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Rating              BUY (as at 2 September 2021) 
Last Close CNY 5.35 

Fair Value CNY 6.2  

Strong earnings growth 

• Robust fee income  

• Stable asset quality 

• Well-positioned to accelerate retail business 

Investment thesis 
Postal Savings Bank of China (PSBC) is a leading retail 
deposit bank with low funding cost, relatively low 
exposure to risky loans, and a strong excess provision 

buffer. It has a leading deposit franchise and a loan 
deposit ratio that is the lowest among its peers. Its 
lending and intermediary businesses remain under-

developed and present a potential growth opportunity. 

Investment summary 
• Robust fee income – PSBC reported a strong set of 

results with net profit and pre-provisions operating 
profit (PPOP) rose 48% and 8% y/y in 2Q21 
respectively. The strong result was driven by lower 

credit cost and, strong fee income and trading gain.  
Credit cost dropped by 45bps h/h (or 76bps y/y) to 
53bps to 53bp in 1H21. Fee income increased 23% y/y 

and was the strongest among the Big-5 banks due to 
strength in agency fee. Management targets to 
maintain fee income growth at more than 20% y/y in 

FY21e. Trading gain surged 28% y/y driven by 
optimization in investment book and higher dividend 
income. However, net interest margin (NIM) dropped 

6bps q/q to 2.3%, mainly driven by higher funding cost 
on higher retail time deposit. Management expects a 
gradual stabilization in NIM and aims to adjust asset 

structure by increasing higher yielding assets.  

• Stable asset quality – Non-performing loan (NPL) ratio 
edged down 3bps q/q to 0.83% in 2Q21. NPL 

coverage ratio remained high and increased further 
by 1.8ppt q/q to 419%, which was the highest among 
the Big-5. Common Equity Tier 1 (CET1) ratio dropped 

17bps q/q to 9.7% in 2Q21.  

• Well-positioned to accelerate retail business – PSBC 

delivered strong earnings growth and had the highest 
level of Return-on-Equity among the Big-5 banks in 
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Key ratios  

 
Source: Bloomberg, Company, Bank of Singapore 

601658 CH

Market Cap (CNY bn)

Daily turnov er (CNY m) 734.6

11%

86,979

Top Shareholder CHINA POST GROUP 85.71%

Ticker

478.8

Free Float

Shares Outstanding (m)

CNY bn 2020 2021E 2022E

Net interest income 252.3 280.6 311.4

Pre-prov ision profits 124.4 139.7 156.7

Distributable profits 61.1 65.1 70.7

EPS (RMB)                    0.7                 0.7               0.8 

DPS (RMB)                    0.2                 0.2               0.2 

% 2020 2021E 2022E

ROAA 0.6% 0.5% 0.5%

ROAE 11.8% 11.3% 11.1%

Net interest margin 2.5% 2.4% 2.4%

NPL ratio 0.9% 1.0% 1.0%

Core Tier-1 ratio 9.6% 10.1% 10.1%
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2Q21. PSBC aims to grow its retail and wealth 
management business further on the back of its large 

client base, strong brand recognition in lower-tier 
cities, and sizeable deposits which offers potential 
upside in conversion into financial products. In 

addition, PSBC’s new President used to serve at China 
Merchants Bank for more than two decades and it 
should help the bank to enhance its retail franchise. 

PSBC’s revenue contribution from retail business 
maintained at a relatively high level at about 70%, 
which should be the highest among the Big-5. We 

view PSBC should be well-positioned to accelerate its 
retail business and is the top-pick among the Big-5 
banks. We fine-tune our Fair Value estimate to CNY6.2 

by rolling over our estimates and applying an 
unchanged valuation multiple of 0.85x forward Price-
to-Book ratio, which is set at +1 s.d. to historical 

average. 

ESG updates 
• Robust financial inclusion and consumer protection 

initiatives relative to peers – PSBC has a strong focus 

on providing financial services to typically 
underbanked groups such as small farmers and 
traders, given its mandate to implement financial 

inclusion policies of the Chinese government. It relies 
on the vast network of its controlling shareholder, 
China Post, to serve remote regions. In 2019, PSBC’s 

lending to micro-entrepreneurs went up 22% y/y; this 
could help it diversify its revenue streams, provided it 

is able to manage risks unique to this group. 

• PSBC is exposed to risks associated with violation of 
customer rights and unfair lending practices as retail 

loans make up over 55% of its 2019 loans. In 2019, 
PSBC formed a consumer rights division, overseen by 
a board-level committee; this could help establish 

accountability for issues around customer protection. 

