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Abstract
This study focuses on suggesting a competitive reinforcement strategy for Korean banks to

enter the Chinese financial market, and it introduces a generic competitive advantage,
implementation strategy, risk managements, and supervision of management. In this research,
SWOT analysis is adopted to review and investigate the competitiveness of Korean banks’ entry
into the Chinese financial market. First, the Korean banks should increase market shares
through localization and differentiation. Second, the Korean banks should enhance domestic and
international competitiveness. Third, Korean banks need to secure risk managements and keep
managerial oversights enacted by China's laws. Korean banks should try to enter the Chinese
financial market with the localization strategy based on the empowering of local subsidiaries and
the differentiation strategy to utilize the geographical closeness of Korea-China economic
relationship.
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1) Bank around the World, http://www.relbanks.comy/worlds-top-banks/assets
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<Table 1> World best 10 ranked banks based on the sum total of market value

Rank Name of the Bank Nation Total market value(Unit: US$100M.)
1 ICBC China 3,126(2013.12) — 3,181(2014.3)
2 HSBC Holdings UK 2,758
3 China Construction China 2,538(2013.12) — 2,602(2014.3)
4 BNP Paribas France 2,589
5 Mitsubishi UFJ Financial Group Japan 2,508
6 JPMorgan Chase & Co USA 2,476
7 Agricultural Bank China 2,406(2013.12) — 2,470(2014.3)
8 Bank of China China 2,292(2013.12) — 2,435(2014.3)
9 Credit Agricole Group France 2,346
10 Barclays PLC UK 2,266

% Source: Bank around the World(2014)
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<Table 2> The Structure of Bank System in China

[ Central People's Government }

I
[ pBC ] [ cBrc ] ([ cske ) [ cre
I
[
Policy Bank Commercial Bank {Non*bank Financial Inst. }
| [ |
[ BIGS } [ General } [ Foreign }
NDB BC SCB Trust-Co
ADBC Ik]s‘é“ ;ZCB Foreign Banks Riss-Co
CDB CCB RCB —Subsidiaries A‘sset Manage-
CBC Co

# Source: China Banking Regulatory Commission (CBRC), Bank of Korea
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<Table 3> Total assets ratio of Chinese bank in 2013
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<Table. 4> Entry of Korean banks into China(Year 1992-1997)

Year Name of Korean Bank Region Type of Office
Korea Exchange .
1992 Industrial Bank Beijing Regional
1993 Korea Exchange —
1994 Shinhan Bank Tianjin Branch
Kukmin Bank ) Regional
1995 Woori Bank Shangha Branch
Korea Exchange Dalian
Hana Bank Shanghai Regional
1996 Korea Exchange Beijing
Korea Development Shanghai Branch
1997 Industrial Bank Tianjin Branch

3% Source: summarized based on homepage of each bank's.
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<Table. 5> A data of Korean banks into Chinese market accumulated on Aug. 2005

Bank Name Operations Other detail
Hana Bank Two Branch of Shanghai and Senyang and M&A of Acquired Four branches of
Qingdao Int'l Bank Qingdao Int'l Bank
Korea Four Branches in China Launching Branch offices in other
Exchange (Tianjin, Dalian, Beijing, Shanghai) area
Shinhan Two branches in Shanghai and Tianjin ConSIderlnglzl?:(l:trl]onal area to
Woori Branches in Shanghai, Beijing and Shenzhen ConSIderlnglzlji:(l:trl]onal area to
Kukmin Launching branch office in Guangzhou After °pe.”?”g up branch and
acquiring local bank
Choheung Branch office in Tianjin
Industrial Bank Three branches in Tinajin, Guangzhou, and Qingdao
Korea Three branches in Shanghai, Beijing and Guangzhou
Development
The
Export-Import Two branch offices in Beijing and Shanghai
Bank

% Source: Financial Services Commission
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O - ThEElE FEAE A el J1ER Ao} 3 38 Aol @ e ERsa v,
oA FEAN] AFHel Al Pho] TR FHel AFT B AL o] 2949
e Aehes Fuae AN B edse Qadel=d FEAsU AWE AST -

