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BASIC INFORMATION

Statutory Chinese name of the Company:
Statutory English name of the Company:
Legal representative:

Authorized representatives:

Secretary of the Board of Directors:
Joint company secretaries:

Stock short name:

Stock Code:

Unified Social Credit Code:

Number of financial license:

Registered and office address:

Principal place of business in Hong Kong:

Contact number:
Fax:
Website of the Bank:

Service hotline:

Domestic auditor:

International auditor:

Legal advisor in mainland China:
Legal advisor in Hong Kong:

Stock exchange on which H Shares are listed:

H Share Registrar:
Domestic shares custodian:

Compliance advisor:
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JIANGXI BANK CO., LTD.*

CHEN Xiaoming

CHEN Xiaoming, NGAI Wai Fung

XU Jihong

XU Jihong, NGAI Wai Fung

JIANGXI BANK

1916

913601007055009885

B0792H236010001

Jiangxi Bank Tower, No. 699 Financial Street,
Honggutan New District, Nanchang, Jiangxi
Province, the PRC

40th Floor, Sunlight Tower, No. 248 Queen’s Road
East, Wanchai, Hong Kong

+86-791-86791008/+86-791-86791009

+86-791-86771100

www.jx-bank.com (the contents of the website do
not form a part of this report)

+86-956055

KPMG Huazhen (SGP)

KPMG Certified Public Accountants

Zhong Lun Law Firm

King & Wood Mallesons

The Stock Exchange of Hong Kong Limited

Computershare Hong Kong Investor Services
Limited

China Securities Depository and Clearing
Corporation Limited

SPDB International Capital Limited

The Bank is not an authorized institution within the meaning of the Banking Ordinance (Chapter 155 of the Laws
of Hong Kong), not subject to the supervision of the Hong Kong Monetary Authority, and not authorized to carry

on banking/deposit-taking business in Hong Kong.
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1.2

MAJOR AWARDS IN THE FIRST HALF OF 2019

In January 2019, the Bank was awarded the honorary title of “Top 300 in Inter-bank Domestic Currency
Market Transaction of 2018” by China Foreign Exchange Trade System & National Interbank Funding
Centre.

In January 2019, the Bank was granted the “Top 100 for Clearing: Excellent Proprietary Institution
Award” by China Central Depository & Clearing Co., Ltd..

In January 2019, the Bank was granted the “2018 HCE Advertising Outstanding Contribution Award”
by China UnionPay.

In January 2019, the security team of the Bank was awarded the honorary title of “2018 Advanced
Security Team Directly Subordinate to the Province” by Security Corps of Jiangxi Public Security
Department (TPE4 AL L EREK).

In February 2019, the Bank was awarded the honorary title of “Excellent City Commercial Bank for
China Banking Wealth Management Information Registration of 2018” by China Banking Wealth
Management Registration & Depository Co., Ltd. (SR1T2 BB & E P L),

In February 2019, the Bank was granted the awards of “Core Trader in Inter-bank Domestic Currency
Market of 2018’ “Outstanding Currency Market Trader in Inter-bank Domestic Currency Market of 2018”
and ‘Award of Trading Mechanism Innovation in Inter-bank Domestic Currency Market of 2018” by China
Foreign Exchange Trade System & National Interbank Funding Centre.

In April 2019, the Bank was awarded as a Grade A financial institution in Jiangxi Province in the
assessment for protection of financial consumers’ interest by the Nanchang Central Sub-branch of the
People’s Bank of China.

In May 2019, Jiangxi Talent Serving Bank of the Bank was granted the award of “Top 10 Private
Enterprises for Financial Service Innovation” by The Chinese Banker magazine, IFB of Chinese
Academy of Social Sciences and Central University of Finance and Economics.

In June 2019, the Bank was awarded the honorary title of “Advanced Unit for Comprehensive
Management (Safety Construction) in the Province in 2018” by Political and Legal Commission of CPC
Jiangxi Provincial Committee (T4 ZEAZ B8 ).

In July 2019, the Bank ranked 258th in terms of total tier-one capital in the top 1,000 World Banks

ranking released by the British magazine The Banker, and 9th on the list of “Domestic Banks with
Fastest Growth Among Top 1,000 Banks in the World for 20197
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CHAPTER Il SUMMARY OF ACCOUNTING DATA AND FINANCIAL INDICATORS

FINANCIAL DATA

Financial information set out in this interim report has been prepared on a combined basis in
accordance with International Financial Reporting Standards. Unless otherwise stated, data of the

Group is denominated in RMB.

For the six months 2019
ended June 30, compared
2019 2018 to 2018

(in millions of RMB, unless otherwise stated)

Change

Operating results rate (%)
Net interest income 5,209.46 4,131.07 26.10
Net fee and commission income 304.29 402.80 (24.46)
Operating income 6,386.57 5,336.96 19.67
Operating expenses (1,530.84) (1,503.29) 1.83
Impairment losses on assets (2,559.07) (1,825.21) 40.21
Profit before taxation 2,296.76 2,010.84 14.22
Profit for the period 1,670.33 1,592.80 4.87
Profit attributable to equity shareholders

of the Bank 1,642.47 1,574.95 4.29

Change

Per share (in RMB) rate (%)
Net assets per share attributable to equity

shareholders of the Bank 5.64 5.11 10.37
Basic earnings per share 0.27 0.33 (18.18)
Indicators for profitability (%) Change
Average return on total assets ( 0.77% 0.82% (0.05%)
Average return on equity @ 9.92% 11.98% (2.06%)
Net interest spread @ 2.68% 2.01% 0.67%
Net interest margin @ 2.67% 2.16% 0.51%
Net fee and commission income to operating

income 4.76% 7.55% (2.79%)
Cost-to-income ratio © 23.03% 27.77% (4.74%)
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As at
June
30, 2019

CHAPTER Il SUMMARY OF ACCOUNTING DATA AND FINANCIAL INDICATORS

As at
December
31, 2018

The first half

of 2019

compared to
the end of

2018

(in millions of RMB, unless otherwise stated)

Indicators for volume
Total assets
Including: net loans and advances to customers
Total liabilities
Including: deposits from customers
Share capital
Equity attributable to equity shareholders
of the Bank
Non-controlling interests
Total equity

Indicators for quality of assets (%)
Non-performing loan ratio

Provision coverage ratio ©

Provision ratio of loans

Indicators for capital adequacy ratio (%)
Core tier-one capital adequacy ratio
Tier-one capital adequacy ratio

Capital adequacy ratio

Total equity to total assets

Other indicators (%)
Liquidity coverage ratio
Liquidity ratio
Loan-to-deposit ratio

446,727.72
194,726.03
412,154.96
280,327.66

6,024.28

33,972.03
600.73
34,572.76

1.95%
162.47%
3.16%

10.38%
10.39%
12.99%

7.74%

179.59%
55.19%
71.46%

419,064.27
165,523.32
386,252.94
260,448.65

6,024.28

32,226.22
585.11
32,811.33

1.91%
171.42%
3.27%

10.78%
10.79%
13.60%

7.83%

206.46%
57.93%
65.46%

Change
rate (%)
6.60
17.64
6.71
7.63

5.42
2.67
5.37

Change

0.04%
(8.95%)
(0.11%)

Change
(0.40%)
(0.40%)
(0.61%)
(0.09%)

Change

(26.87%)
(2.74%)
6.00%
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CHAPTER Il SUMMARY OF ACCOUNTING DATA AND FINANCIAL INDICATORS

Notes: (1)

(2)

3)

4)

(5)

()

Represents the net profit for the period as a percentage of the average balance of total assets at
the beginning and the end of the period.

Represents the net profit attributable to equity shareholders of the Bank for the period as a
percentage of the average balance of total equity attributable to shareholders of the Bank at the

beginning and the end of the period.

The difference between the average yield on interest-earning assets and the average cost on
interest-bearing liabilities.

Divided net interest income by average interest-earning assets.
Calculated by dividing operating expenses (excluding tax and surcharges) by operating income.

Calculated by dividing the amount of the allowance for impairment losses on loans by the total
amount of non-performing loans.

Calculated by dividing the amount of the allowance for impairment losses on loans by the total
amount of loans and advances to customers.

Jiangxi Bank Co., Ltd. Interim Report 2019 5




CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

3.1

3.2

REVIEW OF THE ECONOMIC, FINANCIAL AND POLICY ENVIRONMENT

In the first half of 2019, in the face of complex internal and external economic situations, China’s
economy has achieved generally stable growth while making further progress. The gains made in the
“five priority tasks” have been consolidated, the three critical battles have been continuously advanced,
and the economic structure has been further optimized, which has achieved high-quality development.
The main macroeconomic indicators were maintained within a reasonable range: in the first half of
the year, the GDP was RMB45,093.3 billion, representing a year-on-year increase of 6.3%; the value
added of national industrial enterprises above designated size increased by 6.0% year-on-year; the
national investment in fixed assets (excluding farmers) increased by 5.8% year-on-year; the investment
in high-tech manufacturing industry increased by 10.4% year-on-year, whose growth rate was 4.6
percentage points higher than the total investment; and the added value of financial industry increased
by 7.3% year-on-year, whose growth rate was 0.3 percentage point higher than the tertiary industry.
In the first half of 2019, the economic operation of Jiangxi Province in China, where the Bank’s main
business activities are located, continued to develop steadily, showing the characteristics such as
the steady development of the agricultural economy, the continuous accumulation of new industrial
growth drivers, the continuous improvement in the investment structure, the steady growth of the use
of foreign capital, the overall good financial operation, and the improvement in quality and efficiency of
the protection of people’s livelihood. In the first half of the year, the GDP of Jiangxi Province reached
RMB1,075.72 billion, representing a year-on-year increase of 8.6%. The growth rate was 2.3 percentage
points higher than the national average. It ranked No. 4 across the country and No. 1 in central China,
and continued to rank among the “first list” of the country.

GENERAL OPERATION SUMMARY

In the first half of 2019, the Group earnestly implemented Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era and the guiding principles embodied in General Secretary Xi Jinping’s
speech during his inspection of Jiangxi, focused on various policies and arrangements made by
Jiangxi provincial party committee and provincial government, and strictly complied with the regulatory
requirements. The Group rose to each challenge and worked hard to maintain good momentum of
development in general.

Jiangxi Bank Co., Ltd. Interim Report 2019
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CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

The speed of development was further promoted

First, the overall scale enjoyed steady growth. As of the end of June 2019, the total assets of
the Group amounted to RMB446.728 billion, representing an increase of 6.60% over the end of
the previous year; total deposits from customers amounted to RMB280.328 billion, representing
an increase of 7.63% over the end of the previous year; and the total loans and advances to
customers® amounted to RMB200.322 billion, representing an increase of 17.49% over the
end of the previous year. Second, the profitability was continuously enhanced. As of the end of
June 2019, the Group’s operating income, pre-tax profit and net profit were RMB6.387 billion,
RMB2.297 billion and RMB1.670 billion, representing an increase of 19.67%, 14.22% and
4.87% over the same period of last year, respectively. Third, the brand image was significantly
improved. In the list of Top 1000 World Banks 2019 issued by The Banks, the Bank ranked No.
258, climbing 55 places from the ranking last year and 195 places from the ranking upon its
incorporation. In addition, the Bank ranked No. 9 among the fastest growing domestic banks in
the list of Top 1000 World Banks 2019.

The service initiatives were further optimized

First, the Bank facilitated the bond issuance of companies in Jiangxi. As one of the first
batch of B-Class lead underwriters for non-financial corporate debt financing instruments
among the province’s legal person banks, the Bank facilitated the issuance of medium term
notes of RMB2.5 billion and the issuance of super & short-term commercial paper of RMB1
billion for the province’s enterprises, which were the “first two orders” for the province’s legal
person bank’s issuance of bonds for enterprises. Second, the Bank assisted private small and
micro enterprises. The Bank improved the system and mechanism related to small and micro
enterprises and introduced “Micro Enterprise Loan” ({8 &) and “Handheld Micro Loan” (£
% E) products to meet the funding needs of small and micro enterprises. Third, the Bank
promoted reforms to delegate power, improve regulation, and upgrade services. The Bank signed
a contract with Jiangxi government service “Gan Fu Tong” (22 Azi8®) to provide more convenient,

efficient and comfortable financial services to enterprises and people in our province.

Note: (1) Total loans and advances to customers doesn’t contain accrued interest, same as followings.

Jiangxi Bank Co., Ltd. Interim Report 2019 7




CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

V.

The pace of transformation was further accelerated

First, the operating system was constantly improved. The Bank promoted the networked and
intelligent operation management, used big data to reshape business processes, and initiated
intelligent transformation of outlets. The Bank completed the moving back of credit card
customer service, optimized the process of credit card customer service, and built an intelligent
customer service system. Second, the product system was continuously enriched. The Bank
joined Tencent to create online smart credit products, which realized knowledge transfer of the
operation and promotion of products and the risk control capabilities for credit products. The
Bank actively developed the online supply chain finance product, “Cloud Enterprise Chain” (
FE1{>$#), and realized the circulation of receivables and online financing and monetization by
using blockchain technology. Third, the sales system was continuously optimized. Based on big
data and cloud computing, the Bank continued to strengthen the collection and management
of customer information, create marketing products such as smart SMS, provide scene-based
marketing services, realize data sharing between online and offline, human and machine, and
achieve customization in customer acquisition, identification, marketing and interaction.

The management foundation was further strengthened

First, the Bank continued to improve corporate governance. The Bank further revised and
improved the corporate governance related system, and formed a relatively sound and
complete corporate governance system, which provided the necessary institutional guarantee
for the standard performance of “Three Boards and One Layer! Second, the Bank focused
on strengthening risk management and control. The Bank advanced the construction of a
comprehensive risk management system, and formed a risk control line fully covered in every
tiny aspect. The Bank accelerated the construction of the second phase of the Cloud Mirror
system, enhanced the risk identification and control capabilities, and turned “human control” into
“technical control + numerical control’’ Third, the Bank strictly regulated financial management.
The Bank firmly established the concept of cost-effectiveness, steadfastly took the road of
intensive development, and further strengthened cost control, to reduce expenditure and
increase efficiency.

Jiangxi Bank Co., Ltd. Interim Report 2019
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CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

3.3 PROFIT STATEMENT ANALYSIS

For the six months
ended June 30,
Amount of Change
2019 2018 change rate (%)
(in millions of RMB, unless otherwise stated)

Interest income 9,935.36 8,755.13 1,180.23 13.48
Interest expense (4,725.90) (4,624.06) (101.84) 2.20
Net interest income 5,209.46 4,131.07 1,078.39 26.10
Fee and commission income 594.59 578.04 16.55 2.86
Fee and commission expense (290.30) (175.24) (115.06) 65.66
Net fee and commission income 304.29 402.80 (98.51) (24.46)
Net trading gains 79.56 1.84 77.72 4,223.91
Net gains arising from financial

investments 754.97 736.04 18.93 2.57
Other operating income 38.29 65.21 (26.92) (41.28)
Operating income 6,386.57 5,336.96 1,049.61 19.67
Operating expenses (1,530.84) (1,503.29) (27.55) 1.83
Impairment losses on assets (2,559.07) (1,825.21) (733.86) 40.21
Operating profit 2,296.66 2,008.46 288.20 14.35
Share of profits of associates 0.10 2.38 (2.28) (95.80)
Profit before taxation 2,296.76 2,010.84 285.92 14.22
Income tax expense (626.43) (418.04) (208.39) 49.85
Profit for the period 1,670.33 1,592.80 7753 4.87

Profit attributable to equity shareholders
of the Bank 1,642.47 1,574.95 67.52 4.29
Non-controlling interests 27.86 17.85 10.01 56.08

In the first half of 2019, the Group realized RMB2.297 billion in profit before tax, representing a
muﬂj year-on-year increase of 14.22%, and RMB1.670 billion in net profit, representing a year-on-year
increase of 4.87%.

L Jiangxi Bank Co., Ltd. Interim Report 2019 9
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3.3.1 Net Interest Income, Net Interest Spread and Net Interest Margin

In the first half of 2019, the Group achieved net interest income of RMB5.209 billion, representing
a year-on-year increase of RMB1.078 billion, or 26.10%. The following table sets forth the average
balance of the Group’s interest-bearing assets and interest-bearing liabilities, the interest income
and expense of such assets and liabilities, the average rate of return on interest-bearing assets,
and the average cost rate of interest-bearing liabilities for the periods indicated.

