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Economic and Financial Environment

In 2016, the global economy was characterised by 
sluggish growth and persistent differences among 
various economies’ growth patterns. The US economy 
rallied after a disappointing start. The Eurozone 
economy experienced a mild recovery. Japan’s 
economy grew slowly. Growth in some emerging 
economies slowed due to the effecting factors of 
external demand and capital outflows. The growth 
rate of international trade was the lowest since 2010, 
and international direct investment fell substantially.

Global financial markets experienced heightened 
volatility. Emerging economies faced increasing 
pressures on capital outflows and exchange rate 
depreciation as a result of Brexit and the US Federal 
Reserve’s interest rate hike, etc. The US dollar 
appreciated strongly against the currencies of its 
major trade partners. Commodity prices experienced 
a moderate recovery, while the bond markets of some 
developed countries entered an era of “negative 
interest rates”.

China’s economy realised moderate but stable 
performance with sound momentum for growth. 
The country’s economic structure continued to be 
improved, with consumption and service sector 
making greater contributions towards economic 
growth and enterprises’ profits gradually improving. 
Supply-side structural reform was accelerated, the 
number of new jobs increased steadily and inflation 
remained at a low level. There were also challenges, 
such as a dearth of endogenous growth drivers and 
fast-rising property prices. In 2016, China’s gross 
domestic product (GDP) increased by 6.7%, with the 
consumer price index (CPI) rising by 2.0%. Total retail 
sales of consumer goods (TRSCG) increased by 10.4%. 
Total fixed asset investments (TFAI) grew by 8.1%. 
Energy consumption per unit of GDP decreased by 
5.0%.

The Chinese government continued to carry out 
proactive fiscal policy and prudent monetary policy. 
On-going financial reform efforts included the 
introduction of a macro prudential assessment (MPA) 
system, faster opening up of the inter-bank bond 
market, the launch of the Shenzhen-Hong Kong Stock 
Connect and the promotion of non-performing asset 
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securitisation and trials of debt-for-equity conversion. 
Monetary credit realised steady growth and financial 
markets functioned smoothly. The broad money supply 
(M2) grew by 11.3%, 2.0 percentage points lower 
than the growth rate of the prior year. The balance of 
RMB loans increased by RMB12.65 trillion, RMB0.93 
trillion more than that of the prior year. The balance 
of all-system financing aggregates was RMB155.99 
trillion, an increase of 12.8% compared with the 
prior year. The scale of bond issuance grew to a total 
issuance of RMB35.6 trillion, an increase of 55.5% 
compared with the prior year. The SSE composite 
index dropped by 12.3%, and the floating market 
value of the Shanghai and Shenzhen stock markets 
declined by 5.9% compared with the prior year.

China’s banking sector remained stable. Commercial 
banks implemented the five development concepts 
of innovation, coordination, green development, 
opening-up and sharing, achieving positive results 
in terms of serving the real economy, optimising 
business structure, facilitating reform and innovation, 
and strengthening risk control. The banking sector 
supported supply-side structural reform and constantly 
improved its ability to serve the real economy. It 
devoted greater efforts to developing inclusive 
finance, supported micro and small-sized enterprises’ 
development, and created effective solutions to reduce 
the financing difficulties and the cost of financing. It 
accelerated innovation in business models, continued 
to promote the “investment and loan linkage 
mechanism” pilot programme and supported the 
growth of the new economy and the cultivation of 
new growth drivers. It promoted the two-way opening 
up of the financial industry and extended the breadth 
and depth of overseas financial services. The banking 
sector reinforced its comprehensive risk management 
capacities, effectively eliminated the credit risk 
associated with sectors plagued by overcapacity and 
resolutely prevented systemic and regional financial 
risks. As at the end of 2016, the total assets of China’s 
banking industry grew by 15.8% from the prior 
year-end to RMB232.3 trillion, while total liabilities 
increased by 16% to RMB214.8 trillion. Commercial 
banks recorded profit after tax of RMB1.65 trillion, 
an increase of 3.54% compared with the prior year. 
The outstanding non-performing loans (NPLs) stood at 
RMB1.5123 trillion, with an NPL ratio of 1.74%.



