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Introduction

Bank of China is the Bank with the longest continuous operation among Chinese banks. The
Bank was formally established in February 1912 following the approval of Dr. Sun Yat-sen.
From 1912 to 1949, the Bank served consecutively as the country’s central bank, international
exchange bank and specialised international trade bank. Fulfilling its commitment to serving
the public and developing China’s financial services sector, the Bank rose to a leading position
in the Chinese financial industry and developed a good standing in the international financial
community, despite many hardships and setbacks. After 1949, drawing on its long history as
the state-designated specialised foreign exchange and trade bank, the Bank became responsible
for managing China’s foreign exchange operations and provided vital support to the nation’s
foreign trade development and economic infrastructure through its offering of international
trade settlement, overseas fund transfer and other non-trade foreign exchange services. During
China’s reform and opening up period, the Bank seized the historic opportunity presented by
the government’s strategy of capitalising on foreign funds and advanced technologies to boost
economic development, and became the country’s key foreign financing channel by building
up its competitive advantages in foreign exchange business. In 1994, the Bank was transformed
into a wholly state-owned commercial bank. In August 2004, Bank of China Limited was
incorporated. The Bank was listed on the Hong Kong Stock Exchange and the Shanghai Stock
Exchange in June and July 2006 respectively, becoming the first Chinese commercial bank to
launch an A-Share and H-Share initial public offering and achieve a dual listing in both markets.
Having served the Beijing 2008 Olympic Games, the Bank became the official banking partner of
the Beijing 2022 Olympic and Paralympic Winter Games in 2017, thus making it the only bank
in China to serve two Olympic Games. In 2018, Bank of China was again designated as a Global
Systemically Important Bank, thus becoming the sole financial institution from an emerging
economy to be designated as a Global Systemically Important Bank for eight consecutive years.

As China’s most globalised and integrated bank, Bank of China has a well-established global
service network with institutions set up across the Chinese mainland as well as in 57 countries
and regions. It has established an integrated service platform based on the pillars of its corporate
banking, personal banking, financial markets and other commercial banking business, which
covers investment banking, direct investment, securities, insurance, funds, aircraft leasing and
other areas, thus providing its customers with a comprehensive range of financial services.
In addition, BOCHK and the Macau Branch serve as local note-issuing banks in their respective
markets.

Bank of China has upheld the spirit of “pursuing excellence” throughout its history of over one
century. With adoration of the nation in its soul, integrity as its backbone, reform and innovation
as its path forward and “people first” as its guiding principle, the Bank has built up an excellent
brand image that is widely recognised within the industry and by its customers. In face of the
period of historic opportunities for great achievements, as a large state-owned commercial bank,
the Bank will follow Xi Jinping Thought on Socialism with Chinese Characteristics for a New
Era, persistently enable advancement through technology, drive development through innovation,
deliver performance through transformation and enhance strength through reform, in an effort
to build BOC into a world-class bank in the new era. It will make a greater contribution to
developing a modernised economy and to the efforts to realise the Chinese Dream of national
rejuvenation and the aspirations of the people to live a better life.



Development Strategy

Strategic goal

We will follow the guidance of Xi Jinping Thought on Socialism with Chinese Characteristics for
the New Era, persistently enable advancement through technology, drive development through
innovation, deliver performance through transformation and enhance strength through reform, in
an effort to build Bank of China into a world-class bank in the new era.

The Bank will realise the strategic goal of “building a world-class bank in the new era” in three
steps. By 2020, when China completes building a moderately prosperous society in all respects,
the Bank should achieve the goal of “further strengthening of the development foundation, further
consolidating advantages of featured businesses, further improving of management system and
mechanism, and further enhancing of comprehensive strength”. By 2035, when the socialist
modernisation is basically realised, the Bank should leap forward from a big world-class bank
to a strong world-class bank, and complete in all respects the building of a world-class bank in
the new era. By 2050, we should build Bank of China into a “financial mainstay” of the strong
modern socialist China and to be a banner of global financial industry.

Strategic implications

— Enable advancement through technology. The Bank will embed technological elements into all
business processes and fields and build a digitalised bank with a premier user experience, ecology
of diversified scenarios, online & offline coordination, flexible product innovation, efficient
operations management and intelligent risk control, in a bid to foster new-finance, develop
“a new ecosystem” and build a new BOC.

— Drive development through innovation. Keeping a close eye on the market trends and
customer needs, we will accelerate innovation in technology, products and business. By adopting
innovative and groundbreaking initiatives, we will strive to become a provider of high-quality
financial services, a builder of connected platforms, a creator of data-driven value and a pioneer
of intelligent services across the globe.

— Deliver performance through transformation. Centred on the demands of the real economy
and the requirement for high-quality development, we will implement in line with the new
development philosophies, focus on the “three tough battles” and support the supply-side
structural reform. We will rapidly advance digital technologies, globalised businesses, integrated
services, asset-light operations, and streamlined organisation, in a bid to effectively prevent
financial risks and foster a high-quality development model with great capacity for value creation
and market competitiveness.

— Enhance strength through reform. The Bank will raise awareness of current and potential
challenges we face, maintain our strategic focus, and be more courageous in implementing the
reform. We will promote the reform of mind-set, of the mechanism and of the organisation across
the Bank, and thus gather the invincible force to push forward our development.

— Uphold the Party leadership. We will strengthen Party leadership and Party building at the
Bank, ensure full and strict governance over the Party organisations at the Bank so as to drive full
and strict governance over the Bank. We will improve our governance system and enhance our
governance capabilities, thus providing strong guarantee and strategic support to our objective of
building a world-class bank in the new era.



Values
Responsibility, Integrity, Professionalism, Innovation, Prudence, Performance

— Responsibility: To be responsible for the state, society, our customers, our employees, our
shareholders, and the Bank. We will and we can step forward to perform our responsibilities,
boldly take on challenges, and carry our missions through.

— Integrity: To abide by every commitment we have made, keep words consistent with actions,
have an open mind, and stick to honesty and trustworthiness.

— Professionalism: To empower ourselves with greater capability and competence, and carry on
the spirit of craftsmanship to stick on perfection.

— Innovation: To continuously move ahead, and never stand still. The Bank will make daring
explorations, learn from others, and proactively develop innovative ideas.

— Prudence: To firmly hold the bottom line for risk management, ensure compliance in our
operations, and abide by the law of development, in a bid to achieve sound development over the
long term.

— Performance: To maintain benchmarking to market, adopt the result-oriented and focus on
value-creation, and promote sustainable growth.



Honours and Awards

Ranked 3rd in Top 1000 World Banks

The Banker
Ranked 4th in Top 500 Global Banking Brands
FORTUNE Ranked 46th in Global 500 (2018)
Forbes Ranked 9th in Global 2000
Euromoney Best Regional Cash Manager in Asia
China’s Best Overall Corporate and Investment Bank
China’s Best Corporate and Investment Bank for
DCM — Cross-Border
Asia Money Best Transaction Bank for Trade Finance

Best Private Bank for Global Investments in China

Green Finance Bank with the Best Overseas
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Trade Finance

Best Cash Management Bank

Finance Asia

Best Transaction Bank

Asian Private Banker

Excellence in Private Banking-China Domestic

International Financing Review

Best Lead Bond Underwriter in China

The Asset

Triple A Asian Awards — Best corporate bond

People’s Bank of China

First Prize for Banking Technology Development

Xinhua News Agency

Excellent Mobile APP in Financial Planning

21st Century Business Herald

2018 Excellent Commercial Bank in Asia

Financial Times

2018 Best Commercial Bank

Securities Times

Award for New Intelligent Investment Advisory Product

www.cebnet.com.cn

Best User Experience of Personal Mobile Banking

China Financial Certification Authority
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The Chinese Banker
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Financial Computerization
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Best Inclusive Finance Bank
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Ranked 11th in China’s 500 Most Valuable Brands
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ChinaHR
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Definitions

In this report, unless the context otherwise requires, the following terms shall have the meaning

set out below:

The Bank/the Group

Articles of Association

A Share

Basis Point (Bp, Bps)

BOC Asset Investment

BOC Aviation

BOC Insurance
BOC Life

BOCG Insurance
BOCG Investment

BOCHK

BOCHK (Holdings)

BOCI

BOCIM

BOCI China
BOC-Samsung Life
CBIRC

Central and Southern China

Company Law

CSRC

Bank of China Limited or its predecessors and,
except where the context otherwise requires, all of the
subsidiaries of Bank of China Limited

The performing Articles of Association of the Bank

Domestic investment share(s) in the ordinary share capital
of the Bank, with a nominal value of RMB1.00 each,
which are listed on SSE (Stock Code: 601988)

Measurement unit of changes in interest rate or exchange
rate. 1 basis point is equivalent to 0.01 percentage point

BOC Financial Asset Investment Co., Ltd.

BOC Aviation Limited, a public company limited by
shares incorporated in Singapore under the Singapore
Companies Act, the shares of which are listed on the
Hong Kong Stock Exchange

Bank of China Insurance Company Limited

BOC Group Life Assurance Co., Ltd.

Bank of China Group Insurance Company Limited
Bank of China Group Investment Limited

Bank of China (Hong Kong) Limited, an authorised
financial institution incorporated under the laws of
Hong Kong and a wholly-owned subsidiary of BOCHK
(Holdings)

BOC Hong Kong (Holdings) Limited, a company
incorporated under the laws of Hong Kong, the ordinary
shares of which are listed on the Hong Kong Stock Exchange

BOC International Holdings Limited

Bank of China Investment Management Co., Ltd.

BOC International (China) Co., Ltd.
BOC-Samsung Life Ins. Co., Ltd.
China Banking and Insurance Regulatory Commission

The area including, for the purpose of this report, the
branches of Henan, Hubei, Hunan, Guangdong, Shenzhen,
Guangxi and Hainan

The Company Law of PRC

China Securities Regulatory Commission



Domestic Preference Share

Eastern China

HKEX

Hong Kong Listing Rules

Hong Kong Stock Exchange

H Share

Huijin

Independent Director

MOF

Northeastern China

Northern China

Offshore Preference Share

PBOC
PRC
RMB
SAFE

SFO

SSE

Western China

Domestic preference share(s) in the preference share
capital of the Bank, with a nominal value of RMB100
each, which are traded on SSE (Stock Code: 360002,
360010)

The area including, for the purpose of this report, the
branches of Shanghai, Jiangsu, Suzhou, Zhejiang, Ningbo,
Anhui, Fujian, Jiangxi, Shandong and Qingdao

Hong Kong Exchanges and Clearing Limited

The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited

The Stock Exchange of Hong Kong Limited

Overseas-listed foreign investment share(s) in the ordinary
share capital of the Bank, with a nominal value of
RMB1.00 each, which are listed on the Hong Kong Stock
Exchange and traded in Hong Kong dollars (Stock Code:
3988)

Central Huijin Investment Ltd.

Independent director under the listing rules of SSE and the
Articles of Association, and independent non-executive
director under the Hong Kong Listing Rules

Ministry of Finance, PRC

The area including, for the purpose of this report, the
branches of Heilongjiang, Jilin, Liaoning and Dalian

The area including, for the purpose of this report, the
branches of Beijing, Tianjin, Hebei, Shanxi, Inner
Mongolia and the Head Office

Offshore preference share(s) in the preference share
capital of the Bank, with a nominal value of RMB100
each, which are listed on the Hong Kong Stock Exchange
and traded in US dollars (Stock Code: 4601)

The People’s Bank of China, PRC

The People’s Republic of China

Renminbi, the lawful currency of PRC

State Administration of Foreign Exchange, PRC

Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

The Shanghai Stock Exchange

The area including, for the purpose of this report, the
branches of Chongqing, Sichuan, Guizhou, Yunnan,
Shaanxi, Gansu, Ningxia, Qinghai, Tibet and Xinjiang
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Important Notice

The Board of Directors, the Board of Supervisors, directors, supervisors and senior management
members of the Bank warrant that the information in this report is authentic, accurate and
complete, contains no false record, misleading statement or material omission, and jointly and
severally accept full responsibility for the information in this report.

The 2018 Annual Report and Annual Results Announcement of the Bank have been reviewed
and approved at the meeting of the Board of Directors of the Bank held on 29 March 2019. The
number of directors who should attend the meeting is 14, with 14 directors attending the meeting
in person. All of the 14 directors of the Bank exercised their voting rights at the meeting. Some
supervisors and senior management members of the Bank attended the meeting as non-voting
attendees.

The 2018 financial statements prepared by the Bank in accordance with Chinese Accounting
Standards (“CAS”) and International Financial Reporting Standards (“IFRS”) have been
audited by Ernst & Young Hua Ming LLP and Ernst & Young in accordance with Chinese and
international auditing standards, respectively. Both auditors issued an unqualified opinion.

Chairman of the Board of Directors CHEN Siqing, President LIU Liange, and General Manager
of the Accounting and Information Department ZHANG lJianyou warrant the authenticity,
accuracy and completeness of the financial statements in this report.

The Board of Directors has recommended a final dividend on ordinary shares for 2018 of
RMBO0.184 per share (before tax), subject to the approval of the forthcoming Annual General
Meeting scheduled on 17 May 2019. No capitalisation of the capital reserve to share capital is
proposed in this profit distribution.

During the reporting period, there was no misappropriation of the Bank’s funds by its controlling
shareholder or other related parties for non-operating purposes and no material guarantee business
that violated the applicable regulations and procedures.

This report may contain forward-looking statements that involve risks and future plans. These
forward-looking statements are based on the Bank’s own information and information from other
sources that the Bank believes to be reliable. They relate to future events or the Bank’s future
financial, business or other performance and are subject to a number of factors and uncertainties
that may cause the actual results to differ materially. Any future plans mentioned do not
constitute a substantive commitment by the Bank to its investors. Investors and people concerned
should be fully aware of the risks and understand the differences between plans, forecast and
commitment.

The Bank is faced with risks arising from changes in the macroeconomic environment and from
political and economic conditions in different countries and regions as well as risks arising
from its day-to-day operations, including the risk arising from changes in the creditworthiness
of borrowers, adverse changes in market prices and operational risk. It shall at the same time
meet regulatory and compliance requirements. The Bank actively adopts adequate measures to
effectively manage all types of risks. Please refer to the section “Management Discussion and
Analysis — Risk Management” for details.



Financial Highlights
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Note: The financial information in this report has been prepared in accordance with IFRS'. The data are presented in
RMB and reflect amounts related to the Group, unless otherwise noted.

Unit: RMB million

Note 2018 2017 2016 2015 2014
Results of operations
Net interest income 359,706 338,389 306,048 328,650 321,102
Non-interest income 2 144,100 145,372 179,608 145,262 135,226
Operating income 503,806 483,761 485,656 473,912 456,328
Operating expenses (176,979) | (173,859)| (175,069) (185,401)| (177,788)
Impairment losses on assets (99,294) (88,161) (89,072) (59,274) (48,381)
Operating profit 227,533 221,741 221,515 229,237 230,159
Profit before income tax 229,643 222,903 222,412 231,571 231,478
Profit for the year 192,435 184,986 184,051 179,417 177,198
Profit attributable to equity holders
of the Bank 180,086 172,407 164,578 170,845 169,595
Total dividend of ordinary shares N.A. 51,812 49,457 51,518 55,934
Financial position
Total assets 21,267,275 19,467,424 |18,148,889 16,815,597 (15,251,382
Loans, gross 11,819,272 10,896,558 | 9,973,362 | 9,135,860 | 8,483,275
Allowance for loan impairment losses 3 (303,781) | (252,254) | (237,716) | (200,665)| (188,531)
Investments 4 5,054,551 | 4,554,722 | 3,972,884 | 3,595,095 | 2,710,375
Total liabilities 19,541,878 17,890,745 116,661,797 [15,457,992 (14,067,954
Due to customers 14,883,596 13,657,924 (12,939,748 11,729,171 10,885,223
Capital and reserves attributable to
equity holders of the Bank 1,612,980 | 1,496,016 | 1,411,682 | 1,304,946 | 1,140,859
Share capital 294,388 294,388 294,388 294,388 288,731
Per share
Basic earnings per share (RMB) 0.59 0.56 0.54 0.56 0.61
Dividend per share (before tax, RMB) 5 0.184 0.176 0.168 0.175 0.19
Net assets per share (RMB) 6 5.14 4.74 4.46 4.09 3.70
Key financial ratios
Return on average total assets (%) 7 0.94 0.98 1.05 1.12 1.22
Return on average equity (%) 8 12.06 12.24 12.58 14.53 17.28
Net interest margin (%) 9 1.90 1.84 1.83 2.12 2.25
Non-interest income to operating income (%) 10 28.60 30.05 36.98 30.65 29.63
Cost to income ratio (calculated under
domestic regulations, %) 11 28.09 28.34 28.08 28.30 28.57
Capital ratios 12
Common equity tier 1 capital 1,488,010 @ 1,377,408 | 1,297,421 | 1,197,868 | 1,068,706
Additional tier 1 capital 109,524 105,002 103,523 103,159 72,923
Tier 2 capital 347,473 264,652 225,173 212,937 250,714
Common equity tier 1 capital adequacy
ratio (%) 1141 11.15 11.37 11.10 10.61
Tier 1 capital adequacy ratio (%) 12.27 12.02 12.28 12.07 11.35
Capital adequacy ratio (%) 14.97 14.19 14.28 14.06 13.87
Asset quality
Credit-impaired loans to total loans (%) 13 1.42 1.45 1.46 1.43 1.18
Non-performing loans to total loans (%) 14 1.42 1.45 1.46 1.43 1.18
Allowance for loan impairment losses to
non-performing loans (%) 15 181.97 159.18 162.82 153.30 187.60
Credit cost (%) 16 0.95 0.81 0.91 0.63 0.58
Allowance for loan impairment losses to
total loans (%) 17 3.07 2.77 2.87 2.62 2.68
Exchange rate
USD/RMB year-end central parity rate 6.8632 6.5342 6.9370 6.4936 6.1190
EUR/RMB year-end central parity rate 7.8473 7.8023 7.3068 7.0952 7.4556
HKD/RMB year-end central parity rate 0.8762 0.8359 0.8945 0.8378 0.7889




Notes:
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Starting on 1 January 2018, the Bank has applied the International Financial Reporting Standard No. 9 Financial
Instruments (IFRS 9), published by the International Accounting Standard Board, the comparative data of the
previous reporting period was not restated accordingly.

Non-interest income = net fee and commission income + net trading gains/(losses) + net gains/(losses) on financial
investments + other operating income.

Allowance for loan impairment losses = allowance for loans at amortised cost + allowance for loans at fair value
through other comprehensive income.

The investments of 2018 are presented under IFRS 9 which include financial assets at fair value through profit or
loss, financial assets at fair value through other comprehensive income and financial assets at amortised cost. The
comparative data of the previous reporting period was not restated accordingly.

Dividend per share is the dividend per ordinary share distributed to ordinary shareholders.

Net assets per share = (capital and reserves attributable to equity holders of the Bank at year-end — other equity
instruments) + number of ordinary shares in issue at year-end.

Return on average total assets = profit for the year + average total assets x 100%. Average total assets = (total
assets at the beginning of the year + total assets at year-end) + 2.

Return on average equity = profit attributable to ordinary shareholders of the Bank + weighted average capital and
reserves attributable to ordinary shareholders of the Bank x 100%. Calculation is based on No. 9 Preparation and
Reporting Rules of Information Disclosure of Public Offering Companies — Calculation and Disclosure of Return
on Average Equity and Earnings per Share (Revised in 2010) (CSRC Announcement [2010] No. 2) issued by the
CSRC.

Net interest margin = net interest income + average balance of interest-earning assets x 100%. Average balance is
average daily balance derived from the Bank’s management accounts (unaudited).

Non-interest income to operating income = non-interest income + operating income x 100%.

Cost to income ratio is calculated in accordance with the Measures of the Performance Evaluation of Financial
Enterprises (Cai Jin [2016] No. 35) formulated by the MOF.

The capital ratios are calculated under the advanced approaches and in accordance with Capital Rules for
Commercial Banks (Provisional) (Y.J.H.L. [2012] No. 1).

Credit-impaired loans to total loans = credit-impaired loans at year-end + total loans at year-end x 100%. Total
loans are exclusive of accrued interest when it is used to calculate credit-impaired loans to total loans.

Non-performing loans to total loans = non-performing loans at year-end + total loans at year-end x 100%. Total
loans are exclusive of accrued interest when it is used to calculate non-performing loans to total loans.

Allowance for loan impairment losses to non-performing loans = allowance for loan impairment losses at year-
end + non-performing loans at year-end x 100%. Total loans are exclusive of accrued interest when it is used to
calculate allowance for loan impairment losses to non-performing loans.

Credit cost = impairment losses on loans + average balance of loans x 100%. Average balance of loans = (balance
of loans at the beginning of the year + balance of loans at year-end) + 2. Total loans are exclusive of accrued
interest when it is used to calculate credit cost.

Allowance for loan impairment losses to total loans = allowance for loan impairment losses at year-end + total
loans at year-end x 100%. Calculation is based on the data of the Bank’s domestic institutions. Total loans are
exclusive of accrued interest when it is used to calculate allowance for loan impairment losses to total loans.
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Message from the Chairman

In this beautiful and vigorous spring season, I am pleased to present our 2018 annual results
to the shareholders of the Bank and the public. According to International Financial Reporting
Standards, the Group achieved a profit for the year of RMB192.4 billion, a year-on-year increase
of 4.03%, and a profit attributable to equity holders of the Bank of RMB180.1 billion, a year-
on-year increase of 4.45%. The ratio of non-performing loans was 1.42%, down 0.03 percentage
point from the prior year-end. The allowance for loan impairment losses to non-performing loans
was up 22.79 percentage points to 181.97% from a year earlier. The Board of Directors has
proposed a dividend of RMBO0.184 per ordinary share for 2018, pending approval by the Annual
General Meeting to be held in May 2019.

In 2018, guided by the Xi Jinping Thought on Socialism with Chinese Characteristics for a New
Era, we formulated a new development strategy for the Bank, persistently enabled advancement
through technology, drove development through innovation, delivered performance through
transformation and enhanced strength through reform, in an effort to build BOC into a world-
class bank in the new era. In the past year, we adhered to the general principle of pursuing
progress while ensuring stability, focused on serving the supply-side structural reform, and
pushed ahead with work related to serving the real economy, preventing and mitigating risks, and
deepening reform and innovation. By advancing the implementation of our development strategy,
the Bank made a promising start on its journey towards building a world-class bank in the new
era.

We actively improved the quality and efficiency in serving the real economy. The Group’s
total loans and advances to customers during the year increased by RMB922.714 billion over the
end of the previous year, providing a wellspring of capital for the real economy. We continued to
adjust and refine our credit structure, with new loans mainly granted to improve the weak links
in infrastructure and to strategic emerging industries. We resolutely carried out the spirit of the
symposium on private enterprises, taking the initiative to issue the Twenty Provisions of BOC
on Supporting Private Enterprises. We enhanced the interaction of investment, loans and bonds,
and strictly controlled loan pricing and service charges to make financing more accessible and
affordable for micro and small-sized enterprises. Our loans of inclusive finance increased by
12.26 %, a higher growth rate than the bank-wide average.

We actively served the supply-side structural reform. We took firm steps to cut overcapacity,
reduce excess inventory, assist with deleveraging, lower costs and strengthen areas of weakness,
and our balance of loans to industries with overcapacity continued to fall. We actively practiced
the concept of “lucid waters and lush mountains are invaluable assets”, and our ratio of green
credit steadily increased. We pushed ahead with “deleveraging” in a proactive and appropriate
manner, and helped high-potential enterprises facing temporary financial challenges to survive
their difficulties. In the past year, we carried out market-based debt-for-equity swaps with a total
volume of RMB43.9 billion. Upholding the belief that houses are for living, not speculation, we
earnestly implemented the housing finance policies and strictly carried out differentiated credit
policies.
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We strongly prevented and mitigated risks. We sticked to a “bottom line thinking” approach,
better combined risk prevention and mitigation with serving the real economy, and consistently
reinforced the “three lines of defence” in risk management. We stepped up the efforts of risk
mitigation, with domestic branches disposing RMB152.5 billion of non-performing assets last
year. We worked hard to perfect our internal risk control system, launched a compliance file
system for all employees and established the internal control and compliance assessment system.
We improved our management system and mechanism for consumer protection, resulting
in our regulatory rating improving for two consecutive years. We thoroughly executed the
requirement to straighten out banking market disorders, stepped up corrective measures and
improved the internal control system. We also optimised the Group’s institutional system for anti-
money laundering, counterterrorism and sanction compliance and strengthened the anti-money
laundering system. The Bank ranked first in the PBOC’s rating of domestic commercial banks for
anti-money laundering work.

We earnestly served China’s all-round opening up. We consistently provided financial
services for the Belt and Road Initiative, and had accumulatively granted more than USD130.0
billion credit for projects along the Belt and Road, while maintaining sound asset quality.
We held two Belt and Road International Financial Exchange & Cooperation Seminars for
four Central and Eastern European countries and nine African countries, in a bid to deepen
the economic and trade cooperation and people-to-people exchanges between China and
those countries. We actively served the first China International Import Expo (CIIE), held the
Exhibitor-Businessman Supply-Demand Matchmaking Conference, and facilitated the reaching of
1,258 intentions of cooperation.

We diligently performed targeted poverty alleviation. We earnestly acted on the decisions and
deployments made by the CPC Central Committee and the State Council in order to win the tough
battle against poverty, and made all-out efforts in poverty alleviation. We continuously increased
our input of financial resources, with our poverty alleviation loans increasing by 23% for the
year to reach a balance of RMB62.4 billion. We actively brought together all kinds of resources
at home and abroad to engage in poverty alleviation. The Bank assigned 1,550 management
personnel to four impoverished counties in Xianyang, Shaanxi, as well as to 1,052 impoverished
villages across the rest of the country, and provided RMB115 million gratuitous capital to them.

