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Important Notice

The Board of Directors and the directors of the Board warrant that there are no misstatements, misleading representations or material omissions in this report, and shall assume joint and several liability for the truthfulness, accuracy and integrity of its contents.

The 2006 Third Quarterly Report was approved on October 27, 2006 by the 4th meeting of the 4th session Board of Directors of the Bank. All 18 directors received the voting forms and voted to approve the report. 


The financial statements for the quarter were not audited.


Board of Directors


China Minsheng Banking Corp., Ltd. 


Mr. Dong Wenbiao (Chairman of the Board of Directors), Mr. Eddie Wang (President), Mr. Hong Qi and Ms. Wu Touhong (senior executives responsible for finance and accounting), Mr. Wang Jianping (Head of the Financial Planning and Treasury Department) and Ms. Bai Dan (Head of the Accounting and Settlement Department) warrant the truthfulness and integrity of the financial statements in this quarterly report.

I. Company Profile


1. General Information

		Abbreviation of stock

		Minsheng

		Abbreviation of convertible bonds

		Minsheng Convertible Bonds



		Stock code

		600016

		Convertible bonds code

		100016



		

		Secretary to the BOD

		Securities Representative



		Name

		Mao Xiaofeng 

		



		Address

		No.8 Building, Beijing Friendship Hotel


No.1 Zhonguancun Nandajie,


Haidian District, Beijing

		



		Tel

		010－68946790

		



		Fax

		010－68466796

		



		Email

		cmbc@cmbc.com.cn

		





2. Financial and Business Highlights

1) Key financial data and indicators


(Unit: RMB ‘000)


		Item 

		As of the end of the reporting period

		As of the end of previous year

		Increase/decrease (%)



		Total assets

		650,202,318

		557,294,108

		16.67



		Shareholders’ equity (excluding minority interests)

		17,403,095

		15,353,371

		13.35



		 Net asset per share (RMB)

		1.71

		2.12

		-19.34



		Adjusted net asset per share (RMB)

		1.68

		2.07

		-18.84





Note: In accordance with the Provisional Regulations on Acknowledgement and Measurement of Financial Instruments (Trial), the Bank made retroactive adjustments to the financials of the end of the previous year.。


		Item

		July-September, 2006

		January-September, 2006

		Increase/decrease comparing with the same period previous year (％)



		Cash flow from operating activities 

		

		11,394,494

		



		EPS (RMB)

		0.08

		0.25

		-22%



		EPS valued at latest capital stock (RMB)*

		0.08

		0.25

		-22%



		ROE (%)

		4.58

		14.54

		+1.11per points



		ROE after exclusion of extraordinary profit/loss(%)

		4.59

		14.56

		+1.14per points





Note: Pursuant to the Announcement of the Bank on the Conversion of Convertible Bonds into Shares, as of the closing on September 29, 2006, RMB 3,998,221,000 of “Minsheng Convertible Bonds” (100016) issued by the Bank have been converted into “Minsheng Bank” stock (600016). A total of1,358,085,807 shares were converted (including additional stock dividend and shares transferred from capital surplus to the already converted shares), in which 162,663 shares were converted from convertible bonds in this quarter.   


(Unit: RMB ‘000)


		Extraordinary Profit/loss Items

		Amount



		Non-operating income

		5,448



		Including: Income from disposal of fixed assets

		765



		Income from fine

		168



		Other incomes

		4,515



		Non-operating expenses

		-10,305



		Including: Loss in disposal of fixed assets

		-6



		Loss in revaluation of foreclosed assets

		-



		Other expenses

		-10,299



		Effects of the extraordinary profit/loss on income tax

		1,603



		Total

		-3,254





2) Complementary financial statements of the end of the reporting period and of the same period previous year


(Unit: RMB ‘000)


		Item

		September 30, 2006

		September 30, 2005



		Total liabilities

		632,799,223

		503,940,362



		Total deposits

		549,132,067

		451,728,800



		Including: Long-term deposits

		99,060,992

		79,839,009



		Inter-bank borrowings

		500,095

		413,825



		Total loans

		431,005,266

		355,215,711



		Including: Short-term loans

		203,246,774

		162,235,296



		      Import & export bills

		2,894,104

		2,436,576



		      Discounted bills

		22,968,645

		43,709,674



		      Mid & long-term loans

		196,900,323

		140,971,808



		      Overdue loans

		4,995,420

		5,862,357





Note: As at the end of the reporting period, the outstanding non-performing loan, according to the five-grade classification, amounted to RMB 5.23 billion, or a NPL ratio of 1.21%. The outstanding provision for loan losses was RMB 6.529 billion. As for the same period previous year, the outstanding provision for loan losses was RMB 5.286 billion. 


