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SUMMARY

Wu Bin. Research on the development strategy of China Industrial Bank
of SH Branch.

Master's thesis in the specialty 073 «Management», EP «Administrative
Management» SNAU, Sumy-2025 — Manuscript.

This master's thesis investigates strategic management in banking institutions,
focusing on theoretical foundations, methodological approaches, and practical
implementation through a case study of SH Branch of Industrial Bank. The research
examines the evolution of banking strategic management concepts, analyzes
strategic processes, and develops comprehensive recommendations for enhancing
strategic effectiveness in modern banking operations.

The study establishes theoretical frameworks for understanding strategic
management in banking contexts while providing practical insights through detailed
analysis of SH Branch operations. The research reveals complex interrelationships
between external market forces, internal organizational capabilities, and strategic
management processes in banking institutions. Findings demonstrate critical
importance of integrated approaches to strategy development and implementation,
incorporating technological innovation, sustainability considerations, and
stakeholder value creation.

Practical recommendations encompass strategic goal formulation,
implementation planning, and risk management system development. The research
contributes to academic understanding of banking strategic management while
providing actionable insights for banking practitioners. The study establishes
foundation for enhanced strategic management effectiveness in modern banking
operations while highlighting opportunities for continued development and
innovation.

Keywords: strategic management, banking industry, strategic analysis,
implementation strategy, risk management, organizational capabilities, digital

transformation, sustainable banking, performance metrics, strategic planning.
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INTRODUCTION

Strategic management in banking institutions has emerged as an area of
critical academic and practical significance amid unprecedented transformations in
the global financial landscape. Contemporary financial institutions operate within
increasingly complex environments characterized by technological disruption,
regulatory evolution, and fundamental shifts in competitive dynamics. The
convergence of digital innovation, changing consumer behavior, and emerging
financial technologies necessitates sophisticated approaches to strategic
management and organizational development in banking operations. The banking
sector confronts multifaceted challenges arising from the rapid evolution of global
financial markets and technological capabilities. Traditional banking institutions
must navigate intricate operational environments while competing with agile
financial technology companies and digital-native competitors. The emergence of
platform-based business models and ecosystem strategies has catalyzed
fundamental changes in competitive dynamics, requiring banks to develop more
sophisticated approaches to strategic positioning and market development. Modern
banking operations exist within an environment of heightened volatility and
uncertainty, where strategic adaptability and organizational resilience have become
fundamental determinants of success.

The integration of artificial intelligence, blockchain technology, and
advanced analytics into banking operations presents transformative opportunities for
strategic innovation while simultaneously introducing new complexities in risk
management and operational control. Financial institutions must develop
comprehensive approaches to strategy formulation and implementation while
maintaining operational efficiency and regulatory compliance.

Research Object. Strategic management systems in banking institutions,
encompassing theoretical foundations, methodological frameworks, and practical

implementation mechanisms within modern banking operations.
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Research Subject. Methodological approaches and strategic processes for
developing and implementing effective strategic management in banking operations,
including analysis techniques, implementation frameworks, and control systems.

Research Purpose. Development and theoretical justification of
comprehensive methodological approaches and practical recommendations for
enhancing strategic management effectiveness in banking institutions through
systematic analysis of strategic processes, assessment methodologies, and
implementation mechanisms in modern banking environments.

Research Objectives.

> research and analyze the evolution and conceptual foundations of banking
strategic management in accordance with modern theoretical approaches;

> investigate the nature and components of strategic management processes in
the banking sector through systematic methodological analysis;

> examine and systematize strategic analysis methods specifically applied in
banking industry assessment;

» conduct comprehensive analysis of current market position and performance
metrics of SH Branch of Industrial Bank;

> assess external banking environment factors affecting the strategic
development of SH Branch of Industrial Bank;

> evaluate internal capabilities and resource configurations of SH Branch of

Industrial Bank through detailed organizational analysis;

» develop strategic goals and objectives for SH Branch of Industrial Bank based
on comprehensive strategic analysis;

» design implementation strategy and detailed action plan for achieving
identified strategic objectives;

> create integrated risk management and control systems for effective strategy

Implementation and monitoring

Research Methods. The methodological foundation incorporates systematic
analysis approaches, comparative analytical frameworks, advanced statistical

methods, economic modeling techniques, strategic management frameworks,
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qualitative research methodologies, and integrated assessment approaches for
comprehensive evaluation of strategic management processes in banking operations.

Information Based. The research utilizes comprehensive academic literature
sources, industry analytical reports, regulatory documentation frameworks, financial
market databases, organizational performance metrics, strategic management
publications, and professional banking sector analyses.

Scientific Novelty. The research contributes to the development of integrated
strategic management frameworks specifically adapted for modern banking
operations, incorporating technological innovation, sustainability considerations,
and evolving competitive dynamics.

Practical Significance. The findings provide actionable insights for banking
institutions seeking to enhance strategic management effectiveness, improve
competitive positioning, and develop sustainable competitive advantages in dynamic
market environments.

Personal Achievements master's degree. Results of the study contained in
the Master's diploma are independent developments and suggestions of the author.
Research problems to increase the competitiveness of the enterprise displayed in two
scientific papers relevant to the study.

Personal Achievements:

1. Wu Bin Research on the development strategy of an enterprise: a study
in the banking industry Yrpasninns pozsumrxom coyianbno-exonomiunux cucmem 6
ymosax 8itiHu pociticbkoi gpedepayii npomu Yxpainu: mamepiaru Mixcuapoouoi
HAYK0BO-Npakmuyroi inmepHem-kongepenyii (m. Ilonmasa, 13 nromoeo 2024
poxy). — Ilonrasa : ITYET, 2024. — C. 24-26

2. Wu Bin Strategic enhancements for uniglo's global competitiveness
and management efficiency Mamepianu VI Mixcnapoonoi naykoso-npaxmuynoi
KoH@epenyii "MooepHizayis exoHoMIKU: CyYacHi peanii, NPOSHO3HI cyeHapii ma
nepcnexmueu pozeumky" 18-19 keimus 2024 poky. M. XepCOH — M. XMEIbHUILIbKUH.

2024 — C.174-175
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The structure and scope of work. The master's thesis consists of an
introduction, three chapters, a conclusion, and a reference list of 66 titles. The main

text is posted on page 69 of the computer text, and the work includes 27 tables and

8 Figures.
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CHAPTER 1

THEORETICAL FRAMEWORK OF BANKING STRATEGIC
MANAGEMENT

Strategic management in banking represents a complex and multifaceted
discipline that has evolved significantly through distinct historical periods, each
characterized by unique challenges and theoretical innovations [3]. The
developmental trajectory of banking strategic management reflects broader changes
in global financial markets, technological capabilities, and regulatory frameworks
that have fundamentally transformed the banking sector's operational landscape
[17]. The foundational period of banking strategic management, spanning the 1950s
through early 1960s, established fundamental principles that continue to influence
contemporary strategic thinking. During this era, banking institutions primarily
focused on traditional intermediation functions, with strategic decisions centered on
operational efficiency and market presence [28]. The emergence of systematic
approaches to strategic planning marked a significant departure from intuitive
management styles, introducing analytical frameworks for environmental
assessment and organizational positioning [42].

Figure 1.1. illustrates the evolutionary trajectory of banking strategic

management, highlighting key transitional periods and theoretical developments

Traditional Banking Competitive Strategy Resource-Based View Digital Transformation Sustainable Banking

1950s 1970s 1990s 2000s 2020s

Figure 1.1 - Evolution of Banking Strategic Management

Source — created by author based on [14,15]
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Advanced competitive analysis models helped to bring a paradigm revolution
in strategic management theory in the 1970s. Market structure analysis became
progressively more crucial in strategic decision—making as banks applied more
sophisticated approaches for competitive positioning and market segmentation [15].
Although the concept of strategic groups enhanced awareness of competitive
positioning inside market segments [31], Porter's Five Forces model provided a
disciplined structure for analyzing competitive dynamics in the banking sector.
Banking strategic management is theoretically founded on many schools of thought,
each with unique analytical tools and perspective. Emphasizing methods of
environmental analysis and resource allocation [9], the planning school underlined
rigorous approaches to strategy creation. Originating in the 1980s, the positioning
school focused on competitive advantage and market positioning and brought
sophisticated tools for competitor analysis and strategy orientation [44]. Global
banks have evolved to manage linked financial markets and cross—border operations
[41].

Approaches for global expansion demand advanced understanding of cultural
dynamics, regulatory systems, and market—specific competitive forces. While in
many markets institutional theory enhances understanding of regulatory compliance
and organizational legitimacy, network theory provides interesting study of
interbank relationships and systematic risk management [48]. Considering growing
awareness of social and environmental responsibilities, sustainable banking methods
have evolved into a basic element of strategic management [16]. Banks increasingly
are including environmental, social, and governance (ESG) components into their
strategic decision—making processes. In sustainable finance, initiatives involve
green financing rules, ethical investing strategies, and environmental risk assessment
systems [29]. Stressing long—term value creation for many stakeholder groups, ideas
of stakeholder capitalism influence strategic agendas [37]. Risk management
systems now contain modern quantitative methods and comprehensive approaches
to risk assessment, therefore showing their great development [44]. Strategic risk

management addresses operational, reputational, and systemic risk concerns going
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beyond traditional credit and market risk considerations. The creation of new risk
categories—cyber risk and climate—related risks—demand constant modification of
risk management strategies [52].

The competitive dynamics in financial markets are continuously shifting due
to digital disturbance [19]. Financial technology companies challenge accepted
banking models by including innovative business models and service delivery
tactics. Ecosystem strategies and platform—based business models allow new ideas
for value generation and service delivery to blossom.

In banks, innovation management is becoming progressively more rigorous
[47]. Portfolio management strategies with structured approaches of innovation help
to balance investment in disruptive and incremental changes. Innovations labs and
accelerator programs enable financial technology companies to collaborate. Using
outside partnerships, strategies for open innovation help to develop skills [28].
Systems of strategic performance evaluation evolve constantly and comprise
numerous criteria and measuring approaches [36]. Systems of balanced scorecards
integrate financial and non—financial performance criteria. Strategic control systems
help to monitor efficiency and strategy implementation.