AL, T AE: AHANAE o5 A= &85 ¥ AL & 5 Auk By oy} T2 F5:3
AT A2 G719 SRR T, R o) FAs1de) 7 AE Bol o] AVl 7E

e, FHSHFEL o5 7I9ES 5§ MHEE Algs] AuliME 4o 35S s H

Wedse] AXo R EoFsh= Al77t HAth

TAAL FAE B9, 2000d ¥ 92led FafrdeAke]l Ayl olo] shuh2d (2007d 129),
Ag2e (2008d 59), 719238 (2009d 69), <1823 (2010 8Y), HRl2(2012d 109) T2
AR ez HEHo] 20139 B 71E I 67] ATy o] AAMAS Adsta, F W6rhe] I
e 2 Toll JrHD, Bk ot A2 @A AR, FAaR2 (UF AR, A28 A7 A3,
P23 @A AHF2), FF (I AFF2)Sol RlEskar lvt (Ji, 2014).
o 2006 0% Sul2dEe] Al o] EASE I wEA T A el HxSs &
g Ax, A" = =71 aAFAE AT AAe] AT s Wk okl 2008
22 FEA7I9 AAEAL] ofA Kol Froll At HESRE =79 7= 2006 2390700014
A&Ho R aste] 20139l 80712 F3skieh olHE @=71de] T AAVE fAS5EL
ol Tl W& Sl A7 AT FAaEA S AdRelth w3 Sl IE
& 2P0l AETbed FF7INE vk 'V4°H Me T XY @71 2 A A

HolA A=A or AX S§58E YEoEe wHe] . o= Hlth

e

o
Py

F 67l @) AXwelee] ATaiel SJsh, 20134 @ J1E 6] @A AAweled
o sane 963.3691 oIt 355 Sl AR B4 368 AAtich £99) AL

Byl Sxd e el SEeaela ek nigo] ofx wekste] ko whdshe g3} e
o] 4hgd] Arki E Utk Man Soo Jee, 'FI-SAIO] o ﬁ%‘i} W%Z‘ 7y, dEasdTd
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<Table 6> Status of Korean banks' entry into Chinese market (Year 2013 E.)

(Unit: M. Yuan)
Foundation Bank Name No. of Branch Capital Total Asset
2007.11 Woori Bank 16 2,400 19,460
2007.12 Hana Bank 19 2,000 25,166
2008.05 Shinhan Bank 15 2,000 18,774
2009.06 Industrial Bank 13 2,000 11,607
2010.08 Korea Exchange 9 2,200 14,753
2012.10 Kukmin Bank 4 2,500 6,576

% Source: Websites of each bank & Korea Institute of Finance

. =22 S77IE ZAHTY

SWOTRAS AeFd SIAbaAel mAE 93 8olsl 7 4 F& Ay e Ayshed &
34 BAZ0EA, 719AGRAG E2H WY Fo SR wolselAm glon, B ATE F

ol Aje] seste] A6 g SWOT 248 Assknq .

a5 Ade] ANA WAFES FRU 1, Y FEE S0l v wdsel F3d 1
6 SUeWEE B Tl BE EFEE UE B edseln], ofdl suledEe 4 A4
o Be 9 ANE Fusta Ak THED] TASNAE TATEHHA hE E e ol
ob g 2R VEQAG) Flzale] 2l B FEANAE AT ok @) T
2 5 Jes Pregs o9 Bog, AN de 5 Bl AMsom
s

wo] o]d I} 2 diitiLe] 28 FLAbElE dojuA] &S Zlem

H§ gaa BE FHA 4239 AAE Asker] oZl2 T3 2ol FF =
o

[e]
- v
okl S Fo st Flojr). i Sl oAl onA T AFe A4F Al A4 A4

12) SWOTH#AE /1 el A el bl S04 Ao Agahe Joust 499 2
2= =

t\:b—], Q]H;q ,g%

9] 2 87
sho] €537 0 2 RE] FF*A*%F%—, 71%] 9k %1?}3 ﬁ%&i TEsle] B3 (Kwon, et dl., 2012).
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717 Sapel AHoR AL WAE HelAE Faha dr AAolth Fad] At elxkeds)
e FEeAeld S WF (BF LB
A% 2060le] FES 2 Rk gl GHolth AN FurlEomE w2014 THY
A Fel gl RE FUeBE] AT TR I W FAALY ol Y Lo
AT 5 Aol 1600000 00] Bath whe slxhes FolAi HSBCLWE FaolA
160917) A4k 7198 73 glold] Fatel gl shiledutt Ba zseka ook Fuleqs)
b AT AL Ao AR AiEe) BES Faol Y Tleds] AAEA} e AL 2
Sk o] BRE Fueae] FFIH WAL AR 89 Fol shieltHChoi, 2013).