• PSBC matches global peers in efforts at mitigating 
ESG risks in its corporate loan portfolio (45% of 2019 

loans). Notably, it has established an environmental 
and social risk management framework to assess ESG 
risks for all lending transactions. It also increased its 

lending to projects aimed at energy conservation 

and environmental protection by 28% y/y.  
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Potential catalysts 
• Faster-than-expected economic recovery 

• Improvement in asset quality, especially in 
consumer, micro and small- and medium- 

enterprises lending 

• NIM margin trend stabilising faster than expected 

Investment risks 
• Larger-than-expected declines in loan prime rate 

and other market interest rates 

• Its retail transformation is subject to execution risk 

and could take longer than expected 

• Potential selling pressure after the expiry of the A-
share IPO lock-up for institution and/or strategic 

investors in Dec 2020 

 

Valuation analysis 

 

Source: Bloomberg 

 

 

 

 

 

Price/Earnings chart 

 

Source: Bloomberg 

Price/Book chart 

 

Source: Bloomberg 

 

 

2021E 2022E 2021E 2022E 2021E 2022E 2021E 2022E

POSTAL SAVINGS BANK OF CHI-A (601658 CH) 6.9 6.2 0.8 0.7 4.5 5.1 11.6 12.0 

AGRICULTURAL BANK OF CHINA-A (601288 CH) 4.7 4.5 0.5 0.5 6.5 7.0 10.9 10.8 

BANK OF CHINA LTD-A (601988 CH) 4.7 4.3 0.5 0.4 6.8 7.2 10.4 10.3 

CHINA CONSTRUCTION BANK-A (601939 CH) 5.2 4.9 0.6 0.6 5.8 6.2 11.9 11.7 

Price/Earnings Price/Book ROE (%)Dividend Yield (%)
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Company overview (as of 31 December 2020) 

Company description 

Postal Savings Bank of China (PSBC) is the fifth-largest commercial bank in terms of assets in China. Established 
in 2007, PSBC has the largest branch network among Chinese banks with more than 38,000 branches, 

covering more than 95% of the cities and counties in China, and it has one of the largest retail customer 
bases among its peers. PSBC focuses on providing financial services to retail customers, small- and medium-

sized enterprises, and agriculture-related sectors. 

 

FY20 revenue breakdown  

Source: Bloomberg  

FY20 pretax income breakdown 

 

Source: Bloomberg 

Net interest margin 

 
Source: Company data 

Dividends per share 

 

Source: Bloomberg 
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Company financials  

 

Source: Bloomberg 
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ANALYST DECLARATION:   

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively reflect his 
or her views about the securities of the listed entity, and that he or she has taken reasonable care to maintain 
independence and objectivity in respect of the opinions herein. 

The analyst(s) who wrote this report does not hold any financial interests in the listed entity. The analyst’s/analysts’ 
connected persons do not hold any financial interests in the listed entity. 

The analyst(s) does not receive compensation directly or indirectly related to the inclusion of specific recommendations 
or views in this report. The reporting line of the analyst(s) is separate from and independent of the business solicitation or 
marketing departments of Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) Group. 

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the listed entity, and  
the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to the 
analyst(s) in connection with this report. 

DISCLAIMER FOR RESEARCH REPORT 

This report is solely for information and general circulation only and may not be published, circulated, reproduced or 
distributed in whole or in part to any other person without the written consent of OCBC Investment Research Private 
Limited (“OIR” or “we”). This report should not be construed as an offer or solicitation for the subscription, purchase or sale 
of the securities mentioned herein or to participate in any particular trading or investment strategy. Whilst we have taken 
all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of 
publication, we cannot guarantee its accuracy or completeness, and you should not act on it without first independently 
verifying its contents. Any opinion or estimate contained in this report is subject to change without notice. We have not 
given any consideration to and we have not made any investigation of the investment objectives, financial situation or 
particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability 
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons  
acting on such information or opinion or estimate. You may wish to seek advice from a financial adviser regarding the 
suitability of the securities mentioned herein, taking into consideration your investment objectives, financial situation or 
particular needs, before making a commitment to invest in the securities. In the event that you choose not to seek advice 
from a financial adviser, you should consider whether investment in securities and the securities mentioned herein is 
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OIR, 
OCBC Securities Private Limited (“OSPL”) and their respective connected and associated corporations together with their 
respective directors and officers may have or take positions in the securities mentioned in this report and may also perform 
or seek to perform broking and other investment or securities related services for the corporations whose securities are 
mentioned in this report as well as other parties generally. There may be conflicts of interest between OCBC Bank, BOS, 
OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OIR 
and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement . 

The information provided herein may contain projections or other forward looking statements regarding future events or 
future performance of countries, assets, markets or companies. Actual events or results may differ materially. Past 
performance figures are not necessarily indicative of future or likely performance. 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the 
message enclosing the report (or responsible for delivery of the message to such person), you may not copy or deliver 
the message and/or report to anyone. Opinions, conclusions and other informat ion in this document that do not relate 
to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall 
be understood as neither given nor endorsed. 

RATINGS AND RECOMMENDATIONS: 

- OIR’s technical comments and recommendations are short-term and trading oriented. 

- OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment horizon.  

- As a guide, OIR’s BUY rating indicates total expected returns (excluding dividends) in excess of 10% based on the 
current price; a HOLD rating indicates total expected returns (excluding dividends) within +10% and -5%; a SELL rating 
indicates total expected returns (excluding dividends) less than -5%. For REITs and Business Trusts, total expected returns 
including dividends apply. 

-  For companies with market capitalisation of S$150m and below, OIR’s BUY rating indicates total expected returns  
(excluding dividends) in excess of 30%; a HOLD rating indicates total expected returns (excluding dividends) within a 
+/-30% range; a SELL rating indicates total expected returns (excluding dividends) less than -30%. For REITs and Business 
Trusts, total expected returns including dividends apply. 
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