For the six months ended June 30,

2019 2018
Average Average
Interest  annualized Interest  annualized
Average income/  yield/cost Average income/ yield/cost
balance expense ratio balance expense ratio
(in millions of RMB, unless otherwise stated)
Interest-bearing assets
Loans and advances to customers 184,728.90 5,652.34 6.12% 13763751 4,096.31 5.95%
Financial investments 152,455.01 3,790.08 497%  189,233.05 4,113.85 4,35%
Deposits with the central bank 28,710.06 221.05 1.54% 36,68765 274.30 150%
Deposits with banks and other financial
institutions 2,379.33 19.93 1.68% 2,956.18 35.52 2.40%
Financial assets held under resale agreements 17,784.41 198.32 2.23% 13,111.30 195.18 2.98%
Placements with banks and other financial institutions 4,687.55 53.64 2.29% 2,062.54 39.97 3.88%
Total interest-hearing assets 390,745.26 9,935.36 5.09%  381,688.23 8,755.13 4.59%
Interest-bearing liabilities
Deposits from customers 257531.59 2,410.35 187%  241,433.68 2,001.76 1.66%
Deposits from banks and other financial institutions 38,954.32 647.77 3.33% 37,966.04 904.83 4.77%
Borrowings from the central bank 2,166.30 32.97 3.04% 375.69 721 3.87%
Placements from banks and other financial institutions 5,727.68 96.54 3.37% 3,456.34 73.48 4.25%
Financial assets sold under repurchase agreements 17,501.63 184.51 2.11% 14,383.98 191.90 2.67%
Debt securities issued 58,378.30 1,078.09 3.69% 52,245.78 1,212.09 4.64%
Borrowings from other financial institutions 11,258.45 264.83 4.70% 8,413.05 23161 5.51%
Bill rediscounted m22 10.84 2.81% 88.41 112 2.53%
Total interest-bearing liabilities 392,289.49 4,725.90 241%  358,362.96 4,624.06 2.58%
Net interest income 5,209.46 4131.07
Net interest spread 2.68% 2.01%
Net interest margin 2.67% 2.16%

Jiangxi Bank Co., Ltd. Interim Report 2019




CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

The following table sets forth the changes in interest income and interest expense resulting
from the changes in the Group’s volume and interest rates during the reporting period indicated.
Changes in volume are measured by the change in average balance of interest-bearing assets
and interest-bearing liabilities, while changes in interest rates are measured by changes in the
average interest rates of interest-bearing assets and interest-bearing liabilities. The combined
effect of changes in volume and interest rate is embedded in the change in interest rates.

For the six months ended June 30,
Compared 2019 with 2018

Reasons for increase/(decrease) Net
Interest increase/
Volume! rate® (decrease)®

(in millions of RMB, unless otherwise stated)

Interest-bearing assets

Loans and advances to customers 1,440.90 115.13 1,556.03
Financial investments (914.31) 590.54 (323.77)
Deposits with the central bank (61.42) 8.17 (53.25)
Deposits with banks and other financial institutions (4.83) (10.76) (15.59)
Financial assets held under resale agreements 52.11 (48.97) 3.14
Placements with banks and other financial institutions 30.04 (16.37) 13.67
Changes in interest income 542.49 637.74 1,180.23

Interest-bearing liabilities

Bman

Deposits from customers 150.67 257.92 408.59
Deposits from banks and other financial institutions 16.43 (273.49) (257.06)
Borrowings from the central bank 2725 (1.55) 25.70
Placements from banks and other financial institutions 38.28 (15.22) 23.06
Financial assets sold under repurchase agreements 32.87 (40.26) (7.39)
Debt securities issued 113.25 (247.25) (134.00)
Borrowings from other financial institutions 66.93 (33.71) 33.22
Bill rediscounted 9.60 0.12 9.72
Changes in interest expense 455.28 (353.44) 101.84
Notes: (1) Refer to the average balance for the Reporting Period minus the average balance for the
same period of the previous year, multiplied by the average yield/cost ratio for the Reporting

Period
(2) Refer to the average yield/cost ratio for the Reporting Period minus the average yield/cost

ratio for the same period of the previous year, multiplied by the average balance for the
same period of the previous year

(3) Refer to interest income/expense during the Reporting Period minus interest income/expense
for the same period of the previous year

Jiangxi Bank Co., Ltd. Interim Report 2019 11




CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

3.3.2 Interest Income

In the first half of 2019, the Group achieved interest income of RMB9.935 billion, representing a
year-on-year increase of RMB1.180 billion, or 13.48%. The increase in interest income was mainly
due to the increase in the average balance of the Group’s loans and advances to customers,
resulting in an increase of 2.37% in the average balance of the Group’s interest-bearing assets
from RMB381.688 billion for the six months ended June 30, 2018 to RMB390.745 billion for the
six months ended June 30, 2019 and an increase of the average yield ratio of interest-bearing
assets from 4.59% in the first half of 2018 to 5.09% in the first half of 2019. The increase in the
average yield ratio of interest-bearing assets was mainly due to the increase in the average yield
ratios of financial investments and loans and advances to customers in the first half of 2019.

(1)

Interest income from loans and advances to customers

In the first half of 2019, the Group achieved interest income of loans and advances
to customers of RMB5.652 billion, representing a year-on-year increase of RMB1.556
million, or 37.99%. The main reason was that the average balance of the Group’s total
loans and advances to customers increased from RMB137.638 billion in the first half of
2018 to RMB184.729 billion in the first half of 2019, and the average yield ratio increased
from 5.95% in the first half of 2018 to 6.12% in the first half of 2019. The increase in
the average balance of total loans and advances to customers was mainly due to the
expansion of the Group’s business, particularly retail banking. The increase in the average
yield on total loans and advances to customers was mainly attributable to an adjustment
in the Group’s pricing of customer loans resulting from the rise in market interest rates.

The following table sets forth the average balance, interest income, and average yield
for each component of the Group’s loans and advances during the periods indicated.

For the six months ended June 30,
2019 2018
Average Interest Average Average Interest Average
balance income yield balance income yield
(in millions of RMB, unless otherwise stated)

Corporate loans!" 112,165.85 3,218.81 5.74%  89,208.97 2,561.27 5.74%
Personal loans 72,563.05 2,433.53 6.71%  48,428.54 1,535.04 6.34%

Total loans and advances to
customers 184,728.90 5,652.34 6.12% 13763751 4,096.31 5.95%

Note: (1) Includes bills discounting business.

12 Jiangxi Bank Co., Ltd. Interim Report 2019
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(2

(3

(4

(5)

(6)

CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

Interest income from financial investments

In the first half of 2019, the Group’s interest income from financial investments amounted
to RMB3.790 billion, representing a year-on-year decrease of RMB324 million, or 7.87%.
The average balance of financial investments declined slightly as compared with the
same period of last year. The decrease in interest income was mainly due to a decrease
of 0.62 percentage point in the average yield ratio of financial investments in the first
half of 2019 over the same period of last year.

Interest income from deposits with the central bank

In the first half of 2019, the Group’s interest income from deposits with the central
bank was RMB221 million, representing a year-on-year decrease of RMB53 million,
or 19.41%, which was mainly due to the decrease of RMB7.978 billion in the average
balance of deposits with the central bank in the first half of 2019 over the same period
of the previous year.

Interest income from deposits with banks and other financial institutions

In the first half of 2019, the Group’s interest income of deposits with banks and other
financial institutions was RMB20 million, representing a year-on-year decrease of RMB16
million, or 43.89%. It was mainly due to the decrease of RMB577 million in average
balance of deposits with banks and other financial institutions in the first half of 2019,
and the decrease of 0.72 percentage point in the average yield ratio as compared with
the same period of last year.

Interest income from placements with banks and other financial institutions

In the first half of 2019, the Group’s interest income from placements with banks and
other financial institutions was RMB54 million, representing a year-on-year increase of
RMB14 million, or 34.20%. It was primarily due to an increase of RMB2.625 billion in the
average balance of the placements with banks and other financial institutions in the first
half of 2019 as compared with the same period of last year, partly offset by the decrease
of 1.59 percentage points in the average yield ratio as compared with the same period
of last year.

Interest income from financial assets held under resale agreements

In the first half of 2019, the Group’s interest income from financial assets held under
resale agreements amounted to RMB198 million, representing a year-on-year increase
of RMBS3 million, or 1.61%. It was primarily due to an increase of RMB4.673 billion in the
average balance of the financial assets held under resale agreements in the first half of
2019 as compared with the same period of last year, partly offset by the decrease of 0.75
percentage point in the average yield ratio as compared with the same period of last year.

Jiangxi Bank Co., Ltd. Interim Report 2019 13
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3.3.3 Interest Expense

In the first half of 2019, the Group achieved interest expense of RMB4.726 billion, representing
a year-on-year increase of RMB102 million, or 2.20%. The increase in the interest expense
was primarily attributable to an increase in the average balance of the Group’s interest-bearing
liabilities from RMB358.363 billion for the six months ended June 30, 2018 to RMB392.289 billion
for the six months ended June 30, 2019, up 9.47%, as a result of the increase in the average
balance of the Group’s deposits from customers. The decrease in the average cost ratio of
interest-bearing liabilities was primarily due to the decrease in the average cost ratio of deposits
from banks and other financial institutions, borrowings from the central bank, financial assets
sold under repurchase agreements, placements from banks and other financial institutions,
borrowings from other financial institutions, and debt securities issued in the first half of 2019.

(1) Interest expense on deposits from customers

In the first half of 2019, the Group’s interest expense on deposits from customers was
RMB2.410 billion, representing a year-on-year increase of RMB409 million, or 20.41%,
which was primarily attributable to the increase of RMB16.098 billion in the average
balance of deposits from customers in the first half of 2019 compared with the same
period of last year. The increase in the average balance of deposits from customers was
mainly due to the Group’s increased marketing efforts and enriched retail and public
banking products.

For the six months ended June 30,

2019 2018
Average Interest Average Average Interest Average
balance expense  cost ratio balance expense cost ratio

(in millions of RMB, unless otherwise stated)

Corporate deposits

Demand 110,432.17 584.25 1.06%  108,391.75 462.54 0.85%
Time 75,235.86 936.69 2.49%  70,208.86 891.03 2.54%
Subtotal 185,668.03 1,520.94 1.64%  178,600.61 1,353.57 1.52%

Personal deposits

Demand 18,864.77 31.03 0.33% 21,267.50 31.92 0.30%
Time 52,998.79 858.38 3.24%  41,565.57 616.27 2.97%
Subtotal 71,863.56 889.41 2.48%  62,833.07 648.19 2.06%
Total deposits from customers ~ 257,531.59 2,410.35 1.87%  241,433.68 2,001.76 1.66%
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(2) Interest expense on deposits from banks and other financial institutions

In the first half of 2019, the Group’s interest expense on deposit from banks and other
financial institutions was RMB648 million, representing a year-on-year decrease of
RMB257 million, or 28.41%. This was mainly due to the decrease of the Group’s average
cost ratio of deposits from banks and other financial institutions from 4.77% in the first
half of 2018 to 3.33% in the first half of 2019. The decrease in the average cost ratio of
related liabilities was mainly due to the decrease in market interest rates.

(3) Interest expense on debt securities issued

In the first half of 2019, the Group’s interest expense on debt securities issued was
RMB1.078 billion, representing a year-on-year decrease of RMB134 million, or 11.06%.
It was mainly due to the decrease in the average cost ratio of debt securities issued
from 4.64% in the first half of 2018 to 3.69% in the first half of 2019, partly offset by the
increase in the average balance of debt securities issued by the Group from RMB52.246
billion in the first half of 2018 to RMB58.378 billion in the first half of 2019. The decrease
of the average cost ratio of related liabilities was mainly affected by the drop of market
capital prices.

(4) Interest expense on borrowings from the central bank

In the first half of 2019, the Group’s interest expense on borrowings from the central bank
was RMB33 million, representing a year-on-year increase of RMB26 million. It was mainly
due to the increase of RMB1.791 billion in the average balance of the Group’s borrowings
from the central bank in 2019 compared with the same period of last year, partly offset by
the decrease in the average cost ratio of borrowings from the central bank from 3.87%
in the first half of 2018 to 3.04% in the first half of 2019.

(5) Interest expense on placements from banks and other financial institutions

In the first half of 2019, the Group’s interest expense on placements from banks and other
financial institutions was RMB97 million, representing a year-on-year increase of RMB23
million, or 31.38%. It was mainly due to the increase of the average balance of the Group’s
placements from banks and other financial institutions from RMB3.456 billion in the first
half of 2018 to RMB5.728 billion in the first half of 2019, partly offset by the decrease
in the average cost ratio of placements from banks and other financial institutions from
4.25% in the first half of 2018 to 3.37% in the first half of 2019.

(6) Interest expense on financial assets sold under repurchase agreements

DIﬂj In the first half of 2019, the Group’s interest expense on financial assets sold under
repurchase agreements was RMB185 million, representing a year-on-year decrease of
RMB7 million, or 3.85%. It was mainly due to the decrease in the average cost ratio of
the Group’s financial assets sold under repurchase agreements from 2.67% in the first
half of 2018 to 2.11% in the first half of 2019, partly offset by the increase in the average
balance of financial assets sold under repurchase agreements from RMB14.384 billion
in the first half of 2018 to RMB17.502 billion in the first half of 2019.
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3.3.4 Non-interest Income

(1)

(2

Net fee and commission income

In the first half of 2019, the Group’s realized a net fee and commission income of RMB304
million, representing a year-on-year decrease of RMB99 million, or 24.46%, which was
primarily due to the significant increase in platform cooperation fees.

For the six months ended June 30,
Amount of Change
2019 2018 change rate (%)
(in millions of RMB, unless otherwise stated)

Fee and commission income 594.58 578.04 16.54 2.86
Agency and custody service fees 242.06 197.90 4416 22.31
Financial leasing service fees 148.90 71.61 77.29 107.93
Bank card service fees 104.84 96.06 8.78 9.14
Settlement and electronic channel

business fees 56.28 97.60 (41.32) (42.34)
Acceptance and guarantee

service fees 26.17 21.28 4.89 22.98
Advisory and consulting fees 16.23 87.78 (71.55) (81.51)
Others 0.10 5.81 (5.71) (98.28)
Fee and commission expense (290.29) (175.24) (115.05) 65.65
Platform cooperation fees (239.10) (97.56) (141.54) 145.08
Settlement and clearing fees (26.58) (41.30) 14.72 (35.64)
Transaction fees (16.99) (18.15) 1.16 (6.39)
Others (7.62) (18.23) 10.61 (58.20)
Net fee and commission income 304.29 402.80 (98.51) (24.46)

Net trading gains

In the first half of 2019, the Group’s net trading gains were RMB80 million, representing
a year-on-year increase of RMB78 million, which was mainly due to fluctuations in the

price in debt security market.
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(3) Net gains arising from financial investments

In the first half of 2019, the Group’s net gains arising from financial investments were
RMB755 million, representing a year-on-year increase of RMB19 million, or 2.57%, which
was mainly due to the increase in net gains and valuation on financial assets at fair value
through profit or loss in the first half of 2019.

(4) Other operating income

In the first half of 2019, the Group’s other operating income was RMB38 million,
representing a year-on-year decrease of RMB27 million, or 41.28%, which was mainly due
to the decrease of foreign exchange gains as a result of fluctuations in the exchange rate.

3.3.5 Operating Expenses

In the first half of 2019, the Group’s operating expenses were RMB1.531 billion, representing a
year-on-year increase of RMB28 million, or 1.83%.