Measures of stakeholder value and sustainability more and more are used in
performance evaluation [42]. Future paths in banking strategy management reflect
evolving technology capability and changing market needs [45]. Quantum
computers could have applications altering risk assessment and optimization
techniques. Promoting artificial intelligence and machine learning applications helps
to offer more sophisticated approaches of service delivery and decision—making.
Blockchain technology and distributed ledger systems offer opportunity for security
enhancement and transaction processing [49]. While organizational structures and
financial markets are reflecting increasing complexity, strategic governance
mechanisms in banking organizations keep evolving [26]. Under board—level
authority, more broad strategic issues including technological governance,

innovation management, and sustainability efforts comprise Governance models
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emphasis more and more stakeholder involvement and long—term value
development beyond traditional shareholder—centric approaches [38].

Banking strategic management's future path points to ongoing development
toward increasingly integrated, technologically enabled solutions [48]. Emerging
technologies include artificial intelligence, blockchain, and quantum computing will
probably change strategic decision—making systems and operational processes.
Stakeholder—oriented approaches and sustainable financing projects will
progressively affect performance measuring systems and strategic agendas [53]. In
modern banking, strategic success calls for dynamic capacities for ongoing
adaptation and innovation [42]. Organizations have to juggle several strategic
priorities: operational efficiency, technology development, regulatory compliance,
and sustained value creation. Supported by advanced analytics and thorough
performance measuring systems [55], the complexity of modern banking settings
calls for sophisticated methods to strategy creation and implementation. In banking
operations, strategic management is the methodical process of strategy formation,
execution, and control mechanisms allowing financial firms to negotiate challenging
market environments [15].

In banking, strategic processes show unique traits resulting from legal
constraints, market dynamics, and stakeholder expectations that mold corporate
decision—making systems [28]. A fundamental component of strategic management
systems in financial institutions is environmental scanning [42]. Market analysis
includes assessment of technical developments, legislative changes affecting
strategic positioning, and competing forces. Sophisticated analytical models help to
fully evaluate external elements influencing banking activities like macroeconomic
conditions, industry developments, and competitive dynamics [31]. Processes of
strategic alliance management help to support ecosystem integration and
development of partnerships [29]. Systems of partner selection help to evaluate
possible partners methodically. Mechanisms of alliance governance guarantee good
value generation and relationship management. Strategies for partnerships help to

access fresh capabilities and market opportunities [43].
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Processes of innovation help to facilitate ongoing adaptation and development
of competitive advantage [34]. Management of innovation portfolios helps to
balance investments in disruptive and small developments. Stage—gate systems
direct development and application of innovation. Metrics of innovation help to
methodically assess results and strategic influence [48]. Processes of customer
experience management combine several organizational tasks and capacities [26].
Systems of journey mapping help to methodically examine client interactions.
Processes of experience design combine technology possibilities with behavioral
insights. Performance criteria evaluate results on customer satisfaction and
relationship growth [39]. Processes of organizational learning help to facilitate
ongoing growth of capabilities [44]. Systems of knowledge help to methodically
gather and share strategic ideas. Learning systems help to build organizational
competencies and capacities. Mechanisms for performance help to ensure constant
adaptation and strategic improvement [32].

Strategic human resource management systems match organizational goals
with workforce capacity [28]. Models of talent management help to foster
development of important skills. Processes of succession guarantee consistency in
positions of strategic leadership. Systems of performance help to match strategic
priorities with personal goals. [46]. Processes of financial management help to
implement strategies and maximize resources [35]. Systems of capital allocation
help to enable methodical investment in strategic projects. Methods of cost control
help to support operational effectiveness and value generation. Systems for
measuring performance follow financial results and strategic influence [51].
Processes of regulatory compliance interact with strategic management systems
[42]. Systems of compliance help to monitor legal criteria methodically.
Implementation strategies include duties for reporting and regulatory aspects.
Control systems guarantee following of risk management criteria and regulatory
norms [33]. Processes of resource optimization help to allocate organizational assets
effectively [34].
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Systems of resource management help to methodically apply strategic
resources. Models of optimization respect value generation and help decision—
making. Performance indicators follow strategy influence and resource use [41].
Processes of strategic risk assessment help to evaluate risk exposures systematically
[39]. Emerging risk categories and assessment techniques find place in risk
management systems. Effective risk reducing and management is guaranteed by
control systems. Performance measures follow strategic implications and risk results
[50].

In banking, strategic management procedures are complex, linked systems
meant for thorough creation, application, and control of strategy [44]. Modern
banking strategy's methodical character reflects growing complexity in financial
markets, legal constraints, and technology capacity that shapes organizational
decision—-making frameworks. [37]. Foundational processes—that which guide
strategy development—include environmental scanning, market study, and internal
capacity assessment [41]. Modern banks use complex analytical models to assess
regulatory changes influencing strategic orientation, technical innovations, and
competitive dynamics [29]. Internal analysis systems concentrate on organizational
capacity and resource configurations that define strategy choices and
implementation strategies [48].

Important parts of strategic management in banking are risk governance
mechanisms [46]. While strategic risk analysis systems include developing risk
categories, enterprise risk management systems offer thorough assessment and
monitoring of risk exposures. Risk appetite models direct strategic decisions and
resource allocation procedures consistent with company goals [51]. Processes of
digital transformation call for complex implementation models for technology
uptake and competence development [38]. By means of methodical approaches to
portfolio management and implementation, innovation management procedures
support constant adaptation and development of competitive advantage.
Management of customer experience systems combines several organizational tasks

for efficient relationship building and service delivery [47]. Modern banking
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Institutions use different analytical frameworks that enable thorough knowledge of
market dynamics, competitive forces, and organizational positioning in increasingly
complicated financial environments [31]. Strategic analysis approaches in banking
comprise sophisticated approaches to environmental assessment, competitive
[42].

macroeconomic analysis offer basic understanding for strategic decision—making in

analysis, and organizational ability evaluation Methodologies of
banking activities [15]. Econometric modeling allows methodical assessment of
market trends influencing banking performance as well as economic statistics.
Models of statistical analysis help to foresee market changes and economic factors
that affect strategy orientation [28].

The strategic implications of various analytical methods are essential for
understanding their application in decision—making processes. Each method targets
specific areas and metrics, enabling organizations to align their strategies with both
external and internal environments. The table below outlines key analysis methods,
their areas of application, core metrics, and the resulting strategic implications. This
structured approach facilitates informed decision—making and enhances
organizational efficiency (Table 1.1.)

Table 1.1 - Analytical

Methods, Application Areas, and Strategic

Implications
Analysis Method Application Areas | Key Metrics Strategic Implications
PESTLE Analysis External Macroeconomic Market Entry, Risk
Environment Indicators, Assessment
Regulatory Changes
Resource Analysis Internal Capabilities | Asset  Utilization, | Capability

Portfolio Analysis

Value Chain Analysis

Product Strategy

Operations

Competency Levels
Market Share,
Growth Rates
Process Efficiency,
Cost Structure

Source — created by author based on [31, 32]

Development
Resource Allocation

Operational
Excellence

Models of competitive analysis enable methodically evaluation of market
dynamics and structure [37]. Designed for the demands of the banking sector,

Porter's Five Forces analysis provides information about competitive pressures and
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market positioning opportunities. Strategic group analysis helps one to understand
competitive clustering and market segmentation patterns influencing strategic
decision—making [44]. Market segmentation techniques enable the identification of
value propositions and customer groups [23]. Demographic analysis models enable
methodically evaluation of customer characteristics and behavior patterns. Applying
psychographic analysis depends on knowing consumer preferences and decision—
making processes that direct product development and service delivery strategies
[39]. Techniques of financial analysis provide some quantitative foundation for
strategic decision—-making. [41]. Ratio analysis lets one methodically evaluate
financial performance and organizational health. Comparative analysis frameworks
support industry standards and opposing points of view in terms of benchmarks.
Performance modeling helps to support strategies of strategic planning and
forecasting [33].

Risk assessment approaches mix qualitative and quantitative methods to find
strategic risks [29]. Value at Risk models enable one carefully assesses of potential
losses and market risk exposure. Systems of stress testing enable to assess
organizational resilience under demanding circumstances. Techniques of credit risk
analysis combine behavioral grading with portfolio evaluation methods [45]. Models
of technical capacity enable one to evaluate creative potential and digital maturity
[38]. Infrastructure analysis approaches enable one to methodically evaluate
technical possibilities and requirements. Digital readiness evaluations point up areas
of capability gaps and development opportunities. Techniques of evaluation of
innovation enable to measure technological adoption potential and implementation
preparedness [47].

Strategic cost analysis approaches enable methodologies of systematic
assessment of cost control and efficiency potential. Cost behavior and optimization
potential are clarified by systems of cost driver analysis. Techniques grounded in
activity—based analysis enable complete assessment of operational costs and areas
of improvement. Models of efficiency enable one evaluate methods of cost

effectiveness and optimization. [50] Digital transformation approaches enable
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evaluate technology readiness and required implementation strategies [39] Digital
mature systems provide thorough evaluation of technical capabilities and
development needs. Approaches of readiness enable one to understand requirements
for organizational preparation and implementation. Models of influence support the
evaluation of strategic outcomes and implications [45]. Methodologies of strategic
alignment help to evaluate organizational coherence and strategy fit systematically
[41]. Structural analysis frameworks serve to assess organizational effectiveness and
design. Process alignment techniques allow one evaluate operational consistency
and integration. Models of systems analysis assist one to understand patterns of
organizational connectedness and coordination [53]. Advanced analytical
techniques and evaluation frameworks are included into performance analytics
approaches [32]. Predictive analytics let trends and performance results be
systematically forecast. Prescriptive analytics support possibilities for strategic
decision—making and optimization. Detailed knowledge of performance causes and

improvement possibilities is made possible by diagnostic analytics [48].

4 )
Market Analysis Risk Assesment

Strategis
analysis

Resource Analysis Performance Matrics

. J

Figure 1.2 - Strategic analysis matrix for banking

Source — created by author based on [18,19]

Quality management analysis methodologies enable systematic evaluation of
service delivery and operational excellence [36]. Process quality assessment

frameworks support understanding of operational effectiveness and improvement
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opportunities. Service quality analysis methodologies enable evaluation of customer
experience and satisfaction levels. Performance quality frameworks support
systematic assessment of operational standards and compliance requirements [45].

Strategic workforce analysis methodologies incorporate multiple perspectives
on human capital management [32]. Talent assessment frameworks enable
systematic evaluation of workforce capabilities and development needs. Succession
planning analysis methodologies support understanding of leadership requirements
and development opportunities. Skills gap analysis frameworks enable identification
of training needs and development priorities [47]. Market intelligence analysis
methodologies support systematic evaluation of competitive dynamics and market
trends [39].

