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F RECENT PIE Trailing 6.0 [RELATIVE™ PIS INDUSTRY DATE
CHINA MINSHENG BANK"™ 600016 |poee’ 6.6 |pano 5.5 oyan 170 [PERATIO 0'48‘ 1.86 ‘ BANKING | May 21,2012
China Minsheng Bank (Minsheng) continued to grow at a brisk pace in the first quarter. Business: China Minsheng Bank is China’s premier non-state owned commercial bank.
Revenues: 1gs grew to ¥ 25.04 billion and ¥ 8.95 billion respectively, representing growth | Minsheng’s primary businesses are corporate and personal banking, lease financing,
of 45.9% a year-over-year. Minsheng’s cost contrals have been excellent and ttwe bank’s | Jocet management, and other related financial services. As of the end of 2011,
costta inco 1as declined in four consecutive years. In the first quarter, Minsheng’s costto |y oheno has aver 590 banks, including branch banks in 32 cities and a representative
income rativ .on wy +.5%, year-over-year, to 25.9%. However, due to a rebound in nonperforming . ! . Ny o
loans, the bank accrued asset impairment losses of ¥ 3.34 billion, an increase of ¥ 1.55 billion office in Hong KO”Q- The bank's largest A-shareholder is New Hope G'PUD with 4'99 %
(B5%) over the same period last year. The company recorded first quarter EPS of ¥0.33, slightty |0f shares outstanding. The largest H-shareholder is Hong Kong Secunities Clearing
above our previous estimates. Company with 14.27%of shares outstanding. Chairman: Dong Wenbiao; President:
Minsheng’s assets and liabiliies grew by 8.4% and 8.5%, respectively, during the first quarter.  |Hong Qi; Executives do not hold shares. Addr.: No. 2 Fuxing Men Nei Street, West City
Loans and deposits grew by 3.5% and 2.8%, respectively, from the beginning of the year. District, Beijing, China; Tel - +86 010-58560666; Fax: +86 010-68466796; Internet:
Interbank loans grew by 31.2% in the first quarter and rose by 3.9% as a percentage of total assets | \\xia cmbe.com.cn
to 22.4%. Total loans declined by 2.5% as a percentage of total assets to 50.4%. However,
Minsheng's SME loan platform (“Business Credit Channel") which accounts for 20% of the bank’s
loan strategy grew by 5.4% during the first quarter. The bank’s end of quarter loan-deposit ratio of |Annual Growth Rates Past 3 Yrs Projected '11-'14 | Capital Structure (Q1 2012, RMB billions)
72_. 1% rar!ks relgmvely highly amongst peers. Despite a G basis point drop from the fourth quarter, Revenues 399, 19% Loans 12175
Minsheng's net interest margin increased by 15 basis points, year-over-year, to 3.29% and still Eamings 539 20% Deposits 16901
remains ameng the best in the industry. Net interest income increased to ¥ 18.97 billion in the first ° “
quarter, representing growth of 41 5%, year-over-year, steady with 2011 growth of 41.3% Net Assets 3% 19% Total Liabilities 2273.7
Earnings from service fees and commissions was ¥ 5.14 billion, representing quarterly and Loans 21% 14% Total Assets 24172
yearly growth of 55.4% and 74.1%, respectively. Service fees and commissions increased to Deposits 28% 15%
20.5% of total eamings, up from 18.3% at the beginning of the year. Minsheng's eamings from Cal- Interest Income (RMB billions) Circulated A-Shares (billions) 296
service fees and commissions ranks near the top of its peer group of shareholder-owned banks. endar Qi Q2 a3 Q4 Full Year| A-share Market Cap (billions) 1482
