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|. Executive Summary: The Banking Sector & The Real Economy



In 2025, China's banking industry maintained a resilient momentum by anchoring its primary
mission to the "real economy". As the 14th Five-Year Plan concludes and the 15th Five-Year Plan
commences, the sector has established a robust foundation for high-quality development.

Il. 2025 Financial Performance Review

The fiscal year 2025 was characterized by steady scale growth and rigorous risk management
despite global economic headwinds.

* Asset & Liability Expansion: Commercial bank assets reached 402.9 trillion yuan by Q2 2025 (an
8.9% YoY increase), with liabilities growing 9.0% to 371.9 ftrillion yuan.

* Profitability Metrics: The Net Interest Margin (NIM) hit a historical low of 1.42% in mid-2025. To
mitigate this, banks successfully pivoted toward non-interest income, which rose to 25.75% of total
income.

* Asset Quality: The non-performing loan (NPL) ratio remained stable at 1.49%. Risk mitigation
was bolstered by a provision coverage ratio of 211.97%.

* Capital Strength: The Capital Adequacy Ratio (CAR) improved to 15.58%, providing a stable
cornerstone for risk prevention.

[ll. 2026 Trajectory: Future Industries & Strategic Pivots

The trajectory for 2026 shifts from traditional scale-driven growth to quality-driven investment in
"future industries".

* Industrial Focus: Banking institutions are mandated to allocate resources toward six core tracks:
future energy, future manufacturing, future information, future materials, future space, and future
health.

* Growth Projections: Asset and liability growth is expected to maintain a steady rate of
approximately 8.5% throughout 2026.

* Monetary Environment: 2026 is projected to operate under "moderately loose" monetary policies,
with interest rates remaining steady or falling to ensure abundant liquidity for market financing.

IV. Energy Parallel: The Iranian Oil Factor

A critical component of China's 2026 economic stability is the strategic energy corridor with Iran.
China currently imports approximately 1.38 to 1.4 million barrels per day (bpd) of Iranian oil.
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* Energy Security: This volume represents 13%-17% of China's total crude imports and over
80%-90% of Iran's total oil exports. This reliance provides a low-cost energy floor that supports the
"real economy" and industrial production.

* RMB Internationalization: This trade volume facilitates the expansion of the offshore RMB
market, aligning with the Bank of China’ s strategy to increase the regional use of the currency
and reduce dependence on Western financial systems.

* Geopolitical Risk Hedge: While the BOC report identifies "geopolitical tensions" as a primary risk,
the House of Mason views this concentrated energy partnership as a necessary pillar for industrial
continuity amidst global supply chain disruptions.

V. Conclusion

The House of Mason observes that while global recovery remains weak, China's banking sector is
well-positioned. By leveraging stable energy imports and pivoting toward high-tech "future
industries," the 2026 outlook remains shielded and active.
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