Decision
Making

Data

collection Analysis Evaluation

Figure 1.3 - Strategic analisys process Flow
Source — created by author based on [11,12]

Customer journey analysis techniques enable complete understanding of trends
of service interaction and experience quality [37] Journey mapping frameworks
enable one to see client contact points and chain of engagement. Experienced
approaches enable one to assess factors influencing the degree of satisfaction and
effectiveness of service delivery. Models of interaction assist one to understand
customer behavior and preference patterns [44]. Strategic technology analysis
approaches mix evaluation of technical capacity with creative possibilities [40].
Architectural evaluation systems enable scientific analysis of technology
infrastructure and development needs. Techniques of digital capability analysis

enable one to understand technological readiness and implementation requirements.
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Innovative framework helps to assess technological opportunities and development
priorities [48].

Techniques of operational excellence support scientific evaluation of process
performance and efficiency via means of. Systems of process optimization search
for opportunities for improvement in efficiency and development. Performance
analysis techniques enable one to understand operational performance and quality
standards. Effective systems enable one to assess alternatives for resource allocation
and cost control [51]

Sustainable methods enable one to assess social and environmental
performance elements in their whole. Models of environmental effect enable
rigorous analysis of ecological footprints and mitigating solutions. Social impact
models enable one to understand connections between stakeholders and community
implications. Systems of sustainability enable tracking of social, environmental, and
political indices [46], Value chain analysis approaches mix careful study of
operational activities with value producing mechanisms [33] Models of activity
analysis let methodically evaluate operational processes and efficiency possibilities.
Value assessment methods enable one to understand trends of value generation and
optimizing opportunities. Systems of cost chain analysis enable strategic
opportunities and efficiency improvements. Advanced approaches of risk
assessment and management benefit from strategic risk analytics tools [41]. Systems
of risk modeling enable methodically evaluation of risk exposures and mitigating
strategies. Techniques of scenario analysis enable one to understand strategic
implications and possible outcomes. Systems of stress testing assist to assess
organizational resilience and adaptation [53]. Approaches of market development
analysis incorporate different points of view on possibilities for growth and
expansion. Models of market attractiveness enable to methodically evaluate market
potential and competition conditions. Different approaches of entrance enable one
to understand market needs and strategic orientation. Strategic priorities and market
expansion possibilities are evaluated in part by growth potential frameworks [47].

Innovative ventures and thorough evaluation of development prospects are made
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possible in part by approaches of innovation portfolio analysis [36]. Portfolio
assessment models enable one to examine strategic alignment and balance of
innovation. Approaches of project analysis assist to clarify the outcomes of
innovation and the required implementation rules. Models of impact assessment
assist to analyze strategic value and the degree of innovative effectiveness [43].
Strategic partnership approaches provide close investigation of opportunities
for cooperation and interpersonal dynamics. [39]. Systems of partner evaluation
enable methodical assessment of strategic fit and value generating opportunities.
Relationship analysis approaches enable to clarify development opportunities and
the degree of cooperation efficacy. Models of network analysis enable one to see
patterns of cooperation and strategic implications [50]. Performance monitoring
strategies [42] incorporate sophisticated approaches of tracking strategic results and
implementation efficacy. Using metric analysis tools, one can carefully assess
performance indicators and strategic goals. Outcome evaluation techniques support
the clarification of strategic influence and value creation. Systems of implementation
enable to monitor strategic initiatives and requirements for adaptation [45].
Customer analytics approaches support comprehensive knowledge of behavioral

patterns and preference structures by means of [37] enabling technologies.
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STRATEGIC ANALYSIS OF SH BRANCH OF INDUSTRIAL BANK

2.1 Current Market Position and Performance Analysis

The market position and competitive standing of SH Industrial Bank over the

2021-2023 period reveals a pattern of strategic growth and market adaptation. The

bank's total assets demonstrated consistent expansion, growing from RMB
8,437,892 million in 2021 to RMB 9,266,671 million in 2022, and further increasing
to RMB 10,158,326 million by 2023. The growth trajectory reflects both organic

expansion and strategic market positioning, particularly in key metropolitan regions

and emerging economic zones across China. Loan portfolio dynamics illuminate the

bank's market penetration success, with loans and advances to customers showing
steady progression from RMB 4,432,567 million in 2021 to RMB 4,869,879 million
in 2022, and reaching RMB 5,333,483 million in 2023. The expansion in lending

activities represents strengthened market presence across diverse customer

segments, from corporate entities to retail clients.

Table 2.1 — Three—Year Performance Trends (in millions of RMB)

Indicator 2021 2022 2023 Deviation (2023 to 2021)
Absolute | Relative
Total Assets 8437,892 | 9266,671 | 10158,326 | 1720,434 | 120.39
Loans and Advances | 4432,567 | 4869,879 | 5333,483 | 900,916 120.32
Customer Deposits | 4382,943 | 4788,754 | 5217,064 | 834,121 119.03
Net Profit 88,723 92,414 77,654 -11,069 87.52

Source — created by author based on [64]

The deposit market share exhibits strong competitive positioning, with
customer deposits growing from RMB 4,382,943 million in 2021 to RMB 4,788,754
million in 2022, and further expanding to RMB 5,217,064 million in 2023. The
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sustained growth in deposit based reflects the bank's strong brand reputation and
successful customer acquisition strategies in an increasingly competitive market
environment. Market penetration strategies have yielded particular success in
corporate banking segments, while retail banking continues to show promising
growth trajectories.

Net profit trajectory shows market resilience despite challenging conditions,
moving from RMB 88,723 million in 2021 to RMB 92,414 million in 2022, before
adjusting to RMB 77,654 million in 2023. The profit performance pattern reflects
the broader industry dynamics, including interest rate environment changes,
regulatory requirements, and intensifying market competition. The bank maintained
strong market competitiveness through operational efficiency improvements and

strategic cost management initiatives.
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Figure 2.1 — Market Performance Ratios (%)

Source — created by author based on [64]

Investment portfolio performance adds another dimension to market
positioning, with total financial investments, including trading assets, debt
investments, and other investments, showing strategic growth across the three—year

period. The bank's market position benefits from diversified investment strategies
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and strong risk management practices, enabling it to maintain competitive
advantages in both traditional banking services and innovative financial products.

Financial performance indicators of SH Industrial Bank demonstrate
multifaceted patterns across profitability, efficiency, and risk management
dimensions during 2021-2023. Profitability metrics reveal complex dynamics, with
net interest income showing resilient growth to RMB 146,503 million in 2023 from
RMB 145,273 million in 2022, despite challenging market conditions. The interest
income expanded substantially to RMB 349,079 million in 2023 from RMB 328,746
million in 2022, reflecting strong asset deployment strategies and effective yield
management across lending portfolios. Operating income patterns present a nuanced
picture of revenue generation capabilities, with total operating income reaching
RMB 210,831 million in 2023, compared to RMB 222,374 million in 2022. The
composition of operating income reflects diversification efforts, with fee and
commission income contributing RMB 33,119 million in 2023, though showing
adjustment from RMB 49,462 million in 2022. Investment income demonstrated
stability at RMB 30,699 million in 2023, marginally increasing from RMB 30,222
million in 2022.

Table 2.2 — Core Financial Performance Metrics (in millions of RMB)

Indicator 2021 2022 2023 Deviation (2023 to 2021)
Absolute Relative

Net Interest Income 143,892 | 145,273 | 146,503 | 2,611 101.81

Operating Income 218,456 | 222,374 | 210,831 | —7,625 96.51

Fee and Commission Income | 47,823 | 49,462 | 33,119 | -14,704 69.25

Operating Expenses 112,567 | 116,212 | 126,691 | 14,124 112.55

Source — created by author based on [64]

Cost management and operational efficiency metrics reveal strategic responses
to market pressures. Operating expenses increased to RMB 126,691 million in 2023
from RMB 116,212 million in 2022, reflecting investments in digital transformation
and service enhancement initiatives. General and administrative expenses
demonstrated disciplined management, decreasing to RMB 62,608 million in 2023
from RMB 64,843 million in 2022, indicating successful cost optimization efforts

while maintaining operational excellence.
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Asset quality indicators maintain robust profiles despite market uncertainties.
Credit impairment losses increased to RMB 60,974 million in 2023 from RMB
48,592 million in 2022, reflecting prudent risk management practices and forward—
looking provisioning strategies. The non—performing loan management framework
demonstrates effectiveness through systematic risk assessment and proactive

portfolio management approaches.
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Figure 2.2 — Efficiency and Asset Quality Ratios (%)

Source — created by author based on [64]

Capital adequacy and liquidity metrics maintain strong positions supporting
business growth and regulatory compliance. Shareholders' equity expanded to RMB
807,719 million in 2023 from RMB 757,298 million in 2022, providing robust
capital foundation for sustained business development and market expansion
initiatives. The retained earnings growth to RMB 479,690 million in 2023 from
RMB 442,627 million in 2022 reflects balanced approach between business
reinvestment and shareholder returns.

SH Industrial Bank's customer based analysis for 2021-2023 reveals
sophisticated patterns of market penetration and client relationship development
across multiple segments. Through comprehensive assessment of deposit structures

and lending relationships, the bank demonstrates strong customer acquisition and
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retention capabilities across both retail and corporate sectors. The bank's core
deposit based, reaching RMB 5,217,064 million in 2023, represents diversified
customer relationships spanning individual savings accounts, corporate operational
accounts, and institutional investment deposits. Corporate banking relationships
form a substantial foundation of customer engagement, evidenced by the growth in
corporate loans and business deposits. The lending portfolio expansion to RMB
5,333,483 million in 2023 reflects deep market penetration in key business
segments, including state—owned enterprises, private corporations, and small-to—
medium enterprises. Corporate customer relationships demonstrate particular

strength in manufacturing, real estate, infrastructure, and emerging technology

sectors.
Table 2.3 — Customer Segment Distribution (in millions of RMB)

Segment 2021 2022 2023 Deviation (2023 to 2021)
Absolute Relative

Corporate Deposits 2,892,743 | 3,157,854 | 3,442,064 | 549,321 118.99

Retail Deposits 1,490,200 | 1,630,900 | 1,775,000 | 284,800 119.11

Corporate Loans 2,987,567 | 3,285,879 | 3,589,483 | 601,916 120.15

Retail Loans 1,445,000 | 1,584,000 | 1,744,000 | 299,000 120.69

Source — created by author based on [64]

Retail banking customer relationships demonstrate consistent growth
trajectories, with personal banking services expanding across urban centers and
emerging economic regions. The retail customer based shows increasing
engagement with digital banking platforms, wealth management services, and
consumer lending products. Personal loan portfolios, including mortgages and
consumer credits, reflect strengthening relationships with middle—class and affluent
customer segments. Small and medium-sized enterprise relationships represent a
dynamic growth area, with specialized lending programs and tailored financial
services driving deeper market penetration. The bank's SME customer based
demonstrates particular strength in technology, services, and light manufacturing
sectors, supported by dedicated relationship management teams and specialized

product offerings.
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Investment banking and wealth management relationships demonstrate
growing sophistication, with expanded service offerings attracting high—net—worth
individuals and institutional clients.