Keeping abreast with the times and pressing ahead resolutely, we pushed forward the
building of a world-class bank in the new era with solid steps.

Technology played a larger role in enabling advancement and digitalised development
accelerated. With mobile banking, transaction banking and smart counter as carriers, we
accelerated the digitalisation across the whole Bank. The number of subscribers to our
mobile banking business exceeded 140 million and transaction volume exceeded RMB20
trillion, with customer experience and market reputation significantly improved. We
completed the three platforms of private cloud, big data and Al, and put into use a string
of key projects including the intelligent investment advisor, smart customer service, smart
risk control and quantitative transaction. The integration and transformation of overseas
information systems was successfully completed, thus achieving unified systems, centralised
deployments and integrated operation around the globe.
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—Innovation-driven development yielded abundant results and the product and service
foundation was continuously consolidated. We steadily promoted the establishment of a
three-level innovation system, set up the Innovation and Product Management Committee
under the Executive Committee, and formed the first Head-Office-level innovation R&D
base in Singapore. A series of our star products were well received in the market, including
the “BOC Wealth Accumulator”, “Personal Deposit” and “BOC Robot Advisor’. We
launched a campaign to expand our merchant customer base, which secured more than 956
thousand of new customers and helped to drive an increase in personal deposits and financial
assets of RMB30.0 billion and RMB52.7 billion respectively.

Performance through transformation resulted in solid progress and ability of value
creation capacity continued to improve. We made special efforts to optimise our business
structure, with the contribution of personal banking operating revenue of the Group further
increasing. Our capital-light businesses developed rapidly, including global businesses
on behalf of customers and debt capital market. We accelerated the development of our
global products and worldwide coordinated marketing, thus further enhancing business
globalisation. We commenced the preparation for a wealth management subsidiary and
BOC financial leasing, deepening our provision of comprehensive services. We also moved
steadily ahead with our capital replenishment program and issued RMBS80.0 billion of tier 2
capital bonds.

“Enhancing strength through reform” was implemented across the Bank, alongside
a constant flow of reforming drive and vigorous development. Taking into account the
different characteristics of our primary-level outlets, overseas organisations, comprehensive
operation companies and Head Office departments, we established differentiated
management measures to further optimise the Group’s management and control mechanism.
We pushed forward the reform of the Head Office’s organisational structure in an
appropriate manner, and improved the management model for inclusive finance, transaction
banking and comprehensive operations. We improved our incentive and restraint mechanism
by intensifying market benchmarking and placing greater emphasis on value creation.
We actively sought out and cultivated excellent young management personnel, hosted
training classes of the “Hundred-Talent Programme” and the “Sailing Programme”, placed
management personnel of different age groups in appropriate positions, and encouraged
them to work in areas with challenging conditions and on the frontline. We carefully
practiced the CPC’s mass line, held the first employees’ work meeting in BOC’s history, and
continuously motivated our employees to work with passion and vitality.

Guided by our development strategy, the Bank’s operation management reached a new level.
First, our operating revenues exceeded RMBS500.0 billion for the first time, recording the highest
profits of recent years. Second, the allowance for loan impairment losses exceeded RMB107.0
billion, demonstrating enhanced ability to offset risk. Third, our capital adequacy ratio continued
to rise, with our tier 1 capital ranking 3rd among the top 1000 banks worldwide, up one spot
from the previous year. Fourth, our per-capita and per-outlet profits kept increasing. More
importantly, these new achievements in operation management strongly invigorated the morale of
our management personnel and employees. We believe that BOC will reach still greater heights
as our development strategy is further implemented.
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In 2018, the Bank completed the changes of some directors in accordance with relevant laws,
regulations and the Articles of Association. Mr. LIU Liange began to serve as Vice Chairman and
Executive Director of the Bank; Mr. WU Fulin and Mr. LIN Jingzhen began to serve as Executive
Directors of the Bank; and Mr. LIAO Qiang and Mr. JIANG Guohua began to serve as Non-
executive Director and Independent Director of the Bank respectively. On behalf of the Board
of Directors, I would like to extend my warm welcome to the new directors and my heartfelt
gratitude to Mr. REN Deqi, Mr. ZHANG Qingsong, Mr. ZHANG Xiangdong and Mr. Nout
WELLINK, who have ceased to serve as Directors of the Bank, for their contributions to BOC’s
reform and development.

The world today is faced with profound changes, never seen before in the past century. The
external environment for the banking industry has become more severe and complicated.
Following the Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era, BOC
will adhere to the general spirit of seeking progress while maintaining stability and complete the
work of deepening supply-side structural reform in the financial sector. We will maintain our
strategic resolve, implement our strategy at still deeper levels, improve our financial services
offering and prevent financial risks, with the aim of laying a decisive foundation to achieve our
goals in the first stage of our strategy and celebrate the 70th anniversary of the founding of the
People’s Republic of China by delivering outstanding performance.

CHEN Siqing
Chairman
29 March 2019
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Message from the President

2018 marked the first year for Bank of China to implement its new development strategy. With
the aim of building BOC into a world-class bank in the new era, we advanced our work on all
fronts by persistently enabling advancement through technology, driving development through
innovation, delivering performance through transformation and enhancing strength through
reform, and therefore achieved solid performance in the year.

At the end of 2018, the Group’s total assets stood at RMB21.27 trillion, its total liabilities
amounted to RMB19.54 trillion and the equity attributable to shareholders of the Bank was
RMB1.61 trillion according to International Financial Reporting Standards, representing an
increase of 9.25%, 9.23% and 7.82% respectively from the prior year-end. The Group achieved a
profit for the year of RMB192.4 billion, a year-on-year increase of 4.03%. The Bank’s common
equity tier 1 capital adequacy ratio, tier 1 capital adequacy ratio and capital adequacy ratio stood
at 11.41%, 12.27% and 14.97% respectively, all meeting regulatory requirements.

In 2018, the Bank actively responded to changes in the external environment, and achieved
steady growth. First, our operating income saw a continued increase. The Group’s operating
income reached RMB503.806 billion, up 4.14% year on year. Second, our operating efficiency
improved steadily. The Group’s cost-to-income ratio was 28.09%, down (.25 percentage point
from the previous year. Third, our business structure was constantly improved. The contribution
of personal banking operating revenue of the Group further increased. Overseas business
maintained favourable growth momentum, and unique strengths were continuously consolidated.
Notably, the Bank’s capacity to offset risk was significantly strengthened. The allowance for loan
impairment losses to non-performing loans reached 181.97%, an increase of 22.79 percentage
points compared with the previous year.

The Bank persistently enabled advancement through technology, and accelerated the
construction of a digital bank. The Bank continuously improved the functions of mobile
banking, with the volume of its mobile banking transactions exceeding RMB20 trillion. It
accelerated the development of an intelligent outlet service system by setting up smart counters
at all outlets and promoting mobile and cash-based smart counters, thus greatly improving
outlet productivity. It launched door-to-door account opening services for corporate customers,
shortening the handling time to 30 minutes. It established the “Cyber Defense” anti-fraud
platform based on big data and AI technology. The Bank completed the infrastructure of
distributed private cloud platform, big data platform, and AI platform to support business
innovation. It decisively advanced the construction of a “multi-region, multi-centre” IT
infrastructure, and put the Xi’an Cloud Centre into operation. Our technology service capacity
continued to improve, and our IT capacity grew 16.6% year on year. It ranked 2nd in the number
of FinTech invention patent applications in the global financial industry.

The Bank upgraded its products and services in order to drive development through
innovation. The number of new products increased 126% year on year, injecting new vitality
into our business development. The Bank participated in the construction of the financial module
of “single window” of the customs, and launched an innovative electronic collective letter of
guarantee service for customs duty payment. It handled the first batch of crude oil futures trading
and provided a package of related financial services, as well as completing operations for the
internationalisation of first batch of iron ore futures and the Pure Terephthalic Acid (PTA)
futures. The Bank released the intelligent investment advisory product “BOC Robot Advisor”,
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recording a transactions volume of RMBS5.7 billion. It issued the Railway e Card in an effort to
expand the scenarios in rail transport. In addition, the Bank launched an appointment service for
online foreign-currency withdrawal for personal customers. It put into operation an integrated
financial service platform for supply chain, as well as a cloud technology-backed payment
platform, thus boosting innovation in its product portfolios.

The Bank endeavoured to deliver performance through transformation with the aim of
supporting high-quality economic development. Relying on its leading advantages in global
operations, the Bank took the initiative to serve the country’s expansion of opening-up. It sped
up its efforts in free trade zones, becoming one of the first pilot banks in the free trade account
system of Hainan. It cooperated with China Foreign Exchange Trade System and took the lead
in launching the CFETS-BOC Traded bond index in Singapore. Steady progress was made in
its overseas regional management and network. Six Southeast Asian institutions were integrated
with BOCHK, the professional role of overseas business centres was strengthened, and the
intensive operation and management was gradually enhanced. The Bank pushed forward its
comprehensive services, strengthened effective synergy of commercial banking business with
securities, insurance, funds, and investment banking, providing its customers with efficient
package services. Thus its comprehensive operation maintained favourable growth momentum.
The Bank’s asset-light strategy yielded excellent results. The development of asset-light
businesses such as old-age pension accelerated, and the Group’s credit risk weight declined by
1.3 percentage points.

The Bank continuously improved its management mechanisms in order to enhance strength
through reform. The Bank developed plans for 11 key fields including information technology,
corporate finance, personal finance, financial markets, and global operations, and took solid
steps to implement the Group’s strategy. It reformed its incentive and constraint mechanism
and resource allocation mechanism so as to strengthen value creation. It improved its allocation
mechanism for staff costs to emphasise long-term performance, and implemented five-year
thorough personal appraisal for high-ranking employees. It steadily advanced the structural
reform of the Head Office, and refined the organisational structure of equity investment and
comprehensive service management, transaction banking, and inclusive finance. The Bank
improved the management mode and clarified the development strategies of its branches in
provincial capitals, thus enhancing the competitiveness of those institutions.

The Bank remained committed to prudent operations and strengthened risk management
on all fronts. The Group’s asset quality was basically stable during the year. Domestic branches
disposed of non-performing assets of RMB152.5 billion, and outstanding loans and outstanding
non-performing loans granted to industries with severe overcapacity decreased by RMB10.1
billion and RMB3.3 billion, respectively. The Europe-Africa collective approval centre was
established to strengthen the management and control of overseas credit risk. The Bank paid
close attention to market changes, took strong measures to deal with fluctuations in emerging
markets, strengthened daily monitoring and pre-warning of bonds, and intensified the proactive
management of market risk. It reinforced its anti-money laundering system, strengthened the
construction of branch-level monitoring and analytical centres, and consolidated the compliance
management of domestic and overseas institutions so as to comprehensively upgrade its level of
compliance in an all-round manner.
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In 2019, the Bank will earnestly implement the decisions and arrangements of the CPC
Central Committee and the State Council on economic and financial work, advance its
implementation of the development strategy, and strive to take our work to a new level. First,
we will dedicate ourselves to serving the real economy, moderately accelerate capital spending,
boost the development of inclusive finance, actively support private economy, increase efforts
to expand our customer base and liability business in a comprehensive manner, and thus
improve the quality and efficiency of our development. Second, we will focus on infrastructure
construction, solidifying the foundation of technology, products and services, and channels,
driving development through innovation, in order to sustain our development. Third, by
capitalising on our advantages and characteristics, we will push forward our global operations
and comprehensive services, and strengthen synergy and cohesion within the Group to enhance
coordination and efficiency. Fourth, we will guard against financial risks, and continuously
tighten comprehensive risk management, especially of credit risk, compliance and anti-money
laundering risk, internal control and operational risk, market risk and liquidity risk, firmly hold
the bottom line for compliance and risk management, in order to guarantee safe and prudent
operation.

Heading into my second year with the Bank, I would like to take this opportunity to extend my
gratitude to the Board of Directors and the Board of Supervisors for their guidance and support,
to all employees at home and abroad for their hard work, and to our investors and friends from
all sectors of society for their trust and support. In 2019, under the strong leadership of the
CPC Central Committee and the State Council, I will work with the management to earnestly
implement the decisions and plans of the Board of Directors, accept supervision from the Board
of Supervisors, be honest and pragmatic, and diligently carry out work with innovative spirit.
Together, we will strive hard with all our efforts to build BOC into a world-class bank in the new
era, and repay our customers, investors and society for their trust and support with exceptional
performance.

LIU Liange
President
29 March 2019
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Message from the Chairman of the Board of Supervisors

In 2018, the Board of Supervisors implemented new strategies and planned new moves with a
fresh mind-set and solid work style, in compliance with relevant laws and regulations, regulatory
requirements and the Articles of Association of the Bank, and in alignment with the Bank’s
overall reform and development, as well as strategy implementation. It diligently supervised the
duty performance, financial management, internal control and risk management, added a great
deal of insight and perspective to its work, and played a constructive supervisory role for the
Bank’s sound development.

During the past year, the Board of Supervisors fulfilled its supervisory duties in accordance with
the law. It carried out the supervision and assessment of the duty performance of directors and
senior management members in an orderly fashion, urged and guided them to diligently perform
their duties and raise the overall level of corporate governance. Focused on the Group’s strategic
goal and based on routine financial supervision, the Board of Supervisors conducted regular
review and reporting, deeply analysed the Bank’s operation and management action as well as
its strategy implementation, exercised solid supervision over strategy and finance, and presented
suggestions in a timely manner to the Board of Directors, the Senior Management and functional
departments on the issues requiring close attention. Firmly bearing in mind its responsibility for
risk supervision, the Board of Supervisors deepened the supervision of risk management and
internal control, devoted greater effort to enhance the focus, analysis and warning of it. It urged
the Board of Directors and the Senior Management to perform the duties of risk management and
internal control and hold the bottom line of preventing any systemic risks. Alongside its day-to-
day supervision, it gave full play to the supplementary function of special surveys. Targeting key
topics in strategy implementation, the Board of Supervisors organised special surveys, delved
into the root causes, and held extensive discussions regarding suggestions for countermeasures. It
provided comprehensive analysis and targeted opinions and suggestions to the Board of Directors
and the Senior Management, making the supervision function more effective and promoting the
improvement of operation management. New methods were created to improve the interaction
and communication between the directors and supervisors, thus optimising governance system
synergies. The Board of Supervisors also deepened the coordinated supervision, information
sharing and interactive training with the auditing and inspection departments in order to make the
supervision function more cost-effective and efficient.

Over the past year, the Board of Supervisors comprehensively fulfilled the requirement of strict
governance over the Party organisations and consolidated the foundation of the supervision
function. It organised workshops around its activities and discussed how to improve its
performance in light of the current circumstances and the Bank’s strategy implementation. It
organised training courses for supervisors to enhance their professional competence and duty
performance capability. All members of the Board of Supervisors carefully fulfilled their duties
and actively contributed their opinions to the implementation of the Bank’s strategy. The Board
of Directors and the Senior Management paid close attention and gave strong support to the work
of the Board of Supervisors, carefully studied relevant supervisory reminders it issued, and made
corrections and improvements accordingly, so as to perfect the Bank’s operation management.
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In the past year, the Board of Supervisors successfully completed changes to its membership
according to related laws, regulations and the Articles of Association of the Bank. Mr. WANG
Xueqgiang, Mr. DENG Zhiying, Mr. GAO Zhaogang and Ms. XIANG Xi ceased to serve as
supervisors of the Bank, while Mr. WANG Zhiheng, Mr. LI Changlin and Mr. LENG Jie began
to serve as supervisors of the Bank. On behalf of the Board of Supervisors, I would like to take
this opportunity to express my deep gratitude to Mr. WANG Xueqiang, Mr. DENG Zhiying,
Mr. GAO Zhaogang and Ms. XIANG Xi for their efforts and contributions to the Bank during
their terms, and extend my warm welcome to Mr. WANG Zhiheng, Mr. LI Changlin and
Mr. LENG Jie as new members of the Board of Supervisors.

In 2019, the Board of Supervisors will continue to perform the duties endowed by the Articles
of Association, centred on the Bank’s strategic goal of “Building a World-class Bank in the New
Era”. Focused on the supervision of duty performance, financial management, internal control
and risk management, it will intensify its supervision and assessment of strategy implementation,
play an active supervisory and advisory role, and make new contributions to the Bank’s sustained
and sound development.

WANG Xiquan
Chairman of the Board of Supervisors
29 March 2019
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Management Discussion and Analysis

FINANCIAL REVIEW
Economic and Financial Environment

In 2018, the global economy continued its overall recovery, albeit with weakened growth
momentum and less consistent growth patterns. The US economic recovery recorded solid gains,
but showed signs of slowing down. The Eurozone’s economic recovery weakened, and the
Japanese economy experienced more fluctuations. The UK economy continued to grow at a slow
pace, while remaining exposed to the uncertainties brought about by Brexit. The performance of
emerging economies continued to diverge. In addition, the growth of international trade in goods
slowed down and international direct investment aggregates decreased.

International financial markets experienced large fluctuations. The US Federal Reserve raised
interest rates four times and kept reducing its balance sheet, the European Central Bank ceased
its asset purchase programme, and the central banks of many emerging economies hiked interest
rates. As a result, global liquidity tightened. In addition, the US Dollar Index rose, the euro and
the British pound fell against the US dollar, and the currencies of some emerging economies
rebounded after a sharp drop. The stock markets of major economies reached a high point and
then declined, while commodity prices fell due to concerns over trade tensions, Fed rate increases
and the possible peaking of the economic cycle.

The Chinese economy remained stable, and its structure continued to be optimised. The services
industry maintained a steady and rapid growth and consumption played a greater role in driving
economic growth. The balance of payments was generally balanced and the price situations kept
steady. In 2018, China’s gross domestic product (GDP) increased by 6.6%, with the consumer
price index (CPI) rising by 2.1%. Total retail sales of consumer goods (TRSCGQG) increased by
9.0%, and total fixed asset investments (TFAI) grew by 5.9%.

The Chinese government implemented a prudent monetary policy. Adhering to the fundamental
requirement that the financial sector should serve the real economy, it strengthened financial
support in this regard, especially for micro and small-sized enterprises and private enterprises.
In general, financial markets operated smoothly. Market liquidity was kept at a reasonable and
adequate level, financial institution loans grew fairly rapidly and RMB exchange rates remained
basically stable and more flexible. The outstanding broad money supply (M2) grew by 8.1%
year on year. The outstanding RMB loans increased by RMB16.2 trillion, RMB2.6 trillion more
than that of the prior year. The outstanding all-system financing aggregates was RMB200.8
trillion, an increase of 9.8% compared with the prior year. Bond issuance expanded to a total of
RMBA43.1 trillion, an increase of 7.5% compared with the prior year. The central parity rate of the
RMB against the USD fell by 4.8% compared with the prior year-end.
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China’s banking sector continued to operate in a sound manner. Banking institutions dedicated
themselves to serving the real economy, strived to prevent and mitigate financial risks and
constantly promoted China’s two-way opening up policy. Thanks to these comprehensive efforts,
each project yielded fruitful outcomes. It promoted the development of inclusive finance by
addressing the difficulties and high costs of financing for micro and small-sized enterprises
and the private enterprises. The banking sector continuously increased its efforts to tackle
financial markets disorders, to promote structural deleveraging and to reinforce risk prevention
and resolution in priority areas. It also vigorously advanced FinTech innovation and improved
service quality and efficiency. As at the end of 2018, the total assets of China’s banking industry
grew by 6.3% from the prior year-end to RMB268.2 trillion, while total liabilities increased by
5.9% to RMB246.6 trillion. Commercial banking institutions recorded an aggregate profit of
RMB1.83 trillion. Outstanding non-performing loans (NPLs) stood at RMB2.03 trillion, with an
NPL ratio of 1.83%.
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Income Statement Analysis

In 2018, the Group achieved a profit for the year of RMB192.435 billion, an increase of
RMB7.449 billion or 4.03% compared with the prior year. It realised a profit attributable to
equity holders of the Bank of RMB180.086 billion, an increase of RMB7.679 billion or 4.45%
compared with the prior year. Return on average total assets (ROA) was 0.94%, and return on
average equity (ROE) was 12.06%.

The principal components and changes of the Group’s consolidated income statement are set out

below:
Unit: RMB million, except percentages
Items 2018 2017 Change Change (%)
Net interest income 359,706 338,389 21,317 6.30%
Non-interest income 144,100 145,372 (1,272) (0.87%)
Including: net fee and commission income 87,208 88,691 (1,483) (1.67%)
Operating income 503,806 483,761 20,045 4.14%
Operating expenses (176,979) (173,859) (3,120) 1.79%
Impairment losses on assets (99,294) (88,161) (11,133) 12.63%
Operating profit 227,533 221,741 5,792 2.61%
Profit before income tax 229,643 222.903 6,740 3.02%
Income tax expense (37,208) (37,917) 709 (1.87%)
Profit for the year 192,435 184,986 7,449 4.03%
Profit attributable to equity holders
of the Bank 180,086 172,407 7,679 4.45%

A detailed review of the Group’s principal items in each quarter of 2018 is summarised in the
following table:

Unit: RMB million
For the three-month period ended

31 December 30 September 30 June 31 March

Items 2018 2018 2018 2018

Operating income 127,947 124,377 125,396 126,086
Profit attributable to equity holders

of the Bank 26,812 44,186 60,087 49,001

Net cash flow from operating activities 91,303 211,986 (23,613) 382,682
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Net Interest Income and Net Interest Margin

In 2018, the Group achieved a net interest income of RMB359.706 billion, an increase of
RMB21.317 billion or 6.30% compared with the prior year. The average balances' and average
interest rates of the major interest-earning assets and interest-bearing liabilities of the Group, as
well as the impact on interest income/expense of variances in the volume factor and the interest

factor?, are summarised in the following table:

Unit: RMB million, except percentages

Analysis of changes in interest

2018 2017 income/expense
Interest Interest Interest
Average income/ Average Average income/ Average Volume rate
Items balance expense interest rate balance expense interest rate factor factor Total
Interest-earning assets
Loans 11,107,013 469,098 4.22% 10,601,544 414,695 391% 19,764 34,639 54,403
Investments 4,497,016 144,326 321%  4.290,094 132,167 3.08% 6,373 5,786 12,159

Balances with central banks

and due from and placements with
banks and other financial institutions 3,282,457 74,476 221% 3,468,502 15,754 2.18% (4,056) 2,118 (1,278)

Total 18,886,486 687,900 3.64% 18,360,140 622,616 3.39% 22,081 43,203 65,284
Interest-bearing liabilities
Due to customers 14,072,677 229,998 1.63% 13,488,149 204,794 1.52% 8,885 16,319 25,204
Due to and placements from banks and
other financial institutions 3,042,646 76,478 251% 2934718 63,034 2.17% 2342 10,502 12,844
Bonds issued 580,755 21,718 3.74% 432,587 15,799 3.65% 5,408 11 5919
Total 17,696,078 328,194 1.85% 16,855,454 284,227 1.69% 16,635 27,332 43,967
Net interest income 359,706 338,389 5,446 15,871 21317
Net interest margin 1.90% 1.84% 6 Bps

Notes:

1 In 2018, investments include debt securities at fair value through other comprehensive income, debt securities at
amortised cost, investment trusts and asset management plans, etc. In the data of the previous reporting period,
investments included available-for-sale debt securities, held-to-maturity debt securities, debt securities classified
as loans and receivables, trading debt securities, debt securities designated at fair value through profit and loss,
investment trusts and asset management plans.

2 Balances with central banks and due from and placements with banks and other financial institutions include
mandatory reserves, surplus reserves, other placements with central banks and due from and placements with
banks and other financial institutions.

3 Due to and placements from banks and other financial institutions include due to and placements from banks and
other financial institutions, due to central banks and other funds.

4 For the calculation of net interest margin, the interest of financial assets and financial liabilities at fair value

through profit or loss under IFRS 9 is not recognised. Pursuant to the principle of matching returns with assets,
personal credit card instalment is now categorised under non-interest-earning assets.

Average balances are average daily balances derived from the Group’s management accounts (unaudited).

The impact on interest income/expense of variances in the volume factor is calculated based on the changes in
average balances of interest-earning assets and interest-bearing liabilities during the reporting period. The impact
on interest income/expense of variances in interest rate factor is calculated based on the changes in the average
interest rates of interest-earning assets and interest-bearing liabilities during the reporting period. The impact
relating to the combined changes in both the volume factor and the interest rate factor has been classified as
changes in interest rate factor.
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The average balances and average interest rates of domestic loans and due to customers, classified
by business type, are summarised in the following table:

Unit: RMB million, except percentages

2018 2017 Change
Average Average Average Average Average Average
Items balance interest rate balance interest rate balance interest rate
Domestic RMB businesses
Loans
Corporate loans 4,754,363 4.47% 4,500,691 4.40% 253,672 7 Bps
Personal loans 3,448,247 4.67 % 3,250,322 4.25% 197,925 42 Bps
Trade bills 165,797 4.47% 181,448 4.09% (15,651) 38 Bps
Total 8,368,407 4.55% 7,932,461 4.33% 435,946 22 Bps
Including:
Medium- and long-term loans 5,828,652 4.77% 5,446,487 4.53% 382,165 24 Bps
Short-term loans within 1 year and others 2,539,755 4.06% 2,485,974 3.90% 53,781 16 Bps
Due to customers
Corporate demand deposits 3,097,595 0.65% 2,914,497 0.62% 183,098 3 Bps
Corporate time deposits 2,254,006 2.77% 2,206,175 2.73% 47,831 4 Bps
Personal demand deposits 1,948,774 0.66% 1,798,631 0.62% 150,143 4 Bps
Personal time deposits 2,575,439 2.68% 2,629,645 2.11% (54,206) (3) Bps
Other 528,899 4.19% 374,257 3.77% 154,642 42 Bps
Total 10,404,713 1.79% 9,923,205 1.76% 481,508 3 Bps
Domestic foreign currency businesses Unit: USD million, except percentages
Loans 49,355 3.08% 51,280 2.47% (1,925) 61 Bps
Due to customers
Corporate demand deposits 45,065 0.62% 43,947 0.22% 1,118 40 Bps
Corporate time deposits 29,668 1.89% 22,550 1.33% 7,118 56 Bps
Personal demand deposits 27,047 0.05% 27,714 0.05% (667) -
Personal time deposits 19,125 0.63% 20,445 0.59% (1,320) 4 Bps
Other 2,002 2.30% 2,308 2.17% (306) 13 Bps
Total 122,907 0.83% 116,964 0.49% 5,943 34 Bps
Note:
1 “Due to customers — Other” includes structured deposits.
2 According to the principle of matching income and related assets, personal credit card instalment is classified as

non-interest-earning asset.