A4 Fol g FUleds Fa aARge FRow 1 BEAIYN SR neln,
Adane] §3¢ dFEs PRARA Axge]l W5 Be Ao e FRAYY 2 )
9 3Ae] AHek MlFe AUAoR wg e om vehtd. ogs Al Wt Fu

Fol Al Ul & A A8 AL FAE 2AT 5

Aghriol AiHOR Atk % 5 gl ZHol

1r

A

9ltHZhou, 2011).
3. 718

T AACNA 71 F LTI A thazk 8%o)del GDPE7/HES frAlsta glen ot
Ho] AgeEd 2HEE S st vk 2d 22 AAE JAE d@AselE S5
AAE W3] g Hor Frlele HAE BT AAAAL] Al rldeE T Aeste] &
TEEAEE A3 AAZEL ] FES L 9)

WTOZES) 5 31 20061 52 WTOFZ Algel whal 5§48l tiste] AuAl /s 2
At A8 A9 A glo] AuHYPT-oF TS AT & gla o]ZHE Hle
5 2 5 ATHZhou, 2011).
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2120%% AASA FF PSR Wl &Y, FEUS FAFAL §2 fFEuckE o A
(Bai, 2013). 53] 20124 b1l S FF] AmpATE A%H9 FekRAls ve] FARY
HEE ShFAE woli g W 3 FTAS 4] 0144 ol nlyelsli 5 95 7o) 3
A7} bl A5 FA0l7] Wil FF Aol AR AeE AT FFe) Az 7
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X
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4. 918
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% eaql A5RSINe] W13 AERIe] G2W 0134 A SRl A gl edel
EApto] F3 LA AXaE mFo] MOTel AT AL FAME A 176w
Ao, 53 oY JALA] AFHFES IAePo] JFAL WAL Y5 A 2ok o)A
G FRALAS AAA BEA AAANTE Fal FGolde FEolm A SNE AR 9o
gol= w3 glof Ffeae] FRAe Al 1AL FAGE A u ol

oE ALY ) TReBe JQiE, AIRDSE R AASgEES FEFL wE FH
oA 9B A4 Rehn Q= A0E steEIglov], YPERS BE wAYe] uzsl 2 =
dea elE AGd Aol EAsn Ak 2 A 7] AvF AAYYE FheBow sl
T FFNA wAdsked Fskzd of@A S ArkBa, W13). EF LAPSE SHe E 2
siAeae] dululge] T6E ZIaAE o B fEA &S BouTh welds o s vl
azjel] g g3 Folo] Aaalolr] AAsH= vl 15%ur} okl ok B Ae aFa
olelst W elFu st ARzl JrhHoR He FUhePA FYeA I RS At
= AnE 2d@ slow Wrkwc

<Table. 7> Summarized SWOT analysis of Korean banks entered into China

r[m

pas

S (Strength) | W (Weakness)
S1: Internationalization background and funding T Wi: Relatively small scale and less number of branch
support from Headquarter IL office in China
S2: Experienced management skill and administrative |T W2: Relatively less market share and brand awareness
integrity system | in Chinese market
|
T

[ _ _ 3 Beter_risk management and control _ _ _ T _ _ _ Wa: Relatively low level of localization _ _ _ |
S4: Advanced service quality WA4: Concentration in credit offering
O (Opportunity) T (Threat)
T1: Keen competition among Chinese banks and

Foreign banks

O1: Sustainable development in Chinese economy

O8: Expansion of volume in investment and trade
| _ _ _ _ _beweenkKoreaand China _ _ _ _ _ 1 _ _ _ __ _ _ " ____________|

04: Close connection in private interchange between | T4: Escape of many Korean company from Chinese
Korea and China | market
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FAe] 1% S vzys ESIS FEekedl o] v Fad 4E8S vk (Wall, 1990).
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