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John T. Robbins, Editor

The Bank With China's Biggest Branch Network Raises $7.4 Billion In Hong Kong IPO

Alpha Mail--Stamp Of Approval

Compiled And Edited By John T. Robbins, News&Review Editor

Postal Savings Bank of China Co. raised $7.4 hillion in
the world’s biggest initial public offering in two years
last Wednesday, but only with an extraordinary dose of
support from Beijing’s pocketbook.

The state-run bank, China’s sixth-largest lender by
assets, agreed Wednesday to sell shares in its Hong
Kong IPO for 4.76 Hong Kong dollars (61 U.S.
cents) each, according to people familiar with the
matter. That makes it the biggest IPO globally since
Alibaba Group Holding Ltd.’s $25 billion offering in
September 2014.However, nearly 80% of that amount
was preordered by a group of six largely state-owned

common on the Hong Kong exchange, particularly
for listings of mainland Chinese companies, which
typically load up on China-based cornerstones. The
tactic has been key to ensuring the success of a number
of big IPOs, including that of Postal Savings Bank, that
might have limited appeal for global investors.

“There are cheaper banks elsewhere,” said Joshua
Crabb, head of Asian equities at London-based Old
Mutual Global Investors, which manages $35 billion
in assets and didn’t invest in the IPO. He said Postal
Savings Bank has a smaller ratio of bad loans than
other Chinese banks, but that investors are paying a
steep premium for the better balance sheet.

As a potential investment, Postal Savings Bank
contrasts sharply with fast-growing, dynamic Chinese
online-shopping giant Alibaba.

China’s post office has offered savings

deposit services since 1919, but the

bank wasn’t split off as a separate entity

until 2007, making it the youngest of

China’s big state-owned commercial

banks.

The bank has 40,000 branches—more

than any other Chinese lender—most

of which are attached to post offices

dotted across China from Lhasa to

Beijing and extending deep into rural

areas.

Headed by a longtime postal-services

bureaucrat, the bank has mostly poured

the funds it gets from deposits into

the Chinese bond

Chinese companies, including Eei'in —
a shipbuilder, a power company .

agreed to buy shares even before [fopfiveglobalIPOs so far in 2016

(Chinese state-owned enterprises helped Postal Savings Bank achieve

and a port Operatorl that had [the world's biggest initial public offering of the year.

market.

Bankers have cited Postal Savings
Bank’s relatively small amount of
Money raised loans as a virtue, saying investors

the price was set. The stock will = B
begin trading in Hong Kong on

Dang Energy Copenhagen
Sept 28 [China Zheshang Bank Hong Kong
The practice of collecting big |\ yeserend prese—m
groups of “cornerstone” investors |, N York

and Tokyo

fesiel Ssvinge Eank of Chita Fliong King worried about souring Chinese loans

< have little to fear.
i Still, some investors expressed
= concern over the bank’s $37.2

s billion of loans to China Railway

to anchor IPOs is increasingly

Kaurce: Dealogic

‘THE WALL STREET JOURNAL.

Can The Postal Bank Deliver The
Returns Investors Are Seeking?

Corp., its biggest borrower.

“It could be a problem, because as the economy
slows down, then railway construction will be
affected....[China’s Big Four banks] seem to
have a more diversified business model,” said
Andrew Xia,chief research officer at Chinese
wealth-management firm Noah Holdings Ltd.
Another challenge in attracting global investors
was the price, which gives the bank a much
higher valuation than those of its larger local
peers. A big reason for that relatively pricey
valuation is that China’s government has an

unwritte_n rule that new IPOs from state-owned «pejio, 'm Your New Banking Relationship Manager”: Postal Bank's
companies must sell shares above book value, Loan Officers Are Not Deskbound.

ameasure intended to prevent state assets from

being sold on the cheap.

But Postal Savings Bank’s bigger
Chinese state-owned peers trade at
10% to 30% less than book value, a
company’s assets minus liabilities. That
is a sign that investors are concerned
about the quality of those banks’
assets—Ilargely loan books.

Postal Savings Bank’s IPO puts a
roughly $50 billion valuation on the
bank, a slight premium to its book
value. The company earned $5.2 billion
in net profit last year, up 7% from the
prior year.

A spokesman for Postal Savings Bank
declined to comment.

A roster of high-profile backers
including J.P. Morgan Chase & Co. and
UBS Group AG bought $7 billion of shares in Postal
Savings Bank at a cheaper valuation of roughly $41
billion in December 2015.

Bankers touted the Chinese lender’s strategic
relationships with these pre-1PO investors—which also
included technology companies Ant Financial Services
Group, Alibaba’s financial affiliate, andTencent
Holdings Ltd.—as a means of modernizing its business

and bringing its performance more in line with that of
global peers.