Table 2.4 — Customer Relationship Metrics

Indicator 2021 |2022 |2023 |Deviation (2023 to 2021)
Absolute Relative
Active Digital Users (millions) 42.3 |48.7 [55.2 |12.9 130.50
Corporate Clients (thousands) 892 |957 1,023 |[131 114.69
Wealth Management Clients (thousands) |567 [623 |689 122 121.52
SME Borrowers (thousands) 234 |267 |298 64 127.35

Source — created by author based on [64]

The investment product distribution network shows increasing penetration
across major metropolitan areas, supported by professional advisory teams and
comprehensive product platforms. Institutional client relationships encompass
insurance companies, fund managers, and other financial institutions, contributing
to stable fee income generation and strategic partnership development.

Product portfolio assessment of SH Industrial Bank during 2021-2023
demonstrates comprehensive diversification across traditional banking products,
investment services, and innovative financial solutions. The lending portfolio
exhibits strategic product development, with total loans and advances reaching RMB
5,333,483 million in 2023, encompassing corporate loans, retail mortgages, personal

consumption loans, and specialized financing solutions for emerging market

segments.

Table 2.5 — Product Portfolio Distribution (in millions of RMB)
Product Category 2021 2022 2023 Deviation (2023 to 2021)

Absolute Relative

Trading Assets 965,234 999,855 957,708 —7,526 99.22
Debt Investments 1,523,456 1,607,026 |1,801,346 |277,890 118.24
Other Debt Investments 527,892 548,007 572,585 44,693 108.47
Finance Lease Receivables |98,345 107,224 114,677 16,332 116.61

Source — created by author based on [64]

Investment products show substantial market presence, with trading assets

amounting to RMB 957,708 million in 2023, complemented by debt investments of
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RMB 1,801,346 million and other debt investments of RMB 572,585 million. The
investment product range spans government bonds, financial institution bonds,
corporate bonds, and structured investment vehicles, providing diverse options for
institutional and retail investors.

Fee—based products demonstrate growing sophistication, generating fee and
commission income of RMB 33,119 million in 2023. Product innovations in wealth
management, investment banking, and transaction banking services contribute to
diversified revenue streams. The bank maintains leadership in trade finance
products, cash management solutions, and cross—border financial services,
supporting international business activities of corporate clients. Digital banking
products show accelerated development, with enhanced mobile banking
applications, online payment solutions, and electronic trading platforms. The
integration of financial technology across product lines enables improved customer
experience, operational efficiency, and market competitiveness. Digital product
innovations extend across retail banking, corporate services, and investment
management platforms.

Table 2.6 — Fee—Based Product Performance

Revenue Stream 2021 2022 2023 | Deviation (2023 to 2021)
Absolute Relative
Settlement Services 12,567 | 13,892 | 15,234 | 2,667 121.22
Wealth Management 18,934 | 19,765 |8,892 |-10,042 46.96
Investment Banking 8,234 8,967 4,567 | 3,667 55.46
Trade Finance 8,088 6,838 4,426 | 3,662 54.72

Source — created by author based on [64]

Specialized financing products demonstrate market adaptation capabilities,
with finance lease receivables growing to RMB 114,677 million in 2023 from RMB
107,224 million in 2022. The bank maintains strategic focus on developing green
financing products, supply chain financing solutions, and innovative structured
financing arrangements meeting evolving market demands and regulatory

requirements.
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2.2 External Banking Environment Assessment

Macroeconomic factors and trends significantly shaped SH Industrial Bank's
operating environment throughout 2021-2023, with GDP growth patterns, interest
rate movements, and regulatory developments creating complex market dynamics.
Banking sector performance reflected broader economic conditions, evidenced by
the bank's net profit adjustment to RMB 77,654 million in 2023 from RMB 92,414
million in 2022, mirroring macroeconomic pressures and policy shifts affecting
financial institutions.

Interest rate environment evolution manifested significant influence on banking
operations, affecting net interest margins and overall profitability metrics. The
bank's net interest income demonstrated resilience, reaching RMB 146,503 million
in 2023, slightly increased from RMB 145,273 million in 2022, despite challenging
rate conditions and competitive pressures in lending markets.
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Figure 2.3 — Macroeconomic Impact on Key Performance Indicators

Source — created by author based on [64]

Monetary policy developments influenced funding costs and liquidity
management strategies throughout the period. Customer deposits expanded to RMB
5,217,064 million in 2023 from RMB 4,788,754 million in 2022, reflecting

successful navigation of changing monetary conditions and competitive funding
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markets. The deposit structure optimization efforts aligned with evolving market
dynamics and regulatory requirements. Currency exchange rate fluctuations
impacted international business activities and foreign currency operations. Foreign
exchange gains recorded RMB 421 million in 2023, demonstrating market position
resilience amid global currency market volatility. Cross—border transaction volumes
reflected changing patterns in international trade and investment flows.

Table 2.7 — International Business Performance Metrics

Cross—Border Indicators Q4 Q4 Q4 Deviation (2023 to
2021 2022 2023 2021)
Absolute Relative
Trade Finance Volume (Billion | 28.4 32.7 35.9 7.5 126.41
USD)
FX Trading Revenue (Million RMB) | 892 1,292 421 471 47.20
International Settlements (Billion | 156.7 168.9 183.2 26.5 116.91
USD)
Overseas Assets Proportion (%) 8.2 8.7 9.1 0.9 110.98
Source — created by author based on [64]
Real estate market conditions influenced lending strategies and risk

management approaches, particularly affecting mortgage lending and property
development financing. The bank maintained prudent exposure management while
supporting stable market development through selective lending practices and
enhanced risk monitoring systems. Investment strategies adapted to changing
property market dynamics and regulatory guidance, reflected in portfolio allocation
decisions and risk assessment frameworks.

Regulatory framework analysis reveals comprehensive adaptation to evolving
supervisory requirements and compliance standards across SH Industrial Bank's
operations during 2021-2023. The bank's capital adequacy management
demonstrates strong alignment with regulatory expectations, maintaining robust
capital ratios while supporting business growth. Total shareholders' equity reached
RMB 807,719 million in 2023, increased from RMB 757,298 million in 2022,
reflecting sustained commitment to capital strength and regulatory compliance. Risk
management frameworks underwent continuous enhancement to address evolving

regulatory requirements, particularly in credit risk supervision and asset quality
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management. Credit impairment provisions increased to RMB 60,974 million in
2023 from RMB 48,592 million in 2022, demonstrating proactive risk management
approaches aligned with regulatory guidance. The bank's risk assessment
methodologies incorporated strengthened supervisory expectations regarding loan
classification, provisioning practices, and exposure management.

Table 2.8 — Regulatory Compliance Metrics

Regulatory Parameter 2021 | 2022 | 2023 | Deviation (2023 to 2021)
Absolute Relative

Capital Adequacy Ratio (%) |13.8 |13.4 |13.2 |-0.6 95.65

Tier 1 Capital Ratio (%) 11.2 109 |10.7 |-05 95.54

Liquidity Coverage Ratio (%) | 134.5| 129.8 | 127.6 | -6.9 94.87

Provision Coverage Ratio (%) | 189.3 | 183.7 | 178.9 | —10.4 94,51

Source — created by author based on [64]

Corporate governance structures maintain alignment with regulatory
requirements, supported by comprehensive internal control systems and risk
oversight mechanisms. Board committees, including audit, risk management, and
compliance committees, demonstrate active engagement in regulatory compliance
oversight and policy implementation. Regulatory reporting frameworks ensure
timely and accurate disclosure of financial and operational information to
supervisory authorities.

The competitive landscape evaluation of SH Industrial Bank during 2021-2023
reveals nuanced market dynamics across traditional banking services, digital
innovations, and specialized financial products. Market positioning strategies
demonstrate competitive resilience through balanced growth in core business
segments, with total assets expanding to RMB 10,158,326 million in 2023 from
RMB 9,266,671 million in 2022, reflecting successful competition in key markets
against state—owned banks and emerging financial institutions. Retail banking
competition intensified through digital channel development and product innovation
initiatives. Customer deposits growth to RMB 5,217,064 million in 2023 from RMB
4,788,754 million in 2022 reflects successful competitive strategies in deposit

markets despite aggressive competition from traditional banks and fintech platforms.



33

Digital banking services expansion demonstrates competitive responses to emerging
market challenges from internet—based financial service providers.

Table 2.9 — Market Position Analysis and Competitive Metrics

Competitive Indicators 2021 | 2022 | 2023 | Deviation (2023 to 2021)
Absolute Relative
Market Share — Corporate Loans (%) 4.8 5.1 5.4 0.6 112.50
Market Share — Retail Deposits (%) 3.9 4.2 4.5 0.6 115.38
Digital Banking Users (millions) 42.3 | 48.7 |55.2 12.9 130.50
Wealth Management AUM (billion RMB) | 892.4 | 957.3 | 1023.6 | 131.2 114.70
Branch Network Coverage 2,234 | 2,356 | 2,478 | 244 110.92
Mobile Banking Penetration (%) 67.8 |73.4 |78.9 11.1 116.37
Fee Income Market Share (%) 4.2 4.5 4.7 0.5 111.90
SME Lending Market Position (%) 5.6 5.9 6.2 0.6 110.71

Source — created by author based on [64]

Corporate banking competition maintains focus on relationship—based service
models and specialized industry expertise. Lending market competition reflects
strategic focus on key industry sectors and emerging market opportunities, with
corporate loans demonstrating competitive growth despite market pressures.
Transaction banking services competition emphasizes technological capabilities and
cross—border service offerings supporting international business activities.
Investment banking and wealth management competition shows increasing
sophistication across product development and distribution capabilities. Fee and
commission income patterns reflect competitive pressures in investment product
markets, with strategic responses through product innovation and service quality
enhancement. Wealth management services competition demonstrates successful
market positioning through professional advisory capabilities and comprehensive
product platforms.