In 2018, the Group’s net interest margin was 1.90%, an increase of 6 basis points compared with
the prior year. Specifically, the net interest margin of its domestic RMB businesses was 2.11%,
an increase of 7 basis points compared with the prior year. Major factors that affected the Group’s
net interest margin include:

First, the Bank continuously improved its asset and liability structure. In response to changes
in the external environment, the Bank adjusted its existing assets and liabilities and efficiently
allocated their increments, resulting in continuous improvement to its asset and liability structure.
In 2018, the proportion of the average balance of domestic RMB medium- and long-term loans
to domestic RMB loans business increased by 0.99 percentage point compared with the prior
year. The proportion of the average balance of the domestic RMB demand deposits to domestic
RMB deposit business increased by 1.00 percentage point compared with the prior year.

Second, the PBOC reduced reserve requirement ratios. In 2018, the PBOC cut the reserve

requirement ratios four times, and the applicable RMB deposit reserve requirement ratio of the
Bank decreased compared with the prior year-end.
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Non-interest Income

In 2018, the Group reported a non-interest income of RMB144.100 billion®, a decrease of
RMB1.272 billion or 0.87% compared with the prior year. Non-interest income represented
28.60% of operating income.

Net Fee and Commission Income

The Group earned a net fee and commission income of RMB87.208 billion, a decrease of
RMB1.483 billion or 1.67% compared with the prior year. Net fee and commission income
represented 17.31% of operating income. This was primarily attributable to a decrease in income
from the wealth management business and agency insurance business of domestic commercial
banks compared to the prior year. At the same time, the Bank followed the trend of fast-paced
development of consumer finance, and realised a rapid increase in income from credit card
business and others.

Unit: RMB million, except percentages

Items 2018 2017 Change Change (%)
Group
Agency commissions 20,212 23,310 (3,098)  (13.29%)
Bank card fees 29,943 25,798 4,145 16.07%
Settlement and clearing fees 13,670 12,323 1,347 10.93%
Credit commitment fees 13,181 15,090 (1,909)  (12.65%)
Consultancy and advisory fees 3,534 5,615 (2,081)  (37.06%)
Spread income from foreign

exchange business 7,740 8,083 (343) (4.24%)
Custodian and other fiduciary service fees 3,597 3,527 70 1.98%
Other 8,120 7,054 1,066 15.11%
Fee and commission income 99,997 100,800 (803) (0.80%)
Fee and commission expense (12,789) (12,109) (680) 5.62%
Net fee and commission income 87,208 88,691 (1,483) (1.67%)
Domestic
Agency commissions 14,353 17,074 (2,721)  (15.94%)
Bank card fees 26,364 22,442 3,922 17.48%
Settlement and clearing fees 12,082 10,773 1,309 12.15%
Credit commitment fees 6,760 7,513 (753)  (10.02%)
Consultancy and advisory fees 3,331 5,415 (2,084)  (38.49%)
Spread income from foreign

exchange business 7,088 7,096 (8) 0.11%)
Custodian and other fiduciary service fees 3,474 3,421 53 1.55%
Other 4,384 4,194 190 4.53%
Fee and commission income 77,836 77,928 92) (0.12%)
Fee and commission expense (7,642) (7,200) (442) 6.14%
Net fee and commission income 70,194 70,728 (534) (0.76%)

3 In 2018 non-interest income includes the interest of financial assets and financial liabilities at fair value through

profit or loss under IFRS 9.
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Other Non-interest Income

The Group realised other non-interest income of RMB56.892 billion, an increase of
RMBO0.211 billion or 0.37% compared with the prior year. This was primarily attributable to
the following factors: (1) an increase in net gains from interest rate products compared with the
prior year following re-classification adjustments under IFRS 9; (2) the recognised gains on the
investment disposal for selling Chiyu Banking Corporation Limited in 2017;(3) a decrease in net
gains from foreign exchange derivatives trading compared with the prior year, affected by market
price fluctuations. Please refer to Notes V.3, 4, 5 to the Consolidated Financial Statements for
detailed information.

Operating Expenses

The Bank continued to operate its business in a prudent manner. It optimised and adjusted its
cost structure, enhanced investment in technological innovation, seized the market opportunities
arising from the Olympic Winter Games Beijing 2022, allocated greater resources to key areas,
business frontlines and overseas institutions, and made greater efforts to support mobile finance,
RMB internationalisation and the construction of smart service outlets. In 2018, the Group
recorded operating expenses of RMB176.979 billion, an increase of RMB3.120 billion or 1.79%
compared with the prior year. The Group’s cost to income ratio (calculated in accordance with
domestic regulations) was 28.09%, a decrease of 0.25 percentage point compared with the
prior year. Please refer to Notes V.6, 7 to the Consolidated Financial Statements for detailed
information.

Unit: RMB million, except percentages

Items 2018 2017 Change Change (%)
Staff costs 85,391 82,061 3,330 4.06%
General operating and

administrative expenses 42,768 41,235 1,533 3.72%
Depreciation and amortisation 13,451 13,667 (216) (1.58%)
Taxes and surcharges 4,744 4,676 68 1.45%
Insurance benefits and claims 17,008 22,607 (5,599) (24.77%)
Other 13,617 9,613 4,004 41.65%
Total 176,979 173,859 3,120 1.79%

Impairment Losses on Assets

The Bank continued to improve its comprehensive risk management system and adopted a
proactive and forward-looking risk management approach, thus ensuring a basically stable credit
asset quality. It stringently implemented a prudent risk provisioning policy and maintained an
adequate capacity for risk mitigation. In 2018, the Group’s impairment losses on loans and
advances totalled RMB107.905 billion, an increase of RMB23.880 billion or 28.42% compared
with the prior year. Please refer to the section “Risk Management — Credit Risk Management”
and Notes V.9, 17, VI.3 to the Consolidated Financial Statements for more information on loan
quality and allowance for loan impairment losses.
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Income Tax Expense

In 2018, the Group incurred income tax of RMB37.208 billion, a decrease of RMB0.709 billion
or 1.87% compared with the prior year. The Group’s effective tax rate was 16.20%, representing
a decrease of 0.81 percentage point compared with the prior year. This was primarily attributable
to an increase in bond investment, for which the Bank enjoyed a preferential rate of corporate
income tax. Please refer to Note V.10 to the Consolidated Financial Statements for the
reconciliation of statutory income tax expense to effective income tax expense.

Financial Position Analysis

As at the end of 2018, the Group’s total assets amounted to RMB21,267.275 billion, an increase
of RMB1,799.851 billion or 9.25% compared with the prior year-end. The Group’s total liabilities
amounted to RMB19,541.878 billion, an increase of RMB1,651.133 billion or 9.23% compared
with the prior year-end.

The principal components of the Group’s consolidated statement of financial position are set out
below:

Unit: RMB million, except percentages
As at 31 December 2018  As at 31 December 2017

Items Amount % of total Amount % of total
Assets
Loans and advances to customers, net 11,515,764 54.15% 10,644,304 54.68%
Investments 5,054,551 23.77 % 4,554,722 23.40%
Balances with central banks 2,331,053 10.96 % 2,227,614 11.44%
Due from and placements with banks and

other financial institutions 1,405,534 6.61 % 1,060,456 5.45%
Other assets 960,373 4.51% 980,328 5.03%
Total assets 21,267,275 100.00% 19,467,424 100.00%
Liabilities
Due to customers 14,883,596 76.16% 13,657,924 76.34%

Due to and placements from banks and
other financial institutions and

due to central banks 3,250,997 16.64 % 2,961,151 16.55%
Other borrowed funds 814,888 4.17% 529,756 2.96%
Other liabilities 592,397 3.03% 741,914 4.15%
Total liabilities 19,541,878 100.00% 17,890,745 100.00%

Notes: “Other borrowed funds” includes bonds issued and other borrowings.
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Loans and Advances to Customers

In line with China’s macroeconomic policies and the financial demands of the real economy,
the Bank rationally allocated credit extension and expanded its lending scale at a stable and
moderate pace. It continuously improved its credit structure, and proactively supported the
credit needs of key regions and industries. The Bank strictly controlled credit facilities granted
to industries characterised by high pollution, high energy consumption and overcapacity. It also
continued to implement a differentiated residential mortgage loan policy and steadily expanded
its personal loan business. As at the end of 2018, the Group’s loans and advances to customers
amounted to RMB11,819.272 billion, an increase of RMB922.714 billion or 8.47% compared
with the prior year-end. Specifically, the Group’s RMB loans and advances to customers totalled
RMB9,095.562 billion, an increase of RMB770.549 billion or 9.26% compared with the prior
year-end, while its foreign currency loans amounted to USD396.857 billion, an increase of
USD3.305 billion or 0.84% compared with the prior year-end. Please refer to Note V.17 to the
Consolidated Financial Statements for detailed information.

The Bank further improved its risk management, paid close attention to changes in the
macroeconomic situation, strengthened risk identification and management in key areas and made
greater efforts to dispose of non-performing assets (NPAs), thus maintaining a basically stable
asset quality. As at the end of 2018, the balance of the Group’s allowance for loan impairment
losses amounted to RMB303.781 billion, an increase of RMB51.527 billion compared with the
prior year-end. The balance of the Group’s restructured loans amounted to RMB10.002 billion, an
increase of RMB1.865 billion compared with the prior year-end.

Unit: RMB million, except percentages
As at 31 December 2018 As at 31 December 2017

Items Amount % of total Amount % of total

Corporate Loans 7,347,598 62.17% 6,972,701 63.99%

Personal Loans 4,440,085 37.57% 3,923,857 36.01%

Accrued interest 31,589 0.26 % N.A. N.A.

Total Loans 11,819,272 100.00% 10,896,558 100.00%
Investments

The Bank tracked financial market dynamics, increased its bond investments and continuously
improved its investment structure.

As at the end of 2018, the Group held investments of RMBS5,054.551 billion, an increase of
RMB499.829 billion or 10.97% compared with the prior year-end. Specifically, the Group’s
RMB investments totalled RMB3,978.636 billion, an increase of RMB447.963 billion or
12.69% compared with the prior year-end, while foreign currency investments totalled
USD156.766 billion, an increase of USD45 million or 0.03% compared with the prior year-end.
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The classification of the Group’s financial investment portfolio is shown below:

Unit: RMB million, except percentages

As at 31 December 2018 As at 31 December 2017

Items Amount % of total Amount % of total
Financial assets at fair value through profit or loss 370,491 7.33% 193,611 4.25%
Financial assets at fair value through other

comprehensive income 1,879,759 37.19% N.A. N.A.
Financial assets at amortised cost 2,804,301 55.48% N.A. N.A.
Investment securities available for sale N.A. N.A. 1,857,222 40.78%
Debt securities held to maturity N.A. N.A. 2,089,864 45.88%
Financial investments classified as

loans and receivables N.A. N.A. 414,025 9.09%
Total 5,054,551 100.00% 4,554,722 100.00%

Investments by Issuer Type

Unit: RMB million, except percentages

As at 31 December 2018 As at 31 December 2017
Items Amount % of total Amount % of total
Debt securities
Issuers in the Chinese mainland
Government 2,654,129 52.51% 2,403,536 52.77%
Public sectors and quasi-governments 84,304 1.67% 64,016 1.40%
Policy banks 484,992 9.59% 519,245 11.40%
Financial institutions 496,675 9.83% 322,827 7.09%
Corporates 191,690 3.79% 188,811 4.15%
China Orient Asset Management Corporation 153,627 3.04% 158,806 3.49%
Subtotal 4,065,477 80.43% 3,657,241 80.30%
Issuers in Hong Kong, Macao, Taiwan and
other countries and regions
Governments 366,602 7.25% 377,196 8.28%
Public sectors and quasi-governments 108,739 2.15% 92,211 2.02%
Financial institutions 174,719 3.46% 191,321 4.20%
Corporates 153,056 3.03% 115,164 2.53%
Subtotal 803,116 15.89% 775,892 17.03%
Equity instruments and others 185,958 3.68% 121,589 2.67%
Total 5,054,551 100.00% 4,554,722 100.00%

Note: “Equity instruments and others” includes accrual interest.
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Investments by Currency

Unit: RMB million, except percentages Unit: RMB million, except percentages
RMB 78.71% 3,978,636 RMB 77.52% 3,530,673
/ USD  14.64% 740,206 / USD 14.17% 645,339
‘— Other 2.83% 142,856 —— Other 424% 193,342

\ HKD 3.82% 192,853 \ HKD 4.07% 185,368

As at 31 December 2018 As at 31 December 2017

Top Ten Financial Bonds by Value Held by the Group

Unit: RMB million, except percentages

Bond Name Par Value  Annual Rate Maturity Date ~ Impairment Allowance
Bond issued by policy banks in 2016 15,363 2.65% 2019-10-20 -
Bond issued by policy banks in 2018 14,012 4.98% 2025-01-12 -
Bond issued by policy banks in 2017 12,662 3.88% 2020-04-19 -
Bond issued by policy banks in 2017 11,100 4.39% 2027-09-08 -
Bond issued by policy banks in 2017 9,729 3.54% 2020-01-06 -
Bond issued by policy banks in 2018 9,320 4.73% 2025-04-02 -
Bond issued by policy banks in 2017 9,309 3.98% 2020-04-19 =
Bond issued by policy banks in 2018 8,962 4.99% 2023-01-24 -
Bond issued by policy banks in 2014 8,566 5.44% 2019-04-08 -
Bond issued by policy banks in 2017 7,845 4.02% 2022-04-17 -

Note: Financial bonds refer to debt securities issued by financial institutions in the bond market, including the bonds
issued by policy banks, other banks and non-bank financial institutions, but excluding restructured bonds and
PBOC bills.

Due to Customers

The Bank aligned itself with the trend towards interest rate liberalisation, accelerated product
and service innovation and thus enhanced its financial services offering. As a result, its liability
business grew steadily. It further improved salary payment agency, payment collection and
other basic services, optimised the functions of personal certificates of deposit (CDs), steadily
expanded its administrative institution customer base and solidified its relationships with basic
settlement and cash management customers. As a result, it achieved steady growth in customer
deposits.
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As at the end of 2018, the Group’s due to customers amounted to RMB14,883.596 billion, an
increase of RMB1,225.672 billion or 8.97% compared with the prior year-end. Specifically,
the Group’s RMB due to customers totalled RMB11,256.454 billion, an increase of
RMB1,020.125 billion or 9.97% compared with the prior year-end, while its foreign currency due
to customers stood at USD528.491 billion, an increase of USD4.847 billion or 0.93%.

The principal components of due to customers of the Group and its domestic institutions are set

out below:
Unit: RMB million, except percentages
As at 31 December 2018  As at 31 December 2017
Items Amount % of total Amount % of total
Group
Corporate deposits
Demand deposits 4,178,962 28.08 % 3,955,206 28.96%
Time deposits 3,507,071 23.56 % 3,213,375 23.53%
Structured deposits 246,380 1.66% 215,193 1.58%
Subtotal 7,932,413 53.30% 7,383,774 54.07%
Personal deposits
Demand deposits 2,935,661 19.72% 2,613,409 19.13%
Time deposits 3,148,265 21.15% 3,060,245 22.41%
Structured deposits 338,544 2.28% 157,574 1.15%
Subtotal 6,422,470 43.15% 5,831,228 42.69%
Certificates of deposit 287,808 1.93% 377,460 2.76%
Others 240,905 1.62% 65,462 0.48%
Total 14,883,596 100.00% 13,657,924 100.00%
Domestic
Corporate deposits
Demand deposits 3,588,353 30.19% 3,368,630 31.05%
Time deposits 2,520,127 21.20% 2,361,406 21.76%
Structured deposits 229,768 1.93% 201,916 1.86%
Subtotal 6,338,248 53.32% 5,931,952 54.67%
Personal deposits
Demand deposits 2,312,488 19.45% 1,992,092 18.36%
Time deposits 2,685,026 22.59% 2,714,253 25.01%
Structured deposits 331,064 2.79% 155,076 1.43%
Subtotal 5,328,578 44.83 % 4,861,421 44.80%
Others 219,969 1.85% 58,045 0.53%
Total 11,886,795 100.00% 10,851,418 100.00%

Note: “Others” are inclusive of accrued interest in 2018.
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Due to Customers by Currency

Unit: RMB million, except percentages Unit: RMB million, except percentages

RMB 75.63% 11,256,454 RMB 74.95% 10,236,329
/ USD 11.53% 1,716,821 / USD 11.82% 1,614,422

HKD 7.90% 1,079,702

HKD 8.08% 1,202,357

\ Other 4.76% 707,964 \ Other 5.33% 727471

As at 31 December 2018 As at 31 December 2017

Equity

As at the end of 2018, the Group’s total equity stood at RMB1,725.397 billion, an increase of
RMB148.718 billion or 9.43% compared with the prior year-end. This was primarily attributable
to the following factors: (1) starting on 1 January 2018, the Group applied IFRS 9, which
caused total equity to decrease RMB35.417 billion; (2) in 2018, it realised a profit for the year
of RMB192.435 billion, among which the profit attributable to equity holders of the Bank was
RMB180.086 billion; (3) as per the 2017 profit distribution plan approved at the 2017 Annual
General Meeting, the Bank paid a cash dividend of RMB51.812 billion; (4) the Bank paid
a dividend on its preference shares of RMB6.791 billion. Please refer to the “Consolidated
Statement of Changes in Equity” in the Consolidated Financial Statements for detailed
information.

Off-balance Sheet Items

Off-balance sheet items include derivative financial instruments, contingent liabilities and
commitments, etc.

The Group entered into various derivative financial instruments relating to foreign currency
exchange rates, interest rates, equity, credit, precious metals and other commodities for trading,
hedging, asset and liability management and on behalf of customers. Please refer to Note V.16
to the Consolidated Financial Statements for the contractual/notional amounts and fair values of
derivative instruments.

Contingent liabilities and commitments include legal proceedings and arbitrations, assets
pledged, collateral accepted, capital commitments, operating leases, Treasury bonds redemption
commitments, credit commitments and underwriting obligations, etc. Please refer to Note V.41 to
the Consolidated Financial Statements for more detailed information on contingent liabilities and
commitments.
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Cash Flow Analysis

As at the end of 2018, the balance of the Group’s cash and cash equivalents was
RMB1,688.600 billion, an increase of RMB729.848 billion compared with the prior year-end.

In 2018, net cash flow from operating activities was an inflow of RMB662.358 billion, an
increase of RMB256.222 billion compared with the prior year. This was mainly attributable to
the increase in the net increase of balances with customer deposits and due to banks and other
financial institutions and a net decrease of balances with due to central banks, whereas it was a
net increase in the prior year.

Net cash flow from investing activities was an outflow of RMB182.493 billion, a decrease of
RMB322.597 billion compared with the prior year. This was mainly attributable to the increase of
proceeds from financial investment compared with the prior year.

Net cash flow from financing activities was an inflow of RMB229.337 billion, an increase of
RMB163.753 billion compared with the prior year. This was mainly attributable to the increase of
proceeds from issuance of bonds compared with the prior year.

Segment Reporting by Geography

The Group conducts its business activities in the Chinese mainland, Hong Kong, Macao, Taiwan
and other countries and regions. A geographical analysis of profit contribution and the related

assets and liabilities is set forth in the following table:

Unit: RMB million

Hong Kong, Other countries and
Chinese mainland Macao and Taiwan regions Elimination Group
Items 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Net interest income 303,945 284930 38,831 37,745 16,930 15,714 - - 359,706 338389
Non-interest income 89,099 85774 51143 57401 6,647 6,856 (2,789)  (4,659) 144,100 145372
Including: net fee and

commission income 70,194 70,728 14,083 15,073 4,367 4336 (1436)  (1,446) 87208 88,691
Operating expenses (131,958) (126,351)  (39,956)  (43,172)  (6,967)  (6,265) 1,902 1,929 (176,979) (173,859)
Impairment losses on assets (98,872)  (85,286) (1,114) (1,722) 692 (1,153) - - (99,294)  (88,161)
Profit before income tax 162,224 159,067 51,004 51414 17,302 15,152 (887)  (2,730) 229,643 222,903
As at the year-end
Assets 16,932,306 15,503,536 4,197,031 3,534,044 2,009,680 1,911,087 (1,871,742) (1,481,243) 21,267,275 19,467,424
Liabilities 15,625,811 14,285,717 3,844,519 3235718 1,943,129 1,850,392 (1,871,581) (1,481,082) 19,541,878 17,890,745

As at the end of 2018, total assets* of the Bank’s Chinese mainland segment amounted to
RMB16,932.306 billion, an increase of RMB1,428.770 billion or 9.22% compared with the prior
year-end, representing 73.18% of the Group’s total assets. In 2018, this segment recorded a profit
before income tax of RMB162.224 billion, an increase of RMB3.157 billion or 1.98% compared
with the prior year, representing 70.37% of the Group’s profit before income tax for the year.

4 The figures for segment assets, segment profit before income tax and their respective proportions are prior to

intragroup elimination.
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Total assets of the Hong Kong, Macao and Taiwan segment amounted to RMB4,197.031 billion,
an increase of RMB662.987 billion or 18.76% compared with the prior year-end, representing
18.14% of the Group’s total assets. In 2018, this segment recorded a profit before income tax
of RMB51.004 billion, a decrease of RMB0.410 billion or 0.80% compared with the prior year,
representing 22.12% of the Group’s profit before income tax for the year.

Total assets of the other countries and regions segment amounted to RMB2,009.680 billion,
an increase of RMB98.593 billion or 5.16% compared with the prior year-end, representing
8.68% of the Group’s total assets. In 2018, this segment recorded a profit before income tax of
RMB17.302 billion, an increase of RMB2.150 billion or 14.19% compared with the prior year,
representing 7.51% of the Group’s profit before income tax for the year.

Please refer to the section “Business Review” for more detailed information on the Group’s
business segments.

Critical Accounting Estimates and Judgements

The Bank makes accounting estimates and judgements that affect the reported amounts of
assets and liabilities of the next financial year. These estimates and judgements are continually
evaluated and are based on historical experience, expectations of future events that are believed
to be reasonable under the circumstances and other factors. The management believes that the
accounting estimates and judgements have properly reflected the Bank’s operating environment.
Please refer to Notes II and III to the Consolidated Financial Statements for more detailed
information related to the Bank’s accounting policies and accounting estimates.
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Fair Value Measurement

Movement of Financial Instruments Measured at Fair Value

Unit: RMB million

As at As at Impact
31 December 31 December Change on profit
Items 2018 2017  inthe year  for the year
Financial assets at fair value through profit or loss
Debt securities 273,447 168,399 105,048
Loans N.A. 5,493 N.A. (164)
Equity instruments 47,061 8,029 39,032
Fund investments and other 49,983 11,690 38,293
Loans and advances to customers 227,643 N.A. N.A. 739
Financial assets at fair value through other
comprehensive income
Debt securities 1,862,232 N.A. N.A. 46
Equity instruments and other 17,527 N.A. N.A.
Investment securities available for sale
Debt securities N.A. 1,769,758 N.A.
Equity instruments N.A. 38,694 N.A. N.A.
Fund investments and other N.A. 48,770 N.A.
Derivative financial assets 124,126 94912 29,214 6
Derivative financial liabilities (99,254) (111,095) 11,841
Due to and placements from banks and
other financial institutions at fair value (876) (1,246) 370 (6)
Due to customers at fair value (24,141) (372,767) 348,626 -
Bonds issued at fair value (20,517) (1,907) (18,610) 41)
Short position in debt securities (14,327) (17,219) 2,892 (35)

The Bank has put in place a sound internal control mechanism for fair value measurement.
In accordance with the Guidelines on Market Risk Management in Commercial Banks, the
Regulatory Guidelines on Valuation of Financial Instruments in Commercial Banks, CAS and
IFRS, with reference to the New Basel Capital Accord, and drawing on the best practices of
leading international banks regarding valuations, the Bank formulated the Valuation Policy
of Financial Instrument Fair Values of Bank of China Limited to standardise the fair value
measurement of financial instruments and enable timely and accurate financial information
disclosure. Please refer to Note VI.6 to the Consolidated Financial Statements for more detailed
information related to the fair value measurement.

