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RISK MANAGEMENT

SEMNEERFERBRIFRTE

Improving the Building of a Comprehensive Risk
Management System
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In 2020, the Bank strengthened management on the risk line with the focus on institutional building and refined the system
of risk appetite indicators to make sure that risk appetite plays a leading and guiding role in the Bank’s overall business
operations. It continued to solidify the foundation for risk management and enhanced the application of risk measurement.
The Bank introduced and revised basic regulations covering credit risk, market risk, operational risk, country risk and IT
risk, thus reinforcing the firewall against major risks.

Following the principle of adopting customized policies and solutions for different clients and assets, the Bank took
proactive measures to forestall and defuse risks in major countries and key projects. A working mechanism was set up
for risk prevention and control on overseas projects and debt suspension related work was advanced as planned.

The Bank closely followed the latest developments of the COVID-19 pandemic, evaluated country risk on the basis of the
evolving situation and intensified risk monitoring and early warning. Taking into full consideration its business priorities,
the Bank improved the quality and efficiency of country-specific risk evaluation.

The Bank continued to improve the institutional framework for anti-money laundering (AML) risk management, and carried
out risk evaluation of the Bank’s business units and products. Increased efforts were made in developing a system that
could render stronger technological support for AML risk management.

The Bank monitored its cash flow gap and asset-liability matching in a dynamic way, and kept a balance between fund
raising and utilization. To ensure stable and safe liquidity, the Bank steadily improved the liquidity reserve system and
strengthened intraday liquidity risk management.

The Bank continued to monitor and report key operational risk events with reinforced risk indications and early warnings.
Multiple measures were taken to improve operational risk management by strengthening credit management of minor
violations of regulations and misconduct, and outsourcing risk management. It introduced a negative list of industries
with excess production capacity and restricted credit quotas to those industries, so as to guide credit disbursement and
optimize business structure.

The Bank conducted stress tests in different risk scenarios including liquidity risk, market risk, credit risk and operational
risk, and took the initiative to prepare for and cope with potential extreme incidents that may impact operation and
management. By establishing a statistical monitoring mechanism for large-scale risk exposures and strengthening the
application of the measurement results of economic capital, risk cost and concentration ratio, the Bank optimized its
rating model in a steady manner.
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Making Achievements in Forestalling and Defusing
Risks
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The year 2020 marked a decisive year for the Bank to accomplish its three-year
(2018-2020) plan on risk prevention and control. According to the Work Plan on
Defusing Risks Through Tailor-made Solutions for Each Client and Asset and on the
basis of scientific analysis and accurate study of project risks, the Bank incorporated
the bottom line into thinking and took multiple measures to dispose of and defuse
risk projects. As a result, the momentum of the rising non-performing assets at the
beginning of the year was effectively curbed at the year end, and the Bank’s asset
quality was kept stable in general.

The Bank stepped up efforts to mitigate risks in key projects, strengthened the
management of risk monitoring record and took various measures to implement
the disposal plan of non-performing loans. It made full and prudent provision, and
strengthened the overall management of loan impairment provision according to the
actual situation of its operation and management. In so doing, the Bank enhanced its
capacity for risk prevention and made progress in defusing risks.
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REREHI AL S EMAEEKTFHFEIRA
Building the Capacity for Effective Internal Control and
Compliance

2020, HHORITRANTFRABIZHEITY, #H—TRENETER, FHEANER
EHRIEEKT, ORI RS. EH. BYNGEEAR, EHERMENERMES
WHERIR, #SHRSTERGER, KF2TAHNE, TE2TELEK
HHEE, FERTHARER “BLE” TR FERWALERIE, BERMH
o FTREBRANMKEKRZZTIER “BILE” TF, RMREHRXRZIZRERIR. &
UREFRAMBREENEMRRRRERFIE, FLLERRTIF TR “G/
XWRE" TEsh, BE “TREEM. FEuEM. TREMNR HNEIX K.

In 2020, the Bank carried out in-depth evaluation of internal control and further improved the
internal control system, thus enhancing its capacity for internal control and management.

The Bank developed a systematic, appropriate and effective institutional framework,
pushed forward institutional building of critical areas and tasks, and carried out training of
key regulations on a continuing basis. To re-examine the rectification of market disorder,
the Bank coordinated on-site inspections and improved the database of rectification
record. Efforts were redoubled to intensify and refine risk screening on specific cases so
that the Bank was better prepared to meet new challenges. The building of a connected
transaction system was also advanced through re-examinations on the special rectification
campaigns on equity transactions and connected transactions.

The Bank revised the accountability regulations on non-performing loans and the policies
on duty fulfillment and liability exemption, thus promoting accountability work with concrete
efforts. The Bank launched the Year of Compliance Culture to raise staff awareness and
make sure that they neither can, dare nor even think of getting out of line.
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