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Disclaimer
This document is only provided for information purposes and does not constitute, nor must it be interpreted as, an offer to sell or 
exchange or acquire, or an invitation for offers to buy securities issued by any of the aforementioned companies. Any decision to buy or 
invest in securities in relation to a specific issue must be made solely and exclusively on the basis of the information set out in the 
pertinent prospectus filed by the company in relation to such specific issue. Nobody who becomes aware of the information contained in 
this report must regard it as definitive, because it is subject to changes and modifications. 

This document contains or may contain forward looking statements (in the usual meaning and within the meaning of the US Private 
Securities Litigation Act of 1995) regarding intentions, expectations or projections of BBVA or of its management on the date thereof, that 
refer to miscellaneous aspects, including projections about the future earnings of the business. The statements contained herein are 
based on our current projections, although the said earnings may be substantially modified in the future by certain risks, uncertainty and 
others factors relevant that may cause the results or final decisions to differ from such intentions, projections or estimates. These factors 
include, without limitation, (1) the market situation, macroeconomic factors, regulatory, political or government guidelines, (2) domestic 
and international stock market movements, exchange rates and interest rates, (3) competitive pressures, (4) technological changes, (5) 
alterations in the financial situation, creditworthiness or solvency of our customers, debtors or counterparts. These factors could 
condition and result in actual events differing from the information and intentions stated, projected or forecast in this document and other 
past or future documents. BBVA does not undertake to publicly revise the contents of this or any other document, either if the events are 
not exactly as described herein, or if such events lead to changes in the stated strategies and intentions.

The contents of this statement must be taken into account by any persons or entities that may have to make decisions or prepare or 
disseminate opinions about securities issued by BBVA and, in particular, by  the analysts who handle this document. This document may 
contain summarised information or information that has not been audited, and its recipients are invited to consult the documentation and 
public information filed by BBVA with stock market supervisory bodies, in particular, the prospectuses and periodical information filed 
with the Spanish Securities Exchange Commission (CNMV) and the  Annual Report on form 20-F and information on form 6-K that are 
disclosed to the US Securities and Exchange Commission.

Distribution of this document in other jurisdictions may be prohibited, and recipients into whose possession this document comes shall 
be solely responsible for informing themselves about, and observing any such restrictions. By accepting this document you agree to be 
bound by the foregoing Restrictions. 

The exchange rates used in the presentation are for reference only; €1:RMB 10.0940 and €1:HK$ 9.9861 as of 17 November 2006; 
averages exchange rate for 2003, 2004, 2005 exchange rates are used for Income Statement figures; and year end exchange rates are 
used for Balance Sheet items.
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Hong Kong

Exclusive partnership in commercial banking and global markets across Asia 
with a leading Chinese conglomerate through an innovative structure

Simultaneous entrance in the China Mainland and Hong Kong banking markets
BBVA as the strategic foreign investor in CNCB and CIFH
Master cooperation agreements in key areas 

BBVA CITIC Group

CNCB

CIFH*

5%
>=

15%

80%

57%

An important milestone in building BBVA’s
global presence

Mainland China

• Approximately 28% will in public float based on completion of CIFH’S stake acquisition in CNCB and assuming 3% RMB/HK$ exchange rate appreciation

% stake after completion

15%
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CNCB CIFH

5% of existing issued capital from CITIC 
Group
Call option to acquire an additional 4.9%

15% of enlarged capital (12% new shares, 3% 
old shares from CITIC Group)

Basis of future agreement:
BBVA to increase equity participation
BBVA/CIFH to develop business cooperation

One director Two directors

BBVA as the exclusive strategic investor BBVA as the exclusive strategic investor

Subject to regulatory approvals, expected 
completion by March 2007

Subject to shareholder and regulatory 
approvals, expected completion by March 
2007

€501 million (RMB5,057 million)
2006(e) multiples: P/BV(1) 3.3x
Below current valuations for Chinese 
banking comparables

€488 million (HKD4,872 million) / HKD5.83 
per share 
2006(e) multiplies(2): P/BV 1.62x (fully diluted 
basis)
Price at approximately current market levels