Other Financial Information
There are no differences in the equity and profit for the year of the Group prepared in accordance

with IFRS to those prepared in accordance with CAS. Please refer to Supplementary Information
I to the Consolidated Financial Statements for detailed information.
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BUSINESS REVIEW

Operating income for each line of business of the Group is set forth in the following table:

Unit: RMB million, exce

pt percentages

2018 2017

Items Amount % of total Amount % of total
Commercial banking business 462,355 91.77 % 436,251 90.18%
Including: Corporate banking business 211,365 41.96 % 204,509 42.27%
Personal banking business 173,531 34.44% 159,197 32.91%

Treasury operations 77,459 15.37% 72,545 15.00%

Investment banking and insurance 25,524 5.07% 31,622 6.54%
Others and elimination 15,927 3.16% 15,888 3.28%
Total 503,806 100.00% 483,761 100.00%

A detailed review of the Group’s principal deposits and loans is summarised in the following table:

Unit: RMB million

As at As at As at
31 December 31 December 31 December
Items 2018 2017 2016
Corporate deposits
Domestic: RMB 5,884,433 5,495,494 5,213,790
Foreign currency 453,815 436,458 378,368
Hong Kong, Macao, Taiwan and
overseas operations 1,594,165 1,451,822 1,401,055
Subtotal 7,932,413 7,383,774 6,993,213
Personal deposits
Domestic: RMB 5,026,322 4,551,168 4,349,300
Foreign currency 302,256 310,253 342,045
Hong Kong, Macao, Taiwan and
overseas operations 1,093,892 969,807 869,441
Subtotal 6,422,470 5,831,228 5,560,786
Corporate loans
Domestic: RMB 5,057,654 4,761,874 4,496,888
Foreign currency 280,878 338,379 336,294
Hong Kong, Macao, Taiwan and
overseas operations 2,009,066 1,872,448 1,735,787
Subtotal 7,347,598 6,972,701 6,568,969
Personal loans
Domestic: RMB 3,933,840 3,481,682 2,983,945
Foreign currency 1,177 1,250 1,381
Hong Kong, Macao, Taiwan and
overseas operations 505,068 440,925 419,067
Subtotal 4,440,085 3,923,857 3,404,393
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Commercial Banking
Domestic Commercial Banking

The Bank is dedicated to three missions: serving the real economy, preventing financial risks,
and deepening financial reform. It continued to seek progress while maintaining stability
in its business and pushed forward the implementation of its development strategy. Each
business sector realised moderate growth, and the overall operating profit maintained its steady
progress. In 2018, the domestic commercial banking business achieved an operating income of
RMB387.243 billion, an increase of RMB21.773 billion or 5.96% compared with the prior year.
Details are summarised in the table below:

Unit: RMB million, except percentages

2018 2017
Items Amount % of total Amount % of total
Corporate banking business 183,739 47.45% 177,868 48.67%
Personal banking business 153,589 39.66 % 141,296 38.66%
Treasury operations 47,855 12.36% 42,379 11.60%
Other 2,060 0.53% 3,927 1.07%
Total 387,243 100.00 % 365,470 100.00%

Corporate Banking

The Bank made great efforts to expedite the transformation of its corporate banking
business. It further consolidated its corporate customer base, continuously optimised its
customer and business structure and improved its global service capabilities for its corporate
banking customers, thus achieving steady development in its corporate banking business.
In 2018, the Bank’s domestic corporate banking business realised an operating income of
RMB183.739 billion, an increase of RMB5.871 billion or 3.30%.

Corporate Deposits

The Bank achieved stable growth in corporate deposits by seizing business opportunities arising
from key industries, continuously improving its product functions and strengthening marketing
efforts for its settlement and cash management products. It expanded its corporate customer base
by improving the hierarchical management of its customers and its service system. The Bank
managed to attract more administrative institutional customers by improving its products and
services for those engaged in industries relating to public finance and social security, education
and public health, thus achieving rapid growth in deposits from such institutions. It also actively
sought out customers along the upstream and downstream of supply chains and industrial chains
in order to achieve higher growth in potential customer deposits. In addition, the Bank enhanced
the service functions of its outlets so as to improve their customer service capabilities and
increase their contribution to the Bank’s deposits.
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As at the end of 2018, RMB corporate deposits in the Bank’s domestic operations totalled
RMBS5,884.433 billion, an increase of RMB388.939 billion or 7.08% compared with the prior
year-end. Foreign currency corporate deposits amounted to USD66.123 billion, a slight decrease
of USDO0.673 billion or 1.01% compared with the prior year-end.

Corporate Loans

The Bank continued to strengthen its support for the real economy. It deeply implemented the
requirements on supply-side structural reform, actively supported key investment fields and
assisted in the transformation and upgrading of the domestic economy. It provided stronger
credit support for infrastructure projects and introduced innovative service models for the private
economy and private enterprises. The Bank focused on addressing the demands of major projects
concerning social welfare and people’s livelihood, and allocated more resources to key regions
such as the Beijing-Tianjin-Hebei region, the Guangdong-Hong Kong-Macao Greater Bay
Area, the Yangtze Economic Belt, and the Hainan Pilot Free Trade Zone (the “Hainan FTZ”).
It also strengthened its support for the business development of key sectors, such as advanced
manufacturing, Internet Plus, artificial intelligence (Al), rural revitalisation, and the Olympic
Winter Games.

As at the end of 2018, RMB corporate loans of the Bank’s domestic operations totalled
RMB5,057.654 billion, an increase of RMB295.780 billion or 6.21% compared with the
prior year-end. Foreign currency corporate loans totalled USD40.925 billion, a decrease of
USD10.861 billion or 20.97% compared with the prior year-end.

Trade Finance and Services

The Bank fully leveraged its traditional advantages in trade finance, accelerated business model
innovation and effectively managed its business risks, thus boosting the sound development
of trade finance business and continuously consolidating its market dominance. In 2018, the
Group’s international trade transaction volumes reached USD4.63 trillion. The Bank’s domestic
institutions retained the largest market share in international trade services and held the leading
position among peers in cross-border guarantee business. The Bank actively followed the
country’s opening up strategy and provided all-round services for the first China International
Import Expo (CIIE).

The Bank pushed forward RMB internationalisation in an orderly manner. It acted as a leader
in cross-border RMB-related product and service innovation, and as the main channel for
RMB cross-border flows. In 2018, the Group’s transaction volume of cross-border RMB payment
reached RMB5.95 trillion, among which RMB3.99 trillion was undertaken by the Bank’s
domestic institutions, thus maintaining the largest market share. The Bank promoted the use
of RMB in emerging sectors. It supported the Shanghai International Energy Exchange, the
Dalian Commodity Exchange and the Zhengzhou Commodity Exchange to successfully list
crude oil futures and internationalise iron ore futures and Pure Terephthalic Acid (PTA) futures,
respectively, while providing related financial services for domestic and foreign investors,
thus helping RMB to enter the commodity trading and pricing system. The Bank launched
RMB promotional events in countries such as Hungary, Pakistan and Cambodia, in a bid to
expand the use of RMB in countries along the Belt and Road. The Bank also continued to publish
the “BOC Cross-border RMB Index (CRI)”, “BOC Offshore RMB Index (ORI)” and the White
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Paper on RMB Internationalisation, providing comprehensive and professional support to help
global customers understand and use RMB.

The Bank made steady progress in expanding its Free Trade Zone (FTZ) business. It exerted its
best efforts to support the construction of Hainan FTZ, closely tracked the policy opportunities
brought about by the deepening of FTZ reform and provided a full range of quality financial
services for key projects and customers in FTZs, thus continuing to provide the industry-leading
FTZ business. It involved in the whole-process modelling of the financial services “Single
Window”, and developed such functions as tax payment, reservation for account opening and
online letter of guarantee application. The Bank was the first domestic bank to introduce a
centralised tax payment e-guarantee and realised the digitalised transmission of guarantee data
with customs. With the solid foothold of its four commodity business centres in Shanghai,
Singapore, London and New York, the Bank expanded the reach of its transactional and
structured commodity financing businesses. The Bank pushed forward the digital transformation
of its supply chain finance, thus its online financing business volume continued to grow. The
Bank participated in the development and implementation of the “Blockchain Forfaiting Trading
Platform” and the “Digital Bills Trading Platform”, which effectively enhanced trading safety
and efficiency. It researched and developed downstream supply chain financing solutions and
made breakthroughs in such scenarios as financing for dealers on e-commerce platforms. The
Bank successfully launched a project to connect with the Shanghai Commercial Paper Exchange
Corporation Ltd., laying a systemic foundation for trading in commercial paper. In addition, it
improved account opening efficiency and customer experience by streamlining the processes of
making reservations for account opening and opening accounts with mobile applications.

The Bank was named “Best Transaction Bank™ and “Best Trade Finance Bank™ by FinanceAsia,
and received the “Best Bank in Cross-border RMB Business” award from the China Banking
Association for its expertise in the trade finance sector.

Cash Management

Drawing on the strength of its integrated global operations, the Bank continuously improved its
global cash management service capability, won a number of bids for the cash management service
contracts of multinational corporations and quickly expanded the group customer base for cash
management. It sped up the promotion of cash management products and provided customers
with integrated services such as centralised fund management and information classification and
accounting. The Bank catered to “Going Global” enterprises’ needs for global information sharing
and fund operation, and supported administrative institutions in their financial management
reform. It completed China’s first SWIFT Direct Connection cross-border remittance business,
“SWIFT-Global Payments Innovation (GPI)”, and promoted Bank Host-to-Host Direct Connection
abroad for the first time. To fulfil customers’ needs for multi-channel, multi-segment and one-
stop capital management services, the Bank carried out on-going improvements to its “Global
Cash Management Platform+” integrated product system, which enabled greater connectivity of
the Global Cash Management Platform, SWIFT Direct Connection, Bank Host-to-Host Direct
Connection, Multi-Bank Cash Management System and trading data applications. The Bank was
recognised as “Best Regional Cash Manager in Asia” by Euromoney for the third consecutive year
and “Best Cross-border Cash Management Bank™ by Asiamoney for the second straight year. As a
result, “BOC Global Cash Management” has become an increasingly influential brand.
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Financial Institutions Business

The Bank continued to deepen comprehensive cooperation with various global financial
institutions, including domestic banks, overseas correspondent banks, non-bank
financial institutions, overseas central banks, sovereign wealth funds and international financial
organisations. It built its integrated financial services platform and maintained a leading position
in terms of financial institution customer coverage. The Bank has established correspondent
relationships with around 1,600 institutions in 178 countries and regions, thus providing
multinational institutions and enterprises with financial services such as international settlement,
bond financing, foreign exchange trading, investment custody and global cash management.
Closely following the implementation of the Belt and Road Initiative, the Bank consolidated
cooperation with key correspondent banks in countries and regions along the Belt and Road.
It continued to deepen its wide-reaching cooperation with organisations and development
institutions such as Asian Infrastructure Investment Bank, New Development Bank and the Silk
Road Fund, participated in the investment and financing projects of domestic policy financial
institutions and provided extensive financial services. By making increased efforts to expand
its cross-border RMB business, the Bank became the major RMB clearing channel and the
main cooperating bank for overseas central banks and other sovereign institutions, commercial
banks and exchange houses. To date, it has opened 1,462 cross-border RMB clearing accounts
for correspondent banks from 117 countries and regions, thus holding a leading position among
domestic banks. It also promoted the RMB Cross-Border Interbank Payment System (CIPS) and
signed cooperation agreements for indirect participants with 251 domestic and overseas financial
institutions, seizing the largest market share among its peers. The Bank’s custodian service
for Qualified Foreign Institutional Investors (QFII) and RMB Qualified Foreign Institutional
Investors (RQFII) and its agency service for overseas central banks and other sovereign
institutions ranked among the top in the industry in terms of both customer base and business
scale. The Bank signed a memorandum of strategic cooperation with the Astana International
Financial Centre of Kazakhstan. It was one of the first banks designated by the Shanghai
International Energy Exchange Co., Ltd. to act as a margin depository bank for crude oil futures,
and by the Dalian Commodity Exchange and Zhengzhou Commodity Exchange to act as a margin
depository bank for foreign currencies. It was also the only bank to participate in the pilot stage
of the H-shares “full circulation” programme.

As at the end of 2018, the Bank ranked first in terms of market share in foreign currency deposits
from financial institutions, and had further increased its market share in terms of the number of
third-party custody customers with outstanding balances.

Inclusive Finance

The Bank proactively explored solutions to the difficulties and high costs of financing for micro
and small-sized enterprises. It endeavoured to increase inclusive finance loans with a focus on the
relatively weak groups among micro and small-sized enterprises, thus further strengthening its
financial support for the key areas of inclusive finance.

The Bank implemented special resource allocation and provided comprehensive policy support
for inclusive finance. It refined its inclusive finance structure, established a sound service system,

promoted the launch of a bank-wide organisational structure for inclusive finance and built the
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“five specialised operating mechanisms”. The Bank designated all of its outlets as the basic
service outlets for inclusive finance, and selected 162 outlets in the demonstration areas of the
“Made in China 2025” programme as the key outlets from which to launch its inclusive finance
credit business. As at the end of 2018, the Bank’s outstanding inclusive finance loans granted
to micro and small-sized enterprises® reached RMB304.2 billion, representing a year-on-year
growth of over 12.26%, more rapid than that of the Bank’s total loans. The number of micro and
small-sized customers stood at 380,000, an increase compared with the prior year. The average
interest rate of micro and small-sized enterprises’ inclusive finance loans granted in the year was
5.27%. Meanwhile, the Bank enhanced risk control and compliance management, improved its
early warning mechanism on asset quality control, strengthened the whole-process management
of loans to micro and small-sized enterprises, and continuously enhanced its capabilities
in identifying and mitigating credit risk, thus maintaining the quality of loans to micro and
small-sized enterprises at a stable and controllable level.

The Bank continued to provide SME cross-border matchmaking services to promote connectivity
across the globe. As the sole integrated banking service provider for the First CIIE, the
Bank successfully hosted the Expo’s Exhibitor-Businessman Supply-Demand Matchmaking
Conference. In 2018, the Bank held nine cross-border trade and investment conferences in
Kuala Lumpur, Malaysia; Santa Fe, New Mexico, US; Zhengzhou, Henan Province; Jieyang,
Guangdong Province; Dalian, Liaoning Province; Qingdao, Shandong Province; Guangzhou,
Guangdong Province and Shanghai. It has held 50 cross-border matchmaking events since 2014,
attracting the participation of 30,000 enterprises from 87 countries and regions internationally. It
played an active role in promoting the upgrading of the domestic industrial structure, furthering
international economic and trade cooperation, and implementing the Belt and Road Initiative.
Moreover, the Bank steadily promoted the “investment and loan linkage mechanism” pilot
programme, furthered cooperation with governments at all levels and commercial institutions
in pilot areas, and developed a comprehensive financial service system for technologically
innovative enterprises.

Pension Business

Centred on the development of China’s social security system, the Bank continuously extended
its pension business coverage, promoted product innovation and developed a comprehensive
service system with optimised functions. It provided a range of pension-related financial
services including enterprise annuities, occupational annuities, employee benefit plans, employee
stock ownership plans and pension security management products, thus enhancing customer
satisfaction. Having already been designated to act as a custodian and account manager for
enterprise annuities, the Bank became qualified to also act as a trustee of enterprise annuity funds,
and successfully signed its first trustee contract for enterprise annuities. As a result, its annuity
service scope further expanded. As at the end of 2018, the total number of individual pension
accounts held by the Bank reached 5.0119 million, an increase of 0.4959 million or 10.98%
compared with the prior year-end. Assets under custody amounted to RMB221.158 billion, an
increase of RMB28.918 billion or 15.04% compared with the prior year-end, with the Bank
serving more than 15,000 clients.

3 Inclusive finance loans granted to micro and small-sized enterprises are measured in accordance with the Circular
on Promoting the High-quality Development of Banks’ Financial Services for Micro and Small-sized Enterprises
in 2018 (Y.J.B.F. [2018] No. 29).
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/Column I: Strengthening support for the Belt and Road Initiative \

The Bank continued to implement the national Belt and Road Initiative and strongly
supported the building of the Belt and Road. It strived to become the preferred bank
for China’s “Going Global” enterprises, foreign “Bringing In” enterprises and local
enterprises along the Belt and Road, and refined its institutional network in countries
along the Belt and Road. It supported key cooperative projects along the Belt and Road
in line with market principles, served as the main channel for Belt and Road related
RMB internationalisation business, and took the lead in directing global financial resources
into the Belt and Road countries and regions.

The Bank further expanded its network in countries along the Belt and Road. As
at the end of 2018, the Bank’s overseas institutions covered 56 countries and regions,
including 23 countries along the Belt and Road, representing the broadest Chinese bank
presence both globally and along the Belt and Road. In 2018, BOC Colombo Branch and
Bank of China (Turkey) Limited commenced operation, further expanding the Bank’s
network in countries along the Belt and Road.

The Bank steadily pushed forward credit issuance and project expansion. The Bank
followed up on over 600 major Belt and Road related projects as at the end of 2018. From
2015 to 2018, the Bank granted more than USD130 billion of credit support to countries
along the Belt and Road.

The Bank continuously promoted RMB internationalisation. The Bank continued to
improve its cross-border RMB clearing system in an effort to enhance the quality and
efficiency of clearing services and to promote RMB development in local markets. In 2018,
the volume of RMB clearing transactions carried out by the Bank’s institutions along the
Belt and Road surpassed RMBS trillion, leading its global peers by market share. The
issuance of RMB-denominated sovereign bonds boosted the cross-border use of RMB in
the countries along the Belt and Road.

The Bank actively expanded its foreign exchange product offering. The Bank promoted
foreign exchange products for countries along the Belt and Road, including multi-
currency spot and forward foreign exchange trading, swaps and options, so as to help
enterprises manage exchange rate risk. It now has the capability to provide quotations for
52 currencies of the emerging market countries, and 29 currencies of countries along the
Belt and Road. The Bank also participated in direct RMB-minor-currency trading in the
interbank foreign exchange market, and completed the first RMB-THB direct transaction in

Kthe interbank foreign exchange market as one of the first market makers. /
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Kl’he Bank launched its Belt and Road financial cooperation model on all fronts.\
The Bank entered into partnership with the governments of Serbia, Myanmar and
Singapore, signed a memorandum of understanding with the Department of Finance of
the Republic of the Philippines, signed a memorandum of strategic cooperation with the
Astana International Financial Centre of Kazakhstan and signed the Memorandum of
Understanding on Cooperation in Panda Bond Issuance with the Hungarian Development
Bank. The Bank helped worldwide enterprises to expand third-party markets along the
Belt and Road via such bilateral corporate cooperation platforms as the China-UK, China-

Crance and China-Italy entrepreneurial committees. /

Personal Banking

The Bank always puts customers at the centre of its business. In 2018, it innovated and improved
its personal banking product and service system and endeavoured to enhance the capability of its
online, scenario-based and smart services. It grasped development opportunities in cross-border
business, consumer finance and wealth management so as to continuously enhance the market
competitiveness of its personal banking business. As at the end of 2018, the Bank’s domestic
personal banking business realised an operating income of RMB153.589 billion, an increase of
RMB12.293 billion, or 8.70% compared with the prior year.

Personal Deposits

In response to the trend of interest rate liberalisation, the Bank intensified innovation in its
personal deposit products, providing customers with products of different terms and types, thus
satisfying differentiated customers’ needs. It further expanded its payment agency business by
classifying its customer groups and improving the connectivity between corporate and personal
businesses. It also provided payment agency customers with a package of integrated service
solutions, including account opening, salary payment, consumption and investment. The Bank
launched an online margin business embedded with multiple transaction scenarios. It also adopted
the “BOC Wealth Accumulator” service model for micro and small-sized businesses, providing
them with convenient services based on integrated payment, and thereby built a closed loop for
fund flows. It further developed its foreign exchange services by increasing the number of foreign
currencies offered by its personal deposit and withdrawal businesses to 25 and the number of
convertible foreign currencies available to customers to 39, thus maintaining its leading position
among its peers. Leveraging on its advantage in foreign currency business, the Bank provided
services for a number of large events, including the first CIIE. It also launched cash exchange
reservation service on all electronic channels including mobile banking and online banking to
further improve customer experience.

As at the end of 2018, the Bank’s domestic RMB personal deposits totalled RMB5,026.322 billion,

an increase of RMB475.154 billion or 10.44% compared with the prior year-end. Personal foreign
currency deposits amounted to USD44.040 billion, maintaining a leading market share.
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Personal Loans

The Bank implemented the national policies of supporting the real economy, expanding domestic
demands and promoting consumption by steadily enhancing its personal loan business. It actively
put into practice the state’s regulatory policies on real estate and continued to implement a
differentiated residential mortgage loan policy, with a particular focus on serving the needs of
households seeking to buy owner-occupied homes for the first time, and thus maintained the
sound development of its residential mortgage loan business. The Bank accelerated its consumer
finance business through deepening the application of internet and big data technologies, as well
as improving its risk management and control models. It continued to promote its featured “BOC
E-Credit” product, a whole-process online consumer loan service, realising a rapid growth rate.
The Bank proactively developed inclusive finance services and refined its development strategies
for personal business loans by providing specialised service models for customer segments,
including private enterprises, micro and small-sized business owners, and customers targeted
according to shopping districts or industry chains, those commonly engaged in agriculture-related
businesses, start-up businesses or poverty alleviation efforts. It continued to grant government-
sponsored student loans and enhanced its development-oriented student services, securing its
leading market position in government-sponsored student loans.

As at the end of 2018, the total amount of RMB personal loans of the Bank’s domestic operations
stood at RMB3,933.840 billion, an increase of RMB452.158 billion or 12.99% compared with the
prior year-end.

Wealth Management and Private Banking

The Bank enhanced its wealth management and private banking services by meeting customer
demands and accelerating business innovation and transformation. To implement the strategy
of enabling advancement through technology, the Bank developed the Investment Product
Distribution Platform to integrate its investment product distribution architecture and effectively
improve its integrated and intelligent distribution capabilities. It launched “BOC Robot Advisor”,
an intelligent investment advisory service, introduced an online assets diagnosis function and
improved its asset allocation tools. Using big data, the Bank carried out targeted marketing
campaigns with the help of growing customer information tags and further completed client
marketing loops. In order to develop a professional asset allocation decision-making system,
it constructed a market-wide product selection platform, established an Asset Allocation
Committee and published asset allocation strategy reports. The Bank also transformed its
marketing approach, continued to carry out customer group marketing campaigns by providing
customised service packages for customer groups including staff of Chinese embassies and
consulates stationed abroad, and promoted product and service integration. It further developed
its differentiated customer service system by adjusting customer grading, constructing a unified
customer benefits platform and increasing its customer loyalty rewards redemptions choices.
As a result, customer loyalty was continuously enhanced. Moreover, the Bank continued to
improve the management and incentive mechanisms for its relationship managers, thus achieving
significant progress in cultivating teams of wealth management managers, private bankers and
investment advisors, which in turn steadily improved its professional services. It made full use of
the BOC Wealth and Investment Academy to build a multifaceted talent development system, and
used both internal and external resources to expand its talent pool. The Bank further improved its
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cross-border customer marketing mechanism and achieved positive results in providing integrated
cross-border services to personal customers in the Guangdong-Hong Kong-Macao Greater
Bay Area. It promoted the development of its private banking business, improved the structure
of its domestic private banking centres and refined the network of its domestic and overseas
private banks, so as to create a global private banking service platform. The Bank strengthened
innovation in products and services by introducing discretionary asset management with
investment only in debt instruments and offshore family trust products to better serve the needs of
its high-net-worth customers.

As at the end of 2018, the Bank had set up 7,993 wealth management centres, 1,082 prestigious
wealth management centres and 44 private banking centres in the Chinese mainland. The Group
managed RMB 1.4 trillion of financial assets on behalf of its private banking customers. In 2018,
the Bank was recognised as “Best Private Bank for Global Investment Exposure in China” and
“Best Private Bank for International Network in China” by Asiamoney; awarded “Best Private
Banking China Domestic” by Asian Private Banker; rated as “Best Domestic Private Bank —
Most Innovative Performer” and “Best Domestic Private Bank — Asset Management” by Wealth;
and won Ying Hua Awards for “Best Distributor for Mutual Fund” and “Excellence In Distributor
for Private Equity” from China Fund. The “BOC Robot Advisor” intelligent investment advisory
service won the “2018 Rising Star Award for Robot Advisor” from Securities Times.

Bank Card

Closely following changes in markets and customer demand patterns, the Bank continuously
refined its product and service system and endeavoured to create a preferred credit card brand
targeting the medium-to-high end, cross-border, female and young customer segments. It took
the lead in launching the BOC Greater Bay Area Credit Card to facilitate the interconnectivity
of the Guangdong-Hong Kong-Macao Greater Bay Area. The Bank rolled out the Great Wall
Ice and Snow Credit Card to promote winter sports and the nationwide fitness campaign. It
also issued the BOC Better Life Credit Card to meet customers’ need for quality family life.
To satisfy the personalised demands of different customer groups, the Bank rolled out new
products such as the BOC Lady Credit Card, BOC Zan Credit Card, BOC American Express
Cross-border Alliance Credit Card, Great Wall Monet World Credit Card, UEFA Champions
League-themed Credit Card, and World Cup-themed Credit Card. Following trends in online
finance, it launched innovative BOC digital credit cards and promoted a “connected scenarios
and FinTech” service mode in order to build internet-based customer acquisition scenarios. The
Bank accelerated the innovation and upgrading of its instalments product system by promoting
such products as “YiFenXiang” instalments (an automatic instalments plan), “Youke” instalments
(a premium customer instalments plan) and an automobile-add-ons financial service, as well as
a flexible repayment function. Moreover, the Bank continued with its pilot projects for applying
instalments services to second-hand automobiles, auto financial lease, weddings, and maternity.
In recognition of its achievements, it won the title of “2018 Best Auto Credit Card Instalments
Service Bank™ at the China Auto Golden Engine Awards. The Bank integrated its payment
service mode and built the “BOC Smart Payment” brand. It promoted the “aggregate payment”
offline acquiring product and provided an online check-out product featuring “one-point access,
overall acceptance”. It improved the “BOC Smart Merchant” service platform by providing
full-process, one-stop comprehensive financial services for merchants. To improve the merchant
value-added service system, the Bank launched a platform with discounted merchants and
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electronic vouchers, carried out merchant O20 precision marketing campaigns, and built a
closed-loop consumption ecology. It continued to develop 360-degree customer life cycle
maintenance, strengthened customer group analysis based on big data, and supported precision
marketing and dynamic limit management.