2016 Annual Report23

Management Discussion and Analysis — Financial Review

Income Statement Analysis

In 2016, the Group achieved a profit for the year of RMB184.051 billion, an increase of 2.58% compared with the 

prior year. Return on average total assets (ROA) was 1.05%, a decrease of 0.07 percentage point compared with 

the prior year. Return on average equity (ROE) was 12.58%, a decrease of 1.95 percentage points compared with 

the prior year.

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

Unit: RMB million, except percentages

Items 2016 2015 Change Change (%)

Net interest income 306,048 328,650 (22,602) (6.88%)

Non-interest income 179,608 145,262 34,346 23.64% 

 Including: net fee and commission income 88,664 92,410 (3,746) (4.05%)

Operating income 485,656 473,912 11,744 2.48% 

Operating expenses (175,069) (185,401) 10,332 (5.57%)

Impairment losses on assets (89,072) (59,274) (29,798) 50.27% 

Operating profit 221,515 229,237 (7,722) (3.37%)

Profit before income tax 222,412 231,571 (9,159) (3.96%)

Income tax expense (38,361) (52,154) 13,793 (26.45%)

Profit for the year 184,051 179,417 4,634 2.58% 

A detailed review of the Group’s principal items in each quarter of 2016 is summarised in the following table:

Unit: RMB million

For the three-month period ended

Items
31 December 

2016
30 September 

2016
30 June 

2016
 31 March 

2016

Operating income 115,377 107,660 139,506 123,113 

Profit attributable to equity holders of the Bank 29,765 41,776 46,418 46,619 

Net cash flow from operating activities 234,765 (87,017) 184,996 (150,663)

Net Interest Income and Net Interest Margin

In 2016, the Group achieved a net interest income of 

RMB306.048 billion, a decrease of RMB22.602 billion 

or 6.88% compared with the prior year. The average 

balances1 and average interest rates of the major 

interest-earning assets and interest-bearing liabilities 

of the Group, as well as the impact of volume and 

interest rate changes on the interest income and 

expense2, are summarised in the following table:

1 Average balances are average daily balances derived from the Group’s management accounts (unaudited).
2 The impact on interest income/expense of variances in the volume factor is calculated based on the changes in average balances 

of interest-earning assets and interest-bearing liabilities during the reporting period. The impact on interest income/expense of 

variances in interest rate factor is calculated based on the changes in the average interest rates of interest-earning assets and 

interest-bearing liabilities during the reporting period. The impact relating to the combined changes in both the volume factor and 

the interest rate factor has been classified as changes in interest rate factor.
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Unit: RMB million, except percentages

2016 2015
Analysis of changes  

in interest income/expense

Items
Average 
balance

Interest 
income/
expense

Average 
interest rate

Average 
balance

Interest 
income/
expense

Average 
interest rate

Volume 
factor

Interest rate 
factor Total

Group
Interest-earning assets
 Loans 9,705,782 391,956 4.04% 8,916,436 435,062 4.88% 38,520 (81,626) (43,106)
 Investments 3,723,928 114,399 3.07% 3,145,750 108,651 3.45% 19,947 (14,199) 5,748
 Balances with central banks 2,231,364 29,831 1.34% 2,257,994 29,543 1.31% (349) 637 288
 Due from and placements 
  with banks and 
  other financial institutions 1,106,274 29,953 2.71% 1,204,278 41,800 3.47% (3,401) (8,446) (11,847)
 Total 16,767,348 566,139 3.38% 15,524,458 615,056 3.96% 54,717 (103,634) (48,917)
Interest-bearing liabilities
 Due to customers 12,501,297 199,915 1.60% 11,388,012 221,288 1.94% 21,598 (42,971) (21,373)
 Due to and placements 
  from banks and 
  other financial institutions 
  and due to central banks 2,606,838 47,993 1.84% 2,703,157 54,209 2.01% (1,936) (4,280) (6,216)
 Bonds issued 322,431 12,183 3.78% 271,374 10,909 4.02% 2,052 (778) 1,274
 Total 15,430,566 260,091 1.69% 14,362,543 286,406 1.99% 21,714 (48,029) (26,315)
Net interest income 306,048 328,650 33,003 (55,605) (22,602)
 Net interest margin 1.83% 2.12% (29) Bps

Notes:

1 Investments include available for sale debt securities, held to maturity debt securities, debt securities classified as loans and 

receivables, trading debt securities, debt securities designated at fair value through profit or loss, and investment trusts and asset 

management plans.

