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4 Chapter 2 Financial Highlights

FINANCIAL HIGHLIGHTS
Year-on-

(Expressed in thousands of year change

Renminbi, unless otherwise between 2019

stated) 2019 2018 and 2018 2017 2016 2015

Rate of change (%)

Operating Results
Interest income 44,944,020 42,805,495 5.0 42,277,528 36,055,533 31,479,529
Interest expense (28,594,168)  (30,387,931) (5.9 (30,201,911) (22,837,867) (19,530,998)
Net interest income 16,349,852 12,417,564 31.7 12,075,617 13,217,666 11,948,531
Net fee and commission income 1,155,436 626,699 844 1,612,758 1,913,907 1,204,189
Net trading gains/(losses), net

gains/(losses) arising from

investments, net foreign

exchange gains/(losses) and

other operating income 3,501,979 2,841,203 233 (438,692) 982,303 1,031,436
Operating income 21,007,267 15,885,466 32.2 13,249,683 16,113,876 14,184,156
Operating expenses (4,631,365)  (3,945,215) 174 (3,617,442)  (3,730,598)  (4,102,162)
Impairment losses on assets (10,233,200) (6,401,249) 59.9 (1,403,284) (3,675411) (1,955,377)
Operating profit 6,142,702 5,539,002 10.9 8,228,957 8,707,867 8,126,617
Share of profits of associates - - - - - -
Profit before taxation 6,142,702 5,539,002 109 8,228,957 8,707,867 8,126,617
Income tax expense (704,641) (412,854) 70.7 (654,818) (1,829,575) (1,902,790)
Net profit 5,438,061 5,126,148 6.1 7,574,139 6,878,292 6,223,827
Net profit attributable to equity

shareholders of the Bank 5,443,224 5,128,717 6.1 7,580,055 6,864,520 6,211,334

4 Shengjing Bank Co., Ltd.
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Year-on-
(Expressed in thousands of year change
Renminbi, unless otherwise between 2019
stated) 2019 2018 and 2018 2017 2016 2015
Change
Calculated on a per share
basis (R\VB)
Basic and diluted earnings per
share 0.90 0.88 0.02 1.31 1.18 1.07

Rate of change (%)
Major indicators of assets/

liabilities
Total assets 1,021,480,796 985,432,940 3.7 1030617431 905482647 701,628,500
Of which: total loans and

advances to customer!” 457,202,375 376,597,360 214 279513418 235416,650 195,460,365
Total liabilities 942,358,811 928,403,456 1.5 978,361,775 859,108,021 659,913,547
Of which: total deposits from

customers® 641,428,191 514,166,997 248 473,580,808 415,246,159 402,379,086
Share capital 8,796,680 5,796,680 518 5,796,680 5,796,680 5,796,680
Equity attributable to equity

shareholders of the Bank 78,555,532 56,457,868 39.1 51,681,375 45,794,429 41,268,528
Total equity 79,121,985 57,029,484 38.7 52,255,656 46,374,626 41,714,953

Change

Profitability Indicators (%)
Return on average total assets®? 0.54 0.51 0.03 0.78 0.86 1.03
Return on average equity® 7.99 938 (1.39) 15.36 15.62 15.99
Net interest spread® 1.59 1.33 0.26 1.36 1.65 2.00
Net interest margin® 1.76 143 0.33 1.50 1.75 2.14
Net fee and commission income

to operating income 550 3.95 1.55 12.17 11.88 8.49
Cost-to-income ratio® 2131 24.13 (2.82) 2622 19.31 19.04

Change

Asset quality indicators (%)
Non-performing loan ratio” 1.75 1.71 0.04 149 1.74 042
Allowance to non-performing

loans® 160.90 160.81 0.09 186.02 159.17 482.38
Allowance to total loans® 2.82 275 0.07 277 2.78 2.01
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FINANCIAL HIGHLIGHTS

Year-on-
(Expressed in thousands of year change
Renminbi, unless otherwise between 2019
stated) 2019 2018 and 2018 2017 2016 2015
Change
Capital adequacy indicators
(%)
Core Tier-one capital adequacy
ratio!'? 1148 852 2.96 9.04 9.10 942
Tier-one capital adequacy
ratio® 11.48 8.52 2.96 9.04 9.10 9.42
Capital adequacy ratio""? 14.54 11.86 2.68 12.85 11.99 13.03
Total equity to total assets ratio 7.75 5.79 1.96 5.07 512 5.95
Change
Other indicators (%)
Loan-to-deposit ratio™" 71.28 73.24 (1.96) 59.02 56.69 4858
Note:
) Total balance of loans and advances to customers excludes interest receivables, total deposits from customers excludes interest
payables.
(2) Calculated by dividing the net profit by the average of total assets at the beginning and at the end of the period.
(3) Representing the net profit during the period as a percentage of the average balance of total equity at the beginning and the end
of the period.
(4) Calculated by deducting the average interest rate of interest-bearing liabilities from the average return rate of interest-earning
assets.
(5) Calculated by dividing net interest income by the average interest-earning assets.
6) Calculated by dividing operating expenses (less tax and surcharges) by operating income.
(7) Calculated by dividing the balance of non-performing loans by total balance of loans and advances to customers.
8) Calculated by dividing the balance of provision for impairment on loans by the balance of non-performing loans.
) Calculated by dividing the balance of the provision for impairment on loans by the total balance of loans and advances to

(10

an

customers.

Core Tier-one capital adequacy ratio, Tier-one capital adequacy ratio and capital adequacy ratio were calculated in accordance
with the latest guidance promulgated by the CBIRC (effective from 1 January 2013).

The loan-to-deposit ratio is calculated by dividing the total balance of loans and advances to customers by total deposits from
customers.

Shengjing Bank Co., Ltd.
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CHAIRMAN'S STATEMENT

2019 was a landmark year in the transformation and development history of Shengjing Bank. In 2019, Shengjing Bank
actively responded to external challenges, fully promoted strategic transformation, constantly consolidated its operating
foundation, cultivated the development of core competitiveness, achieved significant progress in its transformation
and development. As of the end of 2019, the assets of Shengjing Bank once again exceeded RMB1 trillion, the loans
and deposits from customers increased with double-digit growth in operating income over the same period last year,
the non-performing loan ratio remained low, the capital adequacy ratio increased significantly, and various operating
indicators continued to improve. Under the strategic leadership of the Board, Shengjing Bank devoted itself to the synergic
development of quality, scale and efficiency, deepened the reform of system and mechanism, continued to optimise
business operation mode, and comprehensively strengthened risk management, resulting in the constant enhancement of
its endogenous momentum.

Shengjing Bank creatively completed domestic and overseas capital increase and share expansion, and
entered a new era of development. Since the beginning of 2019, Shengjing Bank has accelerated its capital increase and
share expansion, raising RMB18 billion through the simultaneous domestic and international issuance of 3 billion shares, all
of which have been used to supplement the core tier 1 capital, and the capital adequacy level was in the forefront of urban
commercial banks, which has greatly strengthened the operating strength and development confidence of Shengjing
Bank, further released the space and vitality for reform and development, and opened a new era for market-oriented
development of Shengjing Bank.

The Bank deepened the reform of the management system and gradually rationalized the operating
mechanism of corporate governance. In 2019, Shengjing Bank focused on enhancing the top-level design, removing
the obstacles to the system and mechanism, and providing the guarantee of healthy development from the source.
Shengjing Bank has formed the current shareholding structure of private enterprises and government enterprises as
its major shareholders, and has established a corporate governance model that meets modern corporate governance
requirements and future business development needs, becoming a booster for the stable growth of Shengjing Bank and a
ballast stone for compliance operations.

The Bank optimized the organizational structure and personnel structure, and constantly improved the
performance remuneration system. In 2019, Shengjing Bank actively promoted the market-oriented reform of the
organizational structure, personnel structure and performance-based remuneration system. Based on the concept of
marketization and contractualilzation, Shengjing Bank continuously improved the performance-based remuneration
system which linked to operating results and matched with risk responsibility, fully mobilizing the activeness, initiatives and
creativity of all employees, further releasing the development strength throughout the industry.

The Bank cultivated multi-dimensional marketing management system and increased marketing efforts. In
2019, Shengjing Bank formulated clear marketing goals and effective marketing strategies, improved various marketing
supporting measures, increased the inclination of operating resources and the allocation of front-line marketing staff,
strengthened key breakthroughs in strategic customers, further promoted precise marketing, and strengthened key
breakthroughs of strategic customers to give full play to the role of business management personnel at all levels, the
whole bank is gradually forming a big market and big marketing structure, and the deposit business’ support for liquidity
continues to increase.