Many market analysts believe that the strong growth of Minsheng’s personal finance, credit card, 2008 3G a1 a1 76 304 Privileged Shares (billions) 0o
and trade finance businesses within the intermediary segment indicates the bank’s resilience and 2009 6.8 71 8.7 95 32 2 |Convertible Priv. Shares (billions) 0.0
adaptability to new regulations on fee structure
Consistent with the current trend, Minsheng's nonperforming loans increased both nominally and 2010 10.1 111 1.9 128 45.9
as a percentage of total loans in the first quarter. Nonperforming loans grew by 11% to ¥ 850 2011 13.4 16.1 17.2 18.1 64.8 — -
million and accounted for 0.67% of all loans outstanding. The majonty of new nonperforming loans 2012 19.0 19.9 19.4 18.5 76.7 Assets and Liabilities (billions)
are still expected to originate in the Zhejiang and Jiangsu provinces. Due to increased expenses Cal- Adjusted EPS Eull Year 2009 2010 2011
for loan loss reserves, the bank’s end of quarter loan loss coverage ratio was 360.44%, an endar Qi Q2 Q3 Q4 mdvtoars 1639 279.2  364.1
increase of 3.15% on the quarter. Loan loss reserves as a percentage of total loans increased by 2008 | 013 0.19 014 -0.05 042 | Beslens 7191 7784 8411
19 basis points in the first quarter to 2.42%, well above the level of most other shareholder-owned 2009 0.11 0.22 0.13 -0.08 0.38 Otner 3343 4719 8591
banks. 2010 | 0.16 0.17 0.16 0.17 0.66 | secumes 2091 2942 353.0
Minsheng offered 1.65 billion H-shares to existing shareholders through a rights issue in April, 2011 023 029 028 0.25 1.05 | romsses 14264 18237 24172
raising ¥ 11.21 billion. As a result, the bank’s core capital adequacy ratio increased by 0.55% to 2012 0.32 0.33 0.30 0.25 1.20
8.42%. Additionally, Minsheng's planned offering of convertible A-shares should help the bank Cal- Dividends (¥ per 10 shares) Tmeocsces 5784 7642 9466
meet requlatory requirements for capitalization. EPS projections for 2012, 2013, and 2014 are endar at Q2 Q3 Q4 Full Year cummoeses. 5483 651.1 695.0
2‘%:.22)& ¥ 1.45, and ¥ 1.70, respectively. We believe the stock is currently undervalued. (May 21, 2008 - N 080 080 e 2108 3032 6321
2009 - - 0.50 0.50 | T 13375 17185 22737
2010 - - 1.00 1.00
2011 - - - 3.007  3.00
Growth Dynamic 1 1410 | 12.24 622 | 10.34| 18.09| 1647 8.87 .21 6.67 6.65 High Brice
Safely 2 7.95 5.34 348 3.80 9.39 378 403 495 528 585 Low
Beta (1.00=SHSZ 300) 087 26-19] 2113 11-8| 27-10] 41-15 30-9 19-9 10-7 6-5 6-5 Hi-Lo PE
Current Reasonable Buy Price 10 3-22| 24-15| 135-9| 36-1.3|103-37 682| 3918 3324 21-17| 2.0-1.7 Hi-Lo PS
2013-2014 Projections
Price  Gain g o [
High 22.00 233% 83% ml!”l\‘ir 15
Low 16.00  144%  56% ;.r\l.. Jhay H | 0
Institutional Activity (billiens of shares) "I, P .’l hl”u‘u i A T T P "
Q311 Q41 Qi i i
nstetions 158 285 194
Shares 1050 11.43 1061 Wolume (shares, hundred millons)
%ofCap 46.5% 50.6% 47.0% Lo
1 1 "
1999 | 2000 | 2001 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 [ 2011 2012 | 2013 | 2014
0.24 0.28 0.34 0.38 0.39 0.37 0.38 0.43 042 0.38 0.66 1.05 1.20 1.45 1.70 |Eamings per share
347 211 232 1.74 249 213 1.90 347 286 395 390 485 5.49 6.55 7.76 |Book Value per share
0.21 023 0.24 0.25 0.39 023 018 0.33 032 0.56 074 147 | 1.94 2.65 3.44 (Retained Eamnings per share
