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[0 O Passage Twoll [ The banking industry plays a critical role in a countrys financial system and eco-nomic
development. If any country wants to build a healthy financial system and a sta-ble, balanced economic
development, a robust banking industry must be in place. Forthis reason, a banks business and operation should be
consistent with its governmentsmacro-economic policy. From a government perspective, if there is
over-investment insome industry, or segment, the government will control this overheated industry or seg-ment. If
there are insufficient inputs in some industry or segment, and if this industry orsegment is of strategic importance to
either peoples life or a countrys development, itwill be very natural for the government to try to mobilize more
resources and capitalthere by promulgating macro-economic policy. Then the regulating authorities will seekto use
their window guidance function to confine or boost the banking industrys loangrowth to a reasonable level.[]

[J Sometimes, a banks overall loan growth goal and its loan growth aim for a specificindustry is consistent with
those of the regulating authorities. It means that the bank hasthe same judgment on the overall economic
development and on a specific industrysprospect with the government. In practice, it is shown in the banks
decision on lendingbusiness, whether to increase, maintain, gradually decrease or even withdraw the
loandisbursement in some industry. While sometimes, it is not the case. Because the gov-ernment views economy
from a national perspective and there must be imbalance be-tween different regions and clients.] It is a kind of
tradeoff between long-term interestand short-term returns, a healthy national economy and a banks profitability.
We can-not deny that there are still some high quality clients in some overheated industry.Banks can still make
great profits via lending to them. But for the banking industry, theoverall economic development is the cornerstone
of its current and sustainable profit-ability. Therefore, for its lending business, a bank must take the governments
macropolicy into consideration, balancing with its own current loan portfolio, and adjust it tobe in line with the
governments macro policy and meet the banks own profitabilitygoal.
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