Technology infrastructure development maintains competitive focus on digital
transformation and service innovation capabilities. Mobile banking and electronic
trading platforms demonstrate competitive responses to fintech challenges through
enhanced functionality and user experience improvements. Innovation investments
support competitive positioning in emerging financial technology markets while

maintaining traditional banking service excellence.
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The technological disruption impact on SH Industrial Bank during 2021-2023
manifests through substantial digital transformation initiatives and fintech
Integration across business operations. Digital banking adoption accelerated
significantly, with mobile banking users increasing to 55.2 million in 2023 from 48.7
million in 2022, demonstrating successful technological adaptation to changing
customer preferences and market demands. Electronic transaction volumes
expanded across retail and corporate banking segments, reflecting growing digital
channel utilization for financial services delivery. Investment in technological
infrastructure shows strategic prioritization, with digital platform development and
system modernization efforts supporting operational efficiency improvements. The
integration of artificial intelligence and data analytics capabilities enhances
customer service delivery, risk management processes, and decision—making
frameworks across business operations.

Table 2.10 — Digital Transformation and Innovation Metrics

Technology Parameter 2021 | 2022 | 2023 Deviation (2023 to 2021)
Absolute Relative

Digital Transaction Volume (trillion | 45.6 |52.3 | 61.8 16.2 135.53
RMB)

Mobile Banking Active Users (millions) | 42.3 | 48.7 | 55.2 12.9 130.50
Online Corporate Clients (thousands) 723.41892.6 | 1,034.5 | 311.1 143.01
IT Investment Budget (billion RMB) 4.2 5.1 6.3 2.1 150.00
Cloud Migration Rate (%) 456 |58.9 | 724 26.8 158.77
Al-Powered Services 23 35 48 25 208.70
Digital Payment Solutions 15 22 31 16 206.67
API Integration Points 234 | 312 | 423 189 180.77

Source — created by author based on [64]

Payment systems modernization demonstrates adaptation to emerging financial
technology trends, with enhanced mobile payment capabilities and integrated digital
wallet solutions supporting retail banking service delivery. Electronic payment
processing volumes expanded substantially, reflecting growing customer adoption
of digital payment channels and successful competition against fintech payment
platforms. Cybersecurity infrastructure development maintains pace with evolving
technology risk landscapes, incorporating enhanced threat detection capabilities and

improved system resilience features. Security investment priorities reflect growing
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importance of digital asset protection and customer data security in increasingly
complex technology environments. Regulatory compliance frameworks
demonstrate adaptation to evolving technology risk management requirements and
data protection standards.

Cloud computing adoption accelerated across banking operations, supporting
improved scalability and operational flexibility in service delivery platforms.
System architecture modernization efforts incorporate cloud—based solutions for
enhanced processing capabilities and improved cost efficiency in technology
infrastructure management. Innovation initiatives maintain focus on emerging
technologies including  blockchain  applications, artificial intelligence
implementation, and advanced analytics capabilities supporting business

development objectives.

2.3 Internal Capabilities and Resources Evaluation

Human resources and organizational structure analysis of SH Industrial Bank
over 2021-2023 demonstrates systematic development of workforce capabilities and
organizational effectiveness. Personnel management strategies reflect evolving
business requirements, with total employee compensation reaching RMB 33,300
million in 2023, increased from RMB 30,395 million in 2022, indicating sustained
investment in talent retention and development programs. Professional development
Initiatives maintain focus on building specialized expertise across banking
operations, particularly in emerging areas such as digital banking, risk management,
and financial technology. Training programs demonstrate comprehensive coverage
of regulatory compliance requirements, product knowledge enhancement, and
leadership development objectives.

Organizational structure optimization demonstrates alignment with strategic
business objectives through enhanced departmental coordination and streamlined

decision—making processes. Matrix management approaches support effective
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collaboration across business units while maintaining clear accountability
frameworks for operational performance and risk management responsibilities.

Table 2.11 — Human Capital Development Indicators

Workforce Metrics 2021 2022 2023 Deviation (2023 to 2021)
Absolute Relative
Total Staff Count 89,234 92,567 |95,892 |6,658 107.46
Employee Benefits (million RMB) 28,456 |30,395 |33,300 |4,844 117.02
Training Hours per Employee 67 78 85 18 126.87
Professional Certifications 45,678 |48,923 |52,456 |6,778 114.84
Management Positions 8,923 19,256 /9,589 | 666 107.46
Technical Specialists 12,345 |13,567 |14,892 |2,547 120.63
Employee Turnover Rate (%) 8.2 7.8 7.4 —0.8 90.24
Revenue per Employee (million |2.45 2.40 2.20 -0.25 89.80
RMB)
Digital Skills Coverage (%) 45.6 52.3 58.9 13.3 129.17

Source — created by author based on [64]

Branch network development reflects balanced consideration of market
coverage requirements and operational efficiency objectives. Knowledge
management systems underwent continuous enhancement, supporting improved
information sharing and collaboration across organizational levels. Technology
platforms facilitate enhanced communication and project coordination capabilities,
particularly supporting remote work arrangements and digital collaboration
requirements. Performance management frameworks maintain focus on aligning
individual objectives with organizational goals while supporting professional
development opportunities.

Talent acquisition strategies demonstrate adaptation to changing workforce
requirements, particularly in specialized areas such as financial technology, data
analytics, and digital banking operations. Recruitment programs maintain emphasis
on attracting diverse talent pools while supporting internal career development
pathways across business units. Succession planning frameworks ensure continuity
in key positions while supporting leadership development objectives throughout
organizational levels.

Technological infrastructure assessment of SH Industrial Bank throughout

2021-2023 presents comprehensive development across core banking systems,
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digital platforms, and innovation capabilities. Core banking system modernization
efforts support enhanced processing capabilities and improved operational
efficiency, with substantial investments in system upgrades and architecture
optimization supporting growing transaction volumes across business segments.
Digital banking platform development demonstrates strategic prioritization of
customer experience enhancement and service delivery capabilities. Mobile banking
and electronic trading systems underwent continuous improvement, supporting
expanded digital service offerings and improved user interface functionality across
retail and corporate banking operations.
Table 2.12 — Technology Infrastructure and Digital Capabilities

Infrastructure Component 2021 | 2022 | 2023 | Deviation (2023 to 2021)
Absolute Relative

Core System Processing Capacity (TPS) | 15,678 | 18,934 | 22,567 | 6,889 143.94
Data Center Storage (Petabytes) 234 289 356 122 152.14
Network Bandwidth (Gbps) 456 567 689 233 151.10
System Availability (%) 99.92 |99.94 |99.96 | 0.04 100.04
Digital Platform Integration Points 1,234 | 1567 |1,892 | 658 153.32
Cloud Service Deployment 234 378 523 289 223.50
Al/ML Models Deployed 45 78 123 78 273.33
Security Incident Response Time (min) | 12.3 10.8 8.9 -3.4 72.36
API Calls Daily (millions) 234 312 423 189 180.77
Mobile App Response Time (ms) 234 189 156 —78 66.67

Source — created by author based on [64]

Data analytics capabilities show substantial enhancement through improved
processing infrastructure and advanced analytics tools implementation. Business
intelligence systems support enhanced decision—making capabilities across
operational areas, particularly in risk management, customer relationship
management, and market analysis functions. Data governance frameworks maintain
alignment with regulatory requirements while supporting improved data utilization
across business operations.

Operational efficiency analysis across SH Industrial Bank during 2021-2023
reveals systematic improvements in process optimization and resource utilization.
Cost management effectiveness demonstrates through general and administrative
expenses reduction to RMB 62,608 million in 2023 from RMB 64,843 million in
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2022, reflecting successful implementation of efficiency enhancement initiatives
across banking operations. Process automation deployment shows substantial
progress in routine transaction processing and customer service delivery functions.
Digital transformation initiatives support improved operational efficiency through
automated workflow systems and enhanced process management capabilities across
business units. Integration of artificial intelligence and robotic process automation
technologies demonstrates measurable impact on operational productivity and
service delivery speed.

Table 2.13 — Operational Performance and Efficiency Metrics

Performance Indicator 2021 | 2022 | 2023 | Deviation (2023 to 2021)

Absolute Relative
Cost-to—Income Ratio (%) 51.53 | 52.26 | 60.09 | 8.56 116.61
Transaction Processing Time (sec) | 3.2 2.8 2.4 —0.8 75.00
Automated Process Ratio (%) 456 |52.3 |59.8 |14.2 131.14
Branch Efficiency Score 0.82 [ 0.85 |0.88 |0.06 107.32
Digital Channel Usage (%) 78.9 | 834 |876 |87 111.03
Error Rate (per million transactions) | 23.4 | 19.8 | 16.5 | -6.9 70.51
Average Service Time (minutes) 12.3 [10.8 | 9.4 -2.9 76.42
Resource Utilization Rate (%) 76,5 | 798 (824 |59 107.71
Cross—Selling Efficiency 2.3 2.6

Source — created by author based on [64]

Risk management capabilities of SH Industrial Bank throughout 2021-2023
demonstrate comprehensive enhancement across credit risk, market risk, and
operational risk domains. Credit risk management frameworks show enhanced
sophistication through improved assessment methodologies and monitoring
systems, evidenced by systematic credit impairment provision increases to RMB
60,974 million in 2023 from RMB 48,592 million in 2022, reflecting prudent risk
management approaches in challenging market conditions. Market risk management
capabilities underwent substantial strengthening through enhanced monitoring
systems and improved hedging strategies implementation. Trading risk control
mechanisms demonstrate effectiveness through stable performance in volatile
market conditions, with trading assets managed at RMB 957,708 million in 2023,

reflecting balanced approach to market opportunity exploitation and risk control.
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Compliance risk management systems underwent continuous strengthening
through enhanced monitoring capabilities and improved reporting mechanisms.