2.00 0.70 0.60 1.20 0.70 0.50 0.00 0.50 0.80 0.50 1.00 3.000| 3.50 4.00 5.00 |Cash Dividend per 10 shares
1.7 22 26 36 52 73 10.2 145 18.8 23 26.7 26.7 284 Total Shares Issued (billions)
04| 05| os| o8| is| 29| 61| 121| 179| 188| 226| 26| 226 B::: gf::;::e Circulated A-Shares (billions)
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 32 4.1 4.1 5.8 Other (B, H) shares (billions)
63 105 145 185 216 240 287 327 374 434 509 590 Number of Branches
2124 | 3094 | 4254 | 5273 | 6280 | 9447 | 13831 | 17766 | 19853 | 26039 | 31454 | 40820 Employees
27 5.1 T2 12.0 18.0 238 17.5 253 35.0 421 548 82 4 99.8 | 1718.1 | 139.4 |Revenues (billions)
09 18 25 43 74 97 16.2 226 304 322 459 64.8 76.7 88.2 | 1071.5 |Interest Revenues (billions)
1.8 3.3 4.7 7.8 10.6 14.1 12.7 2.7 46 9.8 8.9 17.5 23.1 29.9 38.0 |Non-interest Revenues (billions)
07 12 1.8 3.0 4.4 6.0 8.3 17 14.9 7.7 2186 293 35.4 414 48.8 [S&A Expenses (billions)
19 25 11 15 14 22 23 65 53 55 84 10.0 11.4 13.9 |Asset Impairment Reserves (billions)
0.4 0.6 0.9 1.4 20 27 3.8 6.3 78 84 17.5 281 34.1 41.0 48.1 |Net profit (billions)
23.3%| 28.2%| 26.9%| 28.3%| 28.9%| 36.3%| 28.0%| 31.2%| 24.7%| 22.7%| 23.0%| 23.1%| 25.0%| 25.0%| 25.0% |Income TaxRale
15.1%| 12.3%| 12.3%| 11.6%| 11.3%| 11.3%| 13.3%) 24.9%| 22.3%| 19.9%| 32.0%| 34.1%| 34.1%| 34.7%| 34.5% [Net Profit Margin
25%| 28%| 32%| 26%| 29%| 31%| 3.3%| 3.3%| 3.3% Netinterest Spread
349 736| 1284 | 201.8| 2884 | 378.1 | 447.5| 5550 6584 | 867.7 | 1037.7 | 1178.3 | 1356.3 | 15571.2 | 1768.5 |Loans (billions)
52.7| 104.0| 186.7| 2746 | 380.0| 4838 | 583.3| 671.2| 785.8 | 1127.9 | 1416.9 | 1644.7 | 1894.5 | 2172.7 | 2495.7 |Deposits (billions)
6.0 54 6.0 6.3 12.9 15.5 19.3 50.2 53.8 88.0 | 104.1| 1296 | 1557 | 1858 | 220.0 |Shareholders’ Equity (billions)
12.7 153 18.9 427 51.3 771 904 | 1215 145.3 | 173.4 | 205.4 |Core Capital (billions)
08%| 06%| 05%| 06%| 06%| 05%| 06% 08%| 08%| 07%| 1.0%| 14%| 71.4%| 1.5%| 1.5%|Retum on Assets
10.9%| 11.1%| 15.6%| 22.7%| 21.1%)| 19.0%| 22.0%| 18.1%| 15.0%| 11.8%| 16.9%| 244%)| 24.4%| 24.3% | 23.9% |Return on Shr. Equity
44%| 28%| 20%| 1.3%| 13%| 12%| 13%| 12%| 12%| 08%| 07%| 06%| 0.8%| 0.9%| 0.9% Nonperforming Loans/Total Loans®
112.5%| 100.2% | 108.9%| 113.1%| 150.0%| 206.0% | 270.5% | 357 .3% | 330.5%( 372.2% | 300.1% |Loan Loss Provision Coverage
64%| 50%| 48%| 44%| 74%| 66%| B89%| 81%| 79%| 8&84%| 8.6%| 8.8% Core Capital Adequacy Ratio
21.5%| 101%| 82%| 86%| 86%| B83%| 81%| 107%| 9.2%| 10.8%| 10.4%| 109%| 71.7%| 11.5% | 71.4% |Capital Adeguacy Ratio
N N {A) Cuarierly EPS is ajusted for year-end spits_(5) Future N N
Copyright Juian W Asset Management (8 58 =4 2. Al iﬁﬁﬁﬁm&ﬁﬁiﬁ:ﬁ&?f “"l"“'”"‘*f“s“ s o an prevs - :&E?&ng e omen @ GZSOO
Fights reseved. Sharing, pubishing. orofhervse tstibutng | aoouracy of compieteness. The iomalion provided n s | Jcrogs, J0en9 Payoes 1o If o precedentlor istoried |, pigeq (F) Al igures are in Chinese Renminti uniess N .COom
any informaton contaned herein s siicly prohiied. (repert s forrefeence orly and shoud ol be ten 3| prUR T R SR R0 SRS S 2 P | chenase ot ) Nonper. oans perni, o s o, ) _
recommendation or guarantee of performance. PeRert STt mark by the e har ezt and both capital adequacy raios computed 3t end of year. To subscribe call: +86 (075533011773
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o Growth Dynamic and Safety Rankings