For the six months ended June 30,
Amount of Change
2019 2018 change rate (%)
(in millions of RMB, unless otherwise stated)

Staff costs 762.73 792.36 (29.63) (3.74)
Interest expense on lease liabilities 26.77 - 26.77 -
Other general and administrative

expenses 369.20 415.29 (46.09) (11.10)
Tax and surcharges 60.11 21.41 38.70 180.76
Depreciation and amortization 260.05 172.98 87.07 50.34
Rental and property management

expenses 51.98 101.25 (49.27) (48.66)
Total operating expenses 1,530.84 1,503.29 27.55 1.83

In the first half of 2019, the Group’s tax and surcharges amounted to RMB60 million, representing
a year-on-year increase of RMB39 million or 180.76%.
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In the first half of 2019, the Group’s depreciation and amortization amounted to RMB260 million,
representing a year-on-year increase of RMB87 million or 50.34%. This was mainly due to the
impact of the application of IFRS 16, Leases on the Group’s provision for depreciation.

In the first half of 2019, the Group’s rental and property management expenses amounted to
RMB52 million, representing a year-on-year decrease of RMB49 million or 48.66%. This was
mainly due to the impact of the application of IFRS 16, Leases.

The following table sets forth the components of the Group’s staff costs for the periods indicated.

For the six months ended June 30,
Amount of Change
2019 2018 change rate (%)
(in millions of RMB, unless otherwise stated)

Staff costs
Salaries, bonuses and allowances 552.58 599.99 (47.41) (7.90)
Social insurance and supplementary

retirement benefits 115.52 100.12 15.40 15.38
Staff welfares 36.80 40.72 (3.92) (9.63)
Housing allowances 43.22 35.69 753 21.10
Employee education expenses and

labor union expenses 12.13 12.42 (0.29) (2.33)
Others 2.48 3.42 (0.94) (27.49)
Total 762.73 792.36 (29.63) (3.74)

In the first half of 2019, the Group’s staff costs were RMB763 million, representing a year-on-year
decrease of RMB30 million, or 3.74%. It was mainly due to the fact that during the Reporting
Period, the Group further strengthened the link between employee salaries and annual
performance appraisal, and relatively reduced the monthly pay ratio of the performance salary,
which resulted in a slight decrease in employee salaries, bonuses and allowances.
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3.3.6 Impairment Losses on Assets

In the first half of 2019, the Group’s impairment losses on assets was RMB2,559 million,
representing a year-on-year increase of RMB734 million, or 40.21%. It was mainly due to the
increase in the provision for loans and investment securities impairment with a view to reinforce
the Group’s capital base and risk resistance.

For the six months ended June 30,
Amount of Change
2019 2018 change rate (%)
(in millions of RMB, unless otherwise stated)

Loans and advances to customers 1,625.54 1,322.59 302.95 22.91
Financial investments 969.23 442.62 526.61 118.98
Others (35.70) 60.00 (95.70) (159.50)
Total 2,559.07 1,825.21 733.86 40.21

3.3.7 Income Tax Expense

In the first half of 2019, the Group’s income tax was RMB626 million, representing a year-on-year
increase of RMB208 million, or 49.85%. It was mainly due to the Group’s profit increase in 2019
and the adjustment to tax filing differences in 2018.

For the six months ended June 30,
Amount of Change
2019 2018 change rate (%)
(in millions of RMB, unless otherwise stated)

Current tax 838.62 579.51 259.11 44.71
Tax filling differences 70.06 (45.22) 115.28 (254.93)
Changes in deferred tax (282.25) (116.25) (166.00) 142.80
Total 626.43 418.04 208.39 49.85
L Jiangxi Bank Co., Ltd. Interim Report 2019 19
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Jiangxi Bank Co., Ltd.

3.4.1 Assets

As of June 30, 2019, the total assets of the Group amounted to RMB446.728 billion, representing
an increase of RMB27.663 billion, or 6.60% as compared with the end of the previous year. The
increase in the total assets was mainly due to the increase in Group’s total loans and advances

to customers.

As of June 30, 2019 As of December 31, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Gross loans and advances to customers 200,322.34 170,500.70
Loans and advances to customers

accrued interest 725.25 581.14
Allowances for impairment losses on

loans and advances to customers (6,321.56) (5,558.52)
Net loans and advances to customers 194,726.03 43.59 165,523.32 39.50
Financial investments 189,943.61 42.52 190,704.00 45.51
Cash and deposits with the central bank 38,205.41 8.55 37,740.62 9.01
Deposits with banks and other financial

institutions 1,656.56 0.37 3,204.92 0.76
Financial assets held under resale

agreements 12,894.12 2.89 10,966.47 2.62
Placements with banks and other

financial institutions 1,110.26 0.25 4,024.95 0.96
Other assets (" 8,191.73 1.83 6,899.99 1.64
Total assets 446,727.72 100.00 419,064.27 100.00
Note: (1) Include interest in associates, property and equipment, deferred tax assets and other assets.
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Loans and advances to customers

As of June 30, 2019, the Group’s loans and advances to customers amounted to
RMB200.322 billion, representing an increase of RMB29.822 billion, or 17.49% as
compared with the end of the previous year. The following table sets forth the Group’s
distribution of loans by business types for the periods indicated.

As of June 30, 2019 As of December 31, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Loans and advances to customers at
amortized costs

Corporate loans and advances to customers 110,210.24 55.02 95,069.38 55.75
Personal loans and advances to customers 78,003.66 38.94 66,930.41 39.26
Subtotal 188,213.90 93.96 161,999.79 95.01

Loans and advances to customers
measured at FVOCI

Corporate loans and advances to customers 618.64 0.30 538.71 0.32
Discounted bills 11,489.80 5.74 7,962.20 4.67
Subtotal 12,108.44 6.04 8,500.91 4.99
Gross loans and advances to customers 200,322.34 100.00 170,500.70 100.00

Corporate loans and advances

As of June 30, 2019, the Group’s corporate loans and advances amounted to RMB110.829
billion, representing an increase of RMB15.221 billion, or 15.92% as compared with the
end of the previous year, which was mainly due to the expansion of the Group’s corporate
credit business.

Personal loans and advances
As of June 30, 2019, the Group’s personal loans and advances amounted to RMB78.004
billion, representing an increase of RMB11.073 billion, or 16.54% as compared with the

end of the previous year, which was mainly due to the Group’s commitment to marketing
personal loans.
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Discounted bills

As of June 30, 2019, the Group’s discounted bills amounted to RMB11.490 billion,
representing an increase of RMB3.528 billion or 44.30% as compared with the end of
the previous year, which was mainly due to the Group’s continuous efforts to support
small and micro enterprises by enlarging the scale of discounted bills in response to

government’s requirement.

Financial investments

As of June 30, 2019, the Group’s balance of financial investments amounted to
RMB189.944 billion, representing a decrease of RMB760 million, or 0.40% as compared

with the end of the previous year.

As of June 30, 2019 As of December 31, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Investment securities
- Financial investments measured at

amortized cost 125,163.70 65.89 122,041.08 63.99
- Financial investments at fair value through

profit or loss 37,203.76 19.59 34,324.10 18.00
— Financial investments at fair value through other

comprehensive income — debt instrument 27,565.90 14.51 34,328.57 18.00
- Financial investments designated to be

measured at fair value through other

comprehensive income - equity instrument 10.25 0.01 10.25 0.01
Total 189,943.61 100.00 190,704.00 100.00
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As of June 30, 2019

As of December 31, 2018

Amount % of total Amount % of total
Distribution of financial investments
Debt securities
Chinese government bonds 12,432.85 6.55 12,249.46 6.42
Policy bank bonds 26,651.86 14.03 26,061.98 13.67
Commercial banks and other financial
institutions bonds 411.61 0.22 1,883.55 0.99
Corporate bonds 1,789.05 0.94 2,445.42 1.28
Subtotal 41,285.37 21.74 42,640.41 22.36
Other financial assets
Wealth management products issued by
financial institutions 4,082.86 2.15 1,043.14 0.55
Fund investments 18,798.52 9.90 18,919.49 9.92
Equity instruments 110.85 0.06 114.76 0.06
Investment management products managed
by securities companies and trust plans 124,356.11 65.46 126,631.69 66.40
Subtotal 147,348.34 7157 146,709.08 76.93
Accrued interest 1,309.90 0.69 1,354.51 0.71
Total financial investments 189,943.61 100.00 190,704.00 100.00
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3.4.2 Liabilities

As of June 30, 2019, the Group’s total liabilities amounted to RMB412.155 billion, representing
an increase of RMB25.902 billion, or 6.71% as compared with the end of the previous year.

As of June 30, 2019 As of December 31, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Deposits from customers 280,327.66 68.02 260,448.65 67.43
Deposits from banks and other financial

institutions 31,571.59 7.66 31,863.89 8.25
Borrowings from the central bank 6,661.03 1.62 1,590.07 0.41
Borrowings from other financial institutions 12,730.91 3.09 10,944.70 2.83
Placements from banks and other

financial institutions 2,225.81 0.54 6,149.98 1.59
Financial assets sold under repurchase

agreements 14,067.36 3.41 10,186.85 2.64
Debt securities issued 58,889.57 14.29 61,129.81 15.83
Income tax payable 562.01 0.14 567.44 0.15
Other liabilities 5,119.02 1.23 3,371.55 0.87
Total liabilities 412,154.96 100.00 386,252.94 100.00
Note: (1) Consist primarily of interest payable, collection and payment, accrued staff costs, other taxes

payable, dividends payable and other accounts payable.
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Deposits from customers

As of June 30, 2019, the Group’s total deposits from customers amounted to RMB280.328
billion, representing an increase of RMB19.879 billion, or 7.63% as compared with the end
of the previous year, which was mainly due to the Group’s increased efforts to promote

savings and institutional deposits.

As of June 30, 2019 As of December 31, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Demand deposits

- Corporate deposits 114,818.59 40.96 117,737.51 45.21

- Individual deposits 18,750.02 6.69 19,289.36 74
Subtotal 133,568.61 4765 137,026.87 52.62
Time deposits

- Corporate deposits 78,235.21 2791 63,772.44 24.49

- Individual deposits 54,084.72 19.29 45,616.96 1751
Subtotal 132,319.93 4720 109,389.40 42.00
Security deposits

- Acceptances 6,670.94 2.38 6,225.96 2.39

- Letters of guarantees 2,575.96 0.92 2,164.50 0.83

- Letters of credit 938.16 0.33 679.94 0.26

- Others 55.97 0.02 56.41 0.02
Subtotal 10,241.03 3.65 9,126.81 3.50
Inward and outward remittances 58.45 0.02 43.28 0.02
Structured deposits

- Corporate deposits 487.85 0.17 407.99 0.16

- Individual deposits 740.59 0.26 1,481.53 0.57
Subtotal 1,228.44 0.43 1,889.52 0.73
Interest payable 2,911.20 1.05 2,972.77 1.13
Total deposits from customers 280,327.66 100.00 260,448.65 100.00
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Deposits from banks and other financial institutions

As of the end of the Reporting Period, the Group’s balance of deposits from banks and
other financial institutions was RMB31.572 billion, representing a decrease of RMB292
million, or 0.92% as compared with end of the previous year.

Debt securities issued

As of the end of the Reporting Period, the Group’s debt securities issued was RMB58.890
billion, representing a decrease of RMB2.240 billion, or 3.66% as compared with the end
of the previous year. It was mainly due to the maturity of certain of the Group’s interbank
deposit receipts.

Financial assets sold under repurchase agreements

As of the end of the Reporting Period, the Group’s amount of financial assets sold under
repurchase agreements was RMB14.067 billion, representing an increase of RMB3.881
billion, or 38.09% as compared with the end of the previous year. It was mainly due to
the Group’s increase of receiving funds to meet its liquidity requirements.

3.4.3 Equity

As of the end of the Reporting Period, the Groups’ total equity was RMB34.573 billion,
representing an increase of RMB1.761 billion, or 5.37% as compared with the end of the previous
year. The total equity attributable to equity shareholders of the Bank was RMB33.972 billion,
representing an increase of RMB1.746 billion, or 5.42% as compared with the end of the previous
year. This was mainly due to the increase in capital reserve resulting from the increase in net
profit and the rise in the valuation of financial assets at fair value through other comprehensive

income during the Reporting Period.

As of June 30, 2019 As of December 31, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Share capital 6,024.28 17.42 6,024.28 18.36
Capital reserve 14,305.57 41.37 13,720.28 41.82
Surplus reserve 2,518.79 729 2,518.79 768
General reserve 5,505.86 15.93 5,505.86 16.78
Retained earnings 5,617.53 16.25 4,457.01 13.58
Total equity attributable to equity shareholders

of the Bank 33,972.03 98.26 32,226.22 98.22
Non-controlling interests 600.73 1.74 585.11 1.78
Total equity 34,572.76 100.00 32,811.33 100.00
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3.5 OFF-BALANCE SHEET COMMITMENTS
3.5.1 Credit Commitments
The Group incorporated the off-balance sheet business into the unified credit of customers,
and under the management of on-balance sheet business, in accordance with the management
procedures and management requirements of the pre-investigation, review, approval, contract

signing, issuance, post-loan management and mortgage/pledge guarantee.

As of June 30, 2019, the balance of major off-balance sheet items was as follows:

As of As of
June 30, December 31,
2019 % of total 2018 % of total

(in millions of RMB, unless otherwise stated)

Bank acceptances 16,901.96 50.55 17482.03 58.01
Letters of credit 2,393.44 7.16 1,401.31 4.65
Unused credit card commitments 5,799.17 17.34 5,803.02 19.26
Letter of guarantees 7,787.80 23.29 4,928.76 16.36
Loan commitments 553.92 1.66 519.82 1.72
Total 33,436.29 100.00 30,134.94 100.00

3.5.2 Capital Commitments

As of As of
June 30, December 31,
2019 2018

(in millions of RMB,
unless otherwise stated)

Capital commitments 16.35 48.84
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As of the end of the Reporting Period, the Bank’s total loans were RMB200.322 billion, representing
an increase of RMB29.822 billion, or 17.49% over the end of the previous year.

3.6.1 Distribution of Loans by Five-category Classification
As of June 30, 2019 As of December 31, 2018

Amount % of total (%) Amount % of total (%)
(in millions of RMB, unless otherwise stated)

Five-category classification

Normal 182,089.59 90.90 158,736.55 93.10
Special mention 14,336.41 7.16 8,515.78 4.99
Substandard 946.75 0.47 2,011.45 1.18
Doubtful 1,477.42 0.74 1,034.25 0.61
Loss 1,472.17 0.73 202.67 0.12
Gross loans and advances to customers 200,322.34 100.00 170,500.70 100.00
Non-performing loans and

non-performing loan ratio 3,896.34 1.95 3,248.37 1.91

As of the end of the Reporting Period, the Group’s normal loans amounted to RMB182.090
billion, accounting for 90.90%. The proportion of normal loans decreased by 2.2 percentage
points compared with that at the end of the previous year. Special mention loans amounted to
RMB14.336 billion, accounting for 7.16%. The proportion of special mention loans increased by
2.17 percentage points compared with that at the end of the previous year. Non-performing loans
amounted to RMB3.896 billion with a non-performing ratio of 1.95%. The ratio increased by 0.04
percentage point compared with that at the end of the previous year. As most of the Group’s
loan customers are small and micro enterprises affected by such policies as deleveraging and
supply-side reform, the risks thereof are subject to rapid exposure and delinquent loans have
increased.
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3.6.2 Distribution of Loans and Non-performing Loans by Product Type

As of June 30, 2019

As of December 31, 2018

Loan % of total NPL NPL Loan % of total NPL NPL
Item amount (%) amount ratio (%) amount (%) amount  ratio (%)
(in millions of RMB, unless otherwise stated)
Corporate loans
Working capital loans 54,216.41 2706 2,242.48 414 49,448.09 28.99 1,749.50 3.54
Fixed asset loans 37,800.68 18.87 105.82 028  30,415.78 1784 167,94 0.55
Financial lease 16,663.52 8.32 - - 1394301 8.18 - -
Others 2,148.27 1.07 400.80 1866 180121 1.06 415.96 23.09
Subtotal 110,828.88 55,32 2,749.10 248 95,608.09 56.07 233340 2.44
Personal loans
Personal business loans 6,624.87 3.31 30742 464 644154 3.78 294.16 457
Residential mortgage loans 54,509.05 2121 391 0.68 4382163 25.71 322.58 0.74
Personal consumption loans 13,469.52 6.72 248.13 184 13,184.09 773 145.97 11
Credit card 3,400.22 1.70 219.78 6.46 348315 2.04 152.26 437
Subtotal 78,003.66 38.94 1,147.24 147 66,930.41 39.26 914.97 1.37
Discounted bills 11,489.80 5.74 - - 7,962.20 4.67 - -
Total 200,322.34 100.00  3,896.34 195 170,500.70 100.00  3,248.37 191

As of the end of the Reporting Period, the Group’s total
billion, representing an increase of RMB29.822 billion, of which the corporate loans were up
by RMB15.221 billion or 15.92% as compared with the end of the last year. Personal loans
increased by RMB11.073 billion or 16.54% as compared with the end of the last year. Substantial
business growth was seen in such industries.