In line with the PBOC’s requirements on account reform and the mobile finance convenience
project, the Bank pushed forward the online and offline issuance and use of debit cards, and
expanded the application scope for Type II and Type III personal bank accounts. It continued to
improve its customer experience by streamlining its business procedures for account opening and
cancellation, loss reporting and replacement of debit cards. The Bank expanded the scenarios-
based applications of mobile payment and promoted online financial services for segments,
such as campuses, cross-border businesses, social security, medical treatments, and railway
transportation. It strengthened its “BOC E-Campus” mobile application and formed a dual
platform business model with Tencent WeiXiao to serve its customers on campuses. The Bank
won the bid to issue credit cards for the government-sponsored studying abroad programme, and
expanded the value-added services of the Great Wall Cross-border International Debt Card, thus
providing its cardholders with more convenient and more secure cross-border services. It issued
social security cards with financial functions in nearly 30 provinces (including municipalities
directly under the Central Government) in cooperation with local Human Resources and Social
Security Bureaux, and issued electronic social security cards as per the standards required by the
Ministry of Human Resources and Social Security. These products delivered diverse financial
services, including collection and payment agency of social insurance (namely, pension insurance
funds, medical insurance funds, unemployment insurance funds, work-related injury insurance
funds and maternity insurance funds), exclusive wealth management products and fee discounts
for customers, as well as non-financial value-added services such as doctor appointment booking,
discount coupons and doctor lectures. It also issued a resident health card with financial functions
in provinces such as Guangdong, Liaoning, Hebei, Guizhou, Sichuan and Jiangxi, offering
cardholders medical treatment payment and health management services, both online and offline,
across the country. In addition, the Bank launched the Changsha-Zhuzhou-Xiangtan Inter-city
Railway e-Card in Hunan, with which customers can enter and exit stations and take trains simply
by scanning a QR code using a mobile application.

As at the end of 2018, the Bank’s bank card issuance and transaction volumes are set forth below:

Unit: million cards/RMB billion, except percentages

As at As at

31 December 31 December
Items 2018 2017 Change (%)
Cumulative number of debit cards 525.7446 482.9971 8.85%
Cumulative number of credit cards 110.6573 97.0406 14.03%

Cumulative number of social security

cards with financial functions 101.8742 92.8136 9.76%
2018 2017 Change (%)
Transaction amount of debit cards 5,941.075 4,220.180 40.78%
Transaction amount of credit cards 1,619.555 1,495.036 8.33%
Instalments volume of credit cards 279.132 258.990 7.78%
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/Column II: Delivering all-round services to the first CIIE \

Driven by a strong sense of responsibility and mission, the Bank gave full play to its
advantages in globalised and integrated operations in support of the country’s opening up
strategy by actively participating in the preparation and hosting of the CIIE. It served the
CIIE both as its integrated banking service provider and as the account-opening bank and
strategic partner for the China International Import Expo Bureau.

Deeply involved in attracting exhibitors and businesses. Leveraging its extensive
overseas institutional network, the Bank has assisted in hosting Expo promotion and
exhibitor attraction events for the first CIIE in 16 countries since the second half of
2017, reaching over 1,400 overseas customers. BOC domestic branches played an active
role in attracting domestic business by assisting provincial and municipal commercial
administrations with group procurement promotional events and by delivering all-round
financial services to domestic procurers participating in the CIIE.

Facilitating supply-demand matchmaking. In November 2018, cooperating with the
China International Import Expo Bureau and the National Exhibition and Convention
Centre (Shanghai), the Bank undertook the Exhibitor-Businessman Supply-Demand
Matchmaking Conference of the first CIIE. At the conference, 1,178 foreign exhibitors
from over 30 industries held one-on-one talks with 2,462 businesspeople from the Chinese
mainland, resulting in 1,258 agreements of cooperative intention and 601 enterprises
proposing onsite inspection plans.

Successfully holding themed events. During the first CIIE, the Bank successfully
hosted the Fifth Meeting of the China-Italy Business Forum, the plenary sessions of the
China-Mexico High-level Entrepreneurial Group and the “RMB Boosts Cross-border Trade
and Investment Facilitation” Theme Forum, contributing to economic and trade exchange
and cooperation between China and foreign parties.

Delivering all-round financial services. The Bank rendered a full package of services
including remittance, multi-currency exchange, account opening, bank card and mobile
Qanking, thus satisfying customers’ diversified financial service needs. /
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Financial Markets Business

To further enhance its influence in financial markets, the Bank closely tracked market
developments and actively aligned itself with trends towards interest rate and exchange rate
liberalisation and RMB internationalisation. It leveraged its professional advantages, continued to
deepen adjustments to its business structure, enhanced its efforts in financial market innovation
and made steady progress in compliance with international regulatory requirements.

Securities Investment

The Bank strengthened its research and judgment regarding market interest rates while
proactively seizing market opportunities. It also rationally adjusted the duration of its investment
portfolio and further optimised its investment structure. Consistent with national macroeconomic
policies, the Bank supported the economic development of local governments and actively
participated in local government bond investment. Following trends in global bond markets, the
Bank optimised its foreign currency investment portfolio and managed to prevent interest rate risk
and credit risk.

Trading

The Bank accelerated the construction of an integrated global financial markets business system
founded on the three core product lines of interest rates, exchange rates and commodities.
It endeavoured to build a new customer-centric, market-oriented and product-based service
model and improved quantitative trading capabilities so as to serve the real economy. The
Bank continued to outperform its peers in market share of foreign currency exchange against
RMB business. It offered cash trading rates for six further foreign currencies, including the Czech
Koruna and Hungarian Forint, thus bringing the number of currency pairs available for exchange
up to 39. The Bank also consolidated its leading edge in emerging market trading products
under the Belt and Road Initiative. It increased the total number of tradable foreign currencies
to 63, among which 52 are currencies of emerging economies and 29 are currencies of countries
along the Belt and Road. It stepped up efforts in product innovation so as to further sharpen its
market competitiveness. Together with the China Foreign Exchange Trading System & National
Interbank Funding Centre, it introduced the “CFETS-BOC Traded Bond Index” and released it on
the China Foreign Exchange Trade System and Singapore Exchange successively, thus vigorously
pushing forward the opening up of China’s bond market and RMB internationalisation.

Drawing strength from its integrated global trading, sales, risk management and system, the
Bank further enhanced its integrated global service capacity by strengthening business support
from the Head Office and its overseas trading centres to its regional branches. Leveraging its
advantages in professional quotation and its priority focus on compliance, the Bank steadily met
interbank customers’ demands. In line with the financial demands of the real economy, the Bank
consolidated its chain services in order to comprehensively satisfy customers’ needs for hedging
against risks relating to exchange rates, interest rates and commodity prices. It put equal emphasis
on agent trading and market-making quotation services, and established an integrated marketing
mechanism to allow foreign institutional investors to invest in the domestic interbank market,
thereby enhancing the Bank’s ability to provide quotation and services for foreign institutional
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investors. In addition, the Bank actively participated in the building of a foreign exchange self-
regulatory mechanism, adopted the Foreign Exchange Code across the board, and successfully
passed the annual assessment of its implementation of the foreign exchange self-regulatory
mechanism.

Investment Bank and Asset Management

The Bank leveraged the competitive advantages of its international and diversified operations and
focused on serving the real economy. It provided customers with comprehensive, professional
and customised investment banking and asset management solutions, including professional
financial products and services for bond underwriting and distribution, asset management, asset
securitisation and M&A and restructuring advisory. To facilitate the construction of China’s
multi-layered capital markets system and to support customers’ direct financing needs, the Bank
underwrote debt financing instruments for non-financial institutions in the China interbank bond
market of a total amount of RMB379.179 billion. The Bank’s underwriting business for financial
institutions was greatly boosted, with its financial bond underwriting volume and market share
continuing to improve. It maintained the leading market share among all commercial banks in
the interbank market in terms of asset securitisation underwriting. The Bank enhanced its cross-
border competitiveness. It assisted offshore issuers such as the Republic of the Philippines and
the government of the Emirate of Sharjah and Hungary in issuing Panda Bonds. It held the
leading market share in Panda Bond business. The Bank also supported the MOF’s issuance
of USD3.0 billion of sovereign bonds by acting as a joint lead manager and joint book runner,
thus further completing the yield curve of foreign currency-denominated sovereign bonds and
facilitating the establishment of the pricing benchmark for China’s foreign currency-denominated
bonds. It captured the leading market share as an underwriter of Chinese enterprises’ offshore
G3 currency (i.e. USD, EUR and JPY) bonds. The Bank also made efforts to develop green
finance by participating as lead underwriter in a number of important green bond programmes,
including the issuance of the first green building Panda Bond and the first quasi-sovereign Euro
floating rate green bond. Proactively exploring financial solutions for poverty alleviation, the
Bank acted as the lead underwriter for the first central state-owned enterprise special poverty
alleviation notes, issued by China Three Gorges Corporation, with part of the proceeds being used
for hydropower projects. Moreover, strongly supporting private enterprise financing, the Bank
carried out the first batch of Bond-Financing Support Tools for Private Enterprises among Large
State-owned Commercial Banks and providing boost for the private enterprises direct-financing.
As a result, the Bank was awarded “China Bond House” by IFR Asia, “China’s Best Corporate
and Investment Bank” and “China’s Best CIB for Debt Capital Markets — Cross-Border” by
Asiamoney, “Best China Onshore DCM Bank”, “Best Panda Bond Underwriter” and “Best China
International G3 Currency DCM Underwriter” by Caixin, and “Best Financial Institution Bond”,
“Best Panda Bond” and “Best Green Bond” by FinanceAsia. As such, the brand influence of
BOC Debt Capital Markets was continuously enhanced.

The Bank steadily promoted the development and transformation of its asset management
business. It increased its launch frequency and marketing efforts for Net Value products,
offering various Net Value products such as “BOC Accumulated Asset Series — Le Xiang
Everyday”, “BOC Strategy — Steady Wealth Creation” and “BOC Wise Wealth Creation”. The
Bank explored new investment and operational methods to better suit the transformation and
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development of its Net Value products, strengthened its investment and trading capabilities,
optimised asset allocation and effectively improved its investment yields. It developed innovative
asset management informational system structures and improved system functions, so as to
provide enhanced IT support for business development. In 2018, the Bank issued 8,071 wealth
management and structured deposit products with a total year-end value of RMB1,718.1 billion.

The Bank enhanced its financial advisory service system by further enriching its service content.
Leveraging the advantages arising from coordination between the Head Office and branches
and the integration of its domestic and overseas operations, the Bank provided customers with
professional advisory services such as strategy advice, target recommendation, transaction
structuring, valuation analysis and financing scheme design, as well as services covering the
whole transaction process. The Bank steadily promoted its credit asset-backed securitisation
business and optimised the structures of its existing assets. It successfully issued four residential
mortgage-backed securities with a total amount of RMB37.949 billion and non-performing credit
asset-backed securities with a total amount of RMB163.88 million.

Custody Business

The Bank strived to enhance the overall competitiveness of its custody business by expanding
mutual fund custody, strengthening pension fund custody, refining cross-border custody and
optimising banking wealth management custody. Seizing opportunities arising from the two-way
opening up of China’s capital markets, the Bank became the first Chinese commercial bank
to obtain the pilot depository qualifications for Chinese Depository Receipt (CDR). It pushed
forward advancement through technology and system building, and led the market in launching
a depository system alongside the CDR and Shanghai-London Stock Connect programmes. In
addition, it improved the accounting, valuation and investment supervision functions of its global
custody system and rolled out a non-securities custody business system and a new version of its
online custody service, thus further enhancing its global custody service capabilities. The Bank
won bids for occupational pension custody schemes in Xinjiang and Shandong, as well as for the
issuance of the first local government debt ETF in the Chinese mainland. It was granted “Best
QDII Mandate” and “Best QDII Custodian” by The Asset, securing its position as customers’
preferred bank for cross-border investment. At the end of 2018, the Group’s assets under custody
stood at approximately RMB10 trillion, and the scale of its cross-border custody business ranked
top among Chinese banks.
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/Column III: Financially supporting the Olympic Winter Games Beijing 2022 \

As the Official Banking Partner of the Olympic and Paralympic Winter Games Beijing
2022, the Bank spared no efforts to support the preparations for Beijing 2022 by improving
its financial services and carrying out marketing and promotion.

The Bank provided all-around financial services for Beijing 2022. The Bank firmly
supported the construction for Beijing 2022 by providing bank credit for projects such
as the National Speed Skating Oval, the venue construction in Yanqging, and the Sports
Injuries Treatment Centre. The Bank also provided comprehensive financial services
including account management, settlement and exchange, foreign exchange risk prevention
and control, and letters of guarantee for Beijing 2022. In addition, it established the Beijing
Olympics Winter Games Sub-branch.

The Bank financially supported the promotion of the Olympic Winter Games Beijing
2022 and the development of related industries. The Bank has published the Bank of
China Action Plan for Beijing 2022 and Winter Sports. It actively implemented this plan
for promoting Beijing 2022, raising the public profile of winter sports and developing the
related industry. Through the medium of financial products, the Bank provided a unique
channel for consumers to understand and connect to the Olympic Winter Games. It released
licensed precious metal products themed on Beijing 2022 for sale across the Bank, acting
as the sole banking distributor of such products. In addition, the Bank issued more than
five million BOC Winter Sports-themed Debit Cards and Credit Cards, which provide
cardholders with discounts for winter sports equipment, venues and trainings.

The Bank promoted the Olympic Winter Games Beijing 2022 in diverse ways. On
23 June 2018, the Bank participated in events to celebrate the 32nd Olympic Day 2018 by
hosting interactive running, skiing and skating activities, as well as Olympic cultural camps
in Beijing, Harbin and Shenzhen. It was the first time winter sports had been included in
the celebrations of Olympic Days, and the events received a positive response. The Bank
also innovatively promoted Beijing 2022 online by joining with the Beijing Organising
Committee for the 2022 Olympic and Paralympic Winter Games in producing a short
film series, titled “Beijing 2022 Inside Stories”. To further assist in promoting the Winter
Olympic Games Beijing 2022, these short films were broadcast on the official publicity
channels of Beijing 2022 and the Bank. By participating in the Olympic Expo 2018 and
the World Winter Sports (Beijing) Expo 2018, the Bank shared its progress in Beijing
2022-related financial services, popularised public awareness of the Olympics Winter

KGames and promoted the Olympic spirit. /
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Village Bank

BOC Fullerton Community Bank actively implemented the national strategy of rural revitalisation
with the aim of “focusing on county area development, supporting farmers and small-sized
enterprises, and growing together with communities”. It is committed to providing modern
financial services to county micro and small-sized enterprises, individual merchants, the
wage-earning class and farmers, thus promoting the construction of a beautiful countryside with a
pleasant living environment.

BOC Fullerton Community Bank expedited the construction of its institutional distribution
network, thus supporting financial development in county areas. Having already acquired
shares in village banks held by China Development Bank, it successfully acquired shares in
27 village banks held by China Construction Bank, further expanding its business scale and
providing stronger support for the development of China’s central and western regions and
county economies. As at the end of 2018, BOC Fullerton Community Bank controlled 125 village
banks and 142 sub-branches in 22 provinces (including municipalities directly under the Central
Government) through self-establishment and acquisition. BOC Fullerton Community Bank
has become the largest domestic village bank group in terms of total institutions and business
scope. It also continuously improved its product and service system to further expand its
customer base and business scale. As at the end of 2018, the registered capital of BOC Fullerton
Community Bank amounted to RMB7.524 billion, with its total assets and net assets standing at
RMB60.332 billion and RMB10.040 billion respectively. The balances of total deposits and loans
of these banks stood at RMB38.939 billion and RMB39.257 billion respectively, an increase of
38.37% and 43.16% compared with the prior year-end. The NPL ratio was 2.42%, and the ratio of
allowance for loan impairment losses to NPLs was 237.80%. In 2018, BOC Fullerton Community
Bank achieved a profit for the year of RMBO0.674 billion.
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Overseas Commercial Banking

In 2018, the Bank continued to promote the establishment of overseas institutions and pushed
forward the integrated development of its domestic and overseas operations, thus further
enhancing its global service and support capabilities and sharpening its market competitiveness.
As at the end of 2018, the Bank’s overseas commercial banking customer deposits and loans
totalled USD433.444 billion and USD365.282 billion, respectively. In 2018, the Bank’s
overseas commercial banking business achieved a profit before income tax of USD8.926 billion,
accounting for 25.78% of the Group’s total profit before income tax.

Regarding branch distribution, the Bank closely tracked customers’ financial service needs
around the globe, accelerated improvements in institutional network in countries along the Belt
and Road and further increased outlets in countries with an existing BOC presence, thus further
improving its global service network. As at the end of 2018, the overseas institutions of the Bank
totalled 548, covering 56 countries and regions around the globe, with three new countries added
during the year.

For corporate banking business, by giving full play to the advantages arising from its integrated
commercial and investment banking operations, the Bank provided a full spectrum of premium,
efficient, tailor-made and comprehensive financial services for “Going Global” and “Bringing In”
customers, “Fortune Global 500 enterprises and local corporate customers. It further improved
its globalised customer service system and continually enhanced its middle and high-end products
and services. Through core products including syndicated loans, project financing, cross-border
M&A, export credit, global cash management and letters of guarantee, the Bank provided great
support to key projects related to infrastructure construction, energy resource development
and overseas industrial parks, with the aim of providing sound financial services for the Belt
and Road Initiative, promoting international cooperation in production capacity and helping
enterprises achieve sustainability in their foreign investments and operations.
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For personal banking business, the Bank provided one-stop financial services for personal “Going
Global” customers by leveraging its extensive overseas institutional network. It continued to
expand its overseas account opening witness service, which now covers 18 countries and regions
in North America, Europe, Asia and Oceania. The Bank enhanced its services for customers
studying abroad by launching such brands as “Brilliant Tomorrow” in the US, “Golden Age”
and “UK Manager” in the UK, “Home in Canada” in Canada, “Golden Years” in Australia, “Sail
in Lion City” in Singapore and “Splendid Life” in Macao. It built up its cross-border marketing
ecosystem, consolidated marketing resources across platforms, improved the availability of
cross-border credit card services and established a star rating system for cross-border credit
card customers, so as to provide customers with preferential, convenient and quality cross-
border credit card services, thus enhancing the brand influence of its cross-border business.
It expanded its overseas credit card issuance and acquiring business, developed new products
such as BOC Qool0 Credit Card and BOC Miles Credit Card in Singapore, and Greater Bay
Area Credit Card in Macao, and supported its overseas branches in developing integrated online
and offline merchant acquiring business, thus further enhancing its influence in local payment
markets. It optimised the framework of its overseas debit cards and issued UnionPay, Visa and
MasterCard debit cards in 19 countries and regions. In addition to withdrawal, consumption
and other basic functions, it introduced new features including contactless payment, non-card
payment and 3D secure payment, which can be used via multiple channels including domestic and
overseas counters, online banking and mobile banking, thereby better satisfying the world-wide
consumption demands of overseas customers.

For financial markets business, the Bank fully leveraged its advantages in integrated global
operations and actively engaged in RMB futures market-making on the exchanges in Singapore,
South Korea and Dubai, in line with the national opening up strategy. As a result, it enhanced its
capacity for customer base expansion in Asia, Europe and Oceania, further optimised its product
line structure for exchange rates, interest rates and commodities, and continuously improved
its business scale and profitability. The Bank seized opportunities arising from the two-way
opening up of capital markets and exerted every effort to market custody services to “Going
Global” and “Bringing In” customers. It sped up efforts to shape its global customer service
network and enhanced its global custody service capability, as well as the local and cross-border
customer custody service capabilities of its key overseas institutions. It actively innovated its
capital market connectivity service mechanisms and accomplished the integration of its cross-
border custody service processes. On 2 November, the Bank successfully obtained a custody
license from the UK’s Prudential Regulation Authority, making it the first Chinese bank qualified
to conduct custody business in the UK. At the end of 2018, the Bank had the largest market
share among domestic peers in cross-border custody, reaching 28.44%. The Bank also made
active efforts to build bridges to international capital markets. It successfully issued the Belt and
Road-themed bonds with a total volume equivalent to USD3.2 billion, the first Guangdong-Hong
Kong-Macao Greater Bay Area-themed bonds worth USD1.8 billion equivalent, green bonds
worth USD1.4 billion equivalent, and the first Sustainability Bond issued by a Chinese bank in
the overseas markets with an amount of USD400 million equivalent.

For clearing services, the Bank continuously improved its cross-border RMB clearing capabilities
and consolidated its position at the leading edge of international payments. It was authorised to
serve as the RMB clearing bank in Japan, which means that it now accounts for 12 of the world’s
25 authorised RMB clearing banks and continues to lead its peers. It also ranked first in terms
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of the number of CIPS indirect participants. In 2018, the Bank’s cross-border RMB clearing
transactions totalled RMB389 trillion, an increase of 11% year-on-year, securing first place in
the global market. It launched the Bank of China Group Remittance product in order to offer an
exclusive and efficient remittance channel for the Group’s customers, thus enhancing customer
experience in the field of cross-border remittance and maintaining its position as the market
leader.

For e-banking, the Bank further expanded the coverage of its overseas channel services. It
released the upgraded international version of its mobile banking service, increasing the
availability of overseas mobile banking services to 18 countries and regions, and overseas
online banking services to 46 countries and regions. It added mobile banking services in the Lao
language and now enables its overseas e-channels to provide services in 13 languages. Its cross-
border corporate online banking services expanded to include overseas services such as precious
metal clearing service, global financial resources transferring service and corporate online
banking GPI transferring service. It constructed overseas bank-enterprise connection channels
to serve key global customers. As a result, the Bank continued to lead its peers in cross-border
business.

BOCHK

In 2018, BOCHK remained committed to its strategy of building a top-class, full-service and
internationalised regional bank, and adhered to its philosophy of stable, long-term and sustainable
development. It fully leveraged its competitive advantages and steadily pushed forward its
business priorities. Its core businesses realised satisfactory growth, with major financial
indicators remaining at solid levels. It improved its integrated regional business model and
promoted the integration of its Southeast Asian entities, achieving steady growth in its Southeast
Asian business. BOCHK remained committed to expanding cross-border business development
and drove forward the development of the Guangdong-Hong Kong-Macao Greater Bay Area
with the aim of becoming the area’s first-choice bank. In pursuit of full-service development,
BOCHK accelerated the construction of its diversified business platforms. Moreover, it sped up
FinTech innovations and product research so as to drive its digital development. At the end of
the year, BOCHK’s issued share capital was HKD52.864 billion. Its total assets amounted to
HKD2,952.903 billion and net assets reached HKD284.907 billion. Its profit for the year was
HKD32.584 billion.

BOCHK continued to develop its core market in Hong Kong and outperformed its peers in
key business areas. The growth of its total customer deposits and loans was above the market
average. Its asset and liability structure was further optimised, with asset quality outperforming
the local market. Moreover, it diversified its corporate finance business and successfully arranged
a number of significant syndicated loans, project finance deals and debt issuances. As a result,
BOCHK remained the top mandated arranger in the Hong Kong-Macao syndicated loan market
for the 14th consecutive year. It also maintained its leading market position as the main receiving
bank for IPOs in Hong Kong for the eighth consecutive year. BOCHK deepened business
relationships with commercial customers in Hong Kong and helped them to establish a convenient
and effective financial service platform so as to mutually enhance market competitiveness and
penetration. It further reinforced its business relationships with governmental and institutional
customers and expedited the regional development of its cash pooling and treasury centre
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businesses. Adhering to its customer-centric philosophy, it enhanced the scenario-based and
comprehensive application of its products and services to improve the competitiveness of its
financial services. It catered to the different needs of individual clients and provided exclusive
and premium services for its mid- to high-end clients, which led to continuous growth in the
total number of mid- to high-end customers. In addition, it actively promoted the development
of inclusive finance by accelerating the upgrading of its products and services to individual
customers, thus establishing an all-round service capability to meet the basic necessities of
customers’ daily lives. It maintained its leadership in UnionPay card issuing and cardholder
spending business in Hong Kong.

BOCHK integrated its Southeast Asian entities and saw effective regional synergies begin
to emerge. BOCHK successfully completed the acquisition of the Vietnam Business and the
Philippines Business of the Bank in January 2018 and also entered into an agreement with the
Bank in relation to the transfer of BOC Vientiane Branch on 4 December 2018 and subsequently
completed the transfer on 21 January 2019. BOCHK’s Southeast Asian entities now operate
in Thailand, Malaysia, Vietnam, the Philippines, Indonesia, Cambodia, Brunei and Laos. It
accelerated the logical integration of its Southeast Asian entities and comprehensively enhanced
their capability levels for credit risk management, internal control and compliance. It pushed
forward the development of its regional management transformation, reinforced resource support
to its Southeast Asian entities and implemented differentiated development strategies among
those entities. BOCHK continuously enriched its product and service portfolios for these entities
so as to expand into local mainstream markets. It focused on major clients and projects, actively
developing business with institutional clients and promoting RMB products and treasury business.
Regional synergies were further enhanced through integrated marketing, resulting in continuous
expansion of customer base and business scale.

