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1. Financial risks are rising, but probably overstated

. Little currency mismatch
. Household debt is not a potential source of instability

2. Main source of risk is State-owned enterprises

e  They show the sharpest rise in leverage
They exhibit the sharpest decline in profitability

3. Authorities are responding

. Credit growth is slowing

. Macroprudential measures are reducing the share of credit
extended by non-bank financial institutions (shadow banks)

4. Banks are shifting their lending to more credit worthy
customers
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