio 7.81%
(Data as of June 2017)
— Bank Account Coverage:
21% adults without Bank Account
*Huge Gaps in Financial Demand
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2000-2014 Penetration Rate of Consumer Credit
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TOP 50 Fintech Companies Worldwide
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e Customer Positioning & Products of Fintech

E3 1700 MM AsIRNE R, ENAF~HR, 2017

4T Bma b8

PPN oA 4
<5%
5%-7.5%

B 7.5%-10%

M >10%

S K 081,700+ 0 5 BH, TRHFREFR ALK

A
A E Ll Bk
e R, AR KERFRTLEAY
E FCAHFM BT ~FmL

% 22017 48 0,

BIEIAT. MU RLS. EHERF. FAF.

1
2
3
4 &
S AL A3 @ I6C/A VAN



Z-Bank
(2017\ 4)

My Bank

(2014. 9)

We Bank XW Bank SUNING Bank
(29014. 12) (2016 E) (9017. €)
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XW Bank

A Fintech company with bank license » |

Established in June 2016
70% IT employees

Consumer loans :
— 7*24h

— 90% consumers no credit records
— Big data risk control

Ratio of no-performance loan : 0.48%
Operating cost : <20 ¥ /per loan
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Pineers: Joint-equity Bank -
CMB. Ping An. CIB -
ollowers : State-owned Bank§ -
Joint-equity Bank

More followers:
oint-equity Banks/City Commercial Bgnks
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Strategic Action 1: Set Up Fintech Subsidiaries

-Financial information cloud service
-Fintech Solutions
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Strategic Action 2: Partner with Tech Companies
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CMB ( China Merchants Bank)
Strategic Objective: To become a Fintech Bank (2017)

2018: 6.5b, 2.78%

open- of net operating
flat. income, 35.17%

. . rowth

II:]CIUSIVe | ti Fintech irticles: no less

-internet nnovation than 3.5% net
culture Culture Investment operating income of

last year. Expecting
87b in 2019, 86.25%
growth

Organizational
Restructure

Restructure Retail Finance Dept.: flexible innovation team
IT Development: traditional model + Agile Model
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CMB ( China Merchants Bank)

* APP Era:

— “CMB” . “Handheld Life” APP MAU 81m (2018)
— 2" |argest after ICBC (83m)

— 92% customer flow

— 80% personal financial product sales
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Challenges facing Banks’ Digital transformation

e Strategy Implementation

* |IT Governance

* Organizational Restructuring
* Incentive System

* |[nnovation Culture
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Hotit: JEFUERERFPEARKE

E1&: 010- 82509198 EEHE: yizhihong@rmbs. ruc. edu. cn
PE: http://rmbs. ruc. edu. cn