Growth dynamic is an indicator to measure a
stock’s growth dynamic of expected performance
over the next period of time. Historical and
projected earnings and growth momentum are the
main factors that decide a stock’s growth dynamic
ranking.

Safety rankings are our estimation of a stock’s
relative risk based on previous earnings
performance, price volatility, company structure,
and operational stability.

Growth Dynamic or Safety rankings of 1, 2, and 3
are maximum, above average, and slightly above
average while rankings of 4 and 5 are average and
below average, respectively.

o Beta

Beta describes the average volatility of a stock in
relation to the Shanghai Shenzhen CSI 300 Index.
A beta greater than 1 indicates average stock price
changes that are greater than the index while a
beta below 1 indicates average changes that are
smaller than the index. A beta of 1 indicates equal
price volatility to the SHSZ 300 index.

Current Reasonable Buy Price and
Price Projections

The analyst considers all available data and
valuations in arriving at the current reasonable buy
price. Investors who buy in at this price or below
are expected to earn a profit. Price projections are
based on future earnings and growth forecasts in
addition to stock-specific and market conditions.
Gains and total returns on projected high and low
prices are computed relative to the closing price on
the report issue date. The projected price range is
illustrated on the price graph with two bold, dotted
lines.

o Annual Growth Rates

We provide the growth rates of revenues, earnings,
net assets, and other key numbers for the past
three year and coming three year periods. You can
quickly see whether the company is growing,

declining, or holding steady. This information plays
an important role in developing your valuation and
understanding of a stock.

Historical and Projected Financial Data

Here you can find all the critical statistics and
performance data you need displayed year-by-year
for easy comparison. Our suggestion is to go line
by line and look for trends over time within each
item. For example, first look at revenues in 2000
and read across the row toward the 2014
projections. Have revenues been consistent or
shaky? What does growth look like? Have revenues
declined in recent years? Then look at interest
revenues, net profits, loan loss coverage, and other
data to see if you can spot similar trends. Now you
have a basic understanding of the company’s
financial standing. The bolded numbers are the
analyst’s projections for future periods. These
projections are updated with each new report or if
there is new information available that affects the
analyst’s estimates.

Analyst Commentary

The analyst’s main focus is projecting future stock
performance. The analyst commentary section is
his or her opportunity to explain the reasoning
behind the projections. Often the numbers don't tell
the whole story and the analyst is able to shed light
on other important factors influencing future stock
prices. Additionally, reading the commentary
section will also help you learn the basic principles
and logic behind value and growth investing.

P/E Ratios

The Price to Earnings ratio is equal to the current
stock price divided by the sum of the past two
quarters’ and next two quarters’ projected EPS.
Trailing P/E is the stock price divided by the past
four quarters’ EPS. Relative P/E reflects the how
high or low the company’s P/E ratio is in relation to
its industry.

P/S Ratio

The Price to Sales ratio is the equal to the current
stock price divided by the company’s revenues per
share. This ratio sometimes plays an important role
in valuation.