The Bank strengthened the construction of a comprehensive risk management system, and strictly observed a
sound business bottom line. In 2019, Shengjing Bank implemented the operation philosophy of “taking compliance as
the key foundation of the Bank” and reshaped the comprehensive risk management system in accordance with a prudent
and steady risk control strategy, effectively implementing assignment system for risk director to embed risk control into the
entire business process. The Bank improved the level of precision and professionalism of risk management, strengthened
liquidity management, and enhanced the settlement of unwanted assets, leading to continuous improvement on risk
control capability throughout the industry. The initiative in, and the systematicness and comprehensiveness of risk
management of the Bank have been continuously enhanced.

In 2020, Shengjing Bank will closely focus on the strategic vision of “building a sound bank”, be determined by “bending
over backwards”, have tenacity without sparing effort, persist no matter any obstacles, unswervingly keep up, face
difficulties, explore with ambition, rise to the top with courage; promote the reform and development of Shengjing Bank to
start a new journey, achieve a new leap forward, and reach a new level with morale and firm confidence.
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HONOURS AND AWARDS

Titles of Honour

Awarding Entity

2019 China Financing Grand Prize Best Investment Value
Award

2019 Financial Debt Innovation Award

2019 Top 100 China Bond Settlement—CQutstanding
Proprietary Dealer

X-Repo Innovation Award for Trading Mechanism, X—Bond
Innovation Award for Trading Mechanism, 2019 Core Dealer
in Interbank Local Currency Market, 2019 Top 300 Dealer in
Interbank Local Currency Market

2019 Top 40 Dealer Interbank RMB Foreign Exchange Markets

2019 UnionPay Credit Card Business Outstanding Contribution
Award, 2019 UnionPay Credit Card Product Promotion
Outstanding Contribution Award

Advanced Unit for Popularizing Financial Knowledge in 2019

Outstanding Contributors to the Liquidity Mutual Aid Work of
Liaoning Corporation City Commercial Bank

“Front Runner” of Enterprise Standard
Shenyang City Pioneer of Workers
Best Innovation Partner

2019 Debt Financing Plan Business Breakthrough Award, 2019
Debt Financing Plan Dream Building Peer Award

2019 Fintech and Service Outstanding Innovation Award
Selection — Financial Technology Innovation Outstanding
Contribution Award — Management Innovation
Contribution Award

2019 China’s Best Employer of the Year, Shenyang’s Best
Employer

Second Prize of 2019 International Industrial Finance Excellent
Cases

Outstanding Urban Commercial Bank for Wealth Management
Information Registration in 2019

Shengjing Bank Co., Ltd.

Hong Kong Finance Magazine China Financing Market

China Development Bank

China Central Depositary & Clearing Co., Ltd.

National Interbank Funding Center

China Foreign Exchange Trade System

China UnionPay

CBIRC Liaoning Bureau

Liaoning Banking Association

Internet Finance Association of China
Shenyang Federation of Workers
CITIC Bank Credit Card Center

Beijing Financial Assets Exchange

Financial Computerization Magazine

Zhaopin.com, Social Research Center of Peking University
The Second Industrial Finance Cooperation Committee
of Asian Financial Cooperation Association

China Banking Wealth Management Registration &
Depository Center
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MANAGEMENT DISCUSSION AND ANALYSIS

5.1 ANALYSIS OF OVERALL OPERATIONS DURING THE REPORTING PERIOD
5.1.1 Social economy, financial situation and regulatory environment

In 2019, the global economy was still witnessing a deep adjustment as a result of the international financial
crisis, the global economic growth continued to slow down with more external uncertainties and instability.
As for China's economy, it has turned from high-speed growth to high-quality development. Despite the
existing downward pressure, the fundamentals of sustained growth have not changed.

Pursuant to the decisions and arrangements of the CPC Central Committee and the State Council,
the financial industry shall continue to persist in serving the real economy, preventing financial risks,
and deepening financial reforms, and a favourable financial environment for high-quality economic
development was created by the implementation of prudent monetary policy, maintaining reasonable and
sufficient liquidity, continuously deepening supply-side structural reform in the financial sector, optimising
transmission of monetary policy and reducing corporate financing costs. In 2019, the Central Bank actively
played the guiding role of structural monetary instruments and credit policies, which helped maintain a
reasonable growth in the scale of monetary credit and social financing. Meanwhile, financial institutions
strengthened their efforts in terms of product innovation and focused on solving the financing difficulties
and high financing costs encountered by private, small-and micro-sized enterprises, as such, the financial
sector steadily improved the quality and efficiency in terms of serving the real economy.

In 2019, under the requirements of “strong supervision”, “net-worth transformation”, and “eliminating
guaranteed repayment”, the banking industry has gradually shifted from extensive development to more
sophisticated operations and management. Under the background of continuous pressure from strong
supervision, commercial banks have stepped up efforts to clear out non-performing assets, and have
achieved initial results in the prevention of financial risks.

5.1.2 Overview of operating results of the Bank

In 2019, the entire Bank implemented the operating strategy of “strengthening internal operation and
management and building a positive market image externally”. As a result of continuing to focus on basic
customers, strengthening the foundation, improving quality, focussing on solutions and controlling risks,
the asset size of the entire Bank remained above RMB1 trillion. In addition, the profit level continued to rise
and comprehensive service capability witnessed continuous improvement. With the staged achievements in
terms of business model transformation and the gradually and effectively established brand image and core
competitiveness in the market, the Bank realized the coordinated development among quality, scale and
efficiency.

Annual Report 2019 9
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Chapter 5 Management Discussion and Analysis

MANAGEMENT DISCUSSION AND ANALYSIS

)

(n

(1)

Steady growth of assets and liabilities with a scale of trillion solid foundation

At the end of 2019, total assets of the Bank amounted to RMB1,021.481 billion, representing an
increase of 3.7% as compared with that at the beginning of the year, hence the asset size stands
steady at RMB1 trillion. The Bank adhered to the credit supply strategy of “high quality customers
in high quality industries and mainstream customers in mainstream industries”, as a result, the
proportion of high-quality and high-yield assets increased steadily. The total amount of loans and
advances to customers amounted to RMB457.202 billion, representing an increase of 21.4% as
compared with that at the beginning of the year. The Bank adhered to the concept of “developing
and boosting the Bank through deposits”, and the core debt ratio continued to increase with
total liabilities of RMB942.359 billion, representing an increase of 1.5% as compared with that at
the beginning of the year, of which total customer deposits amounted to RMB641.428 billion,
representing an increase of 24.8% as compared with that at the beginning of the year.

Continuous optimization of income structure and increasing profitability

In 2019, the Bank deeply implemented the operational concept of “returning to its roots and focusing
on principal businesses”. On the asset side, the Bank strengthened loan pricing management, and
on the liability side, it proactively optimized the structure of interest-bearing liabilities, as a result, the
total operating profit before provision increased significantly. During the Reporting Period, the Bank
recorded operating income of RMB21.007 billion, representing a year-on-year increase of RMB5.122
billion, or 32.2%, including net interest income of RMB16.350 billion, representing a year-on-year
increase of RMB4.436 billion, or 31.7%; a total operating profit (before provision) of RMB16.376 billion,
representing a year-on-year increase of RMB4.436 billion, or 37.1%; the net profit was RMB5.438
billion, representing a year-on-year increase of RMB312 million, or 6.1%. Meanwhile, the Bank further
pushed forward the implementation of the “light asset and light capital” strategy and initially
established a diversified profit structure. The Bank continued to expand the sources of non-interest
income, hence realized the transformation of profit model and continuously improved the capacity
and profit contribution, laying a solid foundation for the Bank to build a diversified income statement.
During the Reporting Period, the Bank recorded net non-interest income of RMB4.657 billion,
representing a year-on-year increase of RMB1.190 billion, or 34.3%,

Effective replenishment of core capital resulting in significant increase in capital strength

In 2019, the Bank successfully achieved the simultaneous private placement of H shares and domestic
shares, with proceed of approximately RMB18 billion, all of which were used to supplement core tier-
one capital, and the capital adequacy ratio was significantly increased. As of the end of 2019, the core
tier-one capital adequacy ratio and tier-one capital adequacy ratio of the Bank were both 11.48%,
representing an increase of 2.96 percentage points as compared with that at the beginning of the
year, the capital adequacy ratio was 14.54%, representing an increase of 2.68 percentage points as
compared with that at the beginning of the year. Such ratio is at the leading level of city commercial
banks..

Shengjing Bank Co., Ltd.
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5.2 FINANCIAL REVIEW
5.2.1 Analysis of the Income Statement
In 2019, the Bank achieved a profit before taxation of RMB6.143 billion, representing a year-on-year increase
of RMBO0.604 billion or 10.9%, and achieved a net profit of RMB5.438 billion, representing a year-on-year

increase of RMB0.312 billion or 6.1%.