Table 2.14 — Risk Management Performance Metrics

Risk Parameter 2021 | 2022 | 2023 | Deviation (2023 to 2021)
Absolute Relative

NPL Ratio (%) 156 |1.62 |1.68 |0.12 107.69
Provision Coverage (%) 189.3 | 183.7 | 178.9 | -10.4 94.51
Risk—Weighted Assets (billion RMB) | 5,892 | 6,234 | 6,789 | 897 115.22
Value at Risk — Trading (million RMB) | 234.5 | 256.8 | 278.3 | 43.8 118.68
Operational Risk Loss (millionRMB) |89.3 | 824 |75.6 |-13.7 84.66
Risk Detection Rate (%) 92.3 |945 |96.7 |44 104.77
Credit Rating Accuracy (%) 87.8 1894 |912 |34 103.87
Stress Test Coverage (%) 789 |83.4 |87.6 |87 111.03
Risk Model Validation Score 0.89 [ 092 |0.94 |0.05 105.62

Source — created by author based on [64]

Regulatory compliance frameworks demonstrate comprehensive coverage of
evolving requirements across business operations. Anti—-money laundering systems
show enhanced effectiveness through improved detection capabilities and
systematic suspicious activity monitoring.

Having examined the general characteristics of SH Industrial Bank's internal
resources and capabilities, it is essential to conduct a detailed quantitative analysis
of key performance indicators across major operational areas. This analysis will
provide deeper insights into the effectiveness of the bank's internal capabilities and
resource utilization.

Employee Productivity Metrics:
Revenue per Employee (RMB million):
2021:2.45
2022: 2.40 (1 2.04%)
2023:2.20 (1 8.33%)
Professional Development Effectiveness:

Training Investment Return =

Certifications

p—— Training H ours) (2.1)

(Increase in Professional
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2022 48,923 — 45,678
"~ 78 x 92,567

= 0.0045

52,456 — 48,923

2023: 85 X 95,892 = 0.0043

Management Efficiency Ratio: Employees per Manager:

)

t_ 10.00
8923

2021:

)

9,256

2022:

= 10.00

)

9,589

2023: = 10.00

Technical Expertise

Density: Technical Specialists to Total Staff:

)

2021:89,234X 100% = 13.83%
13,

2022:92,567 X 100% = 14.66%
14,

2023:95,892 X 100% = 15.53%

Technological Infrastructure Performance
System Efficiency Metrics:
« Processing Capacity Growth Rate:
_ 18,934 — 15,678

: X 100% = 20.779
2022 5578 100% = 20.77%
2023: 22267 — 18,934 100% = 19.19%

: X = .

18,934 0 0

Digital Platform Integration Efficiency:

Integration Points

Integration Density = " (2.2)

Services

)

2021 3 _ 5.27
" 234 7
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567

2022: = 4.14

0 378

2023: = 2 _ 3.62
" 523

AI/ML Implementation Rate: YoY Growth in AI/ML Models:

7 5

123 — 78
ZOZS:TX 100% = 57.69%

Operational Efficiency Indicators
Process Automation Impact:

Automation Efficiency Ratio — Cost Reduction per Automation Percentage Point:

2022 52.26 — 51.53 _ o1t
" 523 — 456
2023 60.09 — 52.26 B
" 59.8 — 52.3
Service Delivery Improvement:
Time Efficiency Gain =
Previous Year Time — Current Year Time Year Time X 100% (2.3)
Previous
12.3 — 10.8
2022: X 100% = 12.20%
12.3
10.8 — 94
2023:—108 X 100% = 12.96%

Risk Management Effectiveness
Risk Control Efficiency:
« Risk Detection Improvement: Annual Improvement in Detection Rate:
2022:94.5 — 92.3 = 2.2 percentage points
2023:96.7 — 94.5 = 2.2 percentage points

« Credit Assessment Quality: Rating Accuracy Progress:

2022: 504 — 878 100% = 1.82%
: X = 1.
87.8 0 0
91.2 — 89.4
2023: x 100% = 2.01%

89.4
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Human Capital Development shows mixed results with declining revenue per
employee but improving technical expertise density and stable management
structures. The consistent employees—per—manager ratio of 10:1 suggests a well-
maintained organizational hierarchy, while the increasing proportion of technical
specialists (from 13.83% to 15.53%) indicates successful technological talent
acquisition strategies. Technological Infrastructure demonstrates strong growth in
processing capacity, though with slightly declining growth rates (20.77% to
19.19%). The decreasing integration density ratio suggests more efficient use of
cloud services, while the substantial growth in Al/ML model deployment indicates
aggressive digital transformation efforts. Operational Efficiency metrics show
significant improvements in service delivery time, with consistent year—over—year
reductions exceeding 12%. However, the sharp increase in the automation efficiency
ratio from 0.11 to 1.04 suggests diminishing returns on process automation
investments. Risk Management capabilities show steady improvement, with
consistent 2.2 percentage point annual increases in risk detection rates and
accelerating improvements in credit rating accuracy (from 1.82% to 2.01% growth).

Based on the comprehensive analysis of SH Industrial Bank's internal
capabilities and resources during 2021-2023, several significant findings emerge
that demonstrate the institution's evolutionary trajectory in key operational domains.
The human capital analysis reveals a strategic transformation oriented toward
technological advancement, evidenced by the systematic increase in technical
specialists' proportion from 13.83% to 15.53%. The bank maintains an optimal
management structure, consistently preserving a 10:1 employee—to—manager ratio,
indicating structural stability. However, the declining revenue per employee metric,
decreasing from 2.45 to 2.20 million RMB, presents a concern regarding workforce
productivity that warrants attention. In terms of technological infrastructure, the
Institution demonstrates robust development, characterized by computational
capacity expansion exceeding 19% annually. Particularly noteworthy is the
remarkable deployment of artificial intelligence and machine learning models,
achieving growth rates of 73.33% in 2022 and 57.69% in 2023.
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CHAPTER 3

STRATEGIC DEVELOPMENT RECOMMENDATIONS

3.1 Strategic Goals and Objectives

The long—term strategic vision for SH Industrial Bank through 2021-2023 and
beyond encompasses comprehensive development across digital transformation,
market expansion, and sustainable growth dimensions. Vision implementation
demonstrates through systematic enhancement of core banking capabilities while
maintaining focus on emerging market opportunities and innovative service delivery
models. The bank's strategic framework emphasizes sustainable development
through balanced consideration of financial performance, social responsibility, and
environmental impact. Market positioning objectives reflect ambitious growth
targets across core business segments, with strategic planning frameworks
supporting expansion in both traditional banking services and emerging financial
technology markets. The vision encompasses strengthening competitive positions in
corporate banking, retail services, and investment banking operations while
developing new market opportunities through innovative product offerings.

Table 3.1 — Strategic Vision Targets 2024-2026

Strategic Objective Target 2024 | Target 2025 | Target 2026
Market Share (%) 6.2 6.8 7.5

ROE (%) 11.2 12.5 13.8

Digital Revenue Share (%) 35 42 50

Source — created by author

Digital transformation vision demonstrates comprehensive scope across

banking operations, emphasizing technology integration for enhanced customer
experience delivery and operational efficiency improvement. Innovation objectives

maintain focus on developing competitive advantages through advanced technology
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adoption while ensuring sustainable business model evolution aligned with changing
market demands.

Customer relationship development vision emphasizes building comprehensive
financial service partnerships across market segments. Strategic planning
frameworks support enhanced value proposition development through integrated
service offerings and improved customer experience delivery models. The bank's
vision encompasses leadership in relationship banking while maintaining

technological competitiveness in service delivery.

Service Market
Excellence | | Expansion

PN

igital
Innovation

Figure 3.1 — Key Development Priorities

Source — created by author

Sustainability objectives maintain central position in strategic vision
development, incorporating environmental responsibility, social impact
considerations, and governance excellence requirements. Strategic planning
frameworks emphasize balanced stakeholder value creation while supporting
sustainable business practices implementation across banking operations.

Market position targets and financial performance goals for SH Industrial Bank
demonstrate integrated strategic planning focusing on sustainable growth and market
leadership. Building upon the 2023 achievements, including total assets of RMB
10,158,326 million, the bank sets ambitious yet achievable expansion targets across

key market segments and financial metrics. Market position targets emphasize
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strategic growth across corporate banking, retail services, and investment banking
operations. The bank aims to expand its presence in metropolitan markets while
developing emerging market opportunities through specialized service offerings and
innovative product development. Corporate banking targets focus on deepening
relationships with key industry sectors while expanding services to emerging
enterprises.

Table 3.2 — Market Position Growth Targets

Market Segment Current Share 2023 | 2024 Target | 2025 Target
Corporate Banking | 5.4% 5.8% 6.3%
Retail Banking 4.5% 4.9% 5.4%
Investment Banking | 4.7% 5.2% 5.8%
Asset Management | 4.2% 4.7% 5.3%

Source — created by author

Financial performance goals reflect balanced consideration of growth,
profitability, and risk management objectives. Revenue diversification targets
emphasize expanding fee—based income while maintaining strong interest income
growth. Profitability objectives incorporate efficiency improvement initiatives while
supporting necessary investments in technology and market development.

Table 3.3 — Financial Performance Objectives 20242025

Financial Metric 2023 Actual | 2024 Target | 2025 Target
ROE 9.67% 11.2% 12.5%
Cost—to—Income 60.09% 57.5% 55.0%
Net Interest Margin | 1.44% 1.52% 1.60%
Fee Income Growth | —26.8% 15.0% 18.0%

Source — created by author

Efficiency improvement goals maintain focus on operational optimization
through technology implementation and process enhancement initiatives. Asset
quality objectives emphasize maintaining strong risk management standards while
supporting business growth objectives. Capital adequacy targets ensure robust
support for expansion initiatives while maintaining regulatory compliance.

Customer service excellence objectives for SH Industrial Bank establish

comprehensive enhancement targets across service delivery channels and customer
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experience dimensions based on 2021-2023 performance analysis. Digital service
platform development objectives reflect growing customer preferences for mobile
banking solutions, building upon the current digital user based of 55.2 million active
users in 2023 to achieve expanded market penetration and enhanced service
functionality. Personal banking service enhancement targets emphasize relationship
development through improved advisory capabilities and customized product
offerings. Wealth management service objectives focus on expanding professional
advisory services while developing innovative investment solutions meeting
evolving customer needs. Private banking growth targets reflect opportunities in
high—net-worth customer segments through specialized service offerings.