BOCHK strengthened collaboration within the Group and actively expanded its cross-
border business. It continued to capitalise on its competitive edges in the Chinese mainland
and Hong Kong, and strengthened its collaboration with other entities of the Group to gradually
enrich its product range in the Greater Bay Area across four major aspects of cross-border
activities: people flow, commodities flow, fund flow and information flow in order to further
increase its market share and enhance its market influence. It promoted the construction of
the Guangdong-Hong Kong-Macao Greater Bay Area. The organisation of the Guangdong-
Hong Kong-Macao Greater Bay Area Financial Summit Forum further enhanced cross-border
collaborations and elevated the Group’s brand image in the Greater Bay Area. It also launched the
“Guangdong-Hong Kong Business Registration and Banking Services Connect” to provide cross-
border business registration for SMEs in Hong Kong to assist their development in the Greater
Bay Area. By establishing branches and automated banking services in Hong Kong’s major cross-
border transportation termini, including Hong Kong International Airport, West Kowloon Rail
Station of the Guangzhou-Shenzhen-Hong Kong Express Rail Link and the Hong Kong-Zhuhai-
Macao Bridge, it fully expanded its service network for cross-border customers. It accelerated the
mutual access of cross-border services and mutual brand recognition so as to meet the demand
of customers from Guangdong, Hong Kong and Macao for financial services, including account
opening, payment services, wealth management and financing, thus helping to build the Greater
Bay Area into a high-quality lifestyle destination that is ideal for living, working and travelling.
As a result, it achieved an encouraging increase in the number of cross-border customers.
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BOCHK elevated its competitive edge in financial markets and accelerated the development
of its diversified business platforms. Actively responding to market changes, BOCHK promoted
business diversification and conducted stringent risk management and control measures. It
strengthened its trading system infrastructure and refined its electronic trading platform in
order to improve its trading capability. It also enhanced the development of innovative treasury
products and enriched its product and service portfolios, which led to continuous growth in
market competitiveness and customer base, and a relatively rapid growth in customer-driven
business. Leveraging its leading position in the banknote market, BOCHK actively developed
its banknote business in the Asia Pacific region and further reinforced its competitive edge in
the wholesale banknotes business. Its bond underwriting business was satisfactory as it assisted
corporates and institutions to successfully issue a number of USD, EUR and RMB-denominated
green bonds. Capitalising on the collaborative synergy of its diversified business platforms,
BOCHK continued to boost the development of its business platforms, including life insurance,
asset management, custody and trust services as well as securities and futures, to provide
customers with whole-value-chain financial services and forge new competitive advantages.

BOCHK expedited digital development and promoted innovation in FinTech. BOCHK
strengthened O20 integration and remained committed to becoming a customer-centric
digital bank. As a result, both the total number of customers using e-channels and the number
of e-channel transactions continued to rise. BOCHK continued to enhance its cross-border
payment and collection services with the launch of the BoC Pay, the first one-stop cross-border
payment mobile application to support UnionPay QR code payment and added-value services
for customers in both the Chinese mainland and Hong Kong. It also launched BoC Bill, the
first comprehensive collection platform in Hong Kong to support UnionPay QR code payment,
providing merchants with comprehensive collection services through different collection
channels. In support of the Faster Payment System (FPS) introduced by the Hong Kong Monetary
Authority (HKMA), it provided HKD and RMB real-time interbank transfer and cross-platform
merchant collection services for personal and corporate customers. It enhanced iService to
support branch personnel and its cloud-based call centre with mobile terminals, leading to a
notable improvement in the overall productivity of its service network. The promotion of finger
vein authentication services provided customers with a more convenient identity authentication
process. BOCHK also enhanced the development of a new smart branch model and launched
a new customer service process. With the aim of building a green bank, it continued to
enhance paperless business operations and digital information in order to reduce the adverse
environmental impact.

BOCHK was awarded “Strongest Bank in Asia Pacific and Hong Kong”, “Best Trade Finance
Bank in Hong Kong” and “Best Corporate Trade Finance Deal in Hong Kong” from The Asian
Banker, “Best Bank for CSR in Hong Kong” from Asiamoney, “Hong Kong Domestic Cash
Management Bank of the Year”, “Gold and Precious Metals Bank of the Year — Hong Kong”,
“Service Innovation of the Year — Hong Kong”, “Mobile Banking Initiative of the Year —
Hong Kong” and “Digital Banking Initiative of the Year — Hong Kong” from Asian Banking
and Finance, “Best Hong Kong Deal” from FinanceAsia and “Best SME’s Partner Gold Award”
from the Hong Kong General Chamber of Small and Medium Business. Its issuance of additional
tier 1 capital securities during the year also received the “Best Hong Kong Deal” award from
FinanceAsia.

(Please refer to the results report of BOCHK for a full review of BOCHK’s business performance and related information.)
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Comprehensive Operation Platforms

The Bank gave full play to the competitive advantages inherent in its integrated operations and
actively seized opportunities arising from the Belt and Road Initiative and the development of
China’s multi-layered capital markets. By focusing on its specialised business areas, deepening
business collaboration and promoting cross-selling and product innovation, it provided
comprehensive and high-quality financial services to customers.

Investment Banking Business
BOCI

The Bank is engaged in investment banking business through BOCI. As at the end of 2018, BOCI
had an issued share capital of HKD3.539 billion, total assets of HKD64.058 billion, and net assets
of HKD18.483 billion. In 2018, BOCI realised a profit for the year of HKD1.607 billion. BOCI
holds leading positions in a number of its core businesses.

BOCI actively captured strategic opportunities arising from the Belt and Road Initiative, Chinese
enterprises’ “Going Global” efforts, mixed ownership reform of state-owned enterprises and the
development of the Guangdong-Hong Kong-Macao Greater Bay Area. It continuously strengthened
its marketing efforts, reinforced internal controls and enhanced risk management practices.
With the aims of serving the real economy and supporting private enterprises, BOCI strived to
improve its core businesses and strengthened its integrated “investment banking + commercial
banking” services.

BOCI made solid progress in providing integrated cross-border services for global clients. It
actively explored opportunities in the Southeast Asian market, strengthened its development in
M&A business and leveraged its structural advantages in government services and its financial
solution expert panel to promote cross-border cooperation with the Group’s branches and
subsidiaries. In addition, it achieved steady progress in its equity underwriting and financial
advisory businesses, including assisting Qingdao Haier’s IPO, which was the first Chinese
D-share to be listed on the China Europe International Exchange in Frankfurt. BOCI’s bond
issuance and underwriting businesses continued to maintain leading positions in the market.
Deeply rooted in Hong Kong and Macao, BOCI leveraged its competitive edges in the Chinese
mainland and continued to expand its sales network globally. Keeping abreast of market changes,
it further improved its value and influence as a think tank in terms of research capability.

BOCIT steadily upgraded its brokerage and trading system with the aid of big data and Al
technologies, thus strengthening its cross-selling and improving its targeted marketing and
customer services. To keep ahead of market trends, BOCI launched callable bull/bear contracts,
thereby solidifying its leading positions in terms of brokerage and equity derivatives business
in Hong Kong. It improved its asset management business structure with a focus on providing
differentiated investment products and services for its clients. Moreover, it offered a full range
of comprehensive wealth management and inheritance solutions and private banking investment
products, and continuously improved its service and system platforms in a bid to consolidate
its leading position and competitive advantages among Chinese-funded private banks. BOCI-
Prudential Asset Management Limited, a subsidiary of BOCI, maintained its position as a top-
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ranked service provider in the Hong Kong Mandatory Provident Fund (MPF) and Macao Pension
Fund businesses. BOCI further enriched its investment fund offering and actively participated
in the Mainland-Hong Kong Mutual Recognition of Funds (MRF) scheme to provide quality
services to Chinese mainland investors.

BOCT seized opportunities arising from capital market developments in the Chinese mainland,
strengthened cross-border business cooperation, explored high-quality projects in line with
industry development trends and increased RMB equity investment. In addition, it established a
new benchmark in the global commodities market by launching the “BOCI China Commodities
Index”, and boosted the internationalisation of China’s futures market by completing the first
offshore trades of Chinese domestic crude oil and iron ore futures.

BOCI received a number of awards from respected media organisations, including “Best
Corporate & Investment Bank”, “Best Private Bank, Hong Kong — High Net Worth Individuals”,
“Best Overall Chinese Bank for BRI”, “Best Bond House”, “Base Metals House of the Year,
Asia”, “Innovation House of the Year, Asia” and “Mutual Funds — Equity—-Hong Kong —
Outstanding Performer”, and “MPFs (10 Years) — Equity—Global — Outstanding Performer”.

BOCI China

The Bank is engaged in securities-related business in the Chinese mainland through BOCI China.
As at the end of 2018, the registered capital, total assets and net assets of BOCI China were
RMB2.500 billion, RMB47.200 billion and RMB12.045 billion, respectively. It realised a profit
for the year of RMB706 million in 2018.

BOCI China endeavoured to push forward business transformation and outperform its peers.
Deepening the synergistic advantages of “investment bank + commercial bank”, “investment
bank + investment” and “domestic + overseas” in its investment banking business. BOCI
China shifted its investment banking focus towards transaction-driven comprehensive financial
services, shifted its asset management business focus towards active management. In 2018,
it ranked ninth for both stock and bond underwriting scale, and seventh and eighth for asset
under management (AUM) and income respectively. BOCI China pushed forward its brokerage
business transformation with a focus towards wealth management, while improving the versatility
of its branches. As a result, BOCI China continually increased its service capability and market
influence.

BOCI China was awarded “Top Ten Asset Securitisation Investment Banks”, “Excellent
Emerging Investment Bank”, “Five-star Green Bond Programme”, “Excellent Asset Management
Broker”, “Top Ten Innovative Asset Management/Fund Products” and “Excellent Fixed-income
Investment Team” by Securities Times, “Avant-garde Customer Services Delivered by Chinese
Institutions” by International Financial News and “Most Valuable Golden Bull Analyst” by
China Securities Journal.
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BOCIM

The Bank is engaged in fund management business in the Chinese mainland through BOCIM.
As at the end of 2018, BOCIM’s registered capital amounted to RMB100 million, its total assets
stood at RMB4.060 billion and its net assets totalled RMB3.020 billion. Its profit for the year
reached RMB973 million.

By steadily expanding its asset management business and implementing sound internal controls
and risk management, BOCIM achieved continuous growth in profitability, improved its brand
and market reputation and further enhanced its comprehensive strengths. As at the end of 2018,
BOCIM’s AUM reached RMB769.2 billion. In particular, its public-offered funds reached
RMB401.1 billion and its non-monetary public-offered funds reached RMB187.6 billion.

In 2018, BOCIM won “the 20" Anniversary of Fund Industry — Best Fixed Income Fund
Manager” from China Fund, as well as the “Gold Fund” Top Fund Company Award from
Shanghai Securities News and other prestigious awards.

Insurance
BOCG Insurance

The Bank is engaged in general insurance business in Hong Kong through BOCG Insurance.
As at the end of 2018, BOCG Insurance reported issued share capital of HKD3.749 billion,
total assets of HKID8.563 billion and net assets of HKD4.002 billion. In 2018, BOCG Insurance
recorded gross written premiums of HKD2.344 billion and a profit for the year of HKD21
million. It remained at the forefront of the Hong Kong general insurance market in terms of gross
written premium.

BOCG Insurance actively served the Belt and Road Initiative and the development of the
Guangdong-Hong Kong-Macao Greater Bay Area. Through strengthened collaboration with the
Group’s institutions, it secured a contract for all-risk property insurance with the Vientiane World
Trade Centre in Laos and a contract for third-party liability insurance covering cars passing over
the Hong Kong-Zhuhai-Macao Bridge, representing new breakthroughs in collaboration formats
that have enhanced its integrated financial service capacity.

Upholding the strategic philosophy of “advancing development through technology, featured
businesses, innovation and market-oriented approaches” and the market development strategy
of “deepen services in Hong Kong, refine business approach in the Chinese mainland, reach
out to overseas markets and widen brand awareness”, BOCG Insurance continuously deepened
cooperation with other insurance companies. It seized market opportunities through reinsurance
channels, thus expanding its business coverage from regional to international. It also promoted
the upgrade of its core business system and its new official website, and adopted membership
management of customers, thus further improving customer experience.
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Taking its strategy, market conditions, regulations and technology into consideration, BOCG
Insurance continued to improve its organisational structure in accordance with the management
principles governing customers, products and channels. It also made a concerted effort to
establish a full-scale, whole-process and all-staff risk management system so as to ensure the
sound function of the “three lines of defence” for internal control. BOCG Insurance strengthened
its risk management early warning mechanism, which effectively reduced the impacts of natural
disasters including Typhoon Mangkhut. Moreover, it reinforced its risk appetite management for
insurance underwriting, reinsurance and investment, and efficiently enhanced risk compliance
awareness, all of which led to more professional risk management.

BOC Life

The Bank is engaged in life insurance business in Hong Kong through BOC Life. As at the
end of 2018, BOC Life’s issued share capital was HKD3.538 billion, total assets amounted to
HKD132.415 billion and net assets amounted to HKDS8.317 billion. Its profit for the year was
HKD854 million.

BOC Life proactively broadened its multiple distribution channels and developed innovative
products and value-added services. Meeting differentiated customers’ needs, BOC Life launched
the revamped “SmartUp Plus Whole Life Insurance Plan” and the new “SmartGuard Critical
Illness Plan” to increase the value of new business. It introduced a new annuity product “Smart
Immediate Annuity Plan” to cater to customers’ demands in annuity product and retirement
protection. As part of its innovation in distribution platforms, BOC Life gained a foothold in the
insurance product platforms of renowned internet companies so as to attract more customers from
the mobile segment. It launched its first critical illness product “AlongPro Critical Illness Plan”
on these online platforms as well as on the BOC Life official website. 2018 marked the 20th
anniversary of BOC Life. It rolled out a series of promotional programmes to raise awareness of
its life insurance business and further strengthen its brand image.

BOC Life increased the application of innovative technology and effectively enhanced customer
experience. It launched an innovative Al chatbot service to provide customers with information
about insurance, payments, claims, etc. In an effort to develop the younger customer segment,
BOC Life promoted its electronic policy services and launched “eClaims” to provide customers
with convenient and efficient claim assessment services. In line with the FPS introduced by the
HKMA, BOC Life was among the first batch of insurance companies in Hong Kong to apply its
instant payment functions for premium collection and claims payment.

BOC Life achieved sound financial performance. Moody’s Investors Service upgraded its
insurance financial strength rating by one notch to A1, which reflects BOC Life’s track record of
solid profitability, solvency ratio and capital strength.

BOC Insurance

The Bank is engaged in property insurance business in the Chinese mainland through BOC
Insurance. As at the end of 2018, BOC Insurance reported registered capital of RMB4.535 billion,
total assets of RMB12.606 billion and net assets of RMB3.969 billion. In 2018, it realised gross
written premiums of RMB6.050 billion, and a profit for the year of RMB205 million.
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Following national strategies, BOC Insurance paid attention to market trends and customer needs,
remained committed to serving the real economy and continued to improve its comprehensive
financial services. It actively responded to the Belt and Road Initiative by supporting large
domestic enterprises in their “Going Global” efforts. It maintained a leading position in overseas
insurance business, covering nearly 30 industries in more than 70 countries and regions including
Asia, Africa and South America. It pioneered customs bond insurance to make customs clearance
more convenient for import enterprises. BOC Insurance supported enterprises’ technological
innovations by being an authorized insurer in the pilot program of the insurance compensation
mechanism for the first (set of) major technical equipment, so as to facilitate equipment
improvement. It supported regional development strategies and assisted in the development
of Guangdong-Hong Kong-Macao Greater Bay Area by providing insurance services for the
Hong Kong-Zhuhai-Macao Bridge. In addition, it assumed its share of social responsibility by
joining the single-purpose pre-paid card performance bond insurance pool and the China Urban
and Rural Residential Building Earthquakes Catastrophe Insurance Pool for Chinese urban and
rural residential buildings. BOC Insurance handled various insurance claims in an efficient and
dedicated manner. It launched a timely emergency mechanism to deal with natural disasters and
major accidents. It also ensured fast claim handling in order to effectively support customers in
restoring production and continuously enhance the customer experience.

Thanks to a sound risk condition and steady operations, BOC Insurance received an “A”
regulatory rating for the ninth consecutive quarter, and also maintained an “A-" rating and
“stable” outlook from Standard & Poor’s in recognition of the remarkable enhancement in its
overall capabilities. It received “Outstanding Insurance Brand” award in the 2018 leading in
China Awards organised by JRJ.com, as well as being recognised as “2018 Excellent Competitive
Property Insurance Company” by China Business. Its customs bond insurance product won the
“Innovative Insurance Product” award at Hexun’s 2018 China’s Financial Annual Champion
Awards.

BOC-Samsung Life

The Bank is engaged in life insurance business in the Chinese mainland through BOC-Samsung
Life. As at the end of 2018, BOC-Samsung Life’s registered capital stood at RMB1.667 billion,
total assets amounted to RMB14.805 billion and net assets amounted to RMB1.291 billion. In
2018, BOC-Samsung Life recorded written premiums and premium deposits of RMB7.204 billion
and a profit for the year of RMB35 million.

BOC-Samsung Life continued to enhance its cross-selling and collaborative service capabilities
within the Group. It realised a year-on-year increase of 96% in group insurance premiums
brokered by the Bank, and a year-on-year increase of 105% in premiums insuring BOC credit
card clients. It expanded its customer service channels by launching new branches in seven
regions including Suzhou, Jiangsu, and Zhongshan, Guangdong. BOC-Samsung Life also
constructed a comprehensive life insurance service portal on the BOC mobile banking platform
and provided a physical examination service at the Samsung Medical Centre for high-end clients.
It upgraded its mobile sales system and service platforms and launched a new core system for
group insurance, improving its automatic underwriting efficiency by nearly 60% and increasing
the proportion of after-sale service processes conducted via the WeChat official account by
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nearly 20%. Moreover, BOC-Samsung Life strengthened its product development capability and
introduced a specific illness insurance product “AiJiaBao”, which strengthened the protection
function of its product line.

BOC-Samsung Life was awarded “2018 China’s Insurance Annual Champion Awards-Excellent
Foreign Insurance Company” by National Business Daily. Its lifetime critical illness insurance
product “XiangYou” and life insurance product “ZunXiangJiaYing II” won the “Health Products
of the Year Award” and “Life Insurance Products of the Year Award” respectively at the 2018
Insurance Product Innovation Forum held by China Insurance News.

Investment Business
BOCG Investment

The Bank is engaged in direct investment and investment management business through BOCG
Investment. BOCG Investment’s business scope includes private equity investment, fund
investment and management, real estate investment and management and NPA investment. As
at the end of 2018, BOCG Investment recorded issued share capital of HKD34.052 billion, total
assets of HKD116.299 billion and net assets of HKD61.264 billion. In 2018, it recorded a profit
for the year of HKD3.892 billion.

BOCG Investment effectively implemented the Group’s overall development strategies and
steadily pushed forward its business transformation from “investment” to ‘“‘investment +
investment management”. It focused on opportunities arising from new industries and new
business types and formats, and completed investments in a number of major projects.
It actively participated in the development of the Guangdong-Hong Kong-Macao Greater Bay
Area, and initiated the establishment of the Greater Bay Area Homeland Development Fund.
In the course of diversifying its financing channels, BOCG Investment issued RMB1.0 billion
and RMB2.0 billion of Panda Bonds in the Shanghai Stock Exchange and domestic interbank
bond market respectively in 2018. In line with the Group’s targeted poverty alleviation
initiatives, it completed the initial stage of capital injection in the Xianyang City — CP Group
Pig-Farming Project. BOCG Investment achieved sustainable development through strengthening
post-investment management and exit management.

BOC Asset Investment

The Bank is engaged in debt-for-equity conversion and related business in the Chinese mainland
through BOC Asset Investment. As at the end of 2018, the registered capital of BOC Asset Investment
was RMB10.000 billion, with its total assets and net assets standing at RMB21.172 billion and
RMB10.107 billion respectively. Its profit for the year totalled RMB234 million.

BOC Asset Investment actively implemented the national strategy of deepening supply-side
structural reform. It conducted debt-for-equity conversions based on both market-oriented and
law-based principles, with the aim of improving enterprises’ business operations and helping
them to reduce leverage ratios and improve market value. In 2018, the market-oriented debt-for-
equity conversion business of BOC Asset Investment reached RMB43.861 billion. Seventeen
director-supervisors were appointed to participate in the corporate governance of the enterprises
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conducting the conversion. BOC Asset Investment established a subsidiary company engaged in
private equity investment funds and successfully launched its first debt-to-equity private equity
investment fund. The company also explored a new approach to market-oriented debt-for-equity
conversion business by completing the first project in China to convert non-listed non-public
joint-stock companies into preferred shares.

Leasing Business
BOC Aviation

The Bank is engaged in the aircraft leasing business through BOC Aviation. BOC Aviation is one
of the world’s leading aircraft operating leasing companies and is the largest aircraft operating
leasing company headquartered in Asia, as measured by the value of owned aircraft. As at
31 December 2018, BOC Aviation recorded issued share capital of USD1.158 billion, total assets
of USD18.256 billion and net assets of USD4.199 billion. It recorded a profit for the full year of
USD620 million.

Committed to pursuing sustainable growth, BOC Aviation continued to implement its proactive
business strategy and steadily promoted its standing in the aircraft leasing industry. Actively
supporting the Belt and Road Initiative, it had leased more than 75% of its aircraft to airlines of
Belt and Road countries and regions, as well as airlines based in the Chinese mainland, Hong
Kong, Macao and Taiwan, as of 31 December 2018. Actively targeting customer demand, the
company took delivery of 55 aircraft, including five aircraft that airline customers purchased
at delivery, all of which have been placed on long-term leases, as its owned fleet continued to
expand. During the 2018 year, BOC Aviation signed 92 leases for future deliveries and added 17
new customers. The company consistently sought to optimise its asset structure and improve its
sustainable development. It sold 34 owned and seven managed aircraft in 2018, leaving it with an
average owned fleet age of three years (weighted by net book value) as at 31 December 2018, one
of the youngest aircraft portfolios in the aircraft leasing industry.

(Please refer to the BOC Aviation Annual Report for a full review of its business performance.)
Service Channels

The Bank has established professional and diversified service channels and provides
comprehensive financial services to customers in the Chinese mainland and many other countries
and regions. Centred on enhancing customer experience, the Bank pushed forward its service
channel integration and outlet transformation so as to attract more customers and drive stronger
economies of scale. As a result, it cultivated an ecosystem wherein online and offline channels are
integrated and financial and non-financial scenarios are seamlessly connected.

Outlet Development
The Bank pushed forward the construction of its next-generation intelligent outlets, featuring
smart counters. Led by the popularisation and upgrading of smart counters, it endeavoured to

transform its outlets’ service model from transaction-processing to value-creating. In 2018, the
Bank completed nine smart counter upgrades and rolled out 41 categories of service scenarios
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with 186 sub-categories. Smart counters provide an intelligent service system covering basic
finance, targeted sales, online and offline coordination, cross-border features and corporate
banking. At the same time, the Bank installed smart counters in all of its banking outlets in the
Chinese mainland, further increasing the Bank’s smart service capability and coverage. Mobile
counters covers 36 tier-1 branches in the Chinese mainland with the aim of encouraging a
proactive approach to acquiring customers beyond the boundary of the outlet hall, thus expanding
the Bank’s financial service coverage and transforming its operation model. The Bank piloted
corporate account opening via mobile counters. It extended its services, including corporate
account opening, product enabling and online services, to off-premises marketing scenarios
for the first time. As a result, the launch of mobile counters further improved the Bank’s basic
customer and account service capabilities. The Bank also piloted a cash version of smart counters.
Taking RMB banknotes as the starting point, these smart counters provide a one-stop smart cash
service integrating multiple mediums, denominations and transaction options for customers. The
cash-based smart counters represented a breakthrough in solving the “last mile” problem in the
migration of counter-based services.

The Bank optimised its outlet performance assessment system and carried forward the
classification and differentiated development of its outlets. It also extended its service channels
and improved financial services in county areas. The Bank consistently refined the operational
management of its outlets and adjusted the authority and responsibilities of outlet employee
positions. It improved outlets’ marketing service approaches to improve customer experience and
strengthened the risk management of each outlet business line, thus enhancing comprehensive
operational efficiency.

As at the end of 2018, the Bank’s domestic commercial banking network (including Head Office,
tier-1 branches, tier-2 branches and outlets) comprised 10,726 branches and outlets. Its
domestic non-commercial banking institutions totalled 467, and the number of its institutions in
Hong Kong, Macao, Taiwan and other countries and regions totalled 548.

Unit: single item, except percentages

As at As at

31 December 31 December
Items 2018 2017 Change (%)
ATM 41,723 42,507 (1.84%)
Smart Counter 26,044 16,235 60.42%
Self-service terminal 17,627 31,239 (43.57%)

Internet Finance

Pursuing innovation-driven development in internet finance, the Bank realised rapid growth in
its mobile banking business with enriched functions and improved user experience. The Bank’s
internet finance business ranking rose significantly in evaluations made by authorities
and mainstream media. In 2018, the Bank’s substitution ratio of e-banking channels for
outlet-based business transactions reached 93.99%. Its e-channel transaction amount reached
RMB223.53 trillion, an increase of 16.18% year on year. Among this, mobile banking transaction
volumes reached RMB20.03 trillion, an increase of 82.68% year on year, making mobile banking
the online trading channel with the most active customers.
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Unit: million customers, except percentages

As at As at

31 December 31 December
Items 2018 2017 Change (%)
Number of corporate online banking customers 3.8905 3.4169 13.86%
Number of personal online banking customers 166.2361 147.9722 12.34%
Number of mobile banking customers 145.3118 115.3257 26.00%
Number of telephone banking customers 113.7678 113.3691 0.35%

Unit: RMB billion, except percentages

Items 2018 2017 Change (%)
Transaction amount of corporate online banking  190,007.123  165,881.831 14.54%
Transaction amount of personal e-banking 30,076.152 22,591.912 33.13%
Transaction amount of mobile banking 20,031.165 10,965.139 82.68%

Following a “Mobile First” strategy, the Bank built a mobile portal for its integrated financial
services. Its new mobile banking offers approximately 200 types of financial services, further
improving its functions and user experience. The Bank’s mobile banking portal also created
customised services by leveraging new technologies such as Al, big data and biometric
identification. The Bank introduced new features to its mobile banking service including
facial recognition and authentication, speech recognition search, gesture login, and rolled out
intelligent investment advisor and smart customer service functions, etc. As a result, it improved
the intelligent service levels of its mobile banking. The Bank provided featured services such
as cross-border finance, integrated finance, mobile payment and asset management, as well
as functions including digital credit cards, Visa Express and reservation of foreign currency
banknotes. To increase customer interactions and customer stickiness, the Bank utilised
webcasting for mobile banking by building BOC Live Platform. It also created more security
authentication methods for its mobile banking services, promoting SIM Key and Mobile Key on
a pilot basis. The Bank further improved the service functions of its online banking, telephone
banking, WeChat banking and SMS banking, thus creating better customer experience.

