'rra-!r.eg/ or rJerlfJ(J J

Dr. Ba Shusong

Dec. 2006



Preface: the general review of the future
economic growth, the financing support __and the

supplying channels

Enterprise Bonds Financing & Stock Financing
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The imbalance of indirect financing and direct financing

i

B Until the end of 2005, the proportion of indirect financing in the total
financing amount of society is as high as 91.82%, while the proportion of
direct financing is only 8.18%.
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The imbalance of indirect financing and diresfi®aneih

Domestic Raised Capital in Stock Market &
Amount of Loan of Bank
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The imbalance of indirect financing and diresfi®aneih

Ratio of M2/GDP
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Interior of indirect financing: the credit monopol_l_zatlon

of nationalized banks

Market Structure of China's Banking Industry
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The interior of direct financing: the |mbalance a_mong_

various market levels

Enterprise Bond Financing & Stock Financing
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The interior of direct financing: the |mbalance amo_ng

various market levels

70000
60000
50000
40000
30000
20000
10000

Summary of Stock Trading Records(1992-2004)

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

8 Trading Value of Stock(100million CNY)
Trading Volume of Stock(million shares)
® Trading Value of T-bonds Cash(100million CNY)



The interior of direct financing: the |mbalance a_mong_

various market levels
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The interior of direct financing: the |mbalance among

various market levels
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Part 2: Domestic Financing versus International

Financing

Oversea financing Can the capital
causes the marginalization market survive
trend of financing in at marginalization?

domestic capital market



Oversea financing causes the marginalization trend of
financing in domestic capital market
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Percent of Foreign Raised Capital Through Stock
Market
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Oversea financing causes the marginalization trend of

financing in domestic capital market

Issuing Summary for Stock(1992-2004)
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Part 3: Traditional Financing versus Innovative

Financing

Urbanization

calls for the

innovation of
financing
channels

Financing - —
innovation in
the bond market
IS attractive

Nongovernme
ntal financing
needs to be
developed and
standardized

Positively developing
y and standardizing
the efficient
nongovernmental
financing channel is
also an emphasis for
moving forward the
financing system
innovation at present.




Nongovernmental financing needs to be developed and

standardized

China’'s Underground Credit Absolute Size and Relative Size
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Part 3: Traditional Financing versus Innovatlve

Financing

Urbanization

calls for the

innovation of
financing
channels

Nongovernme
ntal financing
needs to be
developed and
standardized

Financing
innovation in
the bond market
is attractive

As the enlargement of
financing body in bond
market, the variety of
bonds and the level of
credit are plentiful, and
the issuing and
exchanging mode is
gradually plentiful as
well.
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Difficult to expect commercial banks to play a greater

sole role in SME financing now

Degree of Financing Obstacle to SME o
No Small Moderate Serious
China 10.7 8 12 69.3
Malaysia 28.2 26.9 19.2 25.6
Singapore 44.1 14.7 29.4 11.8
Thailand 4.3 18.1 33.5 44.1
Degree of Financing Obstacle to SE
No Small Moderate Serious
China 6.7 11.1 6.7 75.6
Malaysia 18.4 26.5 22.4 32.7
Singapore 23.1 17.9 46.2 12.8

Thailand 4.9 154 35.8 43.9



Difficult to expect commercial banks to play a greater

sole role in SME financing now

Proportion of Loan to SME in Total Loan
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Promote diversification of the SME market debt financing

Resources of Financing For Various Kinds of Enterprises
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Part 4. Large Enterprises Finhancing versus Small

& Middle Size Enterprises Financing

Difficult to expect
commercial banks to play a
greater sole role in SME

financing now

Promote diversification
of the SME market debt
financing

key points of SME financing
innovation should be relieving the
financial control, developing the
active and Multi-level financial
market and diversifying financing

channels

Establish the multi-
level SMEs equity
markets
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