For the year ended 31 December

(Expressed in thousands of Renminbi, Change Rate of
unless otherwise stated) 2019 2018 in amount change
(%)
Interest income 44,944,020 42,805,495 2,138,525 50
Interest expense (28,594,168) (30,387,931) 1,793,763 (5.9)
Net interest income 16,349,852 12,417,564 3,932,288 317
Net fee and commission income 1,155,436 626,699 528,737 844
Net trading gains 768,010 1,814,010 (1,046,000) (57.7)
Net gains arising from investments 4,314,076 3,871,285 442,791 114
Net losses from foreign exchange (1,606,816) (2,883,141) 1,276,325 (44.3)
Other operating income 26,709 39,049 (12,340) (31.6)
Operating income 21,007,267 15,885,466 5,121,801 322
Operating expenses (4,631,365) (3,945,215) (686,150) 174
Impairment losses on assets (10,233,200) (6,401,249) (3,831,951) 599
Profit before taxation 6,142,702 5,539,002 603,700 109
Income tax expense (704,641) (412,854) (291,787) 70.7
Net profit 5,438,061 5,126,148 311,913 6.1
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MANAGEMENT DISCUSSION AND ANALYSIS

5.2.1.1 Operating income

In 2019, the Bank achieved an operating income of RMB21.007 billion, representing a year-on-year
increase of RMB5.122 billion or 32.2%, of which, net interest income accounted for 77.8% of the
operating income, representing a year-on-year decrease of 0.4 percentage point, and net non-interest
income accounted for 22.2% of the operating results, representing a year-on-year increase of 0.4
percentage point.

(Expressed in thousands of Renminbi, For the year ended 31 December

unless otherwise stated) 2019 Proportion 2018 Proportion
(%) (%)

Net interest income 16,349,852 778 12,417,564 782

Net non-interest income 4,657,415 22.2 3,467,902 218

Operating income 21,007,267 100.0 15,885,466 1000

5.2.1.2 Net interest income

In 2019, the Bank achieved a net interest income of RMB16.350 billion, representing a year-on-year
increase of RMB3.932 billion, or 31.7%, mainly due to the year-on-year increase in interest income by
RMB2.139 billion and year-on-year-decrease in interest expense of the Bank by RMB1.794 billion. The
following table sets forth the interest income, interest expense and net interest income of the Bank
for the periods indicated:

For the year ended 31 December

(Expressed in thousands of Renminbi, Change Rate of
unless otherwise stated) 2019 2018 in amount change

(%)
Interest income 44,944,020 42,805,495 2,138,525 50
Interest expense (28,594,168) (30,387,931) 1,793,763 (5.9)
Net interest income 16,349,852 12,417,564 3,932,288 317

12 Shengjing Bank Co., Ltd.
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The following table sets forth the average balances of interest-earning assets and interest-bearing
liabilities, the related interest income or expense, and the related average yields on interest-earning
assets or the related average costs of interest bearing liabilities for the periods indicated.

As at the end of 31 December 2019 As at the end of 31 December 2018
Interest Interest
(Expressed in thousands of Renminbi, Average income/ Average Average income/ Average
unless otherwise stated) balances expense  yield/cost balances expense  yield/cost
(%) (%)
Interest-earning assets
Loans and advances to customers 424696934 25,947,045 611 320372269 19,610,505 6.12
Financial investments 408451587 17,234015 422 417917609 19,971,043 478
Deposits with Central Bank 72,199,458 1,083,993 150 77,088,241 1,139,094 148
Deposits with banks and other financial
institutions 16,422,256 499940 304 32858352 1,545,851 470
Financial assets held under resale agreements 5,446,245 125,746 231 4305,389 114,802 267
Placements with banks and other financial
institutions 1,884,050 53,281 283 14663728 424,200 289
Total interest-earning assets 929100530 44944020 484 86705588 42,805495 494
As at the end of 31 December 2019 As at the end of 31 December 2018
Interest Interest
(Expressed in thousands of Renminb, Average income/ Average Average income/ Average
unless otherwise stated) balances expense  Vield/cost balances expense  yield/cost
%) %)
Interest-bearing liabilities
Borrowings from Central Bank 12,049,068 399,492 332 15,320,000 435623 284
Deposits from customers 543529245 16598442 305 447387544 14513132 324
Deposits from banks and other financial
institutions 94122258 3,887,005 413 98353024 4018345 409
Financial assets sold under repurchase
agreements 56911217 1588126 279 69034930 2,119,566 307
Placements from banks and other financial
institutions 28672717 767,832 268 48516230 1,351,205 279
Debt securities issued 145,375,004 5353.271 368 164075699 7,950,060 485
Total interest-bearing liabilities 880659509 28594168 325 842687427 30387931 361
Net interest income 16,349,852 12417564
Net interest spread 159 133
Net interest margin 2 176 143
Notes:
Q) Calculated as the difference between the average yield on total interest-earning assets and the average

cost on total interest-bearing liabilities.

) Calculated by dividing net interest income by average balance of total interest-earning assets on
annualised basis.
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Chapter 5 Management Discussion and Analysis

MANAGEMENT DISCUSSION AND ANALYSIS

The following table sets forth the changes in the Bank’s interest income and interest expense due
to changes in volume and rates for the periods indicated. Volume and rate variances have been
measured based on movements in average balances over these periods, and changes in interest rates
have been measured based on daily average interest-earning assets and interest-bearing liabilities.
Variances caused by changes in both volume and interest rate have been allocated to changes in

interest rate.

For the year ended 31 December 2019

compared with 2018

Increase/

(Expressed in thousands of Renminbi, (decrease) Net increase/
unless otherwise stated) Volume!™ Due to Rate®? (decrease)®
Interest-earning assets
Loans and advances to customers 6,385,882 (49,342) 6,336,540
Financial investments (452,353) (2,284,675) (2,737,028)
Deposits with Central Bank (72,239) 17,138 (55,101)
Deposits with banks and other financial

institutions (773,251) (272,660) (1,045911)
Financial assets held under resale

agreements 30,421 (19,477) 10,944
Placements with banks and other financial

institutions (369,697) (1,222) (370,919)
Changes in interest income 4,748,763 (2,610,238) 2,138,525
Interest-bearing liabilities
Borrowings from Central Bank (93,009) 56,878 (36,131)
Deposits from customers 3,118,811 (1,033,501) 2,085,310
Deposits from banks and other financial

institutions (172,854) 41,514 (131,340)
Financial assets sold under repurchase

agreements (372,232) (159,208) (531,440)
Placements from banks and other financial

institutions (552,653) (30,720) (583,373)
Debt securities issued (906,116) (1,690,673) (2,596,789)
Changes in interest income expense 1,021,947 (2,815,710) (1,793,763)
Changes in net interest income 3,726,816 205,472 3,932,288

Notes:

(1) Represents the average balance for the period minus the average balance for the previous period,
multiplied by the average yield or cost for the previous period.

) Represents the average yield or cost for the period minus the average yield or cost for the previous
period, multiplied by the average balance for the period.

(3) Represents interest income or expense for the period minus interest income or expense for the previous

period.

Shengjing Bank Co., Ltd.
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5.2.1.3 Net interest spread and net interest margin

The net interest spread refers to the difference between the average yield of the average balance
of the total interest-earning assets and the average cost of the average balance of the total
interest-bearing liabilities of the Bank. The net interest margin refers to the ratio of the net interest
income to the average balance of the total interest-earning assets.

In 2019, the Bank actively promoted structural adjustment and built a scientific and efficient pricing
management system, resulting in the continuous optimization of indicators such as net interest
spread and net interest margin. In 2019, the Bank has a net interest spread of 1.59%, representing a
year-on-year increase of 0.26 percentage point, and a net interest margin of 1.76%, representing a
year-on-year increase of 0.33 percentage point.

5.2.14 Interest income
In 2019, the Bank achieved an interest income of RMB44.944 billion, representing a year-on-year
increase of RMB2.139 billion or 5.00%, mainly due to the expansion in the scale of interest-bearing

assets and the continuous optimization of business structure.

The following table sets forth the breakdown of the interest income of the Bank for the periods

indicated:
(Expressed in thousands of Renminbi, For the year ended 31 December
unless otherwise stated) 2019 Amount %oftotal 2018 Amount % of total

Loans and advances to customers
Corporate loans (including discounted

bills) 23,363,526 52.0 18,676,927 436
Personal loans 2,583,519 5.7 933,578 22
Sub-total 25,947,045 57.7 19,610,505 458
Financial investments 17,234,015 383 19,971,043 46.6
Deposits with Central Bank 1,083,993 24 1,139,094 2.7
Deposits with banks and other financial

institutions 499,940 1.1 1,545,851 36
Financial assets held under resale

agreements 125,746 0.3 114,802 0.3
Placements with banks and other

financial institutions 53,281 0.2 424,200 1.0
Total

44,944,020 100.0 42,805,495 100.0
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1.