The Bank continuously enriched its internet finance products. Based on market and customer
demand, the Bank offered leading products such as online payment, financial supermarket, “BOC
E-Credit”, “BOC E Rong Hui” and “BOC Easy-trade Cyber-tariff”. It promoted the development
of online payments, and became the first bank to connect to, conduct transactions on, and switch
directly-connected transactions to the online clearing platform. It also introduced the pioneering
cross-border UnionPay QR code payment product. The Bank has built a one-stop financial
supermarket to integrate Group-wide resources. It offers 18 categories of investment and wealth
management products covering bank wealth management, funds distribution, precious metals, foreign
exchange, etc. Focusing on data and scenarios, the Bank endeavoured to expand the customer base
and enrich the customer acquisition scenarios of “BOC E-Credit”. It established an innovation
and incubation mechanism for online financing, and developed a credit risk assessment model for
personal customers based on consumer behaviours and scenario data. The Bank maintained its
competitive advantages in tariff business. Cooperating with the General Administration of Customs
and PBOC, it became the first bank in the industry to pilot and launch the “Single Window” model
for tax payment and electronic letter of guarantee for tariff payments services nation-wide. The
“BOC Easy-trade Cyber-tariff” business continued to lead its peers in market share.
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The Bank enriched its service scenarios to improve customer stickiness. Using mobile banking
as a unified portal, the Bank reinforced external scenario cooperation, attracted more quality
merchants to its “Life Channel” and provided more cross-border services, branch-featured
services as well as other value-added services. The Bank launched the E-BOC scenario expansion
platform. It embedded its products into internet scenarios to deliver public services such as online
account opening, inter-bank transfer, and risk evaluation. It also released scenario-based financial
services, including Precious Metals Savings and reservation of foreign currency banknotes,
together with partners.

The Bank further leveraged FinTech to enhance the fundamental service capacity of its internet
finance business. It established an enterprise-level concurrent risk control system and a whole-
process internet finance risk management and control system that covers pre-event, concurrent
and post-event risk control. The Bank further enhanced its big data analysis capabilities by
building a customer tag service system. This system covers both corporate and personal
customers, and has allowed the Bank to construct targeted service of data mining, data analysis,
marketing strategy and outcome feedback. The Bank also rolled out the main functions of its
new-generation customer service programme, building a cross-channel, cross-scenario and cross-
platform intelligent customer contact centre. It also introduced a video-based online global expert
service, thus constantly improving its smart customer service capability. The Bank upgraded its
corporate mobile banking by adding biometric identification, account management, electronic
reconciliation and comprehensive transfer functions, and by launching online corporate account
opening, corporate group insurance and proactive marketing for wealth management products.

Information Technology Development

Following a technology and innovation-driven strategy, the Bank continuously improved its IT
governance and promoted the integrated development of the Group’s information technology.
These improvements actively facilitated the implementation of the Group’s strategy.

The Bank successfully completed its overseas information system integration and transformation
project, an effort which lasted for six years and covered 50 countries and regions on six
continents. Through this system, the Bank realises global coverage with one core system,
information system version unification, centralised deployment and integrated operation and
management. The Bank launched key projects including mobile banking, smart counters,
transaction banking, smart customer service, intelligent investment advisor, intelligent customer
management, consumer finance, a quantitative trading platform, a smart risk control system and a
scenario-based financial ecosystem, thus supporting its business development and promoting the
Group’s digital transformation.

The Bank followed a technical development route that gives equal emphasis to centralised and
distributed architectures, so as to push forward the strategic transformation of its technical
architecture. It established three new technology platforms: cloud computing, big data and
Al. These platforms are the foundations for the network-based, intelligent and ecological
management of the Bank’s business and operations. It also made substantial breakthroughs in
disaster-recovery backup and high availability architecture, laying a foundation for the long-term
development of the Bank’s IT capacity. Adapting to development trends in the digital era, the
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Bank boosted the transformation of its IT systems and mechanisms by establishing its first global
innovation and R&D base in Singapore and launching an international version of its mobile
banking service.

The Bank conducted research into the applications of such novel technologies as Al, biometric
identification, and blockchain technology. The research focused on applying such technologies
to prevent and control risks, enhance customer experience, strengthen business transactions,
and improve security operations, etc. Adhering to the principle that FinTech innovation should
essentially serve business development, the Bank closely tracked developments in core FinTech
applications, explored scenario-based applications, and pushed forward the integration of
innovative technologies within its businesses. It launched a forfaiting trading platform designed
and developed jointly with other banks based on blockchain technology. The Bank deepened
the application of Al technologies to conduct research and development of its foreign exchange
price forecast model and intelligent SWIFT routing model. It also explored the application of
deep learning technology to improve its modelling result, in order to enhance the reliability of its

~

Focusing on the Group’s development strategy and adhering to the strategy of driving
development through innovation, the Bank endeavoured to consolidate the foundation of
its products and services, improve customer experience and facilitate the integration of
technological innovation and business innovation.

forecasting.

-~

Column IV: Pushing forward innovation-driven development

Strengthening top-level design and building an innovation management system. The
Bank continued to optimise its innovation mechanism and established an Innovation and
Product Management Committee. In November 2018, the Bank established its first global
innovation and R&D base in Singapore. Drawing on its advantages in overseas financial
services, it focused on investment and financing services for cross-border customers, trade
finance, cross-border clearing and RMB internationalisation, thus driving efforts to build
BOC into a world-class bank in the new era.

Intensifying innovation in products and services based on customer needs. The Bank
endeavoured to build landmark products by emphasising the promotion of “BOC Robot
Advisor”, “Corporate Options on Commodities” and ‘“Sustainability Bonds”. Many
of the Bank’s products and achievements received market recognition and provincial
or ministerial awards, including those in such areas as the Belt and Road initiative,
cross-border finance, green finance, inclusive finance and digital banking.

Fostering an innovation-friendly atmosphere and incentivising employee innovation.
The Bank built a diversified and multi-faceted programme of innovation activities,
including innovation forums, innovation contests, themed “innovation months”, annual
innovation selection and other campaigns, thus effectively stimulating employees’
enthusiasm for innovation. The Bank also stepped up efforts to cultivate innovative
personnel, establishing a three-tier system whereby innovation-focused employees are
classified as innovation experts, innovation talent and young innovation specialists.

N /
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RISK MANAGEMENT

The Bank continued to improve its risk management system in line with the Group’s strategies.
To ensure compliant operations, it implemented local and overseas regulatory requirements,
carried out in-depth rectification and accountability for regulatory initiatives such as the
governance of market disruptions, on-site efficiency examination of risk management, as well as
internal control and quarterly regulatory notifications. It also pushed forward compliance efforts
in effective risk data aggregation and risk reporting. The Bank also optimised its comprehensive
risk governance structure, enhanced the Group’s consolidated management capabilities and
refined the risk assessment process for new products. It promoted the implementation of
advanced capital management approaches, accelerated the upgrading and application of its risk
measurement model, and improved its risk-weighted asset (RWA) measurement detailed rules.
At the same time, the Bank sped up the construction of its risk management information system,
with its Global Limit Control System being awarded “First Prize for Banks’ Technological
Progress” by the PBOC. It strengthened its risk data governance, improved its risk data standards
and risk reporting capability, and earnestly promoted the application of big data and other new
technologies in risk management.

The risk management framework of the Bank is set forth below:
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Credit Risk Management

Closely tracking changes in macroeconomic and financial conditions, the Bank controlled and
mitigated credit risks. It adjusted the structure, promoted the development and consolidated the
foundations of its credit risk management function. In addition, the Bank strengthened credit asset
quality management, pushed forward the optimisation of its credit structure, further improved
its credit risk management policies and took a proactive and forward-looking stance on risk
management.
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Taking a customer-centric approach, the Bank further strengthened its unified credit granting
management and enhanced full-scope centralised credit risk management. It improved its
long-acting credit management mechanism and asset quality monitoring system and further
enhanced potential risk identification, control and mitigation mechanisms by intensifying post-
lending management and reinforcing customer concentration management and control. The
Bank enhanced the supervision of risk analysis and asset quality control in key regions and
strengthened window guidance on all business lines. In order to effectively strengthen the
management and control of customer concentration risk, the Bank constructed the management
policies of large exposures, which specified the management structure, working process and
measurement rules, etc.

The Bank continuously adjusted and optimised its credit structure. With the aim of advancing
strategic implementation and balancing risk, capital and return, it stepped up the application of
the New Basel Capital Accord and improved the management plans of its credit portfolios. In
line with the government’s macro-control measures and the direction of industrial policy, the
Bank enacted guidelines for industrial lending and continued to push forward the building of an
industrial policy system so as to optimise its credit structure.

In terms of corporate banking, the Bank further strengthened risk identification and control,
proactively reduced and exited credit relationships in key fields, strictly controlled the gross
outstanding amount and use of loans through limit management and prevented and mitigated
risk from overcapacity industries. It intensified the management of loans to local government
financing vehicles (LGFVs) and strictly controlled the outstanding balances. In addition, the
Bank implemented the government’s macro-control policies and regulatory measures in the real
estate sector so as to strengthen the risk management of real estate loans. In terms of personal
banking, the Bank improved unified credit granting management for personal customers and
revised management policies for unsecured start-up loans, small-amount loans for poverty
alleviation, and loans mortgaged against rural contracted land management rights or farmers’
housing property rights, thus supporting the development of its inclusive finance business. It
kept improving management policies for personal online loans and credit card overdrafts, in
order to prevent the risks of excessive credit and cross-infection. The Bank enforced regulatory
requirements and continued to strictly implement differentiated policies on residential mortgages.
It also strengthened the risk control of key products and regions.

The Bank strengthened country risk management. It performed an annual review of country risk
ratings and implemented limit management and control of country risk exposures. It pushed
forward the production and launch of the new Country Risk System, realised timely tally of
country risk exposure at the Group level and assess, monitor, analyse and report its exposures
on a regular basis. The Bank also established a country risk monitoring and reporting system
covering “yearly reporting and the timely reporting of material risk events”, which made it
possible to regularly publish country risk analysis reports within the Group and make timely
assessments of the impact of material country risk events. In addition, the Bank adopted
differentiated management of potentially high-risk and sensitive countries and regions. By
concentrating its net exposures to country risk in countries and regions that are relatively low or
low, the Bank contained its overall country risk at a reasonable level.
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The Bank further stepped up the collection of NPAs. It re-allocated internal and external
collection resources, and continued to adopt centralised and tiered management of NPA projects.
It reinforced the supervision of key regions and key projects, in order to improve the quality and
efficiency of disposals. The Bank proactively explored the application of “Internet Plus” in NPA
collection, and diversified its disposal channels. In addition, it adopted policies based on the
actual conditions of individual enterprises and took multiple measures where necessary. It gave
full play to the role of creditor committee and enhanced the application of debt-for-equity swaps
and restructuring efforts to help enterprises get out of difficulties, with the aim of realising mutual
benefit for the Bank and the enterprises, and to support the real economy.

The Bank scientifically measured and managed the quality of credit assets based on the
Guidelines for Loan Credit Risk Classification, which requires Chinese commercial banks to
classify loans into the following five categories: pass, special-mention, substandard, doubtful and
loss, among which loans classified as substandard, doubtful and loss are recognised as NPLs. In
order to further refine its credit asset risk management, the Bank used a 13-tier risk classification
criteria scheme for corporate loans to domestic companies, covering on-balance sheet and off-
balance sheet credit assets. In addition, the Bank strengthened risk classification management of
key industries, regions and material risk events, and dynamically adjusted classification results.
It strengthened the management of loan terms, managed overdue loans by the name list system
and made timely adjustments to risk classification results, so as to truly reflect asset quality.
The overseas institutions of the Bank operated in line with the Guidelines for Loan Credit
Risk Classification or the local applicable rules and requirements on credit risk classification,
whichever is stricter.

As at the end of 2018, the Group’s NPLs® totalled RMB166.941 billion, an increase of
RMB&8.472 billion compared with the prior year-end. The NPL ratio was 1.42%, down by
0.03 percentage point compared with the prior year-end. The Group’s allowance for impairment
losses on loans and advances was RMB303.781 billion, an increase of RMB51.527 billion
compared with the prior year-end. The coverage ratio of allowance for loan impairment losses
to NPLs was 181.97%, up by 22.79 percentage points from the prior year-end. The NPLs of
domestic institutions totalled RMB162.778 billion, an increase of RMB8.570 billion compared
with the prior year-end. Domestic institutions’ NPL ratio was 1.76%, down by 0.04 percentage
point compared with the prior year-end. The Group’s outstanding special-mention loans stood
at RMB342.363 billion, an increase of RMB25.338 billion compared with the prior year-end,
accounting for 2.90% of total loans and advances, down by 0.01 percentage point from the prior
year-end.

é The loans and advances to customers in “Risk Management — Credit Risk Management” section are exclusive of

accrued interest.
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Five-category Loan Classification

Unit: RMB million, except percentages
As at 31 December 2018  As at 31 December 2017

Items Amount % of total Amount % of total

Group
Pass 11,278,379 95.68% 10,421,064 95.64%
Special-mention 342,363 2.90 % 317,025 2.91%
Substandard 49,788 0.42% 59,265 0.54%
Doubtful 49,341 0.42% 45,404 0.42%
Loss 67,812 0.58 % 53,800 0.49%
Total 11,787,683 100.00% 10,896,558 100.00%
NPLs 166,941 1.42% 158,469 1.45%

Domestic
Pass 8,818,838 95.10% 8,140,120 94.83%
Special-mention 291,933 3.15% 288,857 3.37%
Substandard 48,281 0.52% 57,659 0.67%
Doubtful 47,536 0.51% 43,370 0.51%
Loss 66,961 0.72% 53,179 0.62%
Total 9,273,549 100.00% 8,583,185 100.00%
NPLs 162,778 1.76 % 154,208 1.80%

Migration Ratio

Unit: %
Items 2018 2017 2016
Pass 2.20 1.97 3.05
Special-mention 23.70 20.37 19.39
Substandard 51.89 57.97 36.67
Doubtful 33.57 31.98 4431

In accordance with IFRS 9, the Bank assesses expected credit losses (ECL) with forward-
looking information and makes relevant allowances. In particular, it makes allowances for assets
classified as stage 1 and assets classified as stage 2 and stage 3 according to ECL of 12 months
and ECL of the entire lifetime of the asset, respectively. As at the end of 2018, the Group’s
stage 1, stage 2 and stage 3 loans totalled RMB11,183.826 billion, RMB433.375 billion and
RMB166.952 billion respectively, accounting for 94.90%, 3.68% and 1.42% of total loans.

As at the end of 2018, the Group’s credit-impaired loans totalled RMB166.952 billion, an
increase of RMB9.070 billion compared with the prior year-end. The credit-impaired loans to
total loans ratio was 1.42%, a decrease of 0.03 percentage point compared with the prior year-
end. For domestic institutions, credit-impaired loans totalled RMB162.778 billion, an increase
of RMBS8.570 billion compared with the prior year-end. The credit-impaired loans to total loans
ratio of domestic institutions was 1.76%, down by 0.04 percentage point compared with the prior
year-end. The Bank’s operations in Hong Kong, Macao, Taiwan and other countries and regions
reported credit-impaired loans of RMB4.174 billion and a credit-impaired loans to total loans
ratio of 0.17%, representing an increase of RMB500 million and an increase of 0.01 percentage
point compared with the prior year-end respectively.
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Movement of Credit-Impaired Loans

Unit: RMB million

Items 2018 2017 2016
Group
Balance at the beginning of the year 157,882 145,311 130,237
Increase during the year 83,009 71,573 72,721
Decrease during the year (73,939) (59,002) (57,647)
Balance at the end of the year 166,952 157,882 145,311
Domestic
Balance at the beginning of the year 154,208 141,458 127,635
Increase during the year 80,680 69,854 70,700
Decrease during the year (72,110) (57,104) (56,877)
Balance at the end of the year 162,778 154,208 141,458

Loans and Credit-Impaired Loans by Currency

Unit: RMB million

As at 31 December 2018 As at 31 December 2017 As at 31 December 2016
Total  Impaired Total Impaired Total Impaired
Items loans loans loans loans loans loans
Group
RMB 9,074,501 151,313 8,325,013 145,605 7,607,730 130,301
Foreign currency 2,713,182 15,639 2,571,545 12,277 2,365,632 15,010
Total 11,787,683 166,952 10,896,558 157,882 9,973,362 145,311
Domestic
RMB 8,991,494 151,292 8,243,556 145,540 7,480,833 130,277
Foreign currency 282,055 11,486 339,629 8,608 337,675 11,181
Total 9,273,549 162,778 8,583,185 154,208 7,818,508 141,458

The Bank makes adequate and timely allowances for loan impairment losses based on the
expected credit loss module in accordance with the principles of authenticity and forward looking

approach. Please refer to Notes 1.4 and VI.3 to the Consolidated Financial Statements for the
accounting policy in relation to allowances for impairment losses.

In 2018, the Group’s impairment losses on loans and advances stood at RMB107.905 billion,
an increase of RMB23.880 billion compared with the prior year. The credit cost was 0.95%, an
increase of 0.14 percentage point compared with the prior year. Specifically, domestic institutions

registered impairment losses on loans and advances of RMB106.850 billion, an increase of
RMB25.481 billion compared with the prior year. The credit cost of domestic institutions was
1.20%, an increase of 0.21 percentage point compared with the prior year.
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The Bank continued to focus on controlling borrower concentration risk and was in full
compliance with regulatory requirements on borrower concentration.

Unit: %
As at As at As at
Regulatory 31 December 31 December 31 December
Indicators Standard 2018 2017 2016
Loan concentration ratio of the largest single borrower <10 3.6 3.8 23
Loan concentration ratio of the ten largest borrowers <50 153 17.4 14.2
Notes:
1 Loan concentration ratio of the largest single borrower = total outstanding loans to the largest single
borrower + net regulatory capital.
2 Loan concentration ratio of the ten largest borrowers = total outstanding loans to the top ten borrowers =+ net

regulatory capital.
Please refer to Notes V.17 and VI.3 to the Consolidated Financial Statements for detailed
information regarding loan classification, stage determination, credit-impaired loans and

allowance for loan impairment losses.

The following table shows the top ten individual borrowers as at the end of 2018.

Unit: RMB million, except percentages

Related Outstanding % of
Industry Parties or not loans total loans
Customer A Manufacturing No 68,632 0.58%
Customer B Transportation, storage and No 43,176 0.37%
postal services
Customer C  Transportation, storage and No 35,011 0.30%
postal services
Customer D Commerce and services No 25,312 0.21%
Customer E  Transportation, storage and No 23,868 0.20%
postal services
Customer F Manufacturing No 21,519 0.18%
Customer G Production and supply of No 20,523 0.17%
electricity, heating, gas and
water
Customer H Commerce and services No 20,185 0.17%
Customer I ~ Transportation, storage and No 18,350 0.16%
postal services
Customer J  Production and supply of No 16,521 0.14%
electricity, heating, gas and
water
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Market Risk Management

In response to changes in the market environment, the Bank continued to refine its market risk
management system in order to effectively control its market risk.

The Bank actively adapted to changes in its business and the market by improving its market
risk appetite transmission mechanism and refining its model for the Group’s market risk limit
management. It conducted forward-looking research and judgment regarding market risks and
cross-financial risks in order to improve its counterparty credit risk management process and
mechanism, thus bolstering its risk warning and mitigation capabilities. The Bank enhanced the
accuracy of its risk measurement and improved its risk quantification capability by continuously
advancing the construction of its market risk data mart and management system, and by
studying and applying advanced risk measurement approaches. Please refer to Note VI.4 to the
Consolidated Financial Statements for detailed information regarding market risk.

The Bank strengthened risk management of the Group’s bond investments by closely tracking
market volatility and changes in regulatory policy. Based on the market and business needs,
it has shortened its response time to risks and made timely adjustments and refinements to its
investment policies. In response to high default rates in the bond market, the Bank has improved
the effectiveness of risk inspections and strengthened risk management and control in major
areas.

The Bank assessed the interest rate risk in its banking book mainly through analysis of interest
rate re-pricing gaps, made timely adjustments to the structure of its assets and liabilities based on
changes in the market situation, and controlled the fluctuation of net interest income within an
acceptable level. Assuming that the yield curves of all currencies were to shift up or down by 25
basis points in parallel, the Group’s sensitivity analysis of net interest income on all currencies is
as follows™:

Unit: RMB million

As at 31 December 2018 As at 31 December 2017
Items RMB USD HKD Other RMB USD HKD Other
Up 25 bps (3,520) (670) 328 (274) (3,503) (563) 360 (487)
Down 25 bps 3,520 670 (328) 274 3,503 563 (360) 487

In terms of exchange rate risk management, the Bank sought to achieve currency matching
between fund source and application and managed exchange rate risk through timely settlement
and hedging, thus effectively controlling its foreign exchange exposure.

This analysis is based on the approach prescribed by the CBIRC, which includes all off-balance sheet positions.
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Liquidity Risk Management

The Bank endeavoured to develop a sound liquidity risk management system with the aim of
effectively identifying, measuring, monitoring and controlling liquidity risk at the institution
and Group level, including that of branches, subsidiaries and business lines, thus ensuring that
liquidity demand is met in a timely manner and at a reasonable cost.

Adhering to an appropriate balance of safety, liquidity and profitability, and following regulatory
requirements, the Bank improved its liquidity risk management in a forward-looking and
scientific manner. The Bank enhanced liquidity risk management at the institution and Group
level, including that of branches, subsidiaries and business lines. It formulated sound liquidity
risk management policies and contingency plans, periodically re-examined liquidity risk limits,
upgraded the early warning system for liquidity risk and strengthened the management of high-
quality liquid assets, in order to strike an appropriate balance between risk and return. In addition,
the Bank regularly improved its liquidity stress-testing scheme and performed stress tests on a
quarterly basis. The stress tests showed that the Bank had adequate payment ability to cope with
distressed scenarios.

As at the end of 2018, the Group’s liquidity risk indicator met regulatory requirements. The
Group’s liquidity ratio is shown in the table below (in accordance with relevant provisions of
domestic regulatory authorities):

Unit: %

As at As at As at

Regulatory 31 December 31 December 31 December

Ratio standard 2018 2017 2016
Liquidity ratio RMB >25 58.7 47.1 45.6
Foreign currency 225 54.8 56.9 52.7

Liquidity gap analysis is one of the methods used by the Bank to assess liquidity risk. Liquidity
gap results are periodically calculated, monitored and used for sensitivity analysis and stress
testing. As at the end of 2018, the Bank’s liquidity gap was as follows (please refer to Note VI.5
to the Consolidated Financial Statements):

Unit: RMB million

As at As at
Items 31 December 2018 31 December 2017
Overdue/undated 2,071,988 2,213,972
On demand (7,669,897) (6,879,942)
Up to 1 month (651,459) (1,429,232)
1-3 months (inclusive) (591,520) (312,210)
3—12 months (inclusive) (54,305) 163,908
1-5 years (inclusive) 3,238,374 3,050,952
Over 5 years 5,382,216 4,769,231
Total 1,725,397 1,576,679

Note: Liquidity gap = assets that mature in a certain period — liabilities that mature in the same period.

75



Reputational Risk Management

The Bank earnestly implemented regulatory requirements on reputational risk management,
continued to enhance its reputational risk management system and mechanism and strengthened
the consolidated management of reputational risk, so as to enhance the overall reputational risk
management level of the Group. It attached great importance to the investigation and pre-warning
of potential reputational risk factors, further improved its routine public opinion monitoring
capability, conducted reputational risk identification, assessment and reporting, established
a coordination mechanism between reputational risk management departments and liable
departments and dealt appropriately with reputational risk events, thus effectively maintaining
the brand reputation of the Group. In addition, the Bank continued to roll out reputational
risk training so as to enhance employees’ awareness and foster a culture of reputational risk
management across the Group.

Internal Control and Operational Risk Management
Internal Control

The Board of Directors, senior management and their special committees earnestly performed
their duties regarding internal control and supervision, emphasising early risk warning and
prevention, so as to improve the Group’s level of compliance operation.

The Bank continued to adopt the “three lines of defence” mechanism for internal control. The
first line of defence consists of business departments and all banking outlets. They are the owners
of, and are accountable for, local risks and controls. They undertake self-directed risk control
and management functions in the course of their business operations, including formulating
and implementing policies, conducting business examination, reporting control deficiencies and
organising rectifications.

The internal control and risk management departments of the Bank’s institutions at all levels
form the second line of defence. They are responsible for the overall planning, implementing,
examining and assessing of risk management and internal control, as well as for identifying,
measuring, monitoring and controlling risks. They led the first line of defence to enhance its use
of the Group’s operational risk monitoring and analysis platform. Through regular monitoring
of material risks, the Bank identified and mitigated risks in a timely manner and promoted the
optimisation of business processes and systems.

The third line of defence rests in the audit and inspection departments of the Bank. The audit
department is responsible for performing internal audit of the Bank’s internal control and
risk management in respect of its adequacy and effectiveness. The inspection department
is responsible for staff non-compliance sanctions, investigation of cases and management
accountability. The Bank continuously strengthened education and raised employees’ awareness
of moral hazards. It reinforced employee behaviour management, seriously investigated internal
fraud cases and strictly pursued accountability according to the basic principles of “inquiry
of four accountable subjects into one case”, “both institutional and business-line management
accountability” and “management two levels higher than the branch-outlet accountable where
serious fraud occurs”. The Bank also continued to push forward the reform of its human resource
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management system for the audit line, and further intensified the vertical management of its audit
function. It enhanced audit team-building, accelerated the implementation of the three-year plan
for IT applications in audit, reinforced the use of IT-based audit approaches and further advanced
circulatory monitoring. Taking an issue-oriented approach, the Bank focused on comprehensive
audits of its institutions and special audits of its businesses. It strengthened audits and inspections
of high-risk institutions and businesses, as well as fields prioritised by the Group and of special
concern to regulators. Focused on systemic, trend, emergence and importance issues, it brought
the audit function forward in its business process, so as to practically perform its internal audit
function. It re-examined and optimised rectification procedures in order to improve rectification
quality and efficiency, urged the effective rectification of audit findings, and thereby continually
improved the Bank’s internal governance and control mechanism.