Jiangxi Bank Co., Ltd.

loans amounted to RMB200.322
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3.6.3 Distribution of Loans and Non-performing Loans by Industry

By industry
As of June 30, 2019 As of December 31, 2018
Loan % of total NPL  NPL ratio Loan % of total NPL  NPL ratio
Industry amount (%) amount (%) amount (%) amount (%)

(in millions of RMB unless otherwise specified)

1 Agriculture, forestry, animal

husbandry and fishery 1,410.71 0.70 107.52 762 1460.32 0.85 59.57 4.08
2 Mining 1,021.09 0.51 - - 55757 0.33 2.30 0.41
3 Manufacturing 13,123.77 6.55 410.20 313 13,189.39 74 29130 2.21

4 Production and distribution of
electricity, heating power, gas and

water 1,802.12 0.90 9.80 054 1869.12 110 9.80 0.52
5 Construction 11,087.59 5.53 180.91 163 927528 5.44 12.27 121
6  Wholesale and retail 19,395.02 9.68  1,781.56 919 19,650.00 1152 1,584.14 8.06
7 Transportation, storage and postal

services 3,000.28 150 179 026  3,00774 176 5.00 017
8  Accommodation and catering 1,572.58 0.79 102.52 652  1616.35 0.95 95.81 5.93
9 Information transmission, computer

services and software 1,425.37 0.1 99.14 696  1,129.32 0.66 102.60 9.09
10 Finance 1,497.54 0.75 - - 862.52 0.51 - -
11 Real estate 12,406.51 6.19 762 0.06 757175 4.44 2744 0.36
12 Leasing and commercial services  21,590.92 10.78 3.58 0.02  15,254.97 8.95 4.90 0.03
13 Scientific research and technical

services 52.50 0.03 - - 488 0.00 - -
14 Water conservancy, environment

and public facility management  17,368.50 8.67 - - 15,946.96 9.35 - -
15 Residents services, repairs and

other services 76.59 0.04 24.46 3194 82.58 0.05 16.27 19.70
16 Education 1,452.50 0.73 4.00 028  1279.74 0.75 4.00 0.31
17 Health, social security and social

welfare 1,212.50 0.61 - - 12522 0.75 - -
18 Culture, sports, and entertainment 302.79 0.15 10.00 3.30 409.38 0.24 18.00 440
19 Public administration, social security

and social organizations 1,030.00 0.50 - - 1,165.00 0.68 - -
Total amount of corporate loans 110,828.88 5532 2,749.10 248 95,608.09 56.07  2,333.40 2.44
Total amount of personal loans 78,003.66 38.94 1,147.24 147 66,930.41 39.26 914.97 137
Discounted bills 11,489.80 5.74 - - 796220 4.67 - -
Total 200,322.34 100.00  3,896.34 195 170,500.70 100.00  3,248.37 191
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As of the end of the Reporting Period, the Group’s corporate loans amounted to RMB110.829
billion, representing an increase of RMB15.221 billion or 15.92% as compared with the end of
the last year. The four largest industries were leasing and commercial services, wholesale and
retail trade, water conservancy, environment and public facility management, and manufacturing.
The Group’s total amount of NPLs was RMB3.896 billion, mainly being wholesale and retail
trade and manufacturing, which made more than 56.25% of the Bank’s total NPLs.

3.6.4 Distribution of Loans and Non-performing Loans by Collateral

As of June 30, 2019 As of December 31, 2018
Loan % of total NPL  NPL ratio Loan % of total NPL NPL
Type of collateral amount (%) amount (%) amount (%) amount  ratio (%)

(in millions of RMB unless otherwise specified)

Unsecured loans 23,437.32 1170 456.47 195 21,955.79 12.88 28755 131
Guaranteed loans 79,760.82 3982 1,992.76 250  66,163.67 3881 1,776.52 2.69
Collateralized loans 89,430.01 4464 1,197.04 134 7394240 43.36 903.94 122
Pledged loans 7,694.19 3.84 250.07 325 843884 4.95 280.36 3.32
Total 200,322.34 100.00  3,896.34 195 170,500.70 10000 324837 191

As of the end of the Reporting Period, the Group’s main types of collateral were guaranteed
loans and collateralized loans, representing over 80% of the total. It's worth noting that the
percentage of the Group’s collateralized loans was up by 1.28 percentage points, while the
NPL ratio of the guaranteed loans was down by 0.19 percentage point as compared with the
end of the last year.
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3.6.5 Distribution of Loans and Non-performing Loans by Geographical Region

As of June 30, 2019 As of December 31, 2018
Loan % of total NPL  NPL ratio Loan % of total NPL NPL
Geographical region amount (%) amount (%) amount (%) amount  ratio (%)

(in millions of RMB unless otherwise specified)

Nanchang area 100,452.25 5014 2,218.59 221 81,386.91 4773 2,151.96 2.64
Within Jiangxi Province (apart from

Nanchang area) 72,251.00 36.07  1,390.83 192 64,3121 3172 828.76 129
Qutside Jiangxi Province 27619.09 13.79 286.92 104 2480168 14.55 26765 1.08
Total 200,322.34 100.00  3,896.34 195 170,500.70 100.00  3,248.37 191

As of the end of the Reporting Period, the total amount of all the Group’s loans was RMB200.322
billion with 50.14%, 36.07% and 13.79% in Nanchang area, in Jiangxi Province (apart from
Nanchang area) and outside Jiangxi Province, respectively. Double-digit growth in the total loans
was seen in each area as compared with the end of the last year. The Group’s total amount of
NPLs was RMB3.896 billion, with 56.94% in Nanchang area, with a NPL ratio down by 0.43
percentage point as compared with the end of the last year.
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3.6.6 Distribution of Loans by Overdue Period

Type of overdues

As of June 30, 2019
Loan amount % of total (%)

As of December 31, 2018

Loan amount

% of total (%)

(in millions of RMB unless otherwise specified)

Current loans 191,096.46 95.39 164,234.11 96.32
Loans past due for

Up to 3 months 5,354.84 2.68 3,378.67 1.98
Over 3 months up to 1 year 2,008.44 1.00 1,462.24 0.86
Over 1 year up to 3 years 1,419.77 0.7 1,092.14 0.64
Over 3 years 442.83 0.22 333.54 0.20
Subtotal 9,225.88 4.61 6,266.59 3.68
Total 200,322.34 100.00 170,500.70 100.00

As of the end of the Reporting Period, the Group’s total overdue loans amounted to RMB9.226
billion, representing an increase of RMB2.959 billion with an overdue rate of 4.61%, up by 0.93
percentage point as compared with that at the end of last year. The newly added overdue loans
were mainly for over 3 months, representing 66.78% of the total newly added overdue loans.
The Group has been taking measures to collect and reduce overdue loans.
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3.6.7 Large Risk Exposures
(1)  Large risk exposures to ten largest non-interbank single customers

In accordance with applicable PRC banking laws and regulations, the Group’s risk
exposures to non-interbank single customers shall not exceed 15% of net tier-one
capital. The following table sets forth the Group’s risk exposures to non-interbank single
customers as of the dates indicated.

As of
June 30, 2019
% of net
Balance of % of total tier-one  Five-category
Item Industry risk exposure loans capital classification

(in millions of RMB)

Borrower A Water conservancy, environment

and public facility management 6,091.07 3.04 17.85( Normal
Borrower B Anonymous customer 4,322.43 2.16 12.67 Normal
Borrower C Real estate 2,860.00 1.43 8.38 Normal
Borrower D Construction 2,500.00 1.25 733 Normal
Borrower E Manufacturing 2,075.43 1.04 6.08 Normal
Borrower F Water conservancy, environment

and public facility management 2,000.00 1.00 5.86 Normal
Borrower G Water conservancy, environment

and public facility management 2,000.00 1.00 5.86 Normal
Borrower H Real estate 1,800.00 0.90 5.28 Normal
Borrower | Construction 1,607.00 0.80 4.1 Normal
Borrower J Water conservancy, environment

and public facility management 1,591.79 0.79 4.67 Normal
Total 26,847.71 13.41 78.69
Note:

(1) The increase in the data is due to the inclusion of the Bank’s off-balance-sheet business.
Risk exposures to non-interbank single customers exceeded 15% at as the end of 2018. The m—fﬂ
Bank has formulated plans to reduce large risk exposures so as to achieve risk reduction B
step by step.
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Large risk exposures to ten largest non-interbank related customers

CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

In accordance with applicable PRC banking guidelines, the Group’s risk exposures
to non-interbank related customers shall not exceed 20% of net tier-one capital. The
following table sets forth the Group’s risk exposures to non-interbank related customers
as of the dates indicated.

As of
June 30, 2019
% of net
Balance of % of total tier-one  Five-category
Item Industry risk exposure loans capital classification
(in millions of RMB)
Borrower A Construction 5,571.53 2.78 16.33 Normal
Borrower B Leasing and commercial services 3,198.90 1.60 9.38 Normal
Borrower C Leasing and commercial services 3,153.10 1.57 9.24 Normal
Borrower D Water conservancy, environment
and public facility management 3,143.00 1.57 9.21 Normal
Borrower E Leasing and commercial services 3,018.13 1.51 8.85 Normal
Borrower F Real estate 2,990.00 1.49 8.76 Normal
Borrower G Real estate 2,877.60 1.44 8.43 Normal
Borrower H Leasing and commercial services 2,850.00 1.42 8.35 Normal
Borrower | Mining 2,765.82 1.38 8.11 Normal
Borrower J Construction 2,178.30 1.09 6.38 Normal
Total 31,746.37 15.85 93.04
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3.6.8 Repossessed Assets and Impairment Allowances

As of
June 30,
Item 2019

As of

December 31,

2018

(in millions of RMB, unless otherwise stated)

=

Land use rights and buildings 108.22 109.23
Less: Impairment allowances (11.55) (11.57)
Net repossessed assets 96.67 97.66
3.6.9 Movements of Provision for Impairment Losses on Loans
Stage 1 Stage 22 Stage 3¢ Total
(in millions of RMB, unless otherwise stated)

Loans and advances to customers at

amortized costs
As at January 1, 2019 575.41 2,583.94 2,399.16 5,558.51
Transferred to next 12-month ECL 64.52 (59.72) (4.80) -
Transferred to lifetime ECL

- not credit-impaired (4.99) 66.02 (61.03) -
Transferred to lifetime ECL

- credit-impaired (3.92) (78.87) 82.79 -
Charge for the period 815.39 (625.36) 1,436.58 1,626.61
Recoveries - - 96.68 96.68
Write-offs - - (906.27) (906.27)
Others - - (53.97) (53.97)
As at June 30, 2019 1,446.41 1,886.01 2,989.14 6,321.56
Loans and advances to customers at FVOCI
As at January 1, 2019 5.97 3.79 - 9.76
Charge for the period 2.72 (3.79) - (1.07)
As at June 30, 2019¢ 8.69 - - 8.69
Total 1,455.10 1,886.01 2,989.14 6,330.25 IH
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Notes: (1) Stage 1 refers to the expected credit loss for the next 12 months.

(2) Stage 2 refers to the expected credit loss within the lifetime in which no credit impairment
has occurred.

(3) Stage 3 refers to the expected credit loss within the lifetime in which a credit impairment
has occurred.

(4) The provision for impairment losses on loans and advances to customers at fair value through
other comprehensive income is recognised in other comprehensive income.

3.6.10 Measures for Non-performing Assets

During the Reporting Period, the Group adopted the following measures to control the growth
of non-performing assets: first, the Group further moved forward the management of risks,
and concentrated on the risk investigation and resolution of existing credit businesses, to
achieve “early warning’, “early disposal’; and “early resolution’ Second, the Group implemented
hierarchical and classified recovery management, strengthened the recovery supervision for “key
banks” and “key customers’; and clarified the primary responsibility. Third, the Group insisted on
multiple measures and comprehensively applied transformation and restructuring, guarantee
responsibility, recovery and preservation, and asset auction to improve the effectiveness of
disposal of non-performing assets. Fourth, the Group increased its write-off efforts by timely
writing off loans that met the write-off conditions to accelerate risk mitigation.

3.7 SEGMENT REPORTS
3.7.1 Summary of Regional Segment Information

The Group collects its operating revenue according to the location of the branch or subsidiary
that generates such income, and divides it according to different regions. The following table
sets forth the total operating revenue of each region in the periods indicated.

For the six months ended For the six months ended
June 30, 2019 June 30, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

. Nanchang area 4,324.24 67.71 3,580.33 67.09
m ﬂj Within Jiangxi Province
(apart from Nanchang area) 1,507.32 23.60 1,370.53 25.68
Outside Jiangxi Province 555.01 8.69 386.10 7.23
Total 6,386.57 100.00 5,336.96 100.00
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3.7.2 Summary of Business Segment Information

The Group has three principal business activities: corporate banking, retail banking and financial
markets business. The following table sets forth the main financial indicators for each business
segment for the periods indicated.

For the six months ended June 30, 2019 For the six months ended June 30, 2018
Financial Financial
Corporate Retail  markets Corporate Retal  markets
banking  banking  business  Others Totl  banking  banking  business  Others Total

(in millions of RMB, unless otherwise stated)

External net interest income 129988 156536  2344.22 - 520046 99791 213 2184 - A4
Internal net inferest income/

(expenses) 1,32132 65.96  (1,449.83) 56.55 - 128379 32819 (1,65325) “a -
Net interest income 262120 163132 89439 5655 520946 228170 124951 558.59 H21 4107
Net fee and commission income/

(expenses) 2562 (11542 15840 (431) 0429 25926 1230 12501 623 40280
Net trading gains - - 79.56 - 79.56 - - 184 - 184
Net gains arising from financial

investments 365 CR | 7] - T - - T - 1%
Other operating (expenses)income (23.62) 8.59 8.30 45,02 38.29 (3057) (746) 094 10418 65.21
Operating income 287285 150479 189167 9726 638657 251089 125435 142054 15168 52336.96
Operating expenses (52735)  (580.39)  (418.5) (452) (1530.84) (53075 (33190)  (440.37) (027)  (1503.29)
Impairment losses on assets (140586)  (33795)  (799.79)  (1547) (2559.07) (1,260.35)  (14291)  (415.89) (6.07) (1,825.21)
Share of profits of associates - - - 0.10 0.10 - - - 2.38 2.38
Profit before taxation 93964 60645 67330 T3 22676 71929 57954 56429 i 201084
Proportion to total proft before

taxation (%) 4091 2640 2.3 337 10000 B 2882 2806 73 100.00
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3.7.3 Main Segment Operating Income

For the six months ended For the six months ended
June 30, 2019 June 30, 2018
Amount % of total Amount % of total
(in millions of RMB, unless otherwise stated)

Corporate banking 2,872.85 44.99 2,510.39 47.04
Retail banking 1,524.79 23.87 1,254.35 23.50
Financial markets business 1,891.67 29.62 1,420.54 26.62
Others 97.26 1.52 151.68 2.84
Total 6,386.57 100.00 5,336.96 100.00

3.8 BUSINESS OVERVIEW

3.8.1 Corporate Banking

(1)

Corporate deposits

During the Reporting Period, under the background of complicated and changeable
domestic and international economic situation and increasingly fierce competition among
banks, the Bank continued to promote the transformation of its business, focused on
institutional business and transaction banking business, and strived to foster new growth
points for corporate deposits. With the help of financial technology, the Bank vigorously
carried out key products and businesses such as Yinyitong, Zhixiaotong and electronic
collection of non-tax income, to effectively improve the level of financial services and
promote corporate banking. As of the end of the Reporting Period, the Bank’s corporate
deposit balance had reached RMB203.761 billion, representing an increase of RMB12.696
billion or 6.64% as compared with the end of last year.