Transaction overview

Notes
1 Based on pro forma book value after capital injection by CITIC Group + Retained net profit 06e 
2 Based on pro forma financials assuming completion of CIFH’s acquisition of stake in CNCB + conversion of conv. bonds + Consensus net profit 06e
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Strategic entry into China, one of the fastest growing markets 
with enormous growth potential

A unique platform to co-operate exclusively  in order to 
capture the potential in key business lines in Asia, esp. China

Partnership with financial flagships of CITIC Group,  a leading 
conglomerate in Mainland China 

Simultaneous investment into Hong Kong complements well 
Greater China strategy

1

2

3

5

4

6

CNCB and CIFH, two leading banking institutions   

Our strong position in Latin America becomes a competitive 
advantage to be leveraged on the Asian market 

Transaction rationale
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GDP  Population and GDP per capita  

Source Economist Intelligence Unit (EIU) Country Data

High sustainable growth expectations 
Controlled inflation rates
Important FX reserves and sustainable trade balance surplus, especially with 
developed economies
Size of the Chinese economy, supported by robust sustainable demand, both 
internally and externally
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China: one of the largest and fastest growing   
markets in the world 1
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All data as of 2005
Source The People's Bank of China
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EastEast MiddleMiddle
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GDP by region

GDP growth

China: the eastern region, where CNCB is mainly located,  
offers the most attractive indicators  
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28,717

24,142
20,806

17,092
14,362

2001 2002 2003 2004 2005

19,469
17,820

15,900

13,129
11,232

2001 2002 2003 2004 2005

Deposits (RMB billion) Loans (RMB billion)

Source: People’s Bank of China Statistical Bulletin

The Chinese financial system is the 2nd biggest in Asia, just behind Japan
The country’s rapidly growing economy creates lending opportunities

CAGR 19% CAGR 15%

Rapid development of the Chinese banking 
system in the last years …
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Liberalisation for 
companies and 
individuals, both 
local and foreignBusiness 

Scope

Dec
2003

Dec
2006

WTO entry (Dec 2001) 

Accounts 
denominated in 
foreign currencies 
available to local 
companies and 
individuals

Dec
2004

Dec
2005

RMB 
business 
available to 
all 
companies 
in China

Dec
2002

Since WTO entry, China has gradually lifted restrictions on foreign banks
Chinese authorities are fully aware of the need for a strong banking system to sustain 
domestic growth
China has already introduced reforms to enhance competitiveness of local banks

Reducing non-performing loans
Enhancing corporate governance and risk management
Improving lending practices
Gradual liberalisation of interest rates
Expanding product offerings

Leading international banks are making strategic investments and developing strategic co-
operation agreements with local banks

The opening up and successful reform of the Chinese banking system has 
been attracting global strategic investors

… supported by improvements in the banking system 
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Big Four
54%

Joint Stock 
Commercial

Banks
16%

Credit
Cooperatives

9%
City Commercial

Banks
5%

Other
16%

Big Four: 4 largest state banks
1995: Transformed to commercial banks
National licenses
3 of these banks are listed 

13 Joint Stock Commercial Banks
Commercial banks, public control
National licenses

CNCB 3rd largest in this category
5 of these banks are listed in China, 2 in HK

115 City Commercial banks: urban banks
Regional licenses
Transformed from Cooperatives

More than 33.000 credit cooperatives, rural 
and urban
Local licenses

Source: The People's Bank of China and banks’ annual reports

Chinese banking system structure  

Market share by assets (2005)
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Joint Stock Commercial Banks: growing faster than the 
system with critical mass  
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CNBC: A leading, high quality
Joint Stock Commercial Bank

1,8%

0,1%

-0,8% -1,1%

Joint Stock
Commercial

Banks

City
Commercial

Banks

Big Four Others

4,2%

10,5%

Big Four Joint Stock
Commercial Banks

NPL ratio 

Total assets of joint stock commercial banks
(€ billion)

Market share change 2003-2005
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Mainland China Hong Kong

CITIC Group

CNCB* CIFH**

CITIC 
Securities

CITIC 
Trust&Inv

CITIC 
Prudential
Insurance

CITIC 
Futures

CITIC 
Asset Mgt.