Shengjing Bank Co., Ltd.

Interest Income from Loans and Advances to Customers

Interest income from loans and advances to customers was the essential component of
the Bank’s interest income. In 2019, interest income of the Bank from loans and advances to
customers amounted to RMB25.947 billion, representing a year-on-year increase of RMB6.337
billion or 32.3%, and accounted for 57.7 % of the total interest income, representing an
increase of 11.9 percentage points, which was mainly due to the Bank effectively built a
customer operating system of “first-line system marketing + front-end product follow-up +
middle- and back-office safeguard support”, focused on the six elements of structure, team,
product, mechanism, process, and system to build the core competitiveness of corporate and
retail business, empowered the real economy from the two aspects of “quantity” and “quality”
and resulted in steady increase in credit scale. In this year, the retail banking of the Bank
has achieved remarkable results in transformation, with the scale of retail credit and yields
rising simultaneously, and realized personal loan and interest income of RMB2.584 billion,
representing a year-on-year increase of RMB1.650 billion, or 176.7%.The following table sets
forth the average balances of the loans and advances to customers and the average yields of
related interest income and loans and advances to customers for the years indicated:

B s For the year ended 31 December

Renminbi, unless otherwise 219 208
stated) Averagebalance  Interestincome  Averageyield  Averagebalance  Interestincome  Average yield
%) (%
Corporate loans (including
discounted bills 384,107,802 23363526 608 300402281 18676927 622
Personal loans 40589132 2583519 637 19,969,988 933578 467
Total 424696934 25,947,045 611 320372269 19610505 612

Interest Income from Financial Investments

In 2019, interest income of the Bank from financial investments amounted to RMB17.234
billion, representing a year-on-year decrease of RMB2.737 billion or 13.7%, which was mainly
due to the decline in the average balance and average yield of financial investments.

Interest Income from Deposits with Central Bank
In 2019, interest income of the Bank from deposits with central bank amounted to RMB1.084

billion, representing a year-on-year decrease of RMB55 million or 4.8%, which was mainly due
to the decline in the average balance of the deposits with central bank.
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4. Interest Income from Deposits with Banks and Other Financial Institutions

In 2019, interest income of the Bank from deposits with banks and other financial institutions
amounted to RMBO0.500 billion, representing a year-on-year decrease of RMB1.046 billion or
67.7%, which was mainly due to the decrease in the average balance and balance yield of
deposits with bank and other financial institutions due to the Bank's persistence in return
to the source and remodeling the asset allocation structure of the industry in line with the
policies.

5. Interest Income from Financial Assets Held under Resale Agreements

In 2019, interest income of the Bank from financial assets held under resale agreements
amounted to RMB126 million, representing a year-on-year increase of RMB11 million or 9.5%,
which was mainly due to the increase in the average balance of financial assets sold under
repurchase agreements.

6. Interest Income from placements with banks and other financial institutions

In 2019, the interest income of the Bank from placements with banks and other financial
institutions amounted to RMB53 million, representing a year-on-year decrease of RMB371
million, or 87.4%, which was mainly due to the decrease in the average balance and yield of
the placements with banks and other financial institutions.

5.2.1.5 Interest expense

In 2019, interest expense of the Bank amounted to RMB28.594 billion, representing a year-on-year
decrease of RMB1.794 billion or 5.9%, which was mainly due to the continuous optimization of source
of funds of interest-bearing liabilities and decrease in the average cost of interest-bearing liabilities.
The following table sets forth the principal components of the interest expense of the Bank for the
periods indicated:

(Expressed in thousands of Renminbi, For the year ended 31 December
unless otherwise stated) 2019 Amount 9% of total 2018 Amount 9% of total
Borrowings from Central Bank 399,492 14 435,623 14
Deposits from customers 16,598,442 58.0 14513,132 478
Deposits from banks and other financial

institutions 3,887,005 136 4,018,345 132
Financial assets sold under repurchase

agreements 1,588,126 56 2,119,566 7.0
Placements from banks and other

financial institutions 767,832 2.7 1,351,205 44
Debt securities issued 5,353,271 18.7 7,950,060 26.2
Total 28,594,168 100.0 30,387,931 100.0
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MANAGEMENT DISCUSSION AND ANALYSIS

1.

Shengjing Bank Co., Ltd.

Interest Expense on Deposits from customers

In 2019, interest expense on deposits from customers amounted to RMB16.598 billion,
representing a year-on-year increase of RMB2.085 billion, or 14.4%, which was due to the
Bank's establishment of “taking deposits as the key foundation of the Bank” as the basic bank
policy, the initiative to strengthen the adjustment of liabilities structure, solid promotion
of the marketing of deposit and expansion of customer base, steady increase of the size of
deposits from customers.

The following table sets forth the average balance, interest expense and average cost for each
of the components of the Bank's deposits from customers:

(Expressed in thousands of

Renminb, unless othervise For the year ended 31 December 2019 For the year ended 31 December 2018
stated) Averagebalance  Interestexpense  Averagecost  Average balance Interestexpense  Average cost
(% (%
Corporate deposits
Demand 151041818 1,504,207 100 113,041,660 1135410 100
Time 216,055,119 8738125 404 199229517 8250914 414
Sub-total 367,096,937 10242332 279 32177 9,386,324 301
Personal deposits
Demand 18211057 73249 040 14673397 59378 040
Time 158,221,251 6,282,861 397 120442970 5067430 421
Sub-total 176432308 635,110 360 135,116,367 5126808 379
Total deposits from customers 54352945 16,598,442 305 447387 544 14513132 34

Interest Expense on Deposits and Placements from Banks and Other Financial Institutions

In 2019, interest expense of the Bank on deposits from banks and other financial institutions
amounted to RMB3.887 billion, representing a year-on-year decrease of RMBO0.131 billion or
3.3%, which was due to the Bank optimized its debt structure, actively reduced its interbank
liabilities and resulted in decreased average balance of deposits from other banks and other
financial institutions.
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3. Interest Expense on Financial Assets Sold under Repurchase Agreements

In 2019, interest expense of the Bank on financial assets sold under repurchase agreements
amounted to RMB1.588 billion, representing a year-on-year decrease of RMB0.531 billion or
25.1%, which was due to the decrease in the average balance and cost of the repurchased
financial disposed.

4. Interest Expense on placements with banks and other financial institutions

In 2019, the interest expense of the Bank on placements with banks and other financial
institutions amounted to RMB768 million, representing a year-on-year decrease of RMB583
million, or 43.2%, which was mainly due to the decrease in the average balance and interest
rate of the placements with banks and other financial institutions.

5. Interest Expense on Debt Securities Issued

In 2019, interest expense of the Bank on debt securities issued amounted to RMB5.353 billion,
representing a year-on-year decrease of RMB2.597 billion or 32.7%, which was due to the
decrease in the average balance and cost for the issuance of bonds.

5.2.1.6 Net Non-interest Income

In 2019, the Bank achieved the net non-interest income of RMB4.657 billion, representing a
year-on-year increase of RMB1.190 billion or 34.3%, mainly due to the Bank's in-depth promotion of
the “asset-light, capital-light” strategy, and the continuous expansion of non-interest income source
channels, the effective development of financial market, assets management, investment banking,
continued to promote the rapid growth of net non-interest income.
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1. Net Fee and Commission Income

In 2019, the Bank achieved a net fee and commission income of RMB1,155 million,
representing a year-on-year increase of RMB529 million or 84.4%, mainly due to the
Bank’s active establishment of new strategic business function such as investment banks,
transaction banks, asset custody, asset management, etc., and continuous improvement of
the development of traditional intermediary services such as payment and settlement, bank
card, and guarantee commitments, and significant increases of agency and custody service
fees and settlement and clearing services fees.

(Expressed in thousands of For the year ended 31 December

Renminbi, unless otherwise Change Rate of
stated) 2019 2018 in amount change
(%)

Fee and commission income
Agency and custody services

fees 1,029,332 586,919 442413 754
Settlement and clearing services

fees 288,685 194,069 94,616 488
Bank card services fees 107,267 48372 58,895 1218
Fee and commission expense (269,848) (202,661) (67,187) 332

Net fee and commission
income 1,155,436 626,699 528,737 844
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Net Trading Gains and Net Losses from Foreign Exchange

In 2019, net trading gains and net losses from foreign exchange of the Bank amounted to
RMB-0.839 billion, representing a year-on-year increase of RMB230 million, mainly due to the
increase in profits and losses from the change in fair value arising from derivative financial
instruments held by the Bank incurred at the end of the period.

