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Abstract

At a time when the net profit of commercial banks in China has reached a historic high, their
valuations have also reached a historic low. As of the end of 2022, 42 banks in China have been listed on
the A-share market, and their profits account for nearly 40% of all A-share listed companies. However, as
the largest weighted sector in A-shares, the banking sector has long been in a state of undervaluation,
accounting for only about 10% of the total value of A-shares. Out of 42 listed commercial banks, 41 have a
price to book ratio below 1. Is this a true value reaction or an undervalued performance? Value evaluation
will directly affect the operational decisions of listed commercial banks, and reasonable value evaluation of
commercial banks is also conducive to the healthy development of China's capital market. Therefore,
accurate value evaluation of listed commercial banks has strong practical significance.

Based on the above analysis, this article takes China Merchants Bank as the research object and adopts
literature research, comparative analysis, and empirical analysis methods to explore the applicability of the
EVA value evaluation model applied to China Merchants Bank's value evaluation. The main research
content of the thesis is as follows: Firstly, it defines the theories and methods of enterprise value evaluation,
EVA theory, and commercial bank value evaluation both domestically and internationally, forming the
theoretical foundation of the article; Secondly, by analyzing the basic situation, equity structure, and
operating status of China Merchants Bank, and starting from the banking industry level, this thesis outlines
the development status and external environment of China Merchants Bank, determines the necessity of
conducting value evaluation for China Merchants Bank, and the feasibility of applying the EVA valuation
model to its value evaluation: that is, the current development of China's capital market is not perfect, The
market value cannot accurately reflect the intrinsic value of listed commercial banks, and the current
valuation of bank stocks is generally too low; On the other hand, traditional valuation methods have certain
limitations in evaluating the intrinsic value of Chinese commercial bank enterprises. Once again, this article
calculates the EVA value of China Merchants Bank from 2018 to 2022, uses a two-stage evaluation model
to calculate the intrinsic value of China Merchants Bank in 2022, compares the evaluation results with
traditional value evaluation methods, and identifies the factors that affect China Merchants Bank's EVA
value through sensitivity analysis. Finally, in order to further verify the correlation between EVA and the
market value of China Merchants Bank and the significance of establishing an EVA value evaluation
system for companies, this article selected quarterly panel data from 10 commercial banks listed on the
A-share market from 2010 to 2022, sorted out other factors that may affect the market value of listed
commercial bank stocks, and explained the impact mechanism of Economic Value Added (EVA) on
enterprise market value through empirical analysis, And by replacing the indicators for robustness testing,

the reliability of the conclusion and the scientificity of the model were further verified.



Through the above theoretical and empirical analysis, the following conclusions have been drawn:
firstly, the intrinsic value of China Merchants Bank calculated based on the EVA model is higher than the
current market value, and the numerical differences are significant. Secondly, through empirical research, it
has been found that the EVA value of commercial banks has a clear explanatory power on their market
value, and its explanatory effect is more significant than some traditional indicators that affect corporate
value, such as return on equity, basic earnings per share, and net profit growth rate. By establishing an EVA
value evaluation system for effective management, enterprises can enhance their market value. Based on
the above analysis, some feasible insights have been provided for investors, China Merchants Bank, and
regulators.

Key words: Economic Value Added (EVA); Listed commercial banks; China Merchants Bank;

Enterprise valuation evaluate
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