Rigorously implementing the requirements of the CBIRC regarding further rectification of market
disruption in the banking sector, the Bank organised bank-wide risk inspections to actively
identify and mitigate risks. It launched a staff compliance file system to reinforce behaviour
management and foster a compliance culture. In addition, the Bank developed an internal control
and compliance management evaluation system so as to enhance the routine management and
control of its branches.

The Bank continued to implement the Basic Standard for Enterprise Internal Control and its
supporting guidelines, adhering to the primary goal of ensuring the effectiveness of its internal
control over financial reporting and the accuracy of its financial information. It also constantly
improved non-financial internal control. The Bank earnestly implemented the Guidelines for
Internal Control of Commercial Banks by following the basic principles of “complete coverage,
checks and balances, prudence and correspondence”, so as to promote internal control governance
and an organisational structure characterised by a reasonable delegation of work, well-defined
responsibilities and clear reporting relationships.

The Bank established and implemented a systematic financial accounting policy framework in
accordance with relevant accounting laws and regulations. Accordingly, its accounting basis was
solidified and the level of standardisation and refinement of its financial accounting management
was further improved. The Bank has endeavoured to further the qualification of accounting
groundwork and establish the long-term accounting management mechanism since 2018. It
continuously strengthened the quality management of its accounting information, so as to ensure
the internal control effectiveness over financial reporting. The financial statements of the Bank
were prepared in accordance with the applicable accounting standards and related accounting
regulations, and the financial position, operational performance and cash flows of the Bank were
fairly presented in all material respects.

The Bank paid close attention to fraud risk prevention and control, proactively identifying,

assessing, controlling and mitigating risks. In 2018, the Bank succeeded in preventing 229
external cases involving RMB180 million.
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Operational Risk Management

The Bank continuously improved its operational risk management system. It promoted the
application of operational risk management tools, including Risk and Control Assessment
(RACA), Key Risk Indicators (KRI) and Loss Data Collection (LDC), etc., to identify, assess and
monitor operational risks, thus continuously improving its risk management measures. The Bank
enhanced its system support capability by optimising its operational risk management information
system. It strengthened its business continuity management system, optimised its operating
mechanism to enhance its business operating sustainability, carried out disaster recovery drills
and improved the Group’s capacity for continuous business operation.

Compliance Management

The Bank continuously improved its compliance risk governance mechanism and management
process to ensure the stable and sound development and sustainable operation of the Group. It
strengthened the construction of the anti-money-laundering (AML) system, integrated resources
for monitoring and analysis, and refined the AML policies and rules system. It pushed forward
system and model building and improved the system functions. The Bank reinforced sanction
compliance management. It made timely amendments to sanction compliance policies, improved
sanction procedures and standardised list maintenance, due diligence, judgment, handling and
strengthened sanctions compliance monitoring and management. It drove forward overseas
compliance management and improved its cross-border compliance management system
by tracking global regulatory trends, regulatory inspection and evaluation as well as other
compliance risk information in a timely manner, by implementing the requirements of regulators,
and by improving its overseas compliance management capabilities. It delivered the All
Employee AML Training Plan by conducting various forms of AML training, so as to enhance all
employees’ compliance awareness and abilities.

The Bank enhanced the management of its connected transactions and internal transactions. It
stepped up efforts in the management of connected parties and consolidated the foundation of its
connected transaction management. It strengthened the routine monitoring and examination of
connected transactions and strictly controlled their risks. In addition, it continuously implemented
internal transaction monitoring and reporting, guided and standardised the operation mechanism
for internal transaction verification, and initiated the construction of an internal transaction
management system, thereby improving the technological capabilities of its internal transaction
management.
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Capital Management

Adhering to the principle of value creation, the Bank continuously strengthened its capital
management system to ensure bank-wide capital sufficiency and a relatively strong risk
mitigation capability, thus further improving its capital efficiencies and value creation
capabilities.

The Bank persevered in pursuing the concept of high-quality development and heightened
awareness of value creation. It improved its capital budget allocation mechanism, established
a remuneration allocation system linked to value creation, and strengthened the management
of capital assessment. It optimised its on-balance sheet and off-balance sheet asset structures,
developed capital-light businesses, reduced the risk weighting of capital and reasonably
controlled increases in off-balance sheet risk assets, so as to enhance value contribution.
The Bank replenished its capital via external financing in a proactive and prudent manner. It
successfully issued a total of RMBS80.0 billion of tier 2 capital bonds in the domestic market,
which effectively increased its capital adequacy. As at the end of 2018, the Bank’s capital
adequacy ratio had significantly increased, further consolidated its capital base. The Bank will
continue to optimise its capital management, promote high-quality development of all of its
businesses and constantly create value for shareholders.
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Capital Adequacy Ratios

As at the end of 2018, the capital adequacy ratios separately calculated in accordance with
the Capital Rules for Commercial Banks (Provisional) and the Regulation Governing Capital
Adequacy of Commercial Banks are listed below:

Capital Adequacy Ratios

Unit: RMB million, except percentages

Group Bank
As at As at As at As at
31 December 31 December 31 December 31 December
Items 2018 2017 2018 2017
Calculated in accordance with the Capital Rules for Commercial Banks (Provisional)
Net common equity tier 1 capital 1,465,769 1,356,088 1,251,056 1,180,299
Net tier 1 capital 1,575,293 1,461,090 1,350,770 1,280,013
Net capital 1,922,350 1,725,330 1,683,893 1,526,537
Common equity tier 1 capital
adequacy ratio 11.41% 11.15% 11.08% 10.85%
Tier 1 capital adequacy ratio 12.27% 12.02% 11.96 % 11.77%
Capital adequacy ratio 14.97 % 14.19% 14.92% 14.04%
Calculated in accordance with the Regulation Governing Capital Adequacy of Commercial Banks
Core capital adequacy ratio 11.63% 11.69% 10.96 % 11.39%
Capital adequacy ratio 15.01% 14.56% 14.53% 14.36%

Please refer to Note VI.7 to the Consolidated Financial Statements for detailed information.

Leverage Ratio

As at the end of 2018, the leverage ratio calculated in accordance with the Administrative
Measures for the Leverage Ratio of Commercial Banks (Revised) and the Capital Rules for
Commercial Banks (Provisional) is listed below:

Unit: RMB million, except percentages

As at As at
Items 31 December 2018 31 December 2017
Net tier 1 capital 1,575,293 1,461,090
Adjusted on- and off-balance sheet assets 22,700,133 20,927,313
Leverage ratio 6.94 % 6.98%

Please refer to Supplementary Information II.5 to the Consolidated Financial Statements for
detailed information.
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ORGANISATIONAL MANAGEMENT AND HUMAN RESOURCES DEVELOPMENT
AND MANAGEMENT

Organisational Management

As at the end of 2018, the Bank had a total of 11,741 institutions worldwide, including 11,193
institutions in the Chinese mainland and 548 institutions in Hong Kong, Macao, Taiwan and other
countries and regions. Its domestic commercial banking business comprised 10,726 institutions,

including 38 tier-1 and direct branches, 353 tier-2 branches and 10,334 outlets.

The geographic distribution of organisations and employees of the Bank was set forth below:

Unit: RMB million/unit/person, except percentages

Assets Organisations Employees

Items Total assets % of total Number % of total Number % of total
Northern China 6,956,012 29.99% 2,089 17.80% 61,524 19.85%
Northeastern China 698,381 3.01% 952 8.11% 25,040 8.07%
Eastern China 4,401,655 18.98% 3,595 30.62% 92,847 29.94%
Central and Southern China 3,268,088 14.09% 2,830 24.10% 68,416 22.06%
Western China 1,662,692 1.17% 1,727 14.71% 37,970 12.24%
Hong Kong, Macao and Taiwan 4,197,031 18.10% 422 3.59% 18,555 5.98%
Other countries and regions 2,009,680 8.66% 126 1.07% 5,767 1.86%
Elimination (1,926,264)

Total 21,267,275 100.00% 11,741 100.00% 310,119 100.00%

Note: The proportion of geographic assets was based on data before intra-group elimination.
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Human Resources Development and Management

As at the end of 2018, the Bank had 310,119 employees. There were 285,797 employees in
the Chinese mainland, of which 274,263 worked in the Bank’s domestic commercial banking
business. The Bank had 24,322 employees in Hong Kong, Macao, Taiwan and other countries and
regions. As at the end of 2018, the Bank bore costs for a total of 5,493 retirees.

Composition of Staff by Age Group and Education Level

Domestic Overseas
commercial institutions and
Items The Group banking business subsidiaries
Composition of Staff
by Age Group
Up to 30 29.06% 28.06% 36.66%
Between 31 and 40 30.16% 29.96% 31.74%
Between 41 and 50 29.42% 30.63% 20.20%
51 and above 11.36% 11.35% 11.40%
Composition of Staff
by Education Level
Master’s degree and above 9.45% 8.09% 19.85%
Bachelor’s degree 65.67% 67.49% 51.77%
Associate degree 19.69% 19.98% 17.45%
Other 5.19% 4.44% 10.93%
Composition of Staff by Job Function (Domestic Commercial Banking Business)
Domestic Domestic
commercial commercial
Items banking business Items banking business
Corporate banking 13.87% Operation services and
financial management 9.90%
Personal banking 15.40% Risk and internal control
management 9.24%
Financial markets 0.37% Information technology 2.54%
Cross-marketing and teller 38.64% Other 10.04%

In 2018, in line with the Group’s strategies and annual priorities, the Bank further deepened
reform of its organisational structure and management mechanism, and rebuilt its customer
and product service system based on customer demands and experience. It improved the
organisational structure for inclusive finance, established the SME Services Department at the
Head Office, and reinforced the support for micro and small-sized enterprises, so as to enhance
its inclusive finance service capabilities. The Bank further refined its product and service system
for corporate banking, and set up the Global Transaction Banking Department at the Head Office
to provide integrated, scenario-based, and smart transaction banking services for corporate
banking customers. It refined the globalised, integrated financial group management structure,
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and established the Equity Investment and Subsidiary Management Department to strengthen
group-level management over its integrated enterprises. Moreover, the Bank enhanced the
competitiveness of branches in provincial capitals by further specifying their management modes
and development strategies.

The Bank vigorously strengthened its human resources and cultivated management professionals
by carrying out the “Hundred-Talent Programme” and “Sailing Programme” and by continuously
training internationalised and comprehensive talented personnel. It reinforced the development of
its professional personnel resources, enhanced the allocation of FinTech and innovative personnel
and built a talent pool of employees fluent in minority languages. Following national targeted
poverty alleviation strategies, the Bank implemented a special recruitment plan for impoverished
college students and designated management personnel to poverty-stricken areas, so as to
ensure tangible poverty alleviation results. The Bank sat atop the ranking for “Best Employer in
Financial Industry in the Opinion of Chinese University Students” for the 11th consecutive year.

In active response to national strategies, the Bank leveraged its characteristic advantages in
globalised operations. It held Belt and Road International Financial Exchange & Cooperation
Seminars for four Central and East European countries and nine African countries. It refined
its personnel expense allocation mechanism, and promoted the overall implementation of the
Broad Band Salary System so as to enhance the input-output efficiency of its resources. In
addition, the Bank actively held special training sessions on topics, such as the development
of key areas, including the Beijing-Tianjin-Hebei region, the Guangdong-Hong Kong-Macao
Greater Bay Area, the Yangtze River Economic Belt and Hainan FTZ, as well as important
fields including poverty alleviation, inclusive finance, internal risk control and disposal of NPLs,
technology innovation, and business process improvement. In 2018, the domestic commercial
banking institutions of the Bank held a variety of training courses, totalling 86,980 sessions with
2,966,118 participants.

The Bank’s remuneration policy is in line with corporate governance requirements, business
development strategies, market positioning and talent competition strategies. The Board of
Directors of the Bank has set up the Personnel and Remuneration Committee to assist the Board
of Directors in reviewing the Bank’s human resources and remuneration strategies. Independent
director serves as the Chairman of the Committee. Please refer to the section “Corporate
Governance-Special Committees of the Board of Directors” for details of the work progress of
the Personnel and Remuneration Committee. Based on the human resources and remuneration
strategies determined by the Board of Directors, the Senior Management of the Bank is
responsible for formulating rules and regulations for remuneration management.

The Bank’s remuneration distribution follows the principle of “remuneration by post, paying by
performance”, and employee remuneration consists of basic salary, performance remuneration
and benefits. Among them, the basic salary depends on the post value and the ability of
employees to perform their duties; performance remuneration depends on performance evaluation
results of the Group, the institution or department of the employee and the employee, and is
linked to performance, risk, internal control, ability and other factors. Deferred payment is
required for more than 40% of performance remuneration of personnel who are responsible for
major risk management and control, with not less than 3 years of the period of deferred payment.
If the risk loss within the responsibility is excessively exposed during the term of service, the
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Bank may recover part or all of the performance remuneration paid within the corresponding
period, and stop the payment of the part that has not been paid. The benefits mainly include
social insurance, housing provident fund, enterprise annuity and other non-cash remuneration,
which are managed in accordance with local regulatory policies. The Bank’s remuneration policy
applies to all employees who have established a labor contract relationship with the Bank, with no
exceptions beyond the remuneration policy.

The Bank has formulated an allocation mechanism for total remuneration, the distribution of total
remuneration of branches is linked to the completion of comprehensive benefits of branches,
taking full consideration of risk factors so as to focus on risk-adjusted value creation and enhance
long-term performance. The Bank continued to improve the internal remuneration distribution
structure, and allocate more remuneration resources to the primary-level institutions and
employees to effectively boost the driving forces powering sustainable development of the Bank.
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OUTLOOK

The banking sector will face a complicated operating environment in 2019. The growth drivers of
the global economy will weaken, international financial markets will remain at risk of fluctuation,
and the functioning of the economy will be subject to a number of uncertainties. That said,
Chinese economic growth will remain stable during this period of important strategic opportunity,
with cross-border finance demonstrating high development potential and many other factors
creating favourable conditions for sound growth in the banking sector.

2019 is an important year for the realisation of the Phase I target of the Bank’s development
strategy. Focused on its strategic goal of building a world-class bank in the new era, the
Bank will further increase its support for the real economy and facilitate the execution of its
strategy with great determination and effort. Through comprehensive efforts, it will lay the
foundation for realising the Phase I target of its development strategy. First, it will dedicate
to serving the real economy and improve its development quality and effectiveness. The
Bank will continue to increase its support for the real economy. It will achieve high-quality
development while serving the overall development of China by increasing resource investment,
leveraging its unique characteristics and capturing development opportunities. The Bank’s
domestic RMB-denominated loan portfolio is expected to grow by approximately 10% in 2019.
Second, it will focus on infrastructure construction and solidify its development foundations.
Following a strategic and issue-oriented approach, the Bank will strive to push forward outlet
transformation, upgrade its operational capacities and optimise its comprehensive operational
models, in order to lay a solid foundation for enhancing its overall customer service and
operational management capabilities. Third, it will focus on strengthening its unique advantages
and increasing development cooperation. The Bank will strive to continuously improve its
overall competitiveness by pursuing business globalisation and service integration, accelerating
the refinement of related systems and mechanisms, and further consolidating its traditional
advantages. Fourth, it will focus on preventing and mitigating financial risks and safeguard the
development bottom line. The Bank will combine serving the real economy with financial risk
prevention and mitigation. In order to safeguard its business development, it will adhere to the
bottom line thinking, continuously improve its comprehensive risk management system, optimise
its management mechanisms and consolidate management responsibilities. Fifth, it will focus
on system and mechanism deficiencies and thus release its growth potential. The Bank will
reinforce the optimisation of its systems and mechanisms, and continue to push forward strategy,
communications and cultural development. As a result, it will further stimulate the enthusiasm of
all employees and harness their combined efforts to advance its reform and development.
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Corporate Social Responsibilities

In 2018, the Bank assumed its responsibilities as a state-owned commercial bank for serving
the real economy, developing inclusive finance, improving people’s livelihood and supporting
poverty alleviation. The Bank continually expanded and deepened its practices in fulfilling social
responsibilities, devoted itself to win-win cooperation with stakeholders and created lasting value
for the economy, society and environment.

Responsibility to the country

The Bank continuously supported the construction of the Belt and Road. As at the end of 2018,
the Bank followed up on over 600 major projects along the Belt and Road with a total investment
of approximately USD455 billion and established additional credit lines totalling USD30.7 billion
for countries along the Belt and Road. In support of the country’s major regional strategies,
its balance of loans to the Beijing-Tianjin-Hebei region, the Yangtze Economic Belt, the Pearl
River Delta and the Hainan Free Trade Zone rose by 15.1%. The Bank continued to improve its
credit structure by allocating more credit resources to major industries. Its balance of credit to
strategic emerging industries stood at RMB447 billion. The Bank issued the Twenty Provisions on
Supporting Private Enterprises, strengthened credit extension to high-quality private enterprises
and micro, small and medium-sized businesses and provided private enterprises with broader
access to financing. Its balance of credit to private enterprises exceeded RMBI1.5 trillion. The
Bank continuously improved its inclusive finance service network and promoted business
innovation in inclusive finance. Its balance of loans for inclusive finance grew by 12.26%. BOC
Fullerton Community Bank successfully acquired 27 rural banks from CCB and established
127 banking corporations in 22 provinces (or municipalities) across the country, further
expanding the Bank’s service network for small and micro businesses, agriculture, rural areas and
farmers. The Bank provided all-round financial services for the first China International Import
Expo (CIIE) and held the Exhibitor-Businessman Supply-Demand Matchmaking Conference, at
which USD4.74 billion worth of cooperation intentions were reached. The Bank also vigorously
supported construction projects related to the Beijing 2022 Olympic Winter Games and issued
the Guidelines for Development of the Winter Sports Industry. The Bank will continue to provide
credit support from 2018 to 2024 to promote winter sports and develop the industry, helping
30 million families and 100 million people to get involved in winter sports.

Responsibility to shareholders

The Bank continued to improve its corporate governance capability and effectively protected
shareholders’ right to be informed, to participate and to make decisions. It kept improving
its operation mechanisms of the Board of Directors, information disclosure and stakeholder
engagement. The Bank strictly performed its mission to prevent risks, enhanced its risk
management capability and market competitiveness and stepped up efforts in credit risk
prevention and control and disposal of non-performing assets. During the year, its domestic
branches took the initiative to reduce RMB99.4 billion of potential exposure and cut
non-performing assets by RMB152.5 billion. As at the end of 2018, the Bank’s total assets
reached RMB21.27 trillion. Fitch and Moody’s upgraded the Bank in terms of Viability Rating/
Baseline Credit Assessment. Standard & Poor’s, Moody’s and Fitch all affirmed the Bank’s
ratings at the highest level among major peers. Moreover, the Bank ranked 46th among the
“Fortune Global 500” by FORTUNE, 3rd in the “Top 1,000 World Banks” by The Banker
and 13th in the “2018 Hurun Brand List” by Hurun Research Institute with a brand value of
RMB130.0 billion.
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Responsibility to customers

The Bank further expanded its cross-border financial services worldwide, strengthened its
integrated global development and gave full play to its unique strengths. It has now set up
subsidiaries in 57 countries and regions outside the Chinese mainland, maintaining its position
as the global leader in cross-border RMB clearing and settlement. The Bank pursued digital
transformation by enabling advancement through technology and made continuous improvements
to its financial service capability and to the customer experience. It continuously optimised
its mobile banking functions, doubling both the number of active users and mobile banking
transaction volumes. Its overseas mobile banking services now covered 18 countries and regions.
The Bank pressed forward with the building of its smart outlet service system, with smart
counters now adopted at all outlets. The mobile smart counters were promoted to break through
physical boundaries and provide customers with a convenient mobile service experience. Door-
to-door corporate account opening service was launched to shorten the business process to 30
minutes. It also introduced a cash version of smart counters, which effectively diverted 70% of
outlets’ cash transactions.

Responsibility to employees

The Bank fully guaranteed its employees’ legitimate rights and interests, including democratic
rights, by holding the Employee Delegates’ Meeting, fostering employees’ sense of ownership
and unleashing their initiative and creativity. The Bank formulated and implemented its talent
development plan and training plan and continuously attracted young talent through global
campus recruitment. As a result, it has topped the “Best Employer in Financial Industry in the
Opinion of Chinese University Students” ranking organised by ChinaHR.com for 11 consecutive
years. The Bank strengthened the training of employees and management personnel. Over 100
excellent middle and senior management personnel were trained through the “1581 Programme”,
the “Hundred-Talent Programme” and the “Sailing Programme”. In addition, the Bank improved
its work processes to enhance employees’ work-life balance and held various forms of events that
demonstrated care for employees.

Responsibility to the society

In 2018, the Bank undertook a variety of measures to explore financial solutions for poverty
alleviation, in a bid to implement the decisions and plans of the country for poverty alleviation
through finance. It raised the bank-wide motivation for poverty alleviation loans and allocated
more credit resources to poverty alleviation by developing a separate credit plan, introducing the
due diligence and liability exemption guidelines for poverty alleviation and strengthening related
internal appraisal and incentive. It also supported the infrastructure, livelihood development
and industrial poverty alleviation programmes in poverty-stricken areas. At the end of 2018, the
Bank’s poverty alleviation loans registered RMB62.4 billion, an increase of RMB11.5 billion
or 23% compared with the prior year-end. It established 23 new outlets established in state-
level impoverished counties and 8 new outlets established in the deeply impoverished “three
regions, three prefectures”, improving its ability of fighting against poverty through financial
means. In addition, by leveraging its distinctive features, the Bank pushed forward the work
related to agriculture, rural areas and farmers, established close cooperation with land reclamation
enterprises in main production areas, and boosted the scale production and intensive development
of important agricultural products including grain, cotton, natural rubber and oil plants. At the
end of 2018, the Bank granted agriculture-related loans of RMB1.29 trillion.
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The Bank strengthened funding and assistance towards the goal of targeted poverty alleviation
in designated impoverished regions, with a focus on industrial poverty alleviation, people’s
livelihood and areas of extreme poverty. It helped obtain over RMB300 million to fund the
training of over 20,000 financially underprivileged people, which directly benefited nearly
200,000 members of the registered poverty-stricken population and lifted more than 90,000
people out of poverty. In 2018, the Bank donated RMB75.09 million, an increase of 36%
compared with the prior year, to Yongshou, Changwu, Xunyi and Chunhua counties of Xianyang,
Shaanxi Province, in order to support 112 local projects related to industrial development,
education and training, health and eldercare and the building of primary-level Party organisations.

The Bank extended government-sponsored student loans for the 19th consecutive year and has
now accumulatively granted RMB23.539 billion for over 1.8 million financially underprivileged
students. In addition, the Bank recruited 291 financially-disadvantaged college students in
2018 under its separate “Financially Underprivileged Students Recruitment Plan” for campus
recruitment. It sponsored the Chinese Spring Festival celebration in Trafalgar Square in London,
the largest celebration outside Asia, for the 18th consecutive year. It also sponsored the Tan Kah
Kee Science Award for the 15th consecutive year, rewarding young people devoting themselves
to the country’s scientific and technological advancement. For the 10th consecutive year, the
Bank conducted strategic cooperation with the National Center for the Performing Arts to
support the development of high-end arts in China. It continued to support poverty alleviation
programmes in Xinjiang for the Sth consecutive year.

Responsibility to the environment

The Bank spared no effort to develop green finance. It accelerated further innovation in green
finance products and channelled credit resources into energy conservation, environmental
protection, clean energy and eco-manufacturing. It assisted enterprises in expanding financing
channels with green bonds and unleashed the positive role of green finance in enhancing
ecological conservation and economic sustainability. In 2018, the Bank successfully issued the
Sustainability Bond, the first of its kind to be issued by a Chinese bank in the overseas markets.
At the end of 2018, its balance of green bonds was RMB632.667 billion, an increase of 17.42%
compared with the prior year. The Bank established an energy management system and managed
to reduce energy consumption by formulating water and electricity consumption criteria,
strengthening day-to-day management and monitoring the functioning of energy-intensive
equipment. Its office buildings have achieved a domestically advanced level in energy efficiency.

The Bank’s fulfilment of its social responsibilities was widely recognised by the society. In
2018, it won awards including “Most Socially Responsible Financial Institution in 2018, “Most
Socially Responsible Outlet with Special Contribution in 20187, “Best Social Responsibility
Manager in 2018” from the China Banking Association, “Most Socially Responsible State-owned
Listed Company” from the Southern Weekly and “Most Socially Responsible Listed Company —
Dividend Distribution” from the Securities Daily.

For details of the Bank’s corporate social responsibility performance, please refer to the Bank’s

2018 Corporate Social Responsibility Report published on the websites of SSE, HKEX and the
Bank.
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Changes in Share Capital and Shareholdings of Shareholders

Ordinary Shares

Changes in Ordinary Share Capital

Unit: Share
Asat 1 January 2018 Increase/decrease during the reporting period As at 31 December 2018
Shares
Issuance transferred
Number of ofnew | Bonus | from surplus Number of
shares | Percentage |  shares | shares reserve Others Subtotal shares |  Percentage
1. Shares subject to selling restrictions - - - - - - - - -
II.  Shares not subject to selling restrictions 294,387,791,241 100.00% - - - - - | 294,387,791,241 100.00%
1. RMB-denominated ordinary shares 210,765,514,846 71.59%