Net Gains Arising from Investments

In 2019, the net gains arising from financial investments of the Bank amounted to RMB4.314
billion, representing a year-on-year increase of RMB0.443 billion or 11.4%, mainly due to the
continuous improvement of investment quality and returns, and the year-on-year increase in
spread income from bond trading as the Bank strengthened the construction of investment
and research ability in financial market, and made efforts to the optimization of investment
structure.

(Expressed in thousands of For the year ended 31 December
Renminbi, unless otherwise Change Rate of
stated) 2019 2018 in amount change

(%)

Net gains on financial assets at

fair value through profit and

loss for the period 2481332 2326114 155,218 6.7
Net gains on disposal of financial

assets at fair value through

other comprehensive income 1,103,026 404,028 698,998 1730
Dividends from financial

assets designated at

fair value through other

comprehensive income 1,200 15,730 (14,530) (924)
Net gains on disposal of financial

assets at amortised cost 728,518 1,125413 (396,895) (35.3)
Total 4,314,076 3,871,285 442,791 114
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5.2.1.7 Operating expenses

In 2019, the operating expenses of the Bank amounted to RMB4.631 billion, representing a
year-on-year increase of RMB686 million or 17.4%, and the cost-to-income ratio was 21.31%,
representing a year-on-year decrease of 2.82 percentage points. The increase in operating expense
was mainly due to the increase in staff costs, depreciation and amortisation, and other general and
administrative expenses as the Bank increased the high quality talent pool through various channels,
actively promote the construction of fintech and the transformation and upgrading of standardized

outlets.
For the year ended 31 December
(Expressed in thousands of Renminbi, Change Rate of
unless otherwise stated) 2019 2018 in amount change
(%)

Staff costs 2461457 2,095,285 366,172 175
Tax and surcharges 155,402 111,757 43,645 39.1
Depreciation and amortisation 593,698 403,342 190,356 472
Rental and property management

expenses 115,723 256,521 (140,798) (54.9)
Office expenses 329,098 274,804 54,294 198
Other general and administrative

expenses 975,987 803,506 172,481 215
Total operating expenses 4,631,365 3,945,215 686,150 174

1. Staff Costs

In 2019, staff costs of the Bank amounted to RMB2.461 billion, representing a year-on-year
increase of RMB366 million or 17.5%, mainly due to the increase in the expenses on salaries,
bonuses and allowances, social insurance and annuity as the Bank adhered to “developing
the Bank through talents”, increased the pool of high-quality specialized talents to build a
diversified remuneration system
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The following table sets forth the principal components of the staff costs of the Bank for the
periods indicated:

(Expressed in thousands of For the year ended 31 December
Renminbi, unless otherwise Change Rate of
stated) 2019 2018 in amount change
(%)

Salaries, bonuses and

allowances 1,806,094 1,516,815 289,279 19.1
Pension and annuity 230,456 240,705 (10,249) (4.3)
Other social insurance 179,759 142,860 36,899 258
Housing allowances 103,194 92,235 10,959 119
Supplementary retirement

benefits 13,440 4,743 8,697 1834
Other staff benefits 128,514 97,927 30,587 312
Total staff costs 2461457 2,095,285 366,172 175

Office Expenses, Rental and Property Management Expenses

Office expenses, rental and property management expenses mainly include office supplies,
property rents, maintenance fees for electronic devices, security fees, conference fees and
postal, telecom and printing fees. In 2019, office expenses, rental and property management
expenses of the Bank amounted to RMB445 million, representing a year-on-year decrease of
RMB87 million or 16.3%.

Depreciation and Amortisation

In 2019, depreciation and amortisation expenses of the Bank amounted to RMB594 million,
representing a year-on-year increase of RMB190 million or 47.2%. The increase in depreciation
and amortisation expenses were primarily due to (i) increase of investment and science and
technology and reconstruction of standardized outlets of the Bank; (ii) implementation of
New Leasing Standard since 1 January 2019 and the depreciation accruals for right-of-use
assets.

Other General and Administrative Expenses

In 2019, other general and administrative expenses of the Bank amounted to RMB976 million,
representing a year-on-year increase of RMB172 million or 21.5%. The increase in other
general and administrative expenses was primarily due to the business promotion efforts and
the brand image increased by the Bank.
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5.2.1.8 Impairment losses on assets

In 2019, impairment losses on assets of the Bank amounted to RMB10.233 billion, representing a
year-on-year increase of RMB3.832 billion or 59.9%, mainly due to the Bank stepped up its effort in
provisions and increased its risks offset ability. The following table sets forth the principal components
of impairment losses on assets of the Bank for the periods indicated:

For the year ended 31 December

(Expressed in thousands of Renminbi, Change Rate of
unless otherwise stated) 2019 2018 in amount change
(%)

Deposits and placements with bank and

other financial institutions 118,615 (15,650) 134,265 N/A
Financial assets held under resale

agreements 3,439 (4,901) 8,340 N/A
Loans and advances to customers 10,388,934 5,121,577 5,267,357 102.8
Financial investments (376,485) 1,040,801 (1,417,286) (136.2)
Credit commitment 73,386 (210,458) 283,844 N/A
Others 25311 469,880 (444,569) (94.6)
Total 10,233,200 6,401,249 3,831,951 59.9

5.2.1.9 Income tax expense

In 2019, income tax expense of the Bank amounted to RMB705 million, representing a year-on-year
increase of RMB292 million or 70.7%, which was mainly due to the increase in the profit of the Bank
during the Reporting Period.
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5.2.2 Analysis of the Statement of Financial Position
5.2.2.1 Assets

As at 31 December 2019, total assets of the Bank were RMB1,021.481 billion, representing an increase
of RMB36.048 billion or 3.7% as compared with that at the end of the previous year, mainly due to
the increase in loans and advances to customers and financial assets held under resale agreements.
The principal components of our assets are (i) net loans and advances to customers, (i) financial
investments, (iii) cash and deposits with Central Bank and (iv) deposits with banks and other financial
institutions, which accounted for 43.7%, 40.9%, 8.9% and 2.1%, respectively, of total assets of the Bank
as at 31 December 2019. The following table sets forth the balances of principal components of total
assets of the Bank as at the dates indicated:

(Expressed in thousands of Renminbi, As at 31 December 2019 As at 31 December 2018
unless otherwise stated) Amount of total Amount of total
(%) (%)

Assets
Total loans and advances to customers 457,202,375 448 376,597,360 382
Interest receivable 2,052,316 0.2 1,839,265 0.2
Provision for impairment (12,879,170) (1.3) (10,358,586) (1.0)
Net loans and advances to customers 446,375,521 437 368,078,039 374
Financial investments @ 417492192 409 474,765,776 481
Deposits with banks and other financial

institutions 21,104,213 2.1 29,098,503 30
Cash and deposits with Central Bank 90,533,151 89 97,573,501 9.9
Financial assets held under resale

agreements 18,713,438 1.8 2,146,696 0.2
Placements with banks and other

financial institutions 8,198,954 08 2400914 0.2
Derivative financial assets 3,379,675 03 2,171,078 0.2
Other assets @ 15,683,652 15 0,198,433 1.0
Total assets 1,021,480,796 1000 985432940 1000

Notes:
1 Financial investments include financial assets at fair value through other comprehensive income,

financial assets at amortised cost and other financial investments at fair value through profit or loss.

) Includes property and equipment, other receivables, deferred income tax assets and other assets.
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Shengjing Bank Co., Ltd.

Loans and Advances to Customers

The total loans and advances to customers made by the Bank as at 31 December 2019
amounted to RMB457.202 billion with an increase of RMB80.605 billion or 21.4% as compared
with that at the end of last year, and accounted for 44.8% of the total assets, representing an
increase of 6.6 percentage points as compared to the end of last year. The loans and advances
to customers made by the Bank consisted mainly of corporate loans (including discounted
bills) and personal loans.