They also brought on the clutch of big Chinese
cornerstone backers, including electricity giant State
Grid Corp. and China Shipbuilding Industry Corp.,
which took a combined $5.7 billion of the offering.
The companies committed to hold the shares for six
months, meaning few shares will be available for
trading when the stock debuts on Sept. 28.

The IPO marks the latest step by Beijing to advance its
corporate-reform agenda, which includes improving
the quality of its banking industry. China began
overhauling its state banks and opening them up to
foreign investors through listings after the country
joined the World Trade Organization in 2001. Postal
Savings Bank said in its IPO prospectus it intended to
use the listing proceeds to support business growth.
The IPO will mean a welcome payday for the Wall
Street banks underwriting the deal in a bleak market
for new share offerings. Banks including Morgan
Stanley and Goldman Sachs Group Inc. could split
more than $100 million in fees from the offering.

Still, Hong Kong listings such as Postal Savings Bank’s
aren’t as lucrative as deals in New York. The bank will
pay up to 1.6% of the funds raised to its underwriters,
much smaller than the 6% to 7% fee for typical New
York IPOs. (Courtesy http://www.wsj.com/articles)

Key Provision Of The Program Is Due To Lapse Sept. 30: Lawmakers Still At Impasse Over Its Future

Expiration Of EB-5 Visa Program Nears

Compiled And Edited By John T. Robbins, News&Review Editor

The popularity of the EB-5 program appears to be
waning. Investor applications in the first nine months
of this fiscal year were just 8,638, on pace for a big
annual drop. The program had been tapped to help
finance New York’s Hudson Yards.

Facing an impending expiration, a controversial federal
program designed to attract wealthy immigrants has
federal lawmakers at an impasse, leaving its long-term
future uncertain.

A key provision of the EB-5 program, which gives
permanent U.S. residency to foreigners who invest at
least $500,000 in certain businesses, is due to lapse
Sept. 30, although Congress on Tuesday appeared to
be ready to give it a short-term extension until after the
presidential election.

The program has surged in popularity in recent years
among real-estate developers who have tapped it to help
finance some of the most high-profile projects in the
U.S., including the giant Hudson Yards development
rising on the west side of Manhattan. The main draw is
the low-cost loans provided by the foreign investors—
who are mostly from China—which can save the
developers tens of millions to hundreds of millions of
dollars in borrowing costs.

‘The facts make it clear that this program is
in desperate need of statutory and regulatory
reform.’

—Rep. Bob Goodlatte
But the program has drawn criticism. Allegations of
fraud have marred numerous projects that have left
investors with neither their money nor a visa amid loose
regulations, including a high-profile Vermont ski resort.
Inaddition, the program has become dominated by high-
end developments in prosperous urban neighborhoods
that are using a piece of the program meant for rural
and high-unemployment neighborhoods. This practice,
known as gerrymandering because the developers
draw special districts that link their projects with high-
unemployment neighborhoods that are sometimes
miles away, has made it harder to raise money in
economically struggling areas, EB-5 professionals say.
Congressional lawmakers have reached an accord on

Understanding EB-5 visa program

Investors seeking green cards can invest $500,000 in targeted rural
or high-unemployment areas, or $1 million anywhere else in the U.S.
The program, which has grown in recent years, can issue 10,000
visasa !J'EBI'.

HOW IT WORKS

$500,000

investment made to a businass
inatargeted ruralor
high-unemployment area P

Background check

The investor's criminal
m history and the source
- of the money are
Green card Pl

Ifthere is proof that at
least 10 full-timea jobs
were created as a result
of tha investor's money,
the investor is issued a
green card. w *
Move to U.S,

The investar, along with
spouse and children, is
granted conditional

permanent residence in
the LS. for two years.

Oy,
4 RS| ATER

measures to limit fraud. But for the past year, the urban
developers and their allies in congress, mainly Sen.
Charles Schumer (D., N.Y.) and Sen.John Cornyn (R.,
Texas), have beat back attempts to redefine the benefit
so many of the high-end skyscrapers can’t qualify.

Mr. Schumer has said the investments create jobs
throughout cities, suggesting there was no need to
distinguish between poor Bronx neighborhoods and
Midtown Manhattan. Other key lawmakers, including
the Democratic and Republican leaders of the Judiciary
committees in both the Senate and the House, disagree
and have been holding out in an attempt to block the
urban developers from dominating the program.

A bill introduced in the House of Representatives
earlier this month would have reserved 4,000 of the
10,000 EB-5 visas awarded annually for projects in
rural and low-income census tracts.

“The facts make it clear that this program is in desperate
need of statutory and regulatory reform,” Rep. Bob
Goodlatte (R., Va.) said in a statement announcing the
bill.