3) Income statement (unaudited)


(Unit: RMB ‘000)


		Item

		July


-September 2006

		January


-September


2006

		July


-September 2005

		January


-September 2005



		1. Operating Income

		8,721,759

		22,992,609

		6,005,731

		17,246,585



		Interest income

		6,346,475

		16,560,390

		4,419,104

		12,776,404



		Income from other financial institutions

		1,463,135

		3,657,946

		814,314

		2,228,263



		Fee and commission income

		268,813

		912,640

		113,851

		283,127



		Foreign exchange gain

		50,107

		143,188

		47,469

		66,646



		Investment income

		664,734

		1,776,903

		605,437

		1,866,810



		Other operating income (net)

		-71,505

		-58,458

		5,556

		25,335



		2. Operating Expenses

		-7,171,042

		-17,988,732

		-4,635,117

		-13,433,742



		Interests costs

		-2,532,417

		-7,180,357

		-1,994,247 

		-5,621,828 



		Expenses to other financial institutions

		-1,760,322

		-3,721,067

		-736,924 

		-2,299,693 



		Fee and 

commission expenses

		-46,596

		-139,499

		-24,727 

		-81,981 



		Operating expenses

		-2,225,284

		-5,403,603

		-1,553,821 

		-4,010,846 



		Provision for assets impairment

		-606,423

		-1,544,206

		-325,398 

		-1,419,394 



		3. Business Tax and Surcharges

		-355,066

		-975,367

		-260,583

		-725,652



		4. Operating Profit 

		1,195,651

		4,028,510

		1,110,031

		3,087,191



		Plus: Net non-operating income

		-4,150

		-4,857

		627

		2,727



		5. Total Profit

		1,191,501

		4,023,653

		1,110,658

		3,089,918



		Less: Income tax

		-394,645

		-1,493,460

		-386,700

		-1,097,951



		6. Net Profit

		796,856

		2,530,193

		723,958

		1,991,967





4) Capital Stock 


(1) Total number of shareholders, ten largest shareholders and their shareholding status


		Total number of shareholders as of the end of the reporting period

		          203,107



		Ten largest shareholders and their shareholding status



		Shareholder name

		Share-


holder type

		%

		Total shares held

		Restricted shares held



		New Hope Investment Co., Ltd.

		Other

		5.98%

		608,372,562

		608,372,562



		China Fanhai Holding Co., Ltd.

		Other

		5.64%

		573,021,540

		573,021,540



		China SME Investment Co., Ltd.

		Other

		5.00%

		508,016,088

		508,016,088



		Oriental Group Co., Ltd.

		Other

		4.71%

		478,867,822

		478,867,822



		China Ship Owners Mutual Assurance Association

		Other

		4.64%

		471,859,937

		471,859,937



		Xiamen Fuxin Group Company

		Other

		4.08%

		414,608,867

		414,608,867



		Asia Financial Holdings Pte., Ltd.

		Foreign investor

		3.90%

		396,707,220

		396,707,220



		Shanghai Jiante Biotechnology Co., Ltd.

		Other

		3.11%

		315,704,015

		315,704,015



		Sichuan South Hope Industry Co., Ltd.

		Other

		2.82%

		286,422,613

		286,422,613



		Harbin Shirble Electric-heat Co., Ltd.

		Other

		2.17%

		220,392,900

		220,392,900



		Ten largest shareholders of unrestricted shares



		Shareholder name

		Unrestricted shares held as of Sept. 30, 2006

		Type (A, B, H share or others)



		中国人寿保险股份有限公司-分红-个人分红-005L-FH002沪

		140,115,618

		A Share



		中国银行－嘉实主题精选混合型证券投资基金

		90,773,324

		A Share



		中国人寿保险(集团)公司－传统－普通保险产品

		82,214,261

		A Share



		全国社保基金一零六组合

		68,941,744

		A Share



		丰和价值证券投资基金

		64,983,094

		A Share



		中国银行－嘉实服务增值行业证券投资基金

		46,083,265

		A Share



		国际金融-渣打-CITIGROUP GLOBAL MARKETS LIMITED

		42,026,286

		A Share



		中国建设银行-交银施罗德稳健配置混合型证券投资基金

		39,007,754

		A Share



		中国工商银行-上证50交易型开放式指数证券投资基金

		37,817,189

		A Share



		中国银行－银华优质增长股票型证券投资基金

		37,499,904

		A Share





(2) Total number of convertible bond holders


		Total number of bond holders

		143





Note: As of the closing on September 29, 2006, RMB 3,998,221,000 of Minsheng Convertible Bonds ((100016) have been converted into “Minsheng Bank” stock of the Bank (600016). A total of 1,358,085,807 shares were converted (including additional stock dividend and shares transferred from capital surplus to the already converted shares), accounting for 13.36% of the total capital stock of the Bank, in which 162,663 shares were converted in this quarter, leaving RMB 1,779,000 of bonds, or 0.044% of the total issuing amount, remained unconverted. 