Financial businesses

Including 
natural 

resources, 
media, 

infrastructure, 
energy, and 
real estate

CITIC Ka 
Wah Bank

CITIC Int’l 
Asset Mgt.

CITIC 
Capital 
Markets

Non-financial businesses

* To be listed 

** Listed in Hong Kong

BBVA

CITIC Group's total assets was €84 bn and after-tax profit was €490 m in 2005

Financial businesses represent the majority of CITIC Group’s total assets, of which 
CNCB and CIFH in aggregate represent 79.7%

Partnership with financial flagships of CITIC Group, 
a leading conglomerate in Mainland China 2
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CNCB CIFH

CNCB and CIFH overview3

CITIC’s on shore commercial banking 
vehicle
Headquarter: Beijing
Total assets € 62,239 Mn. (31/12/05)
13,485 employees and 416 branches  
National coverage, main presence in  
coastal urban areas (Yangtze river delta, 
Pearl River delta and Bohai Rim)   
Corporate banking is the main activity, 
fast development of the retail business in 
the last years   
Ranking:  7th by assets and 3rd among  
Joint Stock Commercial Banks 
2% market share by loans and deposits
Highly regarded management
Audited accounts under IFRS (2004/2005)

CITIC’s offshore vehicle for expansion in 
international financial services

Headquarter: Hong Kong (HK)

Total assets: € 9,267 Mn. (31/12/05)

1,711 Employees 

Commercial banking as main activity, 
with 31 branches in HK, 2 in Mainland 
China, 1 in Macau and 2 in USA

7th largest banking institution in HK by 
market cap*

Ranked 10th by loans with 2% market 
share

International and bicultural management

Audited accounts under IFRS (2004/2005)
* Based on closing price on 16 Nov 2006Source: CNCB’s annual report and CIFH’s offering circular
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3 3
3 9

5 6

2 0 0 3 2 0 0 4 2 0 0 5

2 5 2 7

3 9

2 0 0 3 2 0 0 4 2 0 0 5

CAGR 25%

CAGR 29%

Loans (€ billion)

Deposits (€ billion)

151

302
236

2003 2004 2005

Net profit evolution (€ million)

CAGR 41%

4 .1

9 .0

6 .3

2003 2004 2005

NPL ratio (%)

- 488 bp

CNCB: Positive performance of  activity and results

Source:  CIFH Circular regarding acquisition of interest in CNCB
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CIFH: financial flagship of CITIC Group outside China

Plays critical role to realize CITIC’s cross-border expansion ambitions 

Recently invested in CNCB (around 15% stake), subject to regulatory approvals 

Holding company structure allows for greater strategic advantages in collaboration 
with CITIC Group

Positive performance of  activity and results

Net profit  (€ m)

74

93

114

2003 2004 2005

CAGR 24%

Source: CIFH

12.91
11.21

8.65

2003 2004 2005

ROAE (%)

+ 377 bp
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+ 42 bp

CKWB: positioned as a unique PRC Bank with 
international standards and best-in-class aspirations

Source: CKWB
* As at year-end 2005

45

62

82

2003 2004 2005

16.215.013.7

2003 2004 2005

Innovative solutions bank with solid financial 
performance

Net profit  (€ m)

74
84

108

2003 2004 2005

CAGR 21%

Non-interest income (€ m)

ROAA (%)

+ 250 bp

1.29 
1.04 0.87 

2003 2004 2005

CAGR 35%

ROAE (%)

Accounts for 90% of CIFH’s profits 
and assets

Top 10 Hong Kong bank by loans*

Strong offshore wholesale banking 
and  treasury capabilities

Strong retail banking and wealth 
management capability

Advanced risk management skills 
with sound asset quality

Experienced and bicultural 
management team with high-quality 
corporate governance
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Solid fundamentals of banking businesses