(Expressed in thousands of
Renminbi, unless otherwise As at 31 December 2019 As at 31 December 2018

stated) Amount of total Amount of total
(%) (%)

Corporate loans
- Corporate loans 374,201,172 818 347,547,631 923
- Discounted bills 25,488,939 56 3,597,503 1.0

Personal loans

- Residential mortgage 36,041,189 79 20,822,817 55
— Personal consumption

loans 17,297,007 38 3,075,729 08
- Credit cards 3,568,235 038 799,698 02
- Personal business loans 587,963 0.1 732,873 0.2
- Others 17,870 00 21,109 00

Total loans and advances to
customers 457,202,375 100.0 376,597,360 100.0

Corporate loans constituted the largest component of the Bank's loan portfolio. As at 31
December 2019, the corporate loans (including discounted bills) of the Bank amounted to
RMB399.69 billion, representing an increase of RMB48.545 billion or 13.8% as compared to
the end of last year and accounting for 87.4% of the total loans and advances to customers,
mainly due to the fact that the Bank conformed to the direction of national strategy and
economic structure adjustment, focus on strategic customers and quality customers in key
areas and industries, establish diversified product solutions, build a layered classification,
professional and dedicated customer service system, and actively support the development
of the real economy.
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Personal loans offered by the Bank mainly include residential mortgage, personal
consumption loans, credit cards and personal business loans. As at 31 December 2019,
personal loans of the Bank amounted to RMB57.512 billion with an increase of RMB32.060
billion or 126% as compared with the end of last year, and accounted for 12.6% of total loans
and advances to customers, representing an increase of 5.9 percentage points, mainly due
to the Bank fully launched the transformation of retail banking, achieving rapid growth in
housing loans and personal consumption loans through the construction of a specialized
retail credit management system, and establishment of an online + offline channel platform.

1) Loans by collateral

The structure of collaterals of the Bank’s loans and advances to customers was stable
and the Bank's capability of mitigating risks was relatively solid. As at 31 December
2019, the balance of loans mortgaged or secured by guarantees and was RMB436.275
billion, representing an increase of RMB73.920 billion or 20.4% as compared with
that at the end of the previous year, and accounted for 95.4% of the total loans and
advances to customers; and the balance of unsecured loans was RMB20.928 billion,
representing an increase of RMB6.685 billion or 46.9% as compared with that at the
end of the previous year, and accounted for 4.6% of the total loans and advances to
customers. If a loan is secured by more than one form of collateral, the entire amount
of such a loan is allocated to the category representing the primary form of collateral.
The following table sets forth the distribution of loans and advances to customers by
collateral type as at the dates indicated:

(Expressed in thousands
of Renminbi, unless As at 31 December 2019 As at 31 December 2018

otherwise stated) Amount of total Amount of total
(%) (%)

Loans secured by

mortgages 182,487,244 398 129,346,181 343
Loans secured by

pledges 73,889,168 16.2 62,532,085 16.6
Guaranteed loans 179,898,160 394 170,476,030 453
Unsecured loans 20,927,803 46 14,243,064 38

Total loans and
advances to
customers 457,202,375 100.0 376,597,360 100.0
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2) Changes in provision for impairment on loans and advances to customers

As at 31 December 2019, the balance of provision for impairment on loans and
advances to customers was RMB12.879 billion, representing an increase of RMB2.521
billion or 24.3% as compared with that at the end of the previous year, mainly due to
mainly due to the fact that the Bank adhering to the principle of prudent and prudent
risk management, and increased the level of impairment provision.

The following table sets forth the changes in the provision for impairment on loans
and advances to customers for the periods indicated:

As at 31 December 2019 As at 31 December 2018
Expected credit Lifetime Lifetime Expected credit Lifetime Lifetime
lossover  expected credit  expected credit lossover ~ expected credit  expected credit
(Expressed in thousands of Renminbi, thenext 12 loss- not credit- loss- credit- thenext 12 loss- not credit- loss- credit-
unless otherwise stated) months  impaired loans  impaired loans Total months  impairedloans  impaired loans Total
Balance as at the beginning of the year 3640867 1,200,134 5517585 10,358,586 3347500 1382476 2,929,100 7659076
Transferred to:
- to expected credit loss over the next
12 months 7289 (449) (6,840) - 8328 (8328) - -
- 1o lifetime expected credit losses
- not credit-impaired loans (27.849) 27986 (141) - (7833) 7833 - -
- tolifetime expected credit losses
- credit-impaired loans (7028) (158,886) 29114 = (140717) (398536) 539253 -
Net charge for the year 1930750 361,025 8,090,170 10,381,945 433589 216689 4470653 5120931
Transfer out - - (8203540) (8203540) - - (2,076,660) (2,076,660)
Unwinding of discount = = = = - - (137928) (137928)
Wiite-offs - - (15,046) (15,046) - - (206976) (206976)
Recoveries - - 357,25 357,025 - - 143 143

Balance as at the end of the year

Shengjing Bank Co., Ltd.

5480833 1429810 5968527 12879170 3640867 1,200,134 5517585 10,358,586
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Financial Investments

As of 31 December 2019, the financial investments (including financial assets at fair value
through other comprehensive income, financial assets at amortised cost, other financial assets
at fair value through profit or loss) of the Bank amounted to RMB417.492 billion, representing
a decrease of RMB57.274 billion or 12.1% as compared with those of the end of the previous
year, and accounted for 40.9% of the total assets, representing an decrease of 7.2 percentage
points as compared with that at the end of the previous year. The following table set forth the
main components of the Bank's financial investments (exclusive of interest receivable) as of
the dates indicated:

(Expressed in thousands of
Renminbi, unless otherwise As at 31 December 2019 As at 31 December 2018

stated) Amount of total Amount of total
(%) (%)

Financial assets at fair value

through profit or loss 156,691,876 37.8 151,690,685 323
- Bonds issued by other banks

and financial institutions 39,179,506 94 35,581,570 7.6
- Corporate entity bonds 1,030,961 02 1,030,961 02
- Bonds issued by policy banks 383,136 0.1 1,434,344 03

- Investment management
products managed by

securities companies 116,098,273 28.1 103,158,400 220
- Financial products issued by
financial institutions - - 10,485,410 2.2

Financial assets at fair
value through other

comprehensive income 32,964,176 80 58,741,147 124
- Government bonds 9,889,376 24 17,882,657 38
- Bonds issued by policy banks 15,548,565 38 26,904,821 57
- Bonds issued by other banks

and financial institutions 1415436 03 1,018,740 0.2
- Corporate entity bonds 685,278 0.2 4,532,188 10

- Investment management

products managed by

securities companies 1,107,105 0.3 6,330,566 13
- Equity investments 4318416 1.0 2,072,175 04
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(Expressed in thousands of
Renminbi, unless otherwise

As at 31 December 2019

As at 31 December 2018

stated) Amount of total Amount of total
(%) (%)

Financial assets at amortised

cost 224,222,731 542 259,896,591 553
- Government bonds 58,487,011 14.1 51,379,771 109
- Bonds issued by policy banks 72,871,086 17.6 64,533,451 13.7
- Bonds issued by other banks

and financial institutions - - 5,888,675 13
- Corporate entity bonds 3,342,022 0.8 30,809,362 6.6
- Investment management

products managed by

securities companies 14,771,585 36 21,722,671 46
- Investment management

products under the trust

scheme 76,775,572 18.6 87,960,574 18.7
Less: provisions for financial

assets at amortised cost (2,024,545) (05) (2,397,913) (0.5)
Total 413,878,783 100.0 470,328,423 100.0




1) Changes in the provision for financial assets at fair value through other comprehensive

income

Asat 31 December 2019

Asat 31 December 2018

Expected credit Lifetime Lifetime Expected credit Lifetime Lifetime
lossover  expected credit  expected credit lossover  expected credit  expected credit
(Expressed in thousands of Renminbi, thenext 12 loss- not credit- loss- credit- thenext 12 loss- not credit- loss- credit-
unless otherwise stated) months impaired impaired Total months impaired impaired Total
Balance at the beginning of the year 5453 - - 5453 8801 - - 8801
Net release for the year ALY - - 317 (3348) - - (3348)
Balance as at the end of the year 2336 - - 2336 5453 - - 5453
2) Changes in the provision for financial assets at amortised cost
As at 31 December 2019 As at 31 December 2018
Expected credit Lifetime Lifetime Expected credit Lifetime Lifetime
lossover  expected credit  expected credit lossover ~ expected credit  expected credit
(Expressed in thousands of Renminb, thenext 12 loss- not credit- [oss- credit- thenext 12 loss- not credit- [oss- credit-
unless otherwise stated) months impaired impaired Total months impaired impaired Total
Balance at the beginning of the year 1322900 785637 289376 2397913 1243608 52321 57835 1353764
Transferred to:
- to expected creditosses over the next 12
months - - - - 37169 (37,169) - -
- tolifetime expected credit losses - credit-
impaired investments (59,881) 6717) 66,598 - - (5,494) 5494 -
Net (release)/charge for the year (434881) (613,466) 674979 (373,368) 013 775979 226047 1,044,149
Balance as at the end of the year 828138 165454 1030953 2024545 1322900 785,637 289376 2397913
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5.2.2.2 Liabilities

MANAGEMENT DISCUSSION AND ANALYSIS

As of 31 December 2019, total liabilities of the Bank amounted to RMB942.359 billion, representing
an increase of RMB13.955 billion or 1.5% as compared with that at the end of the previous year.
The Bank’s liabilities mainly consisted of (i) deposits from customers; (i) deposits from banks and
other financial institutions; and (iii) debt securities issued, accounting for 69.5%, 10.3% and 8.6%,
respectively, with respect to the total liabilities.