(3) Conversion of convertible bonds into shares


In accordance with the Placement Circular of Convertible Corporate Bonds of the Bank, the initial conversion price was RMB 10.11. On April 14, 2003 when the Bank carried out its 2002 distribution plan, the conversion price was adjusted to RMB 7.73 per share. For details, please refer to the China Securities Journal, Shanghai Securities News and Securities Times on April 8, 2003. 


On April 16, 2004, the Bank carried out a distribution plan, in which RMB 0.07 of cash dividend (including tax), 0.2 bonus share and 0.15 additional share issue transferred from capital surplus reserves were allocated to each share outstanding. Accordingly, the conversion price per share was adjusted from RMB 7.73 to RMB 5.64. For details, please refer to the China Securities Journal, Shanghai Securities News and Securities Times on April 13, 2004. 


On April 15, 2005, the Bank carried out the distribution plan in which RMB 0.07 of cash dividend (including tax), 0.2 bonus share were allocated to each share outstanding and the conversion price per share was adjusted from RMB 5.64 to RMB 4.64 per share. For details, please refer to the China Securities Journal, Shanghai Securities News and Securities Times on April 12, 2005.


On October 24, 2005, the Bank implemented the shares reform scheme, in which an 0.155 additional share issue from capital surplus reserves was allocated to each share outstanding and the conversion price was then adjusted from RMB 4.64 to RMB 4.02 per share. For details, please refer to the China Securities Journal, Shanghai Securities News and Securities Times on October 21, 2005. 


On April 17, 2006, the Bank carried out the distribution plan in which RMB 0.05 of cash dividend (including tax), 0.15 bonus share and 0.25 additional share issue from capital surplus reserve were allocated to each share outstanding, and the conversion price per share was adjusted from RMB 4.02 to RMB 2.84. For details, please refer to the China Securities Journal, Shanghai Securities News and Securities Times on April 11, 2006. 

II. Management Discussion and Analysis

1. Brief Analysis on the General Situation of Operating Activities During the Reporting Period

As of September 30, 2006, the total assets of the Bank amounted to RMB 650.2 billion, up RMB 92.9 billion or an increase of 17% than that of December 31, 2005. Loans outstanding totaled RMB 431 billion, increased RMB 52.9 billion or 14% from the end of 2005. Total deposits rose by RMB 60.3 billion or 12% to RMB 549.1 billion from the end of 2005. Shareholder’s equity was RMB 17.4 billion, while net asset and EPS per share was RMB 1.71 and 0.25 respectively. The outstanding non-performing loans, according to the five-grade classification, amounted to RMB 5.23 billion, or 1.21% of total loans.


1) Main business or products accounting for 10% or above of the total income or profit from main business operations

(Unit: RMB ’000)


		

		End of the reporting period

		Year beginning

		Increase (%)



		Total assets

		650,202,318

		557,294,108

		16.67%



		Total loans


Including: Loans to individuals

		431,005,266

		378,071,845

		14.00%



		

		64,406,014

		57,167,479

		12.66%



		Total deposits

Including: Savings deposit

		549,132,067

		488,832,763

		12.34%



		

		90,882,206

		74,093,636

		22.66%





Note: The above table was disclosed in accordance with the rules and regulations concerning information disclosure for commercial banks promulgated by the CSRC and the PBOC, due to inapplicability of the previous table for commercial banks.

2) Seasonal or periodical characters of the Bank’s operations


( Applicable   ( Inapplicable


3) Profit structure during the reporting period


(Unit: RMB ’000)

		Item

		January – September, 2006

		January – September, 2005



		

		Amount

		Percentage (%)

		Amount

		Percentage (%)



		Operating profit

		4,028,510

		100.00%

		3,087,191

		 100.00 



		Including: Investment income

		1,776,903

		44.11%

		1,866,810

		 60.47 



		Non-operating income (net)

		-4,857

		-0.12%

		2,727

		 0.14 



		Total profit

		4,023,653

		99.88%

		3,089,918

		 100.00 





4) Income from main business operations and its structural changes

(Unit: RMB ’000)）


		Business line

		January – September, 2006

		January – September, 2005

		Increase /decrease (%)



		Loans

		16,560,390

		12,776,404

		29.62%



		Inter-bank lending and placements

		3,657,946

		2,228,263

		64.16%



		Bond investment

		1,821,354

		1,866,810

		-2.43%



		Others

		952,919

		375,108

		154.04%



		Total

		22,992,609

		17,246,585

		33.32%





During the reporting period, the increase in business scales led to a rapid growth of income from main business operations. 