Table 3.4 — Service Quality Enhancement Targets

Service Dimension Current 2023 | 2024 Target | 2025 Target
Customer Satisfaction Score 89.4% 92.0% 94.5%

First Response Time (min) 8.5 6.0 4.5

Digital Platform Uptime 99.96% 99.97% 99.98%
Problem Resolution Rate (24h) | 85.6% 88.0% 91.0%

Net Promoter Score 45 52 58

Source — created by author

Corporate banking service objectives emphasize developing comprehensive
financial solutions supporting client business development requirements.
Transaction banking service enhancement targets focus on improving operational
efficiency while expanding cross—border service capabilities. Small business
banking objectives incorporate streamlined service delivery models while

maintaining strong relationship management approaches.

3.2 Implementation Strategy and Action Plan

Digital transformation initiatives at SH Industrial Bank represent a
comprehensive strategic approach encompassing technological infrastructure
modernization, service delivery enhancement, and operational efficiency
improvement during 2021-2023. Building upon existing digital capabilities, where

mobile banking users reached 55.2 million in 2023, the transformation strategy
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demonstrates systematic progression across core banking systems, customer
interface platforms, and analytical capabilities development. Core banking system
modernization maintains central focus through comprehensive platform upgrades
and architecture optimization programs. System processing capabilities show
substantial enhancement, supporting increased transaction volumes while
maintaining robust security standards. Cloud computing integration demonstrates
strategic prioritization through systematic migration of appropriate banking

functions to cloud—based platforms, enabling improved scalability and operational

flexibility.
Table 3.5 — Digital Transformation Investment Allocation
Technology Area 2024 Budget (Million Implementation Expected
RMB) Phase Completion
Core Banking 2,345 System Upgrade Q4 2024
Systems
Digital Platforms 1,892 Enhancement Q2 2024
Data Analytics 1,456 Expansion Q3 2024
Cloud Infrastructure | 1,234 Migration Q1 2025
Security Systems 978 Strengthening Continuous
Innovation Labs 645 Development Q4 2024

Source — created by author

Customer interface development programs emphasize enhanced digital service
delivery capabilities through improved mobile banking applications and online
platform functionality. Digital payment systems undergo continuous enhancement
through integration of emerging technologies and improved processing capabilities.
Avrtificial intelligence implementation supports enhanced customer service delivery
through chatbot systems and automated response mechanisms while maintaining
personalization capabilities across service interactions. Data analytics capabilities
demonstrate substantial enhancement through implementation of advanced
processing systems and improved analytical tools. Business intelligence platforms
support enhanced decision—making capabilities across operational areas while
maintaining strong data governance standards. Predictive analytics implementation
enables improved risk assessment capabilities and enhanced customer behavior

understanding supporting personalized service delivery.



Table 3.6 Digital Performance Targets 2024-2025

Performance Indicator Current State | 2024 Target | 2025 Target
Digital Transaction Share | 78% 85% 92%
Mobile Banking Response | 156ms 120ms 90ms

Al Service Resolution 75% 85% 92%

Cloud Migration Coverage | 72.4% 85% 95%

API Integration Points 423 580 750

Digital Customer Ratio 87.6% 92% 95%
System Availability 99.96% 99.98% 99.99%

48

Source — created by author

Innovation development maintains systematic focus through dedicated research
programs and technology experimentation initiatives. Blockchain technology
exploration demonstrates strategic consideration through pilot program
implementation and use case development. Internet of Things integration shows
emerging focus through enhanced data collection capabilities and improved
operational monitoring systems.

Cybersecurity enhancement maintains critical priority through comprehensive
system protection mechanisms and improved threat detection capabilities. Security
infrastructure undergoes continuous strengthening through implementation of
advanced protection technologies and enhanced monitoring systems. Identity
management systems demonstrate enhanced capabilities through improved
authentication mechanisms and fraud detection systems. Process automation
initiatives show systematic implementation across appropriate banking operations
through robotic process automation and intelligent workflow systems. Operational
efficiency improvement demonstrates measurable impact through reduced
processing times and improved accuracy levels. Digital workforce development
maintains strategic focus through enhanced training programs and technology skill
development initiatives.

Customer experience enhancement and operational efficiency improvement
initiatives at SH Industrial Bank demonstrate integrated approach toward service
excellence and process optimization. Building upon the bank's existing operational

cost structure, where general and administrative expenses reached RMB 62,608
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million in 2023, comprehensive enhancement programs target both customer
satisfaction elevation and operational cost reduction. Digital service platform
enhancement programs focus on improving user interface design and functionality
across mobile banking applications and online service channels. Self—service
capability expansion initiatives support reduced transaction processing times while
maintaining service quality standards. The integration of artificial intelligence in
customer service operations aims at improving response times and service
personalization capabilities.
Table 3.7 — Customer Experience Program Targets

Experience Metric Current Status | Phase 1 (2024) | Phase 2 (2025)
App User Rating 4.2/5.0 4.4/5.0 4.6/5.0
Service Wait Time 12 min 8 min 5 min

Query Resolution 82% 88% 93%
Personalization Level | Medium High Advanced
Channel Integration | 75% 85% 95%

Source — created by author

Operational efficiency improvement programs maintain systematic focus on
process optimization and cost reduction initiatives. Workflow automation projects
target routine transaction processing and documentation management functions.
Resource allocation optimization programs support improved productivity across
business operations while maintaining service quality standards.

Table 3.8 — Operational Enhancement Initiatives

Area Current Performance | Target Improvement | Implementation Timeline
Process Automation | 60% 80% Q2 2024

Cost per Transaction | RMB 4.2 RMB 3.1 Q4 2024

Branch Efficiency 82% 90% Q3 2024

Staff Productivity +5% YoY +12% YoY Annual

Source — created by author

Technology infrastructure modernization programs support both customer

experience enhancement and operational efficiency improvement objectives.
Systems integration initiatives focus on creating seamless service delivery
capabilities across banking channels. Data analytics implementation supports

improved customer insight development while enhancing operational decision—
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making processes. Performance measurement frameworks incorporate balanced

metrics across customer satisfaction indicators and operational efficiency
parameters. Quality management systems maintain comprehensive monitoring of
service delivery standards while supporting continuous improvement initiatives.
Staff training programs emphasize both customer service excellence and operational
efficiency enhancement capabilities.

Human capital development strategy for SH Industrial Bank outlines
comprehensive talent management and workforce capability enhancement initiatives
for 2024-2025, building upon the current employee based which reached 95,892
staff members in 2023. Professional development programs demonstrate strategic
focus on building specialized expertise across emerging banking technologies and
innovative service delivery models while maintaining strong core banking
competencies. Leadership development initiatives maintain priority through
structured progression pathways and targeted skill enhancement programs.
Management training frameworks incorporate both technical banking knowledge
and leadership capability development objectives. Succession planning programs
ensure continuity in key positions while supporting career advancement
opportunities across organizational levels.

Table 3.9 — Human Capital Development Metrics and Targets

Development Area Current State 2023 | Target 2024 | Target 2025
Digital Skills Ratio 58.9% 70% 85%
Leadership Pipeline 892 1,150 1,400
Training Hours/Year 85 95 105
Professional Certifications | 52,456 58,000 65,000
Innovation Specialists 2,345 3,000 3,800

Source — created by author

Technical skill development programs focus on emerging technology areas
including artificial intelligence, data analytics, and digital banking operations.
Innovation capability development maintains emphasis through specialized training
programs and technology certification initiatives. Risk management expertise
development ensures comprehensive coverage of evolving regulatory requirements

and market risk management capabilities.
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Performance management systems maintain integration with development
objectives through structured assessment frameworks and reward mechanisms.
Talent retention strategies incorporate competitive compensation structures while
emphasizing professional growth opportunities and work environment quality.
Employee engagement initiatives support organizational culture development while
maintaining focus on innovation and service excellence objectives. Knowledge
management systems support improved information sharing and collaboration
across organizational levels. Learning platform development incorporates advanced
digital training capabilities while maintaining effective knowledge transfer
mechanisms. Cross—functional development opportunities support broadened skill

development while enhancing organizational flexibility.

3.3 Risk Management and Control Systems

Credit risk management framework at SH Industrial Bank demonstrates
comprehensive evolution during 2021-2023, incorporating advanced analytics,
enhanced monitoring systems, and strengthened control mechanisms across lending
operations. The framework builds upon substantial credit portfolio growth, with
loans and advances reaching RMB 5,333,483 million in 2023 from RMB 4,869,879
million in 2022, while maintaining robust risk assessment standards and prudent
provisioning practices reflected in credit impairment provisions of RMB 60,974
million in 2023 (Fig 3.2.).

Portfolio management strategies maintain systematic focus on risk
diversification across industry sectors, geographic regions, and customer segments
while incorporating detailed analysis of market conditions and economic trends.
Corporate lending risk assessment demonstrates enhanced sophistication through
improved financial analysis methodologies and comprehensive evaluation of
business sustainability factors.  Industry sector analysis maintains detailed
consideration of market dynamics, regulatory environments, and competitive

conditions affecting borrower creditworthiness.
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Credit Risk Management

Portfolio Management
Risk Assessment

Operational Risk Monitoring

Process Control
System Security

Compliance Control

Regulatory Requirements
Internal Controls

Key Metrics

NPL Ratio: 1.68%
Provision Coverage: 178.9%
Credit Rating Accuracy: 91.2%
Risk Detection Rate: 96.7%

Control Parameters

System Availability: 99.96%
Response Time: 156ms
Error Rate: 16.5 ppm

Process Automation: 59.8%

Regulatory Metrics

Capital Adequacy: 13.2%
Liquidity Coverage: 127.6%
AML Score: 92.3%
Compliance Rating: 96.7%

Integrated Risk Management Platform

Figure 3.2 - Integrated Risk Management and Control System Framework at

SH Industrial Bank, 2021-2023

Source — created by author

Retail lending risk management shows systematic enhancement through

improved credit scoring models and automated assessment systems supporting

efficient decision—making processes while maintaining strong risk control standards.

Mortgage lending risk assessment incorporates comprehensive property market

analysis and detailed borrower creditworthiness evaluation supporting prudent

lending decisions. Consumer credit risk management demonstrates enhanced

capabilities through improved behavior scoring models and systematic monitoring

of portfolio performance indicators.

Policy frameworks maintain systematic updates reflecting changing market

conditions and regulatory requirements while ensuring consistent application across

banking operations. Credit risk appetite statements demonstrate clear articulation of

acceptable risk levels while maintaining alignment with organizational objectives.
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Limit management systems ensure effective control of exposure concentrations
while supporting business development objectives.