As of the end of the Reporting Period, according to the People’s Bank of China, the Bank
ranked third with a market share of 11.96% in RMB corporate deposits (excluding deposits
of non-deposit financial institutions) in Jiangxi Province, and the growth rate is 5.39%,
which is 0.63 percentage point higher than the average growth rate in Jiangxi Province;
while the Bank’s market share of RMB corporate deposits in Nanchang City (excluding
deposits of non-deposit financial institutions) was 20.35%, ranking first; newly taken
deposits of the Bank accounted for 20.92% of total new deposits of the city, ranking first;
deposit growth rate was 9.53%, which is 0.28 percentage point higher than the average
growth rate in Nanchang City.
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(2

Corporate loans

As of the end of the Reporting Period, the total amount of corporate loans issued by the
Group had reached RMB110.829 billion, representing an increase of 15.92% as compared
with the end of last year. Corporate loans are the largest components of the Group’s loan
portfolio and most are denominated in RMB.

Distribution of corporate loans by product type

The Group provides various loan products to corporate customers, including working
capital loans, fixed asset loans and financial leasing services. The amount of the Group’s
corporate loans increased by 15.92% from RMB95.608 billion as of December 31, 2018
to RMB110.829 billion as of June 30, 2019, mainly due to the Group’s continued increase
in lending to enterprises in key industries, including wholesale and retail, manufacturing
and leasing and business services. The Group continuously strengthened the business
cooperation with core high quality customers.

Unit: millions of RMB

June 30, 2019 December 31, 2018
Item Amount % of total Amount %of total
Working capital loans 54,216.41 48.92 49,448.09 51.72
Fixed asset loans 37,800.68 34.11 30,415.78 31.81
Financial lease 16,663.52 15.04 13,943.01 14.58
Others™ 2,148.27 1.93 1,801.21 1.89
Total amount of corporate loans 110,828.88 100.00 95,608.09 100.00

Note:

(1) Mainly includes trade financing, forfaiting, advance payment of acceptance bill and syndicated
loan.
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Distribution of corporate loans by contract maturity

According to their respective contract maturity, the Group’s corporate loans include
short-term loans and advances as well as medium to long-term loans. The following
table sets forth the distribution of the Group’s corporate loans by contract maturity as
of the dates indicated.

Unit: millions of RMB

June 30, 2019 December 31, 2018
Item Amount % of total Amount % of total
Short-term loans and advances 43,029.50 38.83 39,302.11 41.11
Medium to long-term loans® 67,799.38 61.17 56,305.98 58.89
Total amount of corporate loans 110,828.88 100.00 95,608.09 100.00

Notes:
(1) Consists of loans and advances with contract maturity of one year or less.

(2) Consists of loans with contract maturity of more than one year.
Short-term loans and advances

As of the end of the Reporting Period, the Group’s short-term loans and advances
totaled RMB43.03 billion, up by RMB3.727 billion or 9.48% from the end of last year,
and accounted for 38.83% of the Group’s total corporate loans, down from 41.11% as at
the end of last year.

Medium to long-term loans

As of the end of the Reporting Period, the Group’s medium to long-term loans totaled
RMB67.799 billion, up by RMB11.493 billion or 20.41% from the end of last year, and
accounted for 61.17% of the Group’s total corporate loans, up from 58.89% as at the
end of last year.

Distribution of corporate loans by customer category
The Group provided different loan products and services for customers of various
categories and sizes. The Group’s corporate loan customers mainly included state-owned

enterprises and private enterprises which mainly included corporate customers in the
manufacturing, wholesale and retail industries.
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The following table sets forth the distribution of the Group’s corporate loans by size of
corporate customer as of the dates indicated.

Unit: millions of RMB

June 30, 2019 December 31, 2018
Item Amount % of total Amount % of total
Micro enterprises 7,879.07 7.1 6,431.88 6.73
Small enterprises" 62,653.83 56.53 56,320.22 58.90
Medium enterprises!” 25,541.32 23.05 19,521.35 20.42
Large enterprises™ 13,543.99 12.22 12,166.86 12.73
Others® 1,210.67 1.09 1,167.78 1.22
Total amount of corporate loans 110,828.88 100.00 95,608.09 100.00

Notes:

(1) Classification Standards of Small and Medium Enterprises stipulates that the
classification of large enterprises, medium enterprises, small enterprises and
micro enterprises shall be based on the number of employees, operating income
and total assets.

(2) Primarily includes loans to public institutions such as hospitals and schools.

Loans to large and medium enterprises

As of the end of the Reporting Period, the Group’s loans to large and medium enterprises

amounted to RMB39.085 billion, accounting for 35.27% of the Group’s total corporate

loan amount, up by 2.12% from that as at the end of the previous year.

Loans to small and micro enterprises

As of the end of the Reporting Period, the Group’s loans to small and micro enterprises

were RMB70.533 billion, accounting for 63.64% of the Group’s total corporate loan
amount, down by 1.99% from that as at the end of the previous year.
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Corporate customers

As of the end of the Reporting Period, the Bank had 71,212 corporate deposit customers,
representing an increase of 4,016 or 5.98% from the end of last year; the Bank had 3,981
corporate loan customers, an increase of 112 or 2.89% from the end of last year. The
Bank vigorously expanded its institutional customers and transaction banking customers
by organizing and launching specialized marketing activities. Particularly, it strengthened
marketing to finance, social security, medical insurance and other administrative
institutions, further expanded strategic customers such as local key state-owned
enterprises, listed companies, and leading enterprises in the industry, and actively served
private, small and micro enterprise customers. Through quality financial services, the
Bank consolidated and enhanced business cooperation with corporate customers and
consolidated its foundation for development of corporate banking.

Corporate products
Settlement business

As of the end of the Reporting Period, the Bank had 8,527 accounts of enterprise mobile
banking. Among them, 1,202 accounts were opened this year and 40,878 transactions
with total transaction value of RMB1.877 billion were made this year.

As of the end of the Reporting Period, the Bank had a total of 6,890 accounts of unit
settlement card, of which 217 were opened this year and 37,193 transactions with total
transaction value of RMB373 million were made this year.

Supply chain finance

The Bank innovated online products through financial technology to continuously improve
its supply chain finance service capability. The Bank relied on the core enterprises in
the industrial value chain to serve upstream supplier customers. At the end of May 2019,
the Bank launched the online factoring financing product, “Cloud Enterprise Chain} and
handled its first business. As of the end of the Reporting Period, the Bank’s balance
of supply chain finance business amounted to RMB2.790 billion, serving a total of 31
enterprises.
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“Shui e Rong” business

In order to cope with the impact and challenge of big data and Internet technology
to traditional small and micro financial business, the Bank and the Bank of Jiangsu
cooperated to draw on their respective strengths, took “Shui e Rong” (fief#) business
as the entry point, and adopted the concept of “Internet + tax + finance” to provide
unsecured and uncovered pure credit loans online for business owners of small and micro
enterprises above grade B (including grade B) in tax payment.

As of the end of the Reporting Period, “Shui e Rong” issued a total of 1,405 loans, with
a total amount of RMB512 million. In particular, “Shui e Rong” issued a total of 1,295
online loans, with a total amount of RMB216 million, and 110 offline loans, with a total
amount of RMB297 million. The total outstanding balance was RMB83 million, involving
38 online customers with RMB9 million outstanding, and 30 offline customers with RMB74
million outstanding.

Caiyuan Credit Link business

“Caiyuan Credit Link” business is a new financing model created by Jiangxi Provincial
Department of Finance, industrial parks in various cities and banks to alleviate the
financing difficulties of small and micro enterprises. As one of the cooperative banks
of the “Caiyuan Credit Link” business, the Bank has been actively fulfilling the mission
of serving agriculture, rural areas and farmers, small and micro enterprises, and
communities, and conducting corporate financing services through multiple channels, to
fully support the development of small and micro enterprises. Since its launch in 2014
and up to the end of the Reporting Period, Jiangxi Bank’s “Caiyuan Credit Link” (including
Caiyuan Credit Link — Export Enterprise) had accumulatively issued loans of RMB15.108
billion, which had supported a total of 1,083 small and micro enterprises, with a loan
balance of RMB3.141 billion.
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Investment banking

The Bank focused on the lead underwriting business of non-financial corporate debt
financing instruments, continuously enriched investment banking products, and promoted
product innovation, to facilitate the Bank’s business transformation.

The Bank has actively carried out the lead underwriting business since it obtained the
qualification for B-Class lead underwriter for non-financial corporate debt financing
instruments. On February 22, 2019, as approved by National Association of Financial
Market Institutional Investors, the Bank became a B-Class lead underwriter for
non-financial corporate debt financing instruments, and was approved to carry out the
lead underwriting business of non-financial corporate debt financing instruments within
Jiangxi Province, marking an important step in the Bank’s service to local economy and
direct corporate financing in Jiangxi Province. During the Reporting Period, as a joint
lead underwriter, the Bank successfully issued 2 non-financial corporate debt financing
instruments for enterprises, with a total amount of RMB3.5 billion, which effectively
promoted the Bank’s business development and transformation.

Micro-finance

The Bank has always adhered to the market positioning of “serving small and micro
enterprises’; and started small and micro financial business on a commercial scale in
the province at an early stage, made efforts to deepen, refine and penetrate the local
small and micro market, strived to solve the problem of “difficult financing and expensive
financing” facing small and micro enterprises, and constantly improved the support for
the private and real economy. As of the end of the Reporting Period, the Group’s small
and micro enterprise loan balance (with the credit granted to a single customer less than
RMB10 million (inclusive)) was RMB25.619 billion, up by RMB3.126 billion from the end
of the previous year, representing a growth rate of 13.9%. There were 16,962 customers
who received small and micro enterprise loan (with the credit granted to a single customer
less than RMB10 million). The weighted average interest rate (calculated based on the
balance) of the inclusive type small and micro enterprise loan (with the credit granted
to a single customer less than RMB10 million) was 6.31%, down by 48BP from the end
of the previous year.
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First, the Bank vigorously developed the characteristic industrial value chain and business
circle business on commercial scale. On the one hand, in order to resolve the problem of
“triangular debt” among enterprises, the Bank has developed and launched online small
and micro financial products, such as “Cloud Enterprise Chain’; and the difficulties faced
by private and small and micro enterprises in operating capital were solved through credit
enhancement by core enterprises with good credit, large scale and mature chain in supply
chain. At of the end of the Reporting Period, the Group was cooperating with leading and
core enterprises in the province’s agriculture, manufacturing and high-tech industries to
continuously increase the supply of credit to its upstream and downstream small and
micro enterprises; on the one hand, with the transformation of Hongcheng'’s characteristic
small and micro sub-branch as an entry point, the Bank closely surrounded the
Hongcheng market and neighboring business circle in Nanchang, actively explored and
innovated, continuously increased support for small and micro enterprises, and improved
the quality and efficiency of its financial services for small and micro enterprises, which
set a benchmark for small and micro financial services and laid a solid foundation for the
innovative transformation and development of the Bank’s micro-finance.

Second, the Bank continued to promote emerging industries, entrepreneurship and
innovation. On the one hand, to promote the “Yingshanhong Action” for the listing of
companies in Jiangxi, the Bank launched the exclusive credit product “Yingshanhong
Booster Loan” for “Yingshanhong Enterprises’], provided financial services to the
companies intending to go public and actively provided credit support for Yingshanhong
Enterprises. As of the end of the Reporting Period, the Bank had accumulatively provided
a credit line of RMB145 million to 15 enterprises, with a total of 14 enterprises having
used credit and a credit balance of RMB121.6 million. On the other hand, Jiangxi Talent
Serving Bank continued to optimize the innovative talent service in accordance with the
requirements of the Jiangxi Provincial Party Committee’s Talent Office and the Provincial
Local Financial Supervision Administration, and improved the policy system and exclusive
products to continuously promote the business development of Jiangxi Talent Serving
Bank. As of the end of the Reporting Period, Jiangxi Talent Serving Bank directly served
1,348 talents in the province, and supplied innovative and entrepreneurial financial
products of RMB815 million, creating a good atmosphere to support talent’s innovation
and entrepreneurship, providing better financial support for talent’s development.
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Third, the Bank continued to strengthen the technological innovation in small and micro
finance. In view of the characteristics of small and micro enterprises such as “lack of
information” and “lack of guarantee’ the Bank, with the experience of model design, data
accumulation and system development, explored and established a new service mode
of “digitization, intelligentization and networking” different from the traditional business.
At the end of December 2018, the Bank launched “Handheld Micro Loan” for customers
to meet their needs of remote self-service loan application, signing and repayment,
and as of the end of the Reporting Period, it supported a total of 1,110 small and micro
customers, with a loan balance of RMB664 million. In March 2019, the Bank launched
the online credit product “Micro Enterprise Loan” simultaneously, and as of the end of the
Reporting Period, it supported a total of 1,162 small and micro customers, with a credit
of RMB558 million. The Bank constantly strengthened the scientific and technological
leadership to reduce enterprises’ financing costs and improve service efficiency. As of
the end of the Reporting Period, the Bank’ small and micro loan balance was RMB5.655
billion, an increase of RMB1.122 billion over the same period of last year, benefiting
various production units of the society such as small and micro enterprises, individual
industrial and commercial businesses and start-ups set up by owners who had been
laid-off workers.

3.8.2 Retail Banking

(1)

Retail deposits

As of the end of the Reporting Period, the Bank’s retail deposit balance had reached
RMB73.655 billion, representing an increase of RMB7.245 billion or 10.91% as compared
with the end of last year.

During the Reporting Period, the Bank took the county area of Jiangxi Province as the
main place for the development of retail deposits and individual customers, organized a
special competition to accelerate the marketing of retail deposits in county sub-branches,
and promoted activities to achieve effective results by holding seminars, conducting field
research, and setting benchmarks. As of the end of the Reporting Period, the Bank’s
county sub-branches in Jiangxi Province had a retail deposit balance of RMB24.705
billion, an increase of RMB3.869 billion or 18.58% from the end of last year; the average
daily retail deposits of county sub-branches reached RMB23.166 billion, an increase of
RMB4.838 billion or 26.39% from the end of last year.
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In order to strengthen the marketing of settlement-type deposit, the Bank introduced the
POS acquiring fee reduction policy for individual industrial and commercial businesses,
and introduced retail demand deposits based on convenient online payment channels. For
large time deposit customers, the Bank strengthened the marketing of large certificate
of personal deposit. During the Reporting Period, the Bank issued a total of 6 phases
of large certificate of personal deposit, with sales amounting to RMB5.474 billion, an
increase of 369.97% over the same period of last year. As of the end of the Reporting
Period, the balance of large certificate of personal deposit reached approximately
RMB9.313 billion, an increase of 142.57% over the same period of last year.

Retail loans

During the Reporting Period, the Bank continued to optimize the structure of retail loans,
adjusted the focus of asset placement, and further concentrated on businesses with good
returns and stable risks, and the benefits of retail loans increased steadily. As of the end
of the Reporting Period, the Bank’s retail loan balance had reached RMB78.004 billion,
representing an increase of RMB11.073 billion or 16.54% as compared with the end of
last year. During the Reporting Period, the total interest income of the retail loan business
was RMB2.434 billion, an increase of RMB898 million or 58.53% over the same period
of last year, and the profitability of retail loans was further improved.

During the Reporting Period, the Bank closely cooperated with the Internet platform
to develop retail loan business, and the profitability of online loans was continuously
enhanced. As of the end of the Reporting Period, the balance of the Bank’s online loans
reached RMB11.175 billion, accounting for 14.33% of the balance of retail loans; during
the Reporting Period, it realized interest income of RMB650 million, accounting for
26.71% of the interest income of retail loans.

The Bank relied on key products to market offline loans properly, launched a new product
“Real Estate Mortgage Quick Loan; and realized the online value evaluation of real estate,
and immediate borrowing and repayment on mobile terminal, which greatly improved
product experience. The Bank increased the issuance of mortgage loans, and its business
scale and revenue all achieved steady growth. As of the end of the Reporting Period, the
balance of residential mortgage loans increased by RMB10.687 billion or 24.39% from
the end of last year.

