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Q&A WI'TH CEO

Deutsche Bank betting big on China

Lender to leverage strength in linking nation and Europe, explore opportunities in country’s capital market opening-up

By LIXIANG
liriang @chinadaily.com.cn

Deutsche Bank plans to capture
more market share in China as the
country continues to open its finan-
cial sector to foreign players, said
Werner Steinmueller, the bank’s
Asia-Pacific CEO.

Steinmueller envisioned good
prospects for the German banking
giant’s business in China, a major
growth pillar for it in the Asia-Pacif-
ic region, as its corporate and
investment banking units saw a
fruitful year in the country last year.

The bank will continue to expand
its business by leveraging its
strength in linking China and
Europe through facilitating bilater-
al investment and exploring more
opportunities along with the fur-
ther integration of the Chinese cap-
ital market into the global financial
system, the senior executive said.

“We see abundant opportunity in
China as we are strong here and
competitively positioned to capture
market share in our key areas of
focus,” Steinmueller said.

Deutsche Bank served as the sole
financial adviser for German auto-
maker BMW in raising its stake to
75 percent in its Chinese joint ven-
ture with Brilliance China Automo-
tive Holdings in October.

The bank was also one of the
securities underwriters of the $5.4
billion Hong Kong initial public
offering of Chinese smartphone
maker Xiaomi Corp. It also led the
$14 billion private fundraising by
Ant Financial Services Group, oper-
ator of China’s biggest online pay-
ment platform, in June.

In a recent interview with China
Daily, Steinmueller shared his
views on the future operations of
Deutsche Bank in China, the trend
of bilateral trade and investment
between China and Europe and
how it could affect the German
bank’s business.

Given the importance of the
Asia-Pacific market to Deutsche
Bank, how do you intend to grow
your business and presence in
theregion?

We view our strength in the Asia-
Pacific region as a competitive
advantage for us globally. Some 88
of our top 100 most important glob-
al clients are working with us on
matters related to this region. The
strength of our regional network is
akey differentiator versus our
peers, particularly our full product
capability across segments locally
in so many markets. We are leaning
in to our business in the Asia-Pacif-
ic region, to defend our position,
build on our existing edge here, and
ensure that we are able to capture
continued growth. We're selectively
investing in areas of our focus busi-
nesses across the region. We are, for
instance, investing in our China
platform, particularly in our tech-
nology and coverage capabilities.

Chinese regulators have pledged
further liberalization of the finan-
cial sector. How do you plan to
capitalize on this, and in what
areas do you think Deutsche
Bank has a competitive edge
over local and other foreign play-
ersinthe market?

China has demonstrated clearly
its determination to open up the
financial sector to global players.
We of course welcome this
approach, and see abundant oppor-
tunities in China as we are strong
here and competitively positioned
to capture market share in our key
areas of focus. We have two clear
points of differentiation versus our
peers.

First, we have a unique ability to
link China with Europe, given our
long history and deep ties in both
geographies. This is particularly rel-
evant as we are starting to see closer
collaboration and increased trade
linkages along this corridor. We add

significant value in cross-border
work in both directions, outbound
from China servicing the country’s
increasingly globally relevant com-
panies as they expand abroad, and
inbound as European investors and
companies deepen their invest-
ments and operations here.

Second, we have consistently
helped to drive the development of
China’s capital markets over the
years, and occupy an important
role in the ongoing smooth integra-
tion of China’s capital markets with
the global financial system. For
example, as an industry leader in
global foreign exchange and trans-
action banking, we have been an
active pioneer in the internationali-
zation of the renminbi, both
onshore and around the world. As a
leading fixed income house global-
1y, we have quickly become one of
the leading players facilitating
Bond Connect trading volume, and
one of the top foreign settlement
agents on the China Interbank
Bond Market. Our advisory
strength, particularly in global
cross-border transactions, has also
helped us win leading roles on
some of the most groundbreaking
global capital raises and mergers
and acquisitions work for China’s
emerging champions.

What makes you convinced that
we will see closer China-Europe
cooperation?

I hear examples of it every day
from our client base in both geo-
graphies. I've just returned from a
trip to Shanghai where I met with a
number of European corporate cli-
ents who were very focused on
increasing their operations and
capabilities in China, and were
speaking with us about how we
could support them in their efforts,
notjust in raising capital but in
managing risk and establishing effi-
cient payment flow systems.
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merce in China recently did a sur-
vey of German corporations that
confirmed the same — two thirds
of those surveyed planned to fur-
ther invest here in the next two
years. Just in the past few months,
we've seen several big examples of
German corporate investment into
China, in the auto sector and in
general industries as well. We are
right there beside our European
clients supporting them with this
inward investment. At the same
time, we are increasingly seeing
that China’s most important com-

panies and investors cannot rely
solely on the North American mar-
ket for capital linkages or invest-
ment. We are seeing increased
dialogue outbound from China
into Europe as well, and of course
we are very well placed here to
support these moves.

How do you appraise China’s
efforts to contain the country’s
debt levels and push deleverag-
ingin the economy? What does it
mean for Deutsche Bank’s busi-
ness here?

China’s deleveraging pushis a
long-term and crucial part of the
economy’s restructuring efforts.
This is a welcome and healthy proc-
ess as long as it’s managed carefully,
and will upgrade the quality of eco-
nomic growth for the country going
forward. As deleveraging continues,
we expect there will be more for-
eign investment interest and
opportunities as investors look
more favorably and optimistically
on China’s fundamental growth
outlook. This is of course also posi-
tive for Deutsche Bank’s business in
China, as we are well positioned to
help inbound investment into Chi-
na, given our strength in cross-bor-
der work, not just for capital
markets, but also in advisory.

What risks and uncertainties do
you see in the global economy?

The only thing in recent months
that has been certain is uncertain-
ty. This has been true for geopoli-
tics, macroeconomy and markets. I
expect this to be the case in the
year ahead as well, as we see
potentially big shifts in the broad-
er global policy environment and
trade and capital flows. But I've
been in the banking business now
for 40 years. I have seen a whole
lot of crises. If you prepare yourself
and stay alert to what is happening
around you, there is little reason
for serious concern.

How doyou see emerging tech-
nologies such as cloud comput-
ing, blockchain and big data
changing the banking business?
‘What are your plans for boosting
Deutsche Bank'’s innovative capa-
bility for your products and servi-
cesin the Asia-Pacificregion?

The advance of fintech is playing
a significant role in reshaping the
financial services industry, not just
in discrete operations or efficiency,
but more fundamentally in how
we think about the future of our
industry and how the way we add
value to our clients will transform.
We have recently launched our
first innovation lab in Singapore as
part of our drive to digitalize and
embrace emerging technologies
for the benefit of our clients. This
is a crucial addition to our global
innovation platform, which ena-
bles us to support the best startups
and adopt solutions that could
greatly enhance and improve our
client services while addressing
business needs in a swift and
responsive way.

China is a vibrant market on this
front, and is one of the leading
countries in the world when it
comes to adopting digitalization
and technological innovation, espe-
cially on a large scale.

On the product side, Deutsche
Bank China has worked closely
with regulators in introducing
new financial market instruments,
and we are widely recognized for
some of our industry-leading
breakthroughs. We have a strong
track record in originating and
implementing innovative solu-
tions for our clients, and intend to
keep a strong focus on doing so
going forward.
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