Many  developers are

pushing for fewer

restrictions, and  any

compromise still seems far

off.

Multiple other ideas to

bridge the gap have been

floated, but few have

gained traction. Among

them, proposals include

increasing the number of

visas, restricting the benefit

for rural and high-unemployment areas to only areas

suffering from very high poverty.

Meanwhile, for the first time in years, the popularity

of the program appears to be waning. While immigrant

investor applications reached an all-time high of 14,373

in the federal fiscal year that ended last September,

investor applications in the first nine months of this
fiscal year were just 8,638, on pace for a big annual
drop.

The slowdown has been attributed to a number of

factors including the uncertainty over renewal as well

as the yearslong waiting list that has formed for the
program, which reached its 10,000 visa capacity for

the first time in 2014.

Ontop of that, a slowdown in the Chinese economy and
a government crackdown
on moving money out of
China have hurt demand,
said Nicholas Mastroianni
I, chief executive of the
U.S. Immigration Fund,
one of the larger companies
that works with developers
to secure EB-5 investors.
“It's a combination of
the unpredictability” and
economic factors, he said.
‘We see a softening in the

market.” (Courtesy http://www.wsj.com)
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218B MACOR Real Estate Investments, Inc.

219 International Press Club

220 Philippines American Chamber of Commerce

LPR Investments

Business Summit  Business ¥ Summit

221 Chinese Chamber of Commerce / Chennault Foundati
222 Houston International Trade Development Council
229/230 United Nations Association
231-233 Law Offices of James X Shu & Associates
235 Diversity Political Coalitian

Houston Minority Press Club

HISOIAL TEXASQCHINA FSRICE HOC &8

"Building Bridges to International Business"

------- o

Please send your comments to the News & Review Editor at john@scdaily.com
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Free Pre - qualify

Conventional / FHA
New Purchase / Refinance

Low Down Payment Loan

Fixed and Adjustable
Cash Out / Home Equity Loan
Zero Closing Cost Loan
95% No MI FNMA Loan
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Mortgage Broker
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www.mortgage-alliance.com
Office: 713-777-1377
7001 Corporate Dr.
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Suite 268, Houston, TX 77036
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iR Richard Liu

E-mail: richliu222@gmail.com
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Jeng Y. Ling

NMLS #295953 WWW.SUTHERLANDMORTGAGE.COM
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Bernard Chaung =i d\.‘

E-mail:Chaung.Bernard@aaa-texas.com
TEL(832)702-6077 : FAX(972)630-2653
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E-mail: gracewang71@ya
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Sherry Lee,Agent
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12125 Jones Rd,Houston, TX 77070
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“Ask me about the
AARP Auto
Insurance Program
from The Hartford'.”

Now available in your area!

This auto insurance is designed ﬁgﬁﬁﬁﬁ@ﬂ AARP BB
exclusively for AARP members EBTE « RIEBEB SN 8 ﬁ 2
% 4‘%_ - and is now available through your | - Hartford Bzt | REBIRMISLLT ﬁ 15]? ﬁ ﬂ i
local Hartford independent agent!
Cal Today for your FREE, RENE - TEASNNE fRiF - RETIA | emmsmAm / smasts
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Christine To / #k ¥ ¥&

713-777-6000

| Auto Insurance “3
B Program iuom

THE
HARTFORD

Jason Yeo

BN EEERAARES
713.777.6000 é

Email: christine@allrisc.com
S 1.800.700.5137 WM 713.777.6080

Allrisc Insurance Agency

6918 Corporate Drive Unit B1
. Houston, TX 77036
g/; jason@allrisc.com
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The AR Automobie Insurance Program from The Hartord is underwrithen by Hartford Fins Ingurancs Comparny and its alfiliales, Ore Hartdord Plara, Hartlord CT DE155. CA licerse rumber 5152 In Washington, the Program is underweitten Ly — M W N
Trumibull Insurance Company. AARP doss nat employ or endorsa anents of brokers. AARP and its affiliates are not insurers. Paid endorsement. The Hartiond pays royakty fees to AARP for the use of its inelizciual proparty. These fees are used for
thee general purposes of AARP. AARP membershin is required for Program eligibiby in most stales. Apphicants are indvidually underwrillen and some may not qualify. Specific fealures, credits, and descounts mery vary and may nal be availsble n

PSS, 9

all states in accordance wih state flings and applicable law. You have the option of purchasing a policy directly from The Hastiord, Your price, howsver, could vary, and you will not have the adice, counsel or senvices of your ndpendent agent =$ @ E % ﬁg ﬁ ESSEANRR: EH—FE2H8HA 9AM - 6PM i 2 :U
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