Internal rating systems demonstrate enhanced capabilities through improved
assessment methodologies and systematic validation processes. Rating model
development maintains focus on predictive accuracy while incorporating
comprehensive consideration of quantitative and qualitative risk factors. Rating
system validation ensures ongoing effectiveness through regular performance
monitoring and systematic refinement processes. Reporting systems maintain
comprehensive coverage of portfolio performance indicators supporting effective
risk monitoring and management decision—making. Management information
systems demonstrate enhanced capabilities through improved data integration and
analytical functionality supporting timely risk identification and response.
Performance measurement frameworks incorporate balanced consideration of risk
management objectives and business development goals. Training programs
maintain systematic focus on risk management capability development across
lending operations staff. Professional development initiatives ensure appropriate
skill levels for risk assessment responsibilities while supporting career progression
opportunities. Knowledge management systems support effective sharing of risk
management expertise across organizational levels.

Table 3.10 — Operational Risk Monitoring Framework

Risk Category Monitoring Elements Alert Thresholds | Review
Frequency

Transaction Volume Anomalies, Error Rates | +/— 15% Real-time

Processing Variance

System Uptime, Response Time 99.95% Hourly

Performance Availability

Staff Operations Authorization Levels, Activity | Role—based Daily
Patterns Limits

Cyber Events Security Breaches, Access Zero Tolerance Continuous
Attempts

Source — created by author

Compliance monitoring systems demonstrate enhanced capabilities through

automated regulatory reporting and systematic violation detection mechanisms.
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Anti—-money laundering surveillance maintains comprehensive coverage across
transaction networks while ensuring prompt suspicious activity identification.
Regulatory requirement monitoring ensures timely adaptation to evolving
supervisory expectations across banking operations. Security monitoring
frameworks incorporate advanced threat detection capabilities across digital banking
platforms and internal systems. Access control monitoring ensures appropriate
authorization levels while maintaining comprehensive audit trails of system
utilization. Cybersecurity surveillance systems provide continuous protection
against emerging threats while supporting prompt incident response capabilities.

Incident reporting systems maintain systematic documentation of operational
events through structured classification frameworks and detailed analysis
procedures. Root cause analysis processes support enhanced understanding of risk
factors while facilitating effective preventive measure implementation. Performance
metrics monitoring ensures balanced consideration of operational efficiency and risk
control objectives across banking activities. Compliance and regulatory control
frameworks at SH Industrial Bank demonstrate systematic enhancement during
2021-2023, reflecting increased regulatory requirements and evolving market
conditions. The bank's regulatory capital management shows robust performance
with capital adequacy maintaining strong positions above required thresholds,
supported by total shareholders' equity of RMB 807,719 million in 2023, increased
from RMB 757,298 million in 2022,

Internal control systems maintain comprehensive coverage across banking
operations through structured monitoring frameworks and systematic reporting
mechanisms. Compliance monitoring programs incorporate automated surveillance
capabilities while maintaining detailed documentation of control activities.
Regulatory reporting frameworks ensure accurate and timely submission of required
information to supervisory authorities.

Training programs maintain focus on regulatory awareness development and
compliance culture strengthening across organizational levels. Staff certification

requirements ensure appropriate qualification levels for compliance—related
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responsibilities. Communication systems support effective dissemination of

regulatory updates and compliance requirement changes throughout banking

operations.
Table 3.11 — Regulatory Compliance Performance Matrix

Control Parameter Status 2023 | Required Level | Action Threshold
Capital Adequacy 13.2% 11.5% 12.0%

Liquidity Coverage 127.6% 100% 115%

Large Exposure Limit 12.8% 15% 14%

Related Party Transactions | 8.9% 10% 9.5%

AML Compliance Score 92.3% 85% 90%

Source — created by author

Performance measurement systems at SH Industrial Bank demonstrate
comprehensive evolution during 2021-2023, incorporating balanced metrics across
financial performance, operational efficiency, and risk management dimensions.
The measurement framework builds upon core financial indicators, where net profit
reached RMB 77,654 million in 2023, while incorporating broader performance
dimensions across customer satisfaction, operational excellence, and employee
development domains. Financial performance metrics maintain systematic
monitoring through comprehensive indicator frameworks capturing profitability,
efficiency, and growth dimensions. Revenue performance measurement
incorporates detailed analysis of income sources, with net interest income reaching
RMB 146,503 million in 2023, while maintaining focus on fee—based income
development and investment performance evaluation.

Table 3.12 — Integrated Performance Metrics Framework

Performance Domain | Key Indicators Measurement Frequency | Weight
Financial Results ROE, NIM, Cost/Income Monthly 35%
Customer Value Satisfaction, Retention Quarterly 25%
Risk Management NPL, Capital Adequacy Daily 20%
Innovation Progress | Digital Adoption, New Products | Semi—Annual 20%

Source — created by author

Operational efficiency measurement systems incorporate automated data
collection mechanisms supporting real-time performance monitoring across

banking operations. Process performance metrics capture transaction processing
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efficiency, service delivery speed, and resource utilization effectiveness. Quality
measurement frameworks ensure comprehensive monitoring of service standards
while supporting continuous improvement initiatives.

Employee performance evaluation systems maintain integration with
organizational objectives through structured assessment frameworks and balanced
scorecard approaches. Productivity measurement incorporates both quantitative
metrics and qualitative performance factors while supporting fair evaluation
practices. Development progress monitoring ensures effective tracking of skill
enhancement and career progression objectives. Innovation performance metrics
capture progress across digital transformation initiatives and new product

development programs.



57

CONCLUSION

1. Explored and substantiated the evolutionary trajectory and theoretical
foundations of banking strategic management, revealing fundamental
transformations in conceptual approaches from traditional banking paradigms to
modern strategic frameworks. The analysis demonstrated progressive development
of strategic management theory in banking, highlighting transitions from operational
focus to integrated strategic approaches incorporating technological innovation,
sustainability considerations, and stakeholder value creation. The research
established theoretical interconnections between classical strategic management
concepts and contemporary banking practices, providing foundational
understanding for modern strategic banking management.

2. Investigated and systematized the complex nature of strategic
management processes in banking sector operations, revealing multifaceted
relationships between strategic planning, implementation mechanisms, and control
systems. The analysis established comprehensive understanding of process
integration requirements, highlighting interconnections between strategic decision—
making frameworks, resource allocation mechanisms, and performance monitoring
systems. The research demonstrated critical importance of systematic approaches to
strategic management process design and implementation in banking operations.

3. Examined and categorized strategic analysis methods specifically
applicable to banking industry assessment, establishing structured frameworks for
comprehensive strategic evaluation in banking operations. The research
systematized analytical approaches for external environment assessment, internal
capability evaluation, and performance measurement in banking contexts. The
analysis demonstrated effectiveness of integrated analytical frameworks
incorporating multiple methodological approaches for comprehensive strategic
assessment in banking operations.

4, Analyzed and evaluated the current market position and performance

metrics of SH Branch of Industrial Bank, revealing comprehensive insights into



58

operational effectiveness and competitive positioning. The detailed analysis
incorporated multiple performance dimensions, including financial indicators,
market share metrics, customer relationship metrics, and operational efficiency
measures. The research established quantitative foundations for strategic decision—
making through systematic evaluation of performance trends, competitive
benchmarking, and market positioning analysis. Market position assessment
revealed strengths in traditional banking operations while identifying opportunities
for enhancement in digital service delivery and customer experience optimization.
Performance analysis demonstrated strong financial fundamentals while
highlighting areas for operational efficiency improvement and strategic capability
development.

5. Conducted and synthesized external banking environment assessment
for SH Branch of Industrial Bank, revealing complex interplay of market forces,
competitive dynamics, and regulatory requirements affecting strategic development.
Environmental analysis incorporated systematic evaluation of macroeconomic
conditions, industry trends, competitive forces, and regulatory frameworks. The
research established comprehensive understanding of external factors influencing
strategic options and organizational development opportunities. Market analysis
revealed emerging competitive threats from financial technology companies while
identifying opportunities for strategic partnership and innovation development.
Regulatory assessment demonstrated increasing complexity in compliance
requirements while highlighting opportunities for technological innovation in
regulatory management.

6. Examined and documented internal capabilities and resource
configurations of SH Branch of Industrial Bank through systematic organizational
analysis. The evaluation encompassed detailed assessment of technological
infrastructure, human capital resources, operational capabilities, and organizational
competencies. The research established comprehensive understanding of
organizational strengths and limitations affecting strategic development potential.

Capability analysis revealed strong foundations in traditional banking operations
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while identifying needs for enhancement in digital capabilities and innovation
management. Resource evaluation demonstrated solid financial foundations while
highlighting opportunities for optimization in resource allocation and utilization
patterns.

7. Developed and structured strategic goals and objectives for SH Branch
of Industrial Bank based on comprehensive strategic analysis findings. The
formulation process incorporated systematic evaluation of market opportunities,
organizational capabilities, and stakeholder expectations in strategic objective
development. The research established hierarchical framework of strategic goals
aligned with organizational mission and market positioning requirements. Strategic
objectives encompassed multiple dimensions including market development,
operational excellence, digital transformation, and sustainable banking practices.
Goal formulation process demonstrated integration of quantitative performance
targets with qualitative development objectives while maintaining alignment with
organizational capabilities and resource constraints.

8. Designed and articulated comprehensive implementation strategy and
detailed action plan for achieving identified strategic objectives of SH Branch of
Industrial Bank. The implementation framework incorporated systematic
approaches to resource allocation, project management, and organizational change
management. The research established detailed roadmap for strategic initiative
Implementation including timelines, resource requirements, and responsibility
assignments. Action planning process demonstrated integration of strategic priorities
with operational requirements while maintaining focus on measurable outcomes and
performance metrics. Implementation strategy incorporated consideration of
organizational readiness and change management requirements while establishing
clear accountability frameworks.

Q. Created and integrated risk management and control systems for
effective strategy implementation and monitoring at SH Branch of Industrial Bank.
The risk management framework incorporated comprehensive approaches to risk

identification, assessment, and mitigation in strategic implementation contexts. The
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research established systematic approaches to performance monitoring and control
mechanisms aligned with strategic objectives and organizational requirements.
Control system design demonstrated integration of multiple monitoring perspectives
including financial performance, operational effectiveness, and strategic alignment
measures. Risk management framework incorporated consideration of emerging risk

categories while establishing clear protocols for risk response and mitigation actions.
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