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Stocks covered 

Ticker Rating 
TP 

(LC) 
Upside 

1658 HK BUY 8.40 41% 

939 HK BUY 8.10 43% 

600000 CH HOLD 9.00 14% 

601229 CH BUY 8.68 36% 

3618 HK HOLD 3.05 11% 

601577 CH HOLD 8.30 12% 

601658.SH BUY 7.07 35% 

601939.SH BUY 7.50 26% 

601077.SH HOLD 3.60 -6% 

Source: CMBIGM estimates 
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Following the footsteps of large banks, regional banks start to cut their deposit 

rate as well. Although banks’ NIM will continue to compress in FY22 due to loan 

rate drop, declining deposit rate can help mitigate the NIM compression. Banks 

with more time deposits will outperform on NIM performance. Maintain 

OUTPERFORM on banking sector, and our top pick as PSBC (1658 HK, BUY) 

with a target price of HK$8.40. 

 Under the circumstance of industry-wide deposit rate drop, we estimate 

banks with more time deposits to benefit more. We assume a 30% of time 

deposits will be repriced within one year and repriced deposit drop 10 bps on 

cost. Meanwhile, demand deposit rates are unaffected. On NII perspective, 

with 10 bps deposit rate drop, PSBC’s NIM will be improved by 1.96 bps, 

higher than the average 1.31 bps/1.21 bps of SOEs avg/listed banks avg. In 

addition, ICBC's NIM will get a 1.24 bps boost, PSBC and ICBC will 

outperform other SOEs. Among JSBs, the average NIM will be improved by 

1.11 bps, and Everbright/Ping An Bank are benefited more significantly by 

1.46bps/1.30bps respectively. From profit perspective, PSBC, Wuxi Bank and 

Lanzhou Bank are outperformers, with pre-tax profit improvement of 2.74%, 

1.87% and 3.94%, respectively. Meanwhile, avg pre-tax profit improvement of 

SOEs, JSBs and listed banks are 1.32%, 1.19% and 1.07%, respectively. 

 Since regulator's intention of guiding deposits rate downward is to allow 

banks to provide more support on real economy, we think that the saved 

deposit cost will be transferred to loan borrowers. Assuming 10 bps drop 

on both deposit rate and lending rate, estimated NIM of SOEs/JSBs/listed 

banks will compress 1.2 bps, 1.57 bps and 1.34 bps, respectively. On earnings 

perspective, estimated revenue and pre-tax profit of SOEs/JSBs/listed banks 

will drop 0.45%/0.51%/0.47% and 1.09%/1.66%/1.18%, respectively.  

 Deposit driven banks will outperform wholesale driven ones. Specifically, 

PSBC, Bank of Guiyang and CQRCB will outperform other banks because of 

their high time deposits to liability ratio. Although these three banks still have 

to face a narrowing NIM, compression is estimated to be less than other banks. 

 Maintain OUTPERFORM on banking sector and PSBC (1658 HK, BUY) as 

our top pick. Since PSBC is the key beneficiary on deposit rate drop, we 

maintain it as our top pick. Our TP implies 0.91x 2022E and 0.85x 2023E P/B. 

The stock is trading at 0.69x/0.63x FY22/23E P/B, 5% above +1SD of 3-yr 

historical mean.  

Valuation Table 

Name Ticker 
Mkt Cap 
(LC bn) 

Rating 
Closing 

price 
(LC) 

TP 
Upside P/E P/B Yield 

(LC) 

PSBC 1658 HK 529 BUY 5.94 8.40 41% 5.0 0.6 6.0% 

CCB 939 HK 1,367 BUY 5.65 8.10 43% 3.6 0.4 8.2% 

SPDB 600000 CH 233 HOLD 7.85 9.00 14% 4.1 0.4 6.7% 

BOSH 601229 CH 91 BUY 6.38 8.68 36% 3.7 0.5 7.7% 

CQRC 3618 HK 34 HOLD 3.02 3.40 11% 2.6 0.2 11.2% 

BOCS 601577 CH 29.9 HOLD 7.44 8.30 12% 3.8 0.6 6.7% 

Source: CMBIGM estimates based on 2022E earnings. Note: All closing prices are as of 25 May 
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Figure 1: Implications of 10 bps cut on both term deposit rate and loan rate 