Jiangxi Bank Co., Ltd. Interim Report 2019

Bzman




Bman

(3

(4

CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

Retail customers

During the Reporting Period, the Bank played the public-private linkage effect, carried out
key cooperative projects to expand customer base massively, and effectively consolidated
the retail customer base through projects and channels. The Bank organized branches to
carry out marketing activities for specific customer bases to expand customer sources.
First, the Bank relied on the Nanchang Education Examination Card payment channel
to expand the customer base for secondary school payment in Nanchang City. As of
the end of the report, the number of accumulated payment customers reached 125,300.
Second, the Bank relied on the “Smart Life Payment” channel to expand customer bases
of collecting units for the party fee, property fee, rent and other funds. As of the end of
the Reporting Period, the number of contracted enterprises for this service reached 28.
Third, the Bank relied on the public projects including “Yinyitong” to expand the hospital
customer base, organized branches to visit a number of large-scale cooperative hospitals,
and launched integrated financial services such as exclusive wealth management,
all-purpose card and personal credit for employees of the cooperative units. Fourth, in
respect of the social security agency business, the Bank took advantage of the launch
of “Golden Social Security Project Phase Il Bank and Social Security Interface System
Direct Payment Function” to organize branches and social security authorities in the area
to actively expand social security agency services. During the Reporting Period, the total
number of social security and wages directly paid by the Bank through Golden Social
Security Project Phase Il was 328,100, and the total amount of social security and wages
paid for the Bank’s customers amounted to RMB1.245 billion.

Bank cards

During the Reporting Period, the Bank, in conjunction with China UnionPay Jiangxi
Branch, launched a variety of debit card promotions such as “Chip Card Flash Payment
for Subway and Bus Activity’, “Fortune Card Golden Pig Shopping Festival; “Fee Reduction
for Consumption of Ten Thousand Tables of Reunion Dinner” and “Fortune Card Fee
Reduction for Refueling” based on “UnionPay Cloud Flash Payment APP’ to expand
customers through both online and offline channels, and activate and guide the Bank’s
debit card customers to bind and use cards. The Bank cooperated with the well-known
internet company “Mei Tuan” to launch the function of binding “Mei Tuan Payment” with
the Bank’s debit cards, making the online payment channels of the Bank’s debit cards
more abundant. As of the end of the Reporting Period, the Bank’s online payment amount
through debit cards this year reached RMB22.653 billion.
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During the Reporting Period, the Bank’s credit card business focused on the overall
goal of “controlling risk, reducing costs, and increasing revenue, steadily increased
business scale and effectively enhanced the capabilities to generate revenue and acquire
customers. First, the Bank developed the credit card with automatic installment for
comprehensive consumption to meet the consumer demand for large-scale consumption
scenes such as home improvement, wedding, travel and education. Second, the Bank
deepened cross-boundary business cooperation and innovated marketing models. The
Bank actively carried out “Gifts for First Card Swiping; “Random Reduction in Payment
Through WeChat’ “50% Off for Film Ticket on Taopiapiao’} “KFC Free Chicken’ “Weekly
Gifts for Card Swiping” and other promotions to continuously enhance the consumption
enthusiasm of the Bank’s credit card customers. Third, the Bank built an intelligent
customer service system to further enhance the experience of the Bank’s credit card
customers and optimize the process of credit card customer service. Fourth, the Bank
optimized the risk management system for the entire process of credit cards. Relying on
the technology system, and taking into account the analysis of big data inside and outside
the Bank, the Bank effectively implemented anti-fraud screening for risky customers in
the pre-lending phase, established customer behavior portraits in the lending phase to
achieve hierarchical management and risk warning of customer risks, and introduced an
advanced collection model in the post-lending phase to adopt a differentiated collection
and disposal method for credit card overdue assets.

As of the end of the Reporting Period, the Bank had issued 467,800 credit cards in total,
representing an increase of 19.52% year on year; the accumulated revenue of credit
card business this year reached RMB118 million, representing an increase of 14.56%
year on year.

Wealth management

During the Reporting Period, the Bank further optimized its wealth management products
and functions, and launched the theme products such as “New Customer Wealth
Management; “County Customer Wealth Management, “Replacement of Magnetic Strip
Card with Chip Card Customer Wealth Management” and “Group Customer Wealth
Management” for high-quality customers on a regular basis. During the Reporting Period,
the Bank’s sales of personal wealth management products reached RMB32.293 billion,
an increase of 3.05% over the same period of last year. As of the end of the Reporting
Period, the balance of the Bank’s personal wealth management products reached
RMB31.846 billion, an increase of 6.97% over the same period of last year. During the
Reporting Period, the Bank sold 91 new products on a commission basis, launched
the functions of gold supermarket and online sales of insurance on the handheld bank,
realized comprehensive online sales of wealth management products; launched the
“Fortune Gold” precious metal series products with the characteristics of the county.
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During the Reporting Period, the Bank further enriched the value-added services for VIP
customers, worked with professional institutions to launch VIP room and fast security
check-in services in major airports around the world and major domestic high-speed
rail stations, and provided online medical consultation, high-end medical examination,
equestrian courses and other services for high-net-worth customers. The Bank launched
the theme activities such as “Lectures on College Application’ “International Women’s Day
Health Month Physical Examination” and “STAR Market Investor Education” to enhance
the stickiness of high-net-worth customers.

As of the end of the Reporting Period, the Bank had 227.6 thousand individual VIP
customers, with an increase of 24.7 thousand or 12.17% from the end of last year. The
financial assets of the individual VIP customers reached RMB88.532 billion, with an
increase of RMB9.263 billion or 11.69% from the end of last year.

3.8.3 Financial Markets Business

(1)

Money market business

During the Reporting Period, the PBoC’s monetary policy placed more emphasis on
flexibility, but did not change the policy principle that “prudent monetary policy will
be eased or tightened to the right degree” The Bank paid close attention to financial
regulation and monetary policy changes, put stability in the first place, and took the
initiative to adapt to changes in the money market and anticipate the trend of changes,
to guarantee the safety of liquidity, and improve the efficiency of capital use.

As of the end of the Reporting Period, the balance of the Bank’s deposits with banks and
other financial institutions, placements with banks and other financial institutions and
financial assets held under resale agreements had been RMB15.661 billion, accounting
for 3.51% of the Group’s total assets, and the balance of the Bank’s deposits from banks
and other financial institutions, placements from banks and other financial institutions
and financial assets sold under repurchase agreements had been RMB47.865 billion,
accounting for 11.61% of the total liabilities of the Bank.

Jiangxi Bank Co., Ltd. Interim Report 2019 51




CHAPTER Ill MANAGEMENT DISCUSSION AND ANALYSIS

52

(2

(3

Investment in securities and other financial assets

During the Reporting Period, the Bank earnestly implemented policies and guidelines,
deleveraged and reduced passageway business so as to back to business fountainhead.
First, it took advantage of the local provincial-level legal person bank to focus on providing
the Bank’s customers with comprehensive financing services in financial market. Second,
it maintained the overall stable for investment business scale and gradually increased
the proportion of standardized assets.

As of the end of the Reporting Period, the total amount of the Bank’s investment in
bonds, investment products under the trust plan, investment products under the securities
company’s management and other financial products had been RMB189.944 billion; the
Bank’s total bond investment was RMB41.285 billion, investment products under the
trust plan, investment products under the securities company’s management and other
financial products totaled RMB147.348 billion.

Assets management business

In the first half of 2019, the Bank focused on the working concept of “preventing risk,
practicing internal strength, and promoting development” and implemented the guiding
principles of regulatory policies, to steadily promote the transformation to net worth wealth
management. As of the end of the Reporting Period, the Bank’s wealth management
products had a subsisting balance of RMB34.063 billion, an increase of 0.96% from
the same period of last year. The product scale was basically the same as that of the
same period of last year. During the Reporting Period, the Bank continued to reduce the
scale of interbank wealth management and principal guaranteed wealth management
according to regulatory requirements. As of the end of the Reporting Period, the scale of
interbank wealth management was RMB700 million, a decrease of RMB1.3 billion or 65%
over the same period of last year. The size of principal guaranteed wealth management
was RMB1.228 billion, a decrease of RMB1.038 billion or 45.81% over the same period
of last year.

In order to reform the supporting system for new products, the Bank will focus on
optimizing and standardizing the work in respect of qualified investor identification,
product information disclosure, asset investment allocation, risk compliance management,
personnel training and education, as well as system development and construction. The
Bank will focus on enriching the types of wealth management products, boosting the
sales of net worth wealth management products, and increasing the proportion of net
worth wealth management products, to promote the sustained and steady development
of the Bank’s wealth management business.
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3.8.4 Network Finance Business

During the Reporting Period, the Bank adhered to the “customer-oriented” service concept,
focused on building a financial service channel with integrated development of online and
offline businesses, extended online financial services through mobile banking, online banking,
telephone banking, and WeChat banking, and increased the customer management and control
function regarding expiration of certificate and the Fortune Mall (B4 E &) project, which
effectively maintained customers’ legitimate rights and interests and enhanced the customer
experience.

Mobile banking: During the Reporting Period, the Bank’s mobile banking increased the
customer management and control function regarding expiration of certificate in accordance
with regulatory requirements, and further carried out the verification of individual customer’s
identity information to safeguard the legitimate rights and interests of depositors. As of the
end of the Reporting Period, the total number of mobile banking customers reached 829,700,
a year-on-year increase of 33.71%. During the Reporting Period, there were 66.3415 million
transactions in mobile banking, a year-on-year increase of 35.59%; the transactions totaled
RMB82.178 billion, a year-on-year increase of 21.35%.

Online banking: During the Reporting Period, the Bank added the Fortune Mall, a new service,
to its online banking to provide customers with a diverse, economical and flexible platform for
point redemption as well as customization, delivery and after-sales services, thus effectively
enhancing customer activity. As of the end of the Reporting Period, the total number of online
banking customers of the Bank reached 1.2303 million, up by 25.23% year on year; among
them, there were 1.1847 million personal online banking customers and 45,600 enterprise
online banking customers. During the Reporting Period, the number of personal online banking
transactions in the Bank reached 75.2098 million, a year-on- year increase of 99.12% and total
transaction value reached RMB113.558 billion, a year-on-year decrease of 18.44%; enterprise
online banking transactions totaled 35.0247 million, down by 25.49% year on year and total
transaction value reached RMB621.199 billion, up by 2.63% year on year.

Telephone banking: During the Reporting Period, the customer service center received a total
of 717,900 calls from customers, with an average daily rate of 3,966 calls, 94.23% telephone

connection rate, and 99.36% customer satisfaction.

WeChat banking: As of the end of the Reporting Period, the Bank’s WeChat Official Account
had a total of 725,400 followers, up by 7.19% from year on year.
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3.8.5 International Business

During the Reporting Period, the Bank actively responded to the national strategies of “The
Belt and Road Initiative” and “Going Global’ always adhered to the customer-oriented service
concept, vigorously developed products such as international settlement, trade financing,
cross-border financing, domestic letter of credit and forfaiting, so as to give full play to
professional advantages, provide customers with diversified and integrated cross-border financial
service solutions, constantly optimize the international business product system, and improve
the integrated financial services capabilities.

During the Reporting Period, the international business scale of the Bank increased significantly.
As of the end of the Reporting Period, the Bank accumulatively handled international
settlement of USD1.95 billion, up by 11.88% year on year; the balance of on-balance-sheet and
off-balance-sheet financing reached RMB4.643 billion, basically flat from the same period of
the previous year; the business volume of domestic letter of credit was RMB1.829 billion, up
by 105.16% year on year; the business volume of domestic forfaiting was RMB2.140 billion, up
by 78.78% year on year.

3.8.6 Informatization Construction

In the first half of 2019, based on the plan formulated at the beginning of the year, the Group
closely focused on the work objectives of ensuring the security and stability of information,
promoting the innovation of financial technology, and upgrading the level of scientific and
technological support, to further promote informatization construction.

First, the Bank carried out an “Action’ The Bank completed most of the established work
objectives of “Science and Technology Action” on schedule and in good quality, and solemnly
released two small and micro credit products, namely Micro Enterprise Loan and Handheld
Micro Loan. Two financial technology products, namely Smart Credit and Intelligent Recovery,
also entered the commissioning phase.

Second, the Bank did a good job in two “maintenances” The Bank maintained the support
of the Bank’s information system for its business, and continued to promote the construction
of 51 IT projects such as handheld bank, big data platform, Internet- based personal loan,
and smart branch, monitored, maintained and optimized more than 120 information systems,
increased support for business and improved the effectiveness of internal management. The
Bank maintained the security and stability of its information, and continued to upgrade the
security management system, anti-virus software and network security equipment, and carried
out security protection work such as self-inspection of software and hardware equipment,
protection of network attack, penetration testing, and vulnerability scanning. The assessment
of information security management for 2018 was also completed.
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Third, the Bank promoted three “enhancements” The Bank enhanced the support of science and
technology for the front line, conducted investigations among many sub-branches in Ganzhou,
Ji'an, Hongcheng, Gaoxin, etc., discussed the construction framework of featured products,
and collected a total of more than 160 technical problems encountered by frontline employees
and suggestions for the system, which were analyzed one by one for resolution. At the same
time, the Bank completed the teasing of its financial products and made presentations among
sub-branches. The Bank enhanced the management level of business testing, strengthened
the Bank’s management of needs and testing and improved the quality of information system
construction by improving testing environment, continuously conducting data desensitization,
implementing management and control of test version and other measures. The Bank
enhanced the operation and maintenance level of its information system, initially established
the standardized operation and maintenance standards applicable to the Bank, achieved the
automation and intelligentization of the system operation and maintenance, and tried to identify
risks in advance through data analysis and achieved results.

3.8.7 Subsidiary Business

(1) Subsidiary business

Jiangxi Financial Leasing Corp., Ltd. (“Jiangxi Financial Leasing”) was established in
November 2015 with a registered capital of RMB1 billion, which is held as to 51% by
Jiangxi Bank. In March 2018, the registered capital of Jiangxi Financial Leasing was
increased to RMB2.02 billion, and the shareholding ratio of Jiangxi Bank increased from
51% to 75.74%. Since its establishment, Jiangxi Financial Leasing has always adhered
to the development direction of “based in Jiangxi, facing the whole country, looking
forward to the international market, and providing professional financial leasing services’
effectively served the national strategies including the “Belt and Road Initiative; Yangtze
River Economic Zone and the Revitalization of the Former Central Soviet Area, mainly
supported public water conservancy facilities, advanced manufacturing, transportation,
tourism development, energy and chemical engineering, medical and health care,
agriculture, forestry, animal husbandry and fishing, and cultural education, and made
achievements in the asset scale and business innovation.

As of the end of June 2019, the total assets of Jiangxi Financial Leasing reached
RMB17.916 billion, representing an increase of 14.58% as compared with RMB15.636
billion at the beginning of the year. From January to June 2019, it realized operating
income of RMB382 million, up by 106.67% year-on-year; realized profit before provision
of RMB332 million, up by 138.85% year-on-year; and realized net profit of RMB131
million, up by 114.75% year-on-year. All the regulatory indicators were up to standard. As
of the end of June 2019, the financial leasing assets of Jiangxi Financial Leasing were
normal and there were no non-performing assets; the balance of provision for financial
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leasing assets was RMB506 million, and the allowance to gross loan ratio of financial
leasing assets was 2.99%, representing an increase of 9.20% as compared with 2.74%
at the beginning of the year. In the first half of 2019, it issued loans with a total amount
of RMB5.271 billion under various leasing businesses. In particular, it issued loans of
RMB3.526 billion in Jiangxi province, accounting for 66.89%. As of the end of June
2019, Jiangxi Financial Leasing obtained an interbank credit line of RMB57.301 billion
from 103 financial institutions, representing an increase of 15 in the number of financial
institutions and RMB8.18 billion in credit line as compared with the end of last year. The
available credit line was sufficient, and the liquidity indicators were within an appropriate
range, which guaranteed the Company’s needs for continuous issuance of loans and the
payment of due liabilities.