The following table sets forth the components of the Bank's total liabilities as at the dates indicated:

(Expressed in thousands of Renminbi,

As at 31 December 2019

As at 31 December 2018

unless otherwise stated) Amount of total Amount of total
(%) (%)
Borrowings from Central Bank 6,793,977 0.7 41,718,868 45
Deposits from customers 655,070,994 69.5 524,940,548 56.5
Deposits from banks and other financial
institutions 96,837,332 103 80,993,681 8.7
Placements from banks and other
financial institutions 6,589,301 0.7 42,821,263 46
Financial liabilities at fair value through
profit or loss 26,520,878 2.8 14,601,560 1.6
Derivative financial liabilities 694,473 0.1 758,626 0.1
Financial assets sold under repurchase
agreements 60,117,133 6.4 32,309,138 35
Debt securities issued 80,993,054 8.6 186,567,225 20.1
Other liabilities 8,741,669 09 3,692,547 04
Total 942,358,811 100.0 928,403,456 100.0
Note:
M Including amounts in settlement accounts, staff remuneration payable, deferred income, tax payable,

amounts in dormant accounts and other liabilities.

Shengjing Bank Co., Ltd.
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Deposits from Customers

As of 31 December 2019, the Bank’s total deposits from customers (exclusive of interest
payable) amounted to RMB641.428 billion, with an increase of RMB127.261 billion or 24.8%
as compared with the number recorded at the end of the previous year, of which corporate
deposits increased by RMB71.076 billion as compared with that at the end of the previous
year, and individual deposits increased by RMB53.087 billion s compared with that at the
end of the previous year. The total deposits from customers accounted for 69.5% of the total
liabilities, representing an increase of 13 percentage points as compared with that at the
end of the previous year. The following table sets forth the Bank's deposits from customers
(exclusive of interest payable) and product types as of the dates indicated:

(Expressed in thousands of

Renminbi, unless otherwise As at 31 December 2019 As at 31 December 2018

stated) Amount of total Amount of total
(%) (%)

Corporate deposits

Demand deposits 190,952,618 29.8 157,657,454 30.7

Time deposits 197,106,655 30.7 159,325,536 310

Sub-total 388,059,273 60.5 316,982,990 61.7

Personal deposits

Demand deposits 37,732,968 59 16,571,753 32
Time deposits 174,367,690 27.2 142,442,046 277
Subrtora 2210068 B0 309
Other deposits I Ly 8170208 74
Total 641,428,191 100.0 514,166,997 100.0

Note: (1) Mainly including pledged deposits.
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MANAGEMENT DISCUSSION AND ANALYSIS

2.

Shengjing Bank Co., Ltd.

Debt Securities Issued

The following table sets forth the components of the Bank's debt securities issued (exclusive
of interest payable) as at the dates indicated:

As at 31 December As at 31 December
(Expressed in thousands of Renminbi, 2019 2018
unless otherwise stated) Amount Amount
Tier-two capital bond with fixed rate maturing in
May 2024 - 2,200,000
Tier-two capital bond with fixed rate maturing in
December 2025 10,000,000 10,000,000
Tier-two capital bond with fixed rate maturing in
December 2027 6,000,000 6,000,000
Financial fixed rate bonds maturing in August 2019 - 5,000,000
Financial fixed rate bonds maturing in August 2021 2,000,000 2,000,000
Financial fixed rate bonds maturing in August 2021 12,000,000 12,000,000
Financial fixed rate bonds maturing in October 2021 8,000,000 8,000,000
Financial fixed rate bonds maturing in November
2021 6,900,000 6,900,000
Interbank certificates of deposits issued 35,728,767 133,950,363
Total 80,628,767 186,050,363

The Bank issued tier-two capital bonds of commercial banks in the aggregate of RMB2.2
billion in the national inter-bank bond market on 28 May 2014. The term of maturity of such
bonds is 10 years. The interest rate is calculated based on fixed interest rate per annum. The
coupon rate is interest-bearing fixed rate of 6.18%. Interest on such bonds shall be paid once
per year. The issuer has an redemption option for such bonds, and the Bank exercised the
issuer redemption option on 30 May 2019 to redeem all current bonds in a lump sum per face
value.

The Bank issued tier-two capital bonds of commercial banks in the aggregate of RMB10 billion
in the national inter-bank bond market on 4 December 2015. The term of maturity of such
bonds is 10 years. The interest rate is calculated based on fixed interest rate per annum. The
coupon rate is interest-bearing fixed rate of 4.57%. Interest on such bonds shall be paid once
per year. Upon approval by the CBIRC, the Bank could choose to redeem the current bond in
a lump sum at a whole or at a portion per the face value on the last day of the fifth interest
calculating year for such bonds.
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The Bank issued Tier-two Capital bonds of commercial banks in the aggregate of RMB6 billion
on the national inter-bank bond market on 18 December 2017. The term of maturity of such
bonds is 10 years. The interest is calculated per annum based on fixed interest rate. The
coupon rate is interest-bearing fixed rate of 4.90%. Interest on such bonds shall be paid once
per year. Upon approval by the CBIRC, the Bank could choose to redeem all or part of the
current bonds in a lump sum at the face value on the last day of the fifth interest calculating
year for such bonds.

The Bank issued 2016 financial fixed rate bonds in the aggregate of RMB5 billion on 26 August
2016 with a term of maturity of 3 years and an annual coupon rate of 3.0%, such bonds has
expired on 29 August 2019.

The Bank issued 2016 financial fixed rate bonds in the aggregate of RMB2 billion on 26 August
2016 with a term of maturity of 5 years and an annual coupon rate of 3.10%.

The Bank issued the first tranche of 2018 fixed-rate financial bonds in the aggregate of RMB12
billion on 15 August 2018 with a term of maturity of 3 years and an annual coupon rate of
4.35%.

The Bank issued the second tranche of 2018 fixed-rate financial bonds in the aggregate of
RMB8 billion on 25 October 2018 with a term of maturity of 3 years and an annual coupon
rate of 4.10%.

The Bank issued the third tranche of 2018 fixed-rate financial bonds in the aggregate of
RMB6.9 billion on 26 November 2018 with a term of maturity of 3 years and an annual coupon
rate of 3.98%.

As at 31 December 2019, the balance of certificates of interbank deposit issued by the Bank
was RMB35.729 billion.
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MANAGEMENT DISCUSSION AND ANALYSIS

5.2.2.3. Equity

As of 31 December 2019, the equity balance of the Bank amounted to RMB79.122 billion,
representing an increase of RMB22.093 billion or 38.7% as compared with that at the end of the
previous year, which was mainly due to the successful completion of capital increase and share
expansion of the Bank, which further strengthened its capital strength. The following table sets forth
the components of the equity of the Bank as of the dates indicated:

(Expressed in thousands of Renminbi, As at 31 December 2019 As at 31 December 2018
unless otherwise stated) Amount of total Amount of total
(%) (%)
Share capital 8,796,680 1.1 5,796,680 102
Capital reserve 26,931,360 340 11,855,505 20.8
Surplus reserve 7,166,927 9.1 6,110,162 10.7
General reserve 13,398,535 16.9 12,571,882 220
Investment revaluation reserve 399,979 0.5 1,122,587 20
Provision reserve 8,215 0.0 5311 0.0
Reserve on remeasurement of defined
benefit liability (19,986) 0.0 (13,877) 0.0
Retained earnings 21,873,822 27.7 19,009,618 333
Non-controlling interests 566,453 0.7 571,616 10
Total equity 79,121,985 100.0 57,029,484 100.0

5.2.3 Loan quality analysis

During the reporting period, the Bank continued to strengthen the prevention and control of credit risk,
on one hand, strengthened settlement and collection and dissolving stocks, differentiated policy making,
took multiple measures and increased efforts in settlement and collection and dispose of problem assets;
on the other hand, the bank strengthened management and strictly controlled the increase of loans. The
Bank centralized collection and approval of the right to approve corporate loans, fully implemented the risk
director assignment mechanism, consolidated bottom line for risk prevention and control, and generally
maintained sound asset quality.