6031 Shennan Avenue # 1408-1410, Futian, Shenzhen, China, 518040; Tel.: +86 0755-33011771;
Fax: +86 0755-33011772; Email: admin@GZ500.com
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How to pick a winning stock using the
GZ500 system

Follow these 5 steps to find your next investment in
minutes
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2.

from 1 (low risk) to 5 (high risk).

If risk is important to you, then watching a stock's safety ranking is
crucial. The safety ranking is a composite measure of the company's
earnings volatility, operational stability, expected challenges, and other
financial conditions affecting the company. Safety rankings also range

Use the “Stock Ranking Guide” to find the best

companies from the hundreds available.

First, search for companies with growth dynamic rankings of 1 or 2.
The growth dynamic is an indicator to measure a stock’s growth dynamic
of expected performance over the next period of time. We believe, as a
convention, that strong historical growth is the best indicator of future
performance. Ranks go from 1 (highest) to 5 (lowest).

Always look for stocks ranked 1 or
2, and never buy stocks ranked 4
or 5. Only buy stocks ranked 3 if
you have a special reason. (For
example, the 3-year projected
price leaves room for a big gain.

Look for stocks with safety rankings of 1, 2, or 3.

Look for stocks with JW4 scores of A or A/B.

Once you have narrowed down
your universe of possible
stocks, compare the current
market price of each stock to its
"current reasonable buy price."
Look at stocks with JW4 scores
of A or A/B.

JW4 Score®

D. Low Profitability Zone

2-3Year
Projected Price

C. Low Profitability Zone

B. Reasonable Price Zone

Currently
Reasonable Price

A High Profitability Zone

Now is a great opportunity to buy. At this price the stock is
undervalued and presents the opportunity for an big gain.

The stock is not underpriced, but still worth a look. If the market
B price is below the "current reasonable buy price" and well below
projected prices over the next 2-3 years, it might be worth buying.

The market price is above the "currently reasonable buy price"
C and approaching the projected future price range. Now may not
be a good time to buy this stock.

The market price has already surpassed the projections for the next two to three
D year period. At this price the stock is overvalued by the market and there is a
possibility of a price drop in the future.
Note: You may find stocks with growth dynamic

2013-2014 Projections and safety ratings of 1 or 2 that have little room
. _ Anrl Total | 1O @ppreciate into their projected price ranges.
Price Gain return | This is because the market has realized the
High 22.00 233% 83% | growth opportunity of these stocks and their
Low 16.00 144% 56% prices have risen. You should definitely keep an
eye on stocks like these and wait for their prices

to drop into the JW4 A or A/B range.

Look for stocks with strong growth.

Carefully read the stock report. Each individual stock report has information about
historical growth of revenues, earnings, net assets, and other financial statement items.
After reading through the data on the company's financial performance you should be able
to develop a quick understanding of the company's historical trends.

Annual Growth Rates Past 3 Yrs Projected '11-'14 Browse the analyst
o o commentary section to learn
Revenues 33% 19% whether the analyst believes
Earnings 53% 20% current growth rates are
Net Assets 34% 19% sustainable and whether the
o o company's growth is real or
Loans 21% 14% the result of accounting
Deposits 28% 15% tricks.

If a company's growth is obviously consistent, growth rates are above 20%, you are
convinced the growth is reasonable, and the current stock price is below the "reasonable
buy price," you definitely want to buy the stock. Barring any negative changes to the
company, you should hold on to the stock until it reaches the "reasonable sell price." If you
stick to this practice you will often earn considerable (above 100%) returns.

5. Diversify.

Spreading risk is absolutely necessary as an investor. As an individual investor, if the first
stock you buy is a household appliance company, then your second stock should not be
another home electronics company. For your second stock, choose a company in a
completely different industry, for example pharmaceuticals, food, or energy. While some
investors like to invest in particular sectors, we suggest that you construct a portfolio that
contains stocks from at least 3 to 5 different industries. Using our stock screener makes it
simple to find attractive stocks in every industry. By spreading your holdings across several
industries you can avoid some of the unpredictable risks of investing in one sector but still
reap comparable returns to the sector investor.
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