In the future, Jiangxi Financial Leasing will closely follow the plan to develop “Internet
finance’, “car leasing” and “green leasing, make the best of the characteristics of
“financing capitals + financing goods’, and stick to the sustainable development path

featuring differentiation, specialization and professionalization.
Immaterial businesses of affiliated enterprises

As of the end of the Reporting Period, the Bank initiated and established 5 village and
township banks, namely, Nanchang Dafeng County Bank Co., Ltd. (F§ & K Z4+J$HIRTTH R
& f£/A 7)), Si Ping Tie Dong De Feng County Bank Co., Ltd. (71 5 5 & L #J $E R 17 A% {H
ABRAF]), Nanfeng Judu County Bank Co., Ltd. (B 245 &8+ SHERTT AR & (A 7)), Jinxian
Ruifeng County Bank Co., Ltd. (# B Ix 28R 7T AR & £/2 7)) and Guangchang Nanyin
County Bank Co., Ltd. (BS& MR ERTTRMN B A A]). As of the end of the Reporting
Period, total assets of these village and township banks were RMB2.488 billion, up by
RMB134 million from the end of last year; total amount of loans was RMB1.406 billion,
up by RMB174 million from the end of last year; total liabilities were RMB2.03 billion, up
by RMB136 million from the end of last year.

The village and township banks initiated and established by the Bank actively implemented
the Group’s overall development strategy, adhered to the general tone of making progress
while maintaining stability, and abided by the business policy of serving agriculture,
rural areas and farmers, and set solid groundwork in county regions, supporting small
and micro businesses and serving agriculture, rural areas and farmers, adhered to
the business guiding ideology of compliance and law, which has further improved the
structure and level of corporate governance, clarified the market positioning of serving
agriculture, rural areas and farmers, and thoroughly implemented the business concept
of supporting agriculture and supporting small areas.
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3.9 PLEDGED ASSETS OF THE GROUP

For details of pledged assets of the Group, please see note 38(f)(i) to the unaudited interim financial
report.

3.10 RISK MANAGEMENT
3.10.1 Credit Risk Management

Credit risks refer to the risk of economic loss caused by the counterparty’s failure to fulfill the
obligations in the contract, which mainly come from various loan portfolios, investment portfolios,
guarantees and other on-balance-sheet and off-balance-sheet credit risk exposures.

The Bank established a credit risk management structure consisting of the Board and its risk
management committee, the Board of Supervisors, and members of the senior management.
The Bank aims to establish a scientific and perfect credit risk management system, guides
and standardizes crediting business operation and credit risk management, and establishes a
prudent credit risk management culture.

During the Reporting Period, the Bank improved the crediting management mechanism,
optimized the application of internal retail evaluation, strengthened the system construction and
strictly controlled the credit risk.

First, the crediting management mechanism was improved by improving the system of pre-loan
investigations, concurrent review during the loan period and post-loan inspection, as well as
developing differentiated management and control programs, so as to effectively prevent credit
risks.

Second, the application of big data-driven system for risk monitoring was strengthened by
continuously introducing external data, such as external information from tax, public statements
and public opinions and other shared information, as well as practically controlling customer
access before real loans, so as to gradually realize post-loan monitoring for online loan business
and penetrate management on credit business of asset pools.

Third, the application of internal retail evaluation was optimized by strengthening communication

with external consulting companies, creating a small micro-evaluation model and promoting

automated approvals within the retail business, so as to enhance the discriminatory power of
m_m the internal evaluation model.
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3.10.2 Liquidity Risk Management

During the Reporting Period, the Bank conducted liquidity risk management by:

(1)

Attending to the matching of the terms of assets and liabilities; making analyses based on
specific funding sources; continuously marketing general deposits to obtain stable long-
term funds; constantly widening the channels of interbank financing to for timely liquidity
replenishment; and carefully and moderately regulating the growth of medium-term and
long-term assets, so as to maintain a relatively balanced development of assets and
liabilities. As of June 30, 2019, the Group’s gearing ratio (total liabilities over total assets)
was 92.26% and its liquidity coverage ratio was 179.59%. The balance of qualified
high-quality liquid assets was RMB23.404 billion, and the amount of net cash outflow in
the next 30 days was RMB13.032 billion.

As of June 30, As of March 31, As of December 31,
Item 2019 2019 2018
Amount Amount Amount

(in millions of RMB)

Net stable funding ratio 127.25% 125.25% 130.14%
Available stable funding 318,131.30 303,492.64 294,454.14
Required stable funding 249,997.75 242,316.36 226,258.35

Strictly monitoring the daily daytime liquidity to flexibly adjust the Group’s daytime fund
position and position limit.

Continuously optimizing the Group’s multi-layer liquidity management mechanism, keeping
the proportion of high-quality liquid assets within a reasonable range, monitoring the
liquidity status of various assets and improving the asset portfolio accordingly.

Setting the corresponding liquidity limit amount or percentage from the perspective of
liquidity risk management and the results of the Bank’s liquidity stress test to achieve
the purpose of balancing liquidity risks.
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3.10.3 Market Risk Management

Market risks refer to the risks of loss of banks’ on- and off-balance sheet business arising from
adverse movements in market rates including interest rates, exchange rates, commodity prices,
stock prices and other prices, which exist in the trading and non-trading business of banks. The
market risks faced by the Bank are mainly transaction book interest rate risk and bank book
exchange rate risk.

The Bank established a market risk management structure consisting of the Board and its risk
management committee, the Board of Supervisors, and the senior management. The Board is the
highest decision-making body for market risk management and bears the ultimate responsibility
for market risk management.

(1)

Interest rate risk

During the Reporting Period, the Bank reinforced policy orientation, strengthened risk
monitoring, and improved market research and decision-making.

First, the Bank kept on reinforcing policy-oriented management of market risks, improved
the policies for managing risks in bond business and standardized the operational
procedures for non-financial corporate debt financing instruments.

Second, by continuously carrying out market risk monitoring and reporting, the Bank
conducted the analysis on price and interest rate as well as on profit and loss based on
the expansion of monitoring coverage. By conducting stress tests, the Bank enriched the
coverage and scenarios of the stress tests, applied the results to risk limit control and
regularly monitored the execution of risk limit.

Third, the Bank continued to improve its ability in market research and decision-making
to enhance its decision-making based on macroeconomic and monetary policies. It also
formulated transaction strategies on a monthly basis, and took advantage of the market
fluctuation to increase revenue from transaction’s bid-ask spread.
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Exchange rate risk

Exchange rate risks refer to risks which adversely affect the position level and cash flow
of foreign exchange exposure held by the Bank due to exchange rate fluctuations. The
exchange rate risks the Bank faces mainly include transaction risks and conversion risks.
Transaction risks refer to the possibility that the Bank suffers loss due to exchange rate
fluctuations when the Bank engages in foreign exchange purchase and sale business
with the customer or provides loan or makes investment in foreign currency and in the
subsequent foreign exchange activities. Conversion risks refer to risks bringing the Bank
accounting gains and losses because the foreign exchange items on the balance sheet
of the Bank change in full due to the change of the exchange rate. During the Reporting
Period, the Bank had relatively small foreign exchange risk exposure. Before obtaining
the qualification for trading of derivatives, the Bank’s primary principle for controlling
exchange rate risk is to match asset and liability denominated in every currency to the
greatest extent, conduct monitoring over the foreign currency exposure on a daily basis,
and execute the transaction for position-closing of foreign exchange settlement and sales
in due time to prevent currency exchange loss arising from exchange rate fluctuation.

During the Reporting Period, the Bank’s market risks were controllable on the whole.

3.10.4 Operational Risk Management

Operational risks refer to the risks of losses caused by imperfect or defective internal processes,
employees and information technology systems as well as external events.

The Bank established an operational risk management structure consisting of the Board and its
risk management committee, the Board of Supervisors and members of the senior management.

During the Reporting Period, the Bank mainly adopted the following measures to strengthen
operational risk management and case risk prevention:

(1)

Deepening supervision and inspection efforts, while focusing on the management
of operational risks. On the one hand, the Bank focused on the key tasks, including
carrying out special inspections under the theme of “prohibited acts” against the priority
areas, such as “three investigations” in credit operations, seal management, business
authorization management, and management of accounts for fund supervision. On the
other hand, the Bank comprehensively implemented the annual plan on internal control
and compliance inspection by accelerating the problem rectifications, and strengthening
the adoption of internal accountability.
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(2) Strengthening behavior control and rectifying employees’ abnormal behaviors. The Bank
initiated the “three-thirds” system’ for swindle prevention control, and disciplined each
branch to screen employees’ abnormal behaviors on a quarterly basis and report the
questionable list as required. At the same time, it conducted “look-back” inspections
against the employees’ business engagements and shareholdings, abnormal account
funds, etc., so as to further screen employees’ abnormal behaviors.

(3) Clarifying the behavioral boundaries and strengthening the employees’ responsibility
for swindle prevention control. The Bank further sorted out the prohibited behaviors of
employees to clarify the boundaries of employee behaviors, organized and carried out
massed learning activities and warning educations on swindle prevention control, and
signed the responsibility contracts of swindle prevention control and the commitment
letters on employees’ behaviors, to ensure each branch person in charge to fully fill his/
her responsibilities for the swindle prevention control.

(4) Optimizing system functions and supporting risk management tools. Firstly, the Bank
continued to implement Phase Il construction of the “three-in-one” system for internal
control compliance and operational risk management, and promoted operational risk
management tools. Secondly, the Bank improved its key risk indicator system to
continuously monitor key operational risk indicators. Thirdly, it comprehensively collected
information relating to losses caused by operational risks, hereby revealed the key
operational risk areas that generate actual losses and proposed effective measures to
strengthen management.

During the Reporting Period, the Bank’s operational risk management system operated smoothly
and the operational risks were controllable on the whole.

Information Technology Risk Management

Information technology risks include operational risk, legal risk, reputational risk and other types
of risks caused by natural or human factors, technical leaks and management defects during
the use of information technology in the operation of commercial banking.

“Three-thirds” system for violation prevention: The Bank held on to “three key aspects” (key positions, key
personnel, and key links), conducted “three self-actions” (self-inspection, self-correction, and self-reporting),
and followed the principle of “three nos” (no crossing of red lines, no breaking of bottom lines, and no
touching of high-tension lines).
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3.10.6

The goal of the Bank’s information technology risk management is to realize the identification,
monitoring, evaluation and control of information technology risks by establishing an effective
mechanism, so as to promote the safe, continuous and steady operation of the Bank’s
information system. The Bank comprehensively implemented the policies and regulations of
the national competent and regulatory authorities, and effectively played the role of the three
defense lines of information technology risk management involving the information technology
department, risk management department and audit department as the main body, and made
a series of efforts to improve the level of information technology risk management. Firstly, the
Bank carried out various forms of maneuvers to test its business continuity, and implemented
actual maneuvers of switching between the host and the backup computers for the electronic
commercial draft system, the international settlement system, and the ComStar back-end
system for domestic currency fund management. Secondly, the Bank continuously implemented
life cycle management for its projects, “go-live” risk reviews and evaluations on important
information system projects, and continuous risk management for key development projects
and emergency projects. Thirdly, the Bank carried out assessments on the contingency plans of
the Bank’s business. Based on the results of the business impact analysis, the Bank conducted
comprehensive assessments on all of its important business and emergency systems for its
key information systems, and conducted compliance and comprehensive inspection on each
contingency plans. During the Reporting Period, all the production systems of the Bank were in
good working condition without any material risk events rising from information technology risks.

Legal and Compliance Risks
(1) Legal risks

Legal risks refer to the risks of legal liability arising from violations of laws and regulations,
breach of contract, infringement of the legal rights of others or other activities involving
any contractual or commercial activity of the Group.

During the Reporting Period, the Bank mainly adopted the following measures to prevent
and control legal risks:

1. Conducting effective management and strengthening legal risk prevention.
Corresponding departments of the Bank headquarters and branches reviewed the
contracts of various business segments of the Bank, formulated standardized texts
for frequent business activities, and required a legal review for non-standardized
text before it being sealed and issued, so as to reduce the legal risks in business
activities. At the same time, it also employed a number of external law firm teams
to serve as special legal advisors for important business lines to ensure the
prevention and disposal of legal risks in major and innovative businesses of the
Bank.
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2. Improving the quality and effectiveness of legal management with the support
of science and technology. The Bank has built an internal control, compliance
management and operational risk “three-in-one” full-featured management platform
as an important tool for internal control legal compliance management to realize
the systematic and intelligent management of legal affairs such as legal text review
and litigation case management and greatly improve the quality and effectiveness
of the Bank’s legal risk management.

3. Enhancing the legal awareness of all employees with multi-party advocacy. The
Bank actively carried out study and training on legal risk prevention, control and
disposal to raise the awareness and level of employees. In addition, it conducted
argumentation research and formed risk warnings for new external policies and the
common legal risks during the operation and management of the Bank to remind
employees to prevent and reduce the occurrence of legal risk events.

Compliance risks

Compliance risks refer to the risks of legal sanctions, regulatory penalties, significant
financial losses and reputation damage due to inconformity with laws, regulations and
rules.

During the Reporting Period, the Bank mainly adopted the following measures to
strengthen compliance risk management:

1. Conducting self-inspections and implementing various inspections and screenings.
According to the relevant work arrangements of the local bureau of CIRC, the Bank
welcomed external inspections, carried out self-inspections and self-correction
activities, risk screenings for some key areas, and other special screening
activities, such as activities for “consolidating the fruits of chaos governance and
promoting compliance’; chaos governance in insurance intermediary market, to
find out the causes of various violations and correct them in a timely manner, thus
strictly enforcing the internal accountability, strengthening the source rectification,
and effectively resolving the compliance risks.

2. Strictly checking and strengthening the review on rules and regulations. During
the Reporting Period, the Bank had reviewed the new and revised systems in an
efficient and quality manner by means of timely benchmarking the latest laws and
regulations, regulatory requirements and industry standards, to effectively prevent
the risks in systems, legal and compliance. At the same time, it paid attention
to the compliance risk in innovation business. On the basis of safeguarding the
antecedence of new products and new business systems, the Bank actively
carried out risk assessments on new products and new businesses to improve
the institutional regulations from multi-angles and multi-aspects.
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3. Taking multiple measures to effectively enhance compliance awareness. Firstly, the
Bank carried out various special rectification activities such as “whistling action",
internal control, swindle prevention control and compliance in innovative ways, to
further create a rich compliance culture. Secondly, the Bank conducted regular
key system tests to help employees master the rules and regulations. Thirdly, it
continued to carry out compliance promotion and education by various means,
such as feeding information via “Jiangxi Bank Compliance Academy’ its WeChat
official account, writing and publishing compliance risk tips, so as to continuously
update the employees’ compliance knowledge system.

(3) Money laundering risks

During the Reporting Period, the Bank earnestly fulfilled its anti-money laundering
obligations under the purpose of “risk-based supervision’

1. Highly valued and communicated the latest regulatory policies. The Bank had
convened leader group symposiums for anti-money laundering to learn, convey
the spirit of the anti-money laundering work conferences and monitor the relevant
work in a timely manner, and coordinated the formulation of the annual work plans,
which make it able to deploy, arrange and implement the anti-money laundering
work. At the same time, the Bank compiled the anti-money laundering work system
for 2017-2018 to make the anti-money laundering personnel of the Bank able to
understand, know and fulfill their responsibilities.

2. Taking the initiative to improve the risk prevention and control mechanism. The
Bank vigorously promoted key projects, such as high-risk customer control, data
improvement for doubtful information of customers, to ensure that risk management
is compatible with business development.

3. Focusing on key points and deepening the investigation in risk areas. The Bank
organized a series of rectification and screening activities, such as attacks on
mafia-like gangs and illegal fund-raising, which identified potential risks in time,
and provided strong compliance supports for the efficient operation of businesses.

1 Whistling action: Many countries in Europe and America have legislated to establish a “whistleblower
system’ that is, internal employees detect the problem in the first place at the first time, blow the
whistle, and curb the problem by mutual supervision and whistle-blowing. With reference to this
concept, the Bank conducted the “whistling action’ a special activity to promote internal control,
compliance and violation prevention throughout 2019, to further create a rich compliance culture.
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4. Vigorously carrying out publicity and education in diversified and innovative
methods. The Bank promoted the knowledge of illegal fund-raising prevention by
actively carrying out publicity and education with the theme of “working together
to create a protection net, make common efforts to prevent and govern illegal
fund-raising’; participating in centralized publicity, utilizing “Internet +” publicity
model, and carrying out activities with the theme of “walking into five scenarios”
(B EHE), so as to improve the public’s ability to identify fake and prevent fraud
and effectively play the Bank’s role of sentry in illegal fund-raising prevention.

