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[0 O 0O Newways to recycle fatprofits O O O O 0O 0O 00O OO
[0 100 COMMERCIAL bankers, nostalgic[1] for the days when
corporate customers still belonged to them rather than the capital
markets, have for some time gazed longingly at China. Under
sanction from regulators, Chinese banks pay 2% for deposits, lend at
a bit more than 6%, and that is that. Loan losses are high, but the
spreads are so large that with any semblance of credit discipline there
should be room for profits. It is rather like what was once fondly
referred to in New York as 3-3-3 banking: pay 3%, charge 3% more,
and get out of the office (and on the golf course) by 3pm.0 O O [
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0003000000000 00 0 Change, however, is on its
way. [ 20 Capital-markets activity is growing and, according to
recent research from two prominent academics, there may even be
flickers[2] of interesting activity in unregulated and hitherto
unwatched corners of Chinas economy, where companies are



recycling vast profitsmadeabroad. D 0 U OO0 OO0 OO0 OO0
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00000000 O O First the regulated markets. By the end of
2006, reckons Stephen Green, an economist at Standard Chartered, a
bank, a record 21% of funding for Chinese companies will have
come through the countrys share and debt markets (the banks
themselves have been the biggest share issuers). As the chart shows,
funding from outside the banking system will have grown sixfold
since 2002, to 806 billion yuan ($103 billion).00 O O O 0O 0O 0O O O
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iInformal market, they say, operating companies may be in a better
position to evaluate credit than Chinese banks, which have short
histories and as children of the state have frequently relied on politics
rather than credit analysis to determine loan suitability. This would
be all the more true if the recipients were suppliers to their creditors.
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DO0000000000000 That, Mr Schramm believes, is
the optimistic case. Alternatively, lending could be based on
relationships, rather than returns, with the companies that extend
credit using the same wretched loan criteria as Chinas banks
traditionally havebut with even less pressure to reveal their problems.
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[ If so, the amount of poor-quality lending will one day become so
large that the problems can no longer be hidden. In the meantime, it
IS heartening to see some of this capital-markets activity coming out
of the shadows. Investment bankers will see it as an opportunity,
even if their commercial colleagues view it as a threat.[1 O [ [ [0 [
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OO000000000000[NOTES]L. nostalgic adj. of,
feelingorcausingnostalgn L D U OO0 0. 00 d.0oddodd
[ 0O 0O 0O O 1 get very nostalgic when | watch these old musicals on
Tv.Uoouoooooboooooo,0oboooono.*a
nostalgic song, poem,etc J O 0 O 0O OO0 O OO O.2. flicker n.
(a) flickering movement or light 0 OO . OO O . O O : the flicker of
picturesonthecinemascreen 0 O O O OO OO, (b)(figd O)
faint and brief experience, esp ofanemotion J 0O 0 O 0O 0O O O O



[ O 0O O :aflicker of hope, despair, interest, etc 1 11 U 00 [ [0 [
Jo0odododo.3. crumplev. (up) (fig O O ) come
suddenly to an end. collapse [J [ . [J [ : Her resistance to the
proposal hascrumpled. D O 0O 00 O0O0OO0O0OOONO .4
torpor n. [U] (fml OO ) torpid condition 0 OJ . I [0 . 00 [J : a state of
torpor induced by the tropicalheat D U U OO0 OO0 Qo0 Oo.,
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