Shengjing Bank Co., Ltd.
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5.2.3.1 Breakdown of loans by the five-category classification system

The following table sets forth the distribution of the Bank’s loans and advances to customers by
the five-category loan classification system as of the dates indicated. The non-performing loans of
the Bank are classified into loans and advances to customers that are substandard, doubtful and
loss. As of 31 December 2019, the non-performing loans of the Bank amounted to RMB8.005 billion,
impairment provision on loans and advances to customers amounted to RMB12.879 billion, and the
non-performing ratio was 1.75%, representing an increase of 0.04 percentage point as compared
with that at the end of the previous year. The following table sets forth the distribution of the Bank's
loans and advances to customers by the five-category loan classification system as of the dates

indicated:
(Expressed in thousands of Renminbi, As at 31 December 2019 As at 31 December 2018
unless otherwise stated) Amount of total Amount of total
(%) (%)
Normal 438,471,766 959 352,718,824 93.7
Special mention 10,725,971 23 17437018 46
Substandard 7,604,069 1.7 6,181,817 1.6
Doubtful 339,883 0.1 219,069 0.1
Loss 60,686 0.0 40,632 0.0
Total loans and advances to
customers 457,202,375 100.0 376,597,360 1000
Non-performing loan 8,004,638 1.75 6,441,518 1.71
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5,2.3.2 Concentration of loans

Concentration in terms of Industry and Distribution of Non-performing Loans

During the reporting period, the Bank combined the characteristics of regional economic
development and its own endowment of resources, proactively matched local economic
development strategies, rationally allocated credit resources, increased support for key
industries, and continuously optimized the loan industry structure.

The following table sets forth the breakdown of loans and non-performing loans by industry as
of the dates indicated:

As at 31 December 2019 As at 31 December 2018
Non- Non- Non- Non-
(Expressed in thousands of Renminbi, performing loan  performing loan performing loan  performing loan
unless otherwise stated) Loan amount of total amount ratio Loanamount of total amount fatio
(%) (%) (%) (%)
Wholesale and retall 174938570 383 4383799 251 173690903 460 2950915 1.70
Renting and business activities 68,381,038 150 19441 003 43515629 116 10490 002
Real estate 35,280,158 77 675,309 191 28954810 77 8292 029
Construction 27611545 6.0 124,284 045 19,190,327 51 411499 214
Manufacturing 26512208 58 1637419 6.18 40591373 108 2,181,386 537
Culture, sports and entertainment 6175911 14 10,000 016 1893934 05 48000 153
Transportation, storage and postal services 4114725 09 68560 167 3,895,292 10 63,560 163
Production and supply of electric power, heat, gas
and water 3948293 08 9478 027 5245370 14 11,891 023
Accommodation and catering 3422891 07 48710 14 6,053,565 16 8,740 0.14
Mining 2488580 05 19597 079 286499 08 19597 068
Household and other services 2142419 05 - - 1,352,600 04 - -
Agricutture, forestry, animal husbandry and fishery 1161819 03 15450 133 2,568,981 07 14,950 058
QOthers 18423015 40 490839 266 17729851 47 486978 215
Discounted bills 25488939 56 - - 3,597,503 10 - -
Personal loans and advances 57512264 125 501,752 087 25,452,226 6.7 150,590 059
Total 457202375 1000 8004638 175 376597360 1000 6441518 171

Shengjing Bank Co., Ltd.

Note:  Non-performing loan ratio of an industry is calculated by dividing the balance of non-performing
loans of the industry by the balance of loans granted to the industry.
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As of 31 December 2019, loans provided to customers of (i) wholesale and retail, (i) renting
and business activities sectors (iii) real estate and (iv) construction represented the largest
components of the Bank's corporate loans. As at 31 December 2019 and 31 December 2018,
the balance of loans provided to the corporate customers in the four industries mentioned
above were RMB306.211 billion and RMB265.352 billion, respectively, accounting for 67.0%
and 70.4%, respectively, with respect to the Bank’s total loans and advances to customers.
The non-performing loans of the Bank were mainly extended to wholesale, and retail and
manufacturing industries, which was primarily affected by downward pressure on the
economy and industry restructuring.

Concentration in terms of Borrowers
Loans to the ten largest single borrowers

The following table sets forth the borrowing amounts of the ten largest single borrowers as at
31 December 2019. As of the same date, all such loans were classified as normal loans:

(Expressed in thousands of

Renminbi, unless otherwise As at 31 December 2019

stated) Industry involved Amount of total
Customer (%)
Customer A Renting and business activities 9,500,000 208
Customer B Renting and business activities 7,601,000 166
Customer C Real estate 6,139,979 134
Customer D Real estate 5,860,000 1.28
Customer E Renting and business activities 5,543,730 1.21
Customer F Manufacturing 5,541,900 1.21
Customer G Real estate 5,130,000 1.12
Customer H Wholesale and retail 5,000,000 1.09
Customer | Wholesale and retail 5,000,000 1.09
Customer J Culture, sports and 5,000,000 1.09

entertainment
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3.

Distribution of Non-performing Loans by Product Type

The following table sets forth the loans and non-performing loans by product type as of the

dates indicated.

(Expressed in thousands of
Renminbi, unless otherwise

As at 31 December 2019

As at 31 December 2018

Non-performing  Non-performing

Non-performing  Non-performing

stated) Loan amount loan amount loanratio  Loanamount loan amount |oan ratio

(%) (%
Corporate loans 399690111 7,502,886 188 351,145,134 6,290928 179
Short-termloans 161443571 5,326,026 330 155,539,564 5441449 350
Medium andlong term loans 212757601 2176860 102 192,008,067 849479 044
Discounted bills 25488939 - - 3597503 - -
Retailloans 57512264 501,752 087 2545226 150590 059
Residential mortgage 36,041,189 211,835 059 20822817 83204 040
Personal business loans 587,963 122410 2082 732873 6969 09
Personal consumption loans 17,297,007 92677 054 3075729 29990 098
Credit card overdrawn 3568235 74830 210 799,698 29,137 364
QOther 17810 - - 21,109 1,200 568
Total 457,202,375 8,004,638 175 376,597,360 6441518 171

As at 31 December 2019 and 31 December 2018, the non-performing loan ratio of the Bank,
defined as non-performing loans divided by the Bank's total loans and advances to customers,
was 1.75% and 1.71%, respectively.

As at 31 December 2019 and 31 December 2018, the non-performing loan ratio of the Bank's
corporate loans (including discounted bills) was 1.88% and 1.79%, respectively.

As at 31 December 2019 and 31 December 2018, the non-performing loan ratio of the Bank’s
retail loans was 0.87% and 0.59%, respectively.

5.2.4 Analysis on Capital Adequacy Ratio

The Bank calculated and disclosed capital adequacy ratios in accordance with the relevant provisions of the
Regulation Governing Capital of Commercial Banks (Provisional) (1 % 8R17 & AE A (F17)) (effective
since 1 January 2013) promulgated by the CBIRC. As at 31 December 2019, the Bank's capital adequacy ratios
at all tiers met the regulatory requirements. The Bank’s core Tier-one Capital adequacy ratio and Tier-one
Capital adequacy ratio were both 11.48%, increased by 2.96 percentage points from the end of the previous
year; the capital adequacy ratio was 14.54%, increased by 2.68 percentage points from the end of the
previous year, which was mainly due to the active replenishment of capital by the Bank during the reporting
period, and resulted in significant improved of level of capital adequacy and risk mitigation capabilities.

Shengjing Bank Co., Ltd.
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The following table sets forth the relevant information of the Bank's capital adequacy ratio as of the dates
indicated:

As at 31 December As at 31 December
(Expressed in thousands of Renminbi, unless otherwise stated) 2019 2018
Core capital
— Share capital 8,796,680 5,796,680
- Qualifying portion of capital reserve 26,931,360 11,855,505
- Surplus reserve 7,166,927 6,110,162
- General reserve 13,398,535 12,571,882
- Investment revaluation reserve 399,979 1,122,587
- Provision reserve 8,215 531
— Retained earnings 21,873,822 19,009,618
- Quialifying portions of non-controlling interests 83,341 33,468
- Others (19,986) (13,877)
Core Tier-one Capital 78,638,873 56,491,336
Core Tier-one capital deductions (192,308) (118,219)
Net Core Tier-one Capital 78,446,565 56,373,117
Net Tier-one Capital 78,446,565 56,373,117
Tier-two Capital
- Quialifying portions of tier-two capital instruments issued 16,000,000 18,200,000
= Surplus provision for loan impairment 4,874,532 3,917,068
Net tier-two Capital 20,874,532 22,117,068
Total net Capital 99,321,097 78,490,185
Total risk weighted assets 683,238,647 661,889,166
Core tier-one Capital adequacy ratio 11.48% 8.52%
Tier-one Capital adequacy ratio 11.48% 8.52%
Capital adequacy ratio 14.54% 11.86%
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5.2.5 Segment information

5.2.5.1 Summary of regional branches
The Bank is mainly operating within China. Its head office and 18 branches are located in five
provinces and municipalities directly under the Central Government. It also established seven
subsidiaries in Liaoning Province, Shanghai and Zhejiang Province