5) Changes in profitability of main business operations

(Unit: RMB ’000)

		

		January – September, 2006

		January – September, 2005

		Increase /decrease (%)



		Operating profit

		4,028,510

		3,087,191

		30.49%



		Operating income

		22,992,609

		17,246,585

		33.32%



		Gross margin (%)

		17.52

		17.90

		-2.12%





2. Major Events, Its Impact and Resolutions

1) On July 16, 2006, the 2nd EGM elected the 4th session BOD of the Bank and passed the Resolution on Postponing the General Election of the BOS. For details, please refer to the Shanghai Securities News, China Securities Journal and Securities Times on July 18, 2006.


On July 16, 2006, the 1st meeting of the 4th session BOD elected Mr. Dong Wenbiao as Chairman of the BOD, Mr. Zhang Hongwei and Mr. Lu Zhiqiang as Vice Chairmen of the BOD and Mr. Jing Shuping as the Honorary Chairman of the BOD. The Board engaged Mr. Eddie Wang as the President of the Bank, Ms. Wu Touhong as the CFO, Mr. Mao Xiaofeng as the Board Secretary, Mr. Hong Qi, Mr. Liang Yutang and Mr. Shao Ping as the Vice Presidents of the Bank, and Mr. Zhao Pinzhang as the Assistant President of the Bank. For details, please refer to the Shanghai Securities News, China Securities Journal and Securities Times on July 18, 2006.


2) On July 28, 2006, as approved by the Xiamen Bureau of the China Banking Regulatory Commission with its document numbered Xia Yinjian Fu [2006] No.48), Xiamen Branch of the Bank was opened.


3) On August 9, 2006, the 3rd EGM of the Bank in 2006 reviewed and passed the Resolution on the New Shares Issuance Plan through Private Placement in 2006 and the Resolution on Authorizing the BOD to Handle the Detailed Issues of the Private Placement by the EGM. For details, please refer to the Shanghai Securities News, China Securities Journal and Securities Times on August 9, 2006.


4) As approved by the CBRC with its document numbered Yinjian Fu [2006] No. 280, the Bank was approved to issue no more than RMB 3.5 billion of domestically listed normal stocks in RMB by the means of private placement to supplement its core capital. For details, please refer to the Shanghai Securities News, China Securities Journal and Securities Times on September 9, 2006.

5) The Bank received from the CBRC the Reply on CMBC’s Overseas Wealth Management Business on Behalf of Clients (Yinjian Fu [2006] No.298), which approved the Bank to conduct the business. For details, please refer to the Shanghai Securities News, China Securities Journal and Securities Times on September 28, 2006.

3. Changes in accounting policy, accounting estimation and consolidation scope and significant accounting errors and reasons  

In accordance with the regulations stipulated by the Ministry of Finance, the Provisional Regulations on Acknowledgement and Measurement of Financial Instruments (Trial) was tried out by the listed and listed-to-be commercial banks commencing January 1, 2006. Major impacts of implementing this regulation on the Bank are as follows:


1) During the reporting period, net profit calculated on new method decreased by RMB 98,397,000 compared with those calculated on previous methods. This was mainly caused by the following reasons: The calculation method for investment income from short-term bonds investment was changed to accrual method; the policy for impairment provisioning of long-term bonds investment was changed; unrealized profit/loss of derivative financial instruments was acknowledged in the balance sheet and deferred income tax was adjusted. Capital surplus reserve dropped by RMB 166,797,000 due to acknowledgement of unrealized profit/loss of available-for-sell investments. The above two decreased numbers, with retroactive adjustments, led to a decrease of RMB 22,760,000 in total assets and an increase of RMB 301,576,000 in total liabilities at the end of the reporting period.


2) After the retroactive adjustments, the retained earnings at the beginning of the reporting period was reduced by RMB 59,141,000, due to withdrawal of interest income from short-term bonds investment, reversal of impairment provisions for investments, acknowledgement of unrealized profit/loss of derivative financial instruments in the balance sheet and adjustments on deferred income tax. Capital surplus reserve dropped by RMB 46,967,000 due to acknowledgement of unrealized profit/loss of available-for-sell investments. The above two numbers, with retroactive adjustments, led to an increase of RMB 158,017,000 in total assets and RMB 264,125,000 in total liabilities at the end of the reporting period.

4. Explanation made by the BOD and BOS Board in the event of being audited and produced “Non-standard Opinion”

□ Applicable   ( Inapplicable

5. Estimation of accumulative net profit from the beginning of the year to the end of next reporting period to be loss probably or the warning of its material change compared with the corresponding period of the previous year and explanation of reason


□ Applicable   ( Inapplicable


6. Rolling adjustment of annual business plan or budget ever disclosed

□ Applicable   ( Inapplicable


　　   Dong Wenbiao


Chairman, Board of Directors


                      China Minsheng Banking Corp., Ltd.
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