China Construction Bank Raises CNY58 Billion In A-Share IPO
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 (This updates an item, published at 1252 GMT, adding the H share price, analysts' comments and subscription funds) 

SHANGHAI -(Dow Jones)- China Construction Bank Corp.(0939.HK) said late Tuesday it raised CNY58.05 billion (US$7.7 billion) in its A-share initial public offering, after pricing its new shares at CNY6.45 each, making it the country's largest IPO to date.

The bank will become the fourth domestically listed major Chinese lender when its new shares start trading on the Shanghai Stock Exchange Sept. 25.

China's second-largest bank by assets said it offered 9 billion yuan- denominated A shares at the top end of an indicative price range of CNY6.15 to CNY6.45.

The IPO price equates to 32.91 times 2006 earnings, China Construction said. China's three other major lenders: Industrial & Commercial Bank of China Ltd. ( 1398.HK); Bank of China Ltd. (3988.HK); and Bank of Communications Co. (3328.HK) , now trade at an average price/earnings ratio of 30 times.

However, China Construction's A-share IPO price is at a discount to its H share price, which was HK$6.84 (US$0.87) at Tuesday's close in Hong Kong.

The new shares of China Construction, which account for 3.85% of its enlarged share capital, may rise above CNY9.50 on their debut, according to three banking analysts.

"Compared with its peers, China Construction has better profitability because of its lower funding cost and wider net interest margin," said She Minhua, an analyst at China Securities Co.

The analyst said China Construction enjoys a wider spread between lending and deposit interest rates than most of the country's other commercial banks, which gives it greater flexibility to address any future rate hikes.

Citic Securities Co. said in a recent research note that it expects China Construction's net profit to be CNY65.96 billion this year, CNY96.01 billion in 2008 and CNY115.71 billion in 2009. China Construction posted a net profit of CNY46.32 billion last year. 

Record Funds Subscribe To New Shares

China Construction is the latest overseas-listed state giant to offer shares on the domestic stock exchanges, as part of efforts by Beijing to soak up excessive liquidity amid concerns that China needs to cool its exuberant bourses to avoid a crash.

Based on the subscription rates given by the bank, China Construction's IPO attracted a record CNY2.25 trillion in subscription funds, underscoring the growing importance of financial services to China's main stock market.

The bank said the institutional tranche was 34 times oversubscribed, while the retail tranche was around 40 times oversubscribed.

Analysts also attribute the strong demand to a positive business outlook for the bank and ample market liquidity.

Local investors have welcomed the stream of new IPOs, led by Bank of China's and ICBC's offerings, by sending their shares surging and helping the Shanghai Composite Index soar to record highs in the past year.

Bank of America Corp. (BAC) and Singapore's state-owned investment company Temasek Holdings are strategic investors in China Construction, dating from before the Chinese bank's $9.2 billion offering in Hong Kong in 2005.

The supplementary offering in Shanghai will reduce Bank of America's holdings in China Construction to 8.19% from 8.52%, while Temasek's stake will drop to 5.7% from 5.9%, according to China Construction's IPO prospectus.

As of the end of June, China Construction Bank had $810 billion in assets, ranking behind only ICBC in size. 
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