5. Always working hard to strengthen supervision and inspection efforts. In order to
improve the compliance and performance capabilities of the anti-money laundering
workforce, the Bank paid close attention to rectification and accountability,
with a view to achieving rectification based on inspections, while becoming
professionalism by way of rectification, for example, it implemented numbers of
special on-site supervisions for all of its branches, investigated the enforcements in
issues such as system construction for anti-money laundering and internal control,
re-identification of high-risk customers, and beneficial owner identification.

6. Consolidating foundation and improving the holding power of science and
technology. The Bank constructed a unified monitoring and early warning platform
for anti-money laundering, and improved the accuracy of early warning by
rebuilding the reporting interface for large and suspicious transactions, while fully
optimizing the quality of the Bank’s underlying transaction data with the help of
emerging big data technology.

3.10.7 Reputational Risks

The reputational risks refer to the risks of stakeholders’ negative comments on commercial bank
due to operation, management and other activities or external events of the commercial bank.

The Bank has established a sound governance structure for reputational risk management.
The Board shall oversee the overall situation and effectiveness of the Bank’s reputational
risk management, and assumes the ultimate responsibility for it. The senior management
is responsible for the specific management of reputational risks. The office of the Bank is
the leading reputational risk management department. Each department of the Bank has
direct responsibility for the reputation risk management within the terms of reference and the
management line of that department. Each branch of the Bank takes the overall responsibilities
for the reputational risk events within its terms of reference.

1 Walking into five scenarios: walking into the enterprise, walking into the property for sale, walking
into the community, walking into the campus, and walking into the township
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3.10.8

During the Reporting Period, the Bank further improved its reputation risk management system,
striving to establish an effective whole-process management and control mechanism that can
implement pre-emptive risk preventions, risk mitigations in early stages, active responses
in mid-stages, and follow-up tracking to enhance the sophistication of its reputational risk
management and the relevant prevention and control capabilities. Firstly, the Bank improved its
reputation risk management measures by refining the reputation risk evaluation indicators of
each branch, and strengthening the evaluation efforts on each branch. Secondly, it strengthened
public opinion monitoring and the relating risk investigation, improved the prevention and
warning system, conducted regular risk investigations, clarified internal reporting channels, and
strengthened disclosure management. Thirdly, the Bank improved internal control compliance
operations, enhanced service levels and quality, so as to control public opinion risks from the
source. Fourthly, the Bank further enhanced its ability to respond to reputation risks through
professional training and learning. Fifthly, it improved the efficiency of risk disposal through
effective internal and external liaison, further clarification on assignment of responsibilities,
standardized risk disposal process. Sixthly, the Bank created a good public opinion environment
by means of actively launching positive publicity to enhance its brand image.

Strategic Risks

Strategic risks refer to the risks caused by improper business strategy or changes in the external
business environment.

The strategic risk management of the Bank is designated to continuously adjust and improve
the company’s strategies and management strategy system according to changes in the market
environment and the corporate’s own development to ensure that the corporate strategic risks
are reasonably controllable.

The organizational structure of the Bank’s strategic risk management is divided into the Board
and its strategic committee, senior management as well as its risk management committee,
and Board office.

During the Reporting Period, the Bank comprehensively carried out strategic risk management
work based on external situation and operation, regularly monitored strategic risks, assessed
and tracked potential strategic risks to be tolerated in the short term, and ensured that the
company’s strategy is instructive, feasible and scientific for the development of the whole bank.
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3.10.9 Capital Management

As of December 31, 2017, December 31, 2018 and June 30, 2019, the adequacy ratios of the
Group’s core tier-one capital were 9.38%, 10.78% and 10.38%, respectively; the adequacy ratios
of the Group’s tier-one capital were 9.40%, 10.79% and 10.39%, respectively; the adequacy
ratios of the Group’s capital were 12.90%, 13.60% and 12.99%, respectively.

As of December 31, 2017, December 31, 2018 and June 30, 2019, the Group’s leverage ratios
were 5.98%, 7.35% and 7.31%, respectively, which are in compliance with relevant regulatory

requirements in China.

Capital Adequacy Ratios

As of As of

June 30, December 31,

Item 2019 2018
Amount Amount

(in millions of RMB)

Net core tier-one capital 34,075.74 32,279.31
Net tier-one capital 34,120.15 32,315.75
Tier-two capital 8,522.75 8,392.78
Net capital base 42,642.90 40,708.54
Total risk weighted assets 328,386.64 299,426.70
Credit risk-weighted assets 306,595.53 278,075.37
Market risk-weighted assets 3,571.31 3,131.53
Operational risk-weighted assets 18,219.80 18,219.80
Core tier-one capital adequacy ratio 10.38% 10.78%
Tier-one capital adequacy ratio 10.39% 10.79%
Capital adequacy ratio 12.99% 13.60%
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3.1

3.11.2

Promote Financial Targeted Poverty Alleviation

The Bank actively implemented the decisions and arrangements of the Party Central Committee
and the State Council on winning the crucial battle against poverty, under which it continued
to increase poverty alleviation efforts by focusing on deep poverty areas across the province,
and fully promoting targeted poverty alleviation. During the Reporting Period, the Bank had
27 poverty alleviation squads to help 32 poor villages in the province, with a total of RMB7.75
million donated funds for poverty alleviation.

The Bank actively explored the new paths of “financial +” targeted poverty alleviation according
to local conditions, actively supported key and major projects such as infrastructure construction,
urbanization, and shed renovation in 23 poverty-stricken areas of the province through “financing
+ project poverty alleviation’ “financing + industrial poverty alleviation’ “financing + educational
poverty alleviation” and other modes, and employed characteristic products such as “Southern
Jiangxi Chengquan Loan’ “Poverty Alleviation Credit Link’; “Huinong Credit Link” and “Zhenbang
Loan” to support local characteristic industries such as furniture manufacturing, Southern
Jiangxi navel orange and feed processing to improve the local employment environment and
help the former Central Soviet Area, such as Southern Jiangxi, to “overcome poverty and solve
problems” As of the end of the Reporting Period, the Bank has set up outlets in 20 national
poverty-stricken counties. The credit supply balance in poverty-stricken areas was RMB16.277
billion, increasing by RMB2.885 billion over the end of the previous year with an increase rate
of 21.54%. In particular the industrial targeted poverty alleviation loans issued was RMB126
million, which led to the employment of 421 filed households with poverty-stricken personnel,
and the individual targeted poverty alleviation loans issued amounted to RMB123 million, which
led to the filing of 1,245 poverty-stricken households.

Promote the Development of Green Finance

During the Reporting Period, the Bank continued to promote green finance. Firstly, the Bank
promoted green credit release. As of the end of the Reporting Period, the Bank has released
a total green credit of RMB8.821 billion to such green industrial projects concerning ecological
protection and adaptation to climate change, clean energy, pollution control, clean transportation,
resource conservation and recycling. Secondly, the Bank facilitated the implementation of “green
sub-branch” As of the end of the Reporting Period, the Bank has completed the screening and
identification of 33 green projects jointly with third-party authentication agencies. Thirdly, the
Bank enhanced the development model of “green sub-branch’ In response to the construction
of Innovation Pilot Zone for the Green Finance of Ganjiang New Area, the Bank conducted
cooperation with respect to the green project library of Ganjiang New Area and had reached
intentions for 3 major green projects during the Reporting Period.
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3.11.3 Promote the Consumers’ Rights Protection

During the Reporting Period, the Bank actively fulfilled its consumer rights protection obligations
and constantly promoted the continuous, in-depth and effective efforts on consumer rights
protection. Firstly, it implemented fee reduction and price concession measures to fulfill the
requirements for inclusive finance. The Bank actively responded to the regulatory policy by
cutting and exempting four fee items, and lowering the rates for nine fee items, which greatly
reduced the burden on customers, and effectively fulfilled the social responsibility as a financial
institution. Secondly, it improved the complaint handling procedure to consolidate the basis for
consumer complaint management. In order to effectively shorten the customer service radius and
improve customer satisfaction, the Bank focused on building a management system for consumer
complaint handling, guided by which it strengthened the normalization and standardization on
consumer complaint management, and adopted the national customer service hotline 956055
as its unified telephone channels for consumer complaints. Thirdly, it carried out characteristic
publicity to optimize the financial ecological environment for the society. The Bank conducted
various publicities on daily financial knowledge such as “3.15 Financial Consumer Rights Day’,
“Popularization of Financial Knowledge, Protection of ‘Money Bags”, etc.; meanwhile, it launched
a number of characteristic publicity with themes of preventing illegal fund-raising, preventing
telecom fraud and others. With the help of the “Internet +” publicity, the Bank conducted both
online and offline efforts, such as producing thematic micro-cinema, feeding financial knowledge
tweets on WeChat, producing special poster foldouts and publicity materials, to disseminate
financial knowledge into thousands of households, which brought good social effects.
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3.114 Help the Development of Small and Micro Enterprises

During the Reporting Period, the Bank continued to improve the quality and efficiency of services
provided by small and micro enterprises. Firstly, the Bank continued to implement the policy of
“loan renewal services free of principal repayment, thus reducing the financing cost of small and
micro enterprises. Through the preemptive investigation and loan approval, the Bank achieved
“seamless connection” for the normal-operating private and small and micro enterprises in the
financing funds consistency, eliminating the step of raising principal repayment funds through
the “bridge financing’, and achieving the cost saving of enterprise funds. As of the end of the
Reporting Period, the Bank has provided loan renewal services free of principal repayment to
small and micro enterprises with a balance of RMB11.841 billion. Secondly, the Bank stepped up
the promotion of model innovation of “Internet +” and continuously improved the product system
of small and micro enterprises. Responding to the direction of local economic restructuring,
and based on industrial value chains with unique features and the business characteristics
and investment & financing needs of small and micro enterprises, the Bank actively promoted
products such as “Cloud Enterprise Chain’ “Shui e Rong’, “Piao Yi Rong” (E%#) and Talent
Bank Innovation and Entrepreneurship to provide exclusive services to campus customers,
taxpayers, innovative and entrepreneurial customers and customers in other fields. Thirdly, the
Bank continued to enrich the customer obtaining channels for “franchise agency” and create
an online financing service network for small and micro enterprises. The Bank established the
Small Enterprise Credit Center, a small loan franchise agency with more than 300 professional
micro-credit personnel. At the same time, it strengthened the online service functions for small
and micro enterprises through products and channels such as corporate mobile banking, “Micro
Enterprise Loan” and “Handheld Micro Loan’ which continuously improved the coverage of small
and micro finance.

3.12 FUTURE DEVELOPMENT PROSPECTS

70

At present, the international and domestic economic conditions are still complicated and challenging.
Under the circumstance of global economic growth slowdown, the external instabilities and uncertainties
increase, while the problem of insufficient and imbalance domestic development is still prominent.
Looking forward to the second half of the year, the Central Government will continue to implement
proactive fiscal policies, prudent monetary policies and employment priority policies, with a view to
stabilize and expand employment and maintain a reasonable and sufficient market liquidity thought
various measures, such as timely pre-adjustments and fine-tunes, utilization of opposite-periodic
adjustment instruments, accelerating the construction of major projects, eliminating hidden obstacles
in private investment, and promoting industrial transformation and upgrading. In the second half of
2019, the Group will strive to serve the real economy of Jiangxi Province. To this end, it will continue
to strictly implement regulatory requirements, comprehensively build a strong risk prevention line, and
continue to optimize the credit structure, by means of effectively strengthening Conscientiousness,
sense of responsibility and risk awareness, and using the top ten actions such as “Science and
Technology Action’ “Blue Ocean Action” and “Net Intelligence Action” as the driving force to strengthen
technology leadership.
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CHAPTER IV CHANGES IN SHARE CAPITAL AND INFORMATION ON SHAREHOLDERS

4.1 CHANGES IN SHARE CAPITAL

There were no changes in the share capital of the Bank during the Reporting Period. As of June
30, 2019, the total issued share capital of the Bank amounted to RMB6,024,276,901, including
1,345,500,000 H Shares with a par value of RMB1.00 each and 4,678,776,901 Domestic Shares with
a par value of RMB1.00 each.

(Unit: share)

Changes in
As of December the Reporting As of June
Item 31, 2018 Period 30, 2019
Domestic Shares State capital 588,211,420 - 588,211,420
Corporate capital 4,011,284,921 - 4,011,284,921
Personal capital 79,280,560 - 79,280,560
H Shares 1,345,500,000 — 1,345,500,000
Total 6,024,276,901 - 6,024,276,901
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INFORMATION ON SHAREHOLDERS

4.2.1 Total Number of Domestic Shareholders

As of June 30, 2019, the Bank had 9,518 Domestic Shareholders, including 31 State
shareholders, 284 corporate shareholders and 9,203 natural person shareholders.

4.2.2 Particulars of Shareholdings of the Top 10 Domestic Shareholders of the

Bank
(Unit: share)
Percentage of
Total total share
number of  capital as of
shares held June 30,
Nature of as of June 30, 2019
No. Name of shareholder shareholder 2019 (%) Pledged or frozen shares
Status of shares Number
1 Jiangxi Provincial Expressway State-owned 937,651,339 15.56 Normal 0
Investment Group Co., Ltd. corporate
shareholder
2 Jiangxi Financial Holding Group State-owned 347,546,956 5.77 Pledged 132,150,000
Co., Ltd. corporate
shareholder
3 China National Tobacco State-owned 263,000,000 437 Normal 0
Corporation Jiangxi Branch corporate
(FEEEBLNAILAEAR) shareholder
(including Jiangxi Jinfeng
Investment Management Co.,
Lid. (IREREREERER
BERF)
4 Nanchang Municipal Bureau of State shareholder 253,411,300 421 Normal 0
Finance
5  Pingxiang Huixiang Construction ~ State-owned 241,088,500 4.00 Normal 0
Development Co., Ltd.(¥4fTE  corporate
MEHRERERLA) shareholder
6  Jiangxi Province Investment Group ~ State-owned 180,000,000 2.99 Normal 0
Co., Ltd. corporate
shareholder
7 Ganshang Union (Jiangxi) Co., Ltd. General corporate 148,308,400 2.46 Pledged 74,000,000
(EBEA(IA)ERLA) shareholder
8  Jiangxi Copper Company Limited ~ General corporate 140,000,000 2.32 Normal 0
shareholder
9  Jiangxi Zhongbang Trade Co., Ltd. ~ General corporate 100,763,200 1.67 Pledged 100,763,200
(IRERALEERLT) shareholder Frozen 100,763,200
10 Jiangxi Provincial Water State-owned 99,830,800 1.66 Normal 0
Conservancy Investment Group corporate
Co., Ltd. shareholder
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4.2.3 Interests and Short Positions of Substantial Shareholders in Shares and

Underlying Shares under Hong Kong Regulations

To the best knowledge of the Bank and the Directors, as at June 30, 2019, the following
substantial shareholders of the Bank and other persons (other than the Directors, Supervisors
and chief executive of the Bank) had or were deemed to have interests and short positions in
the shares and underlying shares of the Bank which would be required to be disclosed to the
Bank or the Hong Kong Stock Exchange under Divisions 2 and 3 of Part XV of the SFO, or which

were recorded in the register required to be kept under section 336 of the SFO:

(Unit: share)

Approximate %
of the total ~ Approximate %
issued share of the total
Numberand  capital of the  issued share
Class of Nature of nature of class of the capital of the
Name of shareholder shares interest shares' Bank? Bank?
Jiangxi Provincial Expressway Investment Group ~ Domestic Shares ~ Beneficial owner 937,651,339 (L) 20.04% 15.56%
Co,, Ltd®
Jiangxi Financial Holding Group Co., Ltd Domestic Shares ~ Beneficial owner 347)546,956 (L) 743% 5.77%
China National Tobacco Corporation Jiangxi Domestic Shares  Beneficial owner 180,000,000 (L) 3.85% 2.9%%
Branch?®
Inte