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In 2022, the Bank fully implemented the decisions made by the CPC Central Committee and the State Council on stabilizing
the economy and forestalling and defusing major risks. Following the requirements of the CPC Central Committee’s inspection
and the follow-up rectification, the Bank adhered to prudent risk appetite and stable and effective measures in risk prevention
and control, dealt with various risks and challenges calmly, and achieved remarkable results in asset quality management.

The Bank consolidated the foundation for comprehensive risk management. Risk appetite indicators were refined to ensure
their guiding role in the Bank’s overall business operations. The Bank promoted consolidated risk management and built the
governance architecture to support its recovery and resolution planning process. To strengthen vertical and independent
management on the risk line, the Bank optimized the evaluation and assessment of comprehensive risk management, improved
the reporting mechanism and qualification review, and enhanced the capabilities of risk management personnel.

The Bank continued to improve the quality and efficiency of credit, market and operational risk management. It strengthened
collective and unified management of credit lines granted to customers. Exchange rate risk management strategies were
developed to enhance the contribution of exchange gains to profits. The Bank also improved interest rate risk monitoring and
analysis, built customer behavior model, and pushed forward with risk management of capital market operations, inter-bank
capital market operations and equity investment. With the help of operational risk management tools, the Bank managed the
entire process of operational risk identification, assessment, monitoring, control/mitigation, reporting, and measurement to
improve the quality and efficiency of operational risk management.

The Bank reinforced risk management for various risk categories such as money laundering risk, liquidity risk, country-specific
risk and industry-specific risk. The Bank evaluated money laundering risks in specific institutions and products, and fulfilled
anti-money laundering (AML) obligations with expanded IT application and stronger supervision and inspection. Adhering
to the principle of coordination between assets and liabilities, the Bank monitored liquidity gap and asset-liability match and
optimized its liquidity risk quota management to ensure reasonable and appropriate reserve for safe and sound liquidity. The
Bank formulated differentiated management policies for key countries, analyzed risks based on changes in the international
situation, strengthened risk monitoring and early warning, and delivered customized management on a country-by-country
basis. Stress tests for country-specific risk were conducted to tackle changes in the external environment beforehand. The
Bank optimized risk management policies for industries with excess production capacity, setting differentiated quotas and
stipulating areas that are prohibited and strongly supported. In order to have more acute risk identification and proactive risk
prevention and control, the Bank regularly conducted evaluations and ratings of industries and screened risks in key industries.

The Bank expanded the effective application of quantitative risk management. The Bank strengthened the application of
economic capital, risk cost measurement, and average risk cost to reduce capital at risk and increase risk premium. It also
measured pre-lending risk premium in a more accurate manner via the quantitative risk management system. Climate risk stress
tests were conducted to assess the potential impact of the carbon peaking and carbon neutrality goals on its credit assets.
The results showed that under the stress scenario, credit risk of the Bank’s customers in high emission industries increased
moderately, but its impact on the Bank’s capital adequacy ratio was generally under control.

The Bank made significant achievements in defusing risks. In the face of increasing challenges and complexities in risk
prevention and control, the Bank made unremitting efforts to mitigate existing risks, control incremental risks, prevent potential
risks and improve asset quality. The Bank has completed its annual asset quality management target with good results in
forestalling and defusing risks, seeing reductions in both NPLs and NPL ratio for the first time since 2012. The Bank stepped up
its efforts in disposing of and defusing risks of key projects. It continued to implement the three-tiered supervision mechanism,
formulated specific implementation plans for disposing of and defusing risks in key projects and monitored projects to ensure
effective implementation and practical results. The Bank reinforced supervision to push ahead with disposing of and defusing
risks of projects in key areas, keeping its asset quality stable in general and preventing it from deteriorating in a timely manner.
Risk management in key links and major areas were also strengthened. In accordance with the requirements of defusing
risks through tailor-made solutions for each customer and asset, the Bank established and updated risk project monitoring
record and coordinated the loan impairment provision and risk classification management, so as to achieve its annual target
in increasing revenue and cutting expenditure.
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In 2022, the Bank continued to integrate the regulations of its head office and branches, reinforced on-site inspections and
valued the application of internal control evaluation results. It fulfilled the responsibilities of connected transaction management
and promoted digital empowerment compliance, thus improving internal control and compliance management.

The Bank took multiple measures to strengthen internal control management. To build a standardized, streamlined, unified
and effective regulation system, the Bank set up a pilot regulation tree in the air transportation industry to remove bottlenecks
in coordinating external and internal regulations, business operations and the IT system. The Bank gave full play to the role
of its compliance management department in supervision and inspection by carrying out coordinated on-site inspections in
various business lines, conducting due diligence investigation, credit review and post-lending management, and making
special compliance inspections on the infrastructure fund, supporting loans of the fund and the re-lending facility to support
equipment upgrades and renovation. The Bank strengthened its internal control management by scaling up the application of
internal control evaluation results and building a long-term mechanism for internal control. Grid screening for code of conduct
of employees was introduced to consolidate the foundation of forestalling and controlling financial crime risks.

The Bank used multiple strategies to improve connected transaction management. The Bank overhauled its regulations on
connected transaction in line with the new regulatory requirements. Related parties were identified dynamically to reinforce
process management of connected transactions. Special rectification in equity transactions and connected transactions were

carried out, and the application of information and smart technologies was expanded in connected transaction management.
The Bank followed the principles of compliance and fairness in the transactions with related parties. In 2022, the Bank had a
total of RMB163 million of connected transactions that met the general connected transaction disclosure requirements of the
National Financial Regulatory Administration (the original China Banking and Insurance Regulatory Commission), which were
deposit-related connected transactions. No significant connected transactions occurred.