CNCB CKWB

Efficiency (%)

ROAE (%)

NPL ratio (%)

NPL coverage (%)

Total Capital ratio (%)

52 55

18.2 16.2

4.1 1.9

80

8.1 16.4

Source: Companies data as of December 2005

88
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Simultaneous investment into Hong Kong 
complements well Greater China strategy

4

Access to the stable HK financial services market

Investment into HK as hub for Greater China strategy

Tremendous opportunities from cross-business between HK 
and Mainland China

CIFH best positioned as the China offshore solution bank 
leveraging strong collaboration with CNCB

CIFH as key element to facilitate cultural and know-how 
exchange 
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CNCB
Leading full service bank 
in China
Nationwide distribution 
network
Strong support from CITIC 
Group

CIFH
Established commercial 
banking franchise in HK
Solutions bank for Greater
China and overseas 
customers
Strong support from CITIC 
Group

BBVA
Global reach and access –
Europe, USA and Latam
Leading product 
development skills
World class operational 
and governance standards

A success formula
An unique platform with global presence
Gain from exchange of know-how and knowledge
Capture opportunities from increasing significance of trade flows from and to China, 
particularly those involving Europe, Latin America and also North America

+ +

A unique platform to cooperate in selected businesses 
to capture the  growth potential in Asia, esp. China5



22

Df

Starting from the strong foothold and local knowledge of CNCB and 
CIFH, BBVA’s exclusive alliances will create synergies

CNCB
Exclusive cooperation in:

Trade finance
Auto finance
Treasury and global    
markets
Risk management
MIS and CRM

Preferential rights for other 
banking business in Mainland 
China

CIFH
Exclusive cooperation in:

Corporate baking
Treasury 
Global markets
International trade     
finance

Capitalise on the “BBVA” and “CITIC” strengths 
through an innovative strategic alliance

Jointly develop treasury and structured products to be distributed through CNCB in 
Mainland China

Further strengthen BBVA and CIFH global markets capabilities in HK with a regional 
vision: as an origination centre of Asian products to be distributed through BBVA’s
global markets and as a distribution centre of local and global products for Asian clients
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Our strong position in Latin America becomes a 
competitive advantage to be leveraged on the Asian market6

Trade finance
Global level 

Volume (USD m)

3,845 

4,027 

4,819 

4,828 

7,902 

SG

ABN

BBVA

Citigroup

BNPP

(*) excluding aeronautics and shipping

870 

1,212 

1,695 

2,293 

2,663 

2,586 

Mizhuo

Citigroup

HSBC

BNPP

Santander

BBVA

BBVA is the fourth biggest institution in trade finance in Asia

Source: Bloomberg
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Financial evaluation

1. Not meaningful impact on core capital

2. 2007 P&L contribution from equity accounting of CIFH will offset
total financial cost of investments

3. Real options to develop meaningful businesses offer financial 
upside

4. Synergies of strategic co-operation agreements to follow after 
full development of individual business plans

5. Upside to the  current organic business development of BBVA in 
Asia

By 3rd year, the return on the investments will  
exceed the cost of capital (12%)
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Strategic evaluation

1. More than a  financial investment: the exclusive co-operation 
agreements have the potential to develop into real business 
combinations 

2. Unique deal structure  tapping into HK and Mainland China  
simultaneously, accessing a large market from an international 
jurisdiction, partnering with  strong  and bi-cultural management 
teams

3. Wide scope of the co-operation agreements offer real optionality
4. Exclusive partnership with one of the most attractive partners in 

China 
5. Both banks publish IFRS 2005 accounts

An attractive and differential 
strategic alliance, with an important 

local player
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Conclusions

An example of BBVA’s way of doing things…

…searching for superior and diversified growth…

…with an innovative structure that permits 
simultaneous access to HK and Mainland China

…strategic fit, limited initial financial exposure, with 
real options to develop meaningful businesses…..

…resulting in a clear strategic and financial logic 
from the beginning

…combining organic and non-organic elements…


