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Chinese financials lead country’s dividends

Chinese financials are forecasted to boost their dividend payments to record levels, defying
growing fears that the country may be about to face its own credit crisis.

— Aggregate dividends from Chinese financial services are set to grow by over 10% in fiscal 2016
— Falling share prices and dividends has seen bank yields jump by 80bps to 4.4%
— Short sellers have steered clear of financials as no firm sees any meaningful short interest

The news that China may be about to face its
own debt crisis does not look to have reached
the executive floor of the country’s financial
firms, as Chinese banks and the rest of the
financial services universe are set to continue
to grow their dividend payments in the coming
fiscal year.

Markit's dividend forecasting service is
expecting the financials which feature in the
CSI 300 index to boost their aggregate
dividends by over 10.3% in the coming fiscal
year to reach an aggregate CNY 319bn. This
is over twice the pace of growth seen by
Chinese blue chip stocks as the aggregate
dividend payments made by the index’s
constituents is only forecasted to grow by
5.3% over the same period of time.
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This strong performance from financials

means that Chinese dividends will be even
more dependent on the sector’s performance,
as these firms will make 60% of the total
dividends payments across the index. That
proportion has steadily crept up in the last
four years; the sector only made 53% of all
CSI 300’s dividend payments in 2012.
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Banks mainstay of dividends

Banks, which pay out the backbone of
Chinese dividends, are set to see their
aggregate payments trail the rest of Chinese
large cap field somewhat in the coming year
as their payments are set to grow by 4.3%
over 2016. This is most likely driven by recent
events as Chinese the four largest banks,
Agricultural Bank of China, Industrial and
Commercial Bank, China Construction Bank
and Bank of China all cut their payout ratios
to 33% last year, from 35%.

Despite this, the recent fall in share prices
means that the banks are set to offer the
most attractive dividend vyield out of any
sector. Average yields across the sector now
stands at 4.4%; 80bps more than delivered
last year.
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http://www.bloomberg.com/gadfly/articles/2016-02-17/china-s-600-billion-subprime-crisis-is-already-here
https://www.markit.com/Product/Dividend-Forecasting
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Rest of the financials pick up slack SennaisdarySecurtes Cobls
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constituents are benefiting from China’s
newfound appetite for equity trading, are set
to post the largest dividend growth of any
sector, as payments made by the 24 firms
which feature in the CSI 300 are set to grow
by 62% in the coming year.

Short sellers staying clear

The bullish sentiment emanating from
financials’ dividend policies is also reflected in
the fact that not one Chinese bank or financial
services firm whose shares trade in the Hong
Kong H Share market sees more than 3% of
its free float on loan at present.

The only firm to see any significant demand
to borrow is China Galaxy Securities which
has 2.3% of its free float on loan. That
number has come down by more than two
thirds from the highs seen last year.
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