Bank Ticker Mkt cap NIM NII chg 
NIM chg 

x bps 
Revenue 

chg 
Pre-tax 

profit chg 

ICBC 601398.SH 1,612,265  2.11% -0.61% -1.29  -0.45% -0.99% 

CCB 601939.SH 1,188,429  2.13% -0.70% -1.48  -0.51% -1.11% 

ABC 601288.SH 1,062,965  2.12% -0.64% -1.35  -0.51% -1.24% 

CMB 600036.SH 929,529  2.48% -0.78% -1.93  -0.48% -1.07% 

BOC 601988.SH 890,429  1.75% -0.83% -1.45  -0.58% -1.27% 

PSBC 601658.SH 495,839  2.36% -0.13% -0.30  -0.11% -0.43% 

CIB 601166.SH 415,484  2.29% -0.68% -1.56  -0.45% -1.04% 

BoComm 601328.SH 347,827  1.56% -0.86% -1.34  -0.51% -1.48% 

PAB 000001.SZ 283,132  2.79% -0.55% -1.54  -0.39% -1.45% 

SPDB 600000.SH 230,415  1.83% -0.90% -1.64  -0.64% -2.06% 

BNB 002142.SZ 226,503  2.21% -0.49% -1.07  -0.30% -0.78% 

Citic 601998.SH 206,717  2.05% -0.81% -1.67  -0.59% -1.84% 

CEB 601818.SH 158,624  2.16% -0.50% -1.09  -0.37% -1.07% 

CMBC 600016.SH 150,142  1.91% -0.74% -1.40  -0.55% -2.60% 

Bank of Nanjing 601009.SH 110,070  1.88% -0.31% -0.58  -0.20% -0.43% 

Bank of Jiangsu 600919.SH 103,092  2.28% -0.57% -1.30  -0.41% -0.98% 

Bank of Beijing 601169.SH 94,298  1.83% -0.74% -1.36  -0.58% -1.52% 

Bank of Shanghai 601229.SH 91,207  1.74% -0.53% -0.92  -0.38% -0.90% 

Hangzhou Bank 600926.SH 87,709  1.83% -0.58% -1.06  -0.42% -1.16% 

HXB 600015.SH 81,091  2.35% -0.69% -1.63  -0.57% -1.75% 

CZB 601916.SH 68,568  2.27% -0.74% -1.68  -0.57% -2.07% 

SHRCB 601825.SH 60,664  1.86% -0.45% -0.84  -0.36% -0.72% 

Bank of Chengdu  601838.SH 60,469  2.13% -0.46% -0.98  -0.37% -0.75% 

CQRCB 601077.SH 40,518  2.17% -0.28% -0.62  -0.24% -0.67% 

Changsha Bank 601577.SH 29,438  2.40% -0.43% -1.03  -0.33% -0.87% 

Bank of LZ 001227.SZ 26,998  1.72% -0.43% -0.73  -0.33% -1.66% 

Bank of Suzhou 002966.SZ 23,700  1.91% -0.46% -0.88  -0.32% -0.89% 

Qilu Bank 601665.SH 23,637  2.02% -0.43% -0.88  -0.32% -0.97% 

Bank of Guiyang 601997.SH 22,157  2.26% -0.25% -0.57  -0.22% -0.48% 

CSRCB 601128.SH 21,433  3.06% -0.39% -1.20  -0.34% -0.97% 

Bank of CQ 601963.SH 20,231  2.06% -0.45% -0.93  -0.36% -0.86% 

Bank of Qingdao 002948.SZ 19,563  1.79% -0.61% -1.09  -0.42% -1.45% 

Bank of ZZ 002936.SZ 19,280  2.31% -0.47% -1.09  -0.38% -1.42% 

QDRCB 002958.SZ 18,000  2.16% -0.52% -1.13  -0.41% -1.27% 

Bank of Xi'an 600928.SH 16,356  1.91% -0.46% -0.87  -0.38% -0.89% 

Bank of Xiamen 601187.SH 15,386  1.62% -0.81% -1.31  -0.67% -1.51% 

RFRCB 601528.SH 12,256  2.34% -0.51% -1.18  -0.46% -1.11% 

Bank of Wuxi 600908.SH 10,760  1.95% -0.40% -0.78  -0.32% -0.79% 

ZJGRCB 002839.SZ 10,718  2.43% -0.41% -0.99  -0.32% -1.09% 

Zijing 601860.SH 10,434  1.83% -0.65% -1.19  -0.57% -1.44% 

SZRCB 603323.SH 9,556  2.24% -0.59% -1.32  -0.47% -1.42% 

JYRCB 002807.SZ 9,101  2.14% -0.50% -1.07  -0.42% -1.07% 

Listed banks avg - 221,785  2.07% -0.65% -1.34  -0.47% -1.18% 

SOE avg - 932,959  2.01% -0.63% -1.20  -0.45% -1.09% 

JSB avg - 280,411  2.24% -0.71% -1.57  -0.51% -1.66% 

Source: Company data, CMBIGM estimates 
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