2 Balances with central banks include the mandatory reserves, the surplus reserves and other deposits.

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

banks and other financial institutions, due to central banks and other funds.
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The average balances and average interest rates of domestic loans and due to customers, classified by business 

type, are summarised in the following table:

Unit: RMB million, except percentages 

2016 2015 Change

Items
Average 
balance

Average 
interest rate

Average 
balance 

Average 
interest rate

Average 
balance 

Average 
interest rate

Domestic RMB businesses 
Loans
 Corporate loans 4,265,998 4.73% 4,022,655 6.00% 243,343 (127) Bps 
 Personal loans 2,701,868 4.42% 2,234,610 5.44% 467,258  (102) Bps 
 Trade bills 248,002 3.34% 202,356 4.75% 45,646  (141) Bps 
 Total 7,215,868 4.57% 6,459,621 5.77% 756,247  (120) Bps 
 Including:
 Medium and long term loans 4,810,011 4.78% 4,312,654 5.98% 497,357  (120) Bps 
 Short term loans within 1 year and others 2,405,857 4.14% 2,146,967 5.35% 258,890  (121) Bps 
Due to customers
 Corporate demand deposits 2,555,909 0.60% 2,144,678 0.69% 411,231  (9) Bps 
 Corporate time deposits 2,229,930 2.99% 2,215,337 3.45% 14,593  (46) Bps 
 Personal demand deposits 1,632,989 0.59% 1,381,000 0.52% 251,989  7  Bps 
 Personal time deposits 2,554,838 2.88% 2,435,218 3.37% 119,620  (49) Bps 
 Other 336,713 3.22% 316,189 4.09% 20,524  (87) Bps 
 Total 9,310,379 1.89% 8,492,422 2.28% 817,957  (39) Bps 
Domestic foreign currency businesses Unit: USD million, except percentages
Loans 54,490 2.22% 75,272 2.35% (20,782)  (13) Bps 
Due to customers
 Corporate demand deposits 36,762 0.13% 27,031 0.14% 9,731 (1) Bp
 Corporate time deposits 16,602 1.14% 19,854 1.80% (3,252)  (66) Bps 
 Personal demand deposits 24,916 0.07% 19,695 0.05% 5,221  2  Bps 
 Personal time deposits 18,711 0.58% 15,532 0.63% 3,179  (5) Bps 
 Other 2,120 2.41% 2,466 2.31% (346)  10  Bps 
 Total 99,111 0.42% 84,578 0.66% 14,533  (24) Bps 

Note: “Due to customers – Other” includes structured deposits.
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In 2016, the Group’s net interest margin was 1.83%, a decrease of 29 basis points compared with the prior year. 

Specifically, net interest margin of its domestic RMB and domestic foreign currency businesses were 2.06% and 

0.63% respectively. Major factors that affected the Group’s net interest margin include:

First, the PBOC cut RMB benchmark deposit and loan interest rates on five separate occasions and removed 

the floating deposit rate ceiling altogether for commercial banks in 2015. The repercussions of these changes 

continued into 2016.

Second, according to the requirements of the Notice concerning the Nationwide Adoption of Value-added Tax in 

lieu of Business Tax Pilot Tax Collection Policy (Caishui [2016] No. 36), all of the Bank’s institutions in the Chinese 

mainland started to change from business tax to value-added tax (BT-to-VAT) as of 1 May 2016. Accordingly, 

interest income under VAT was reported on a net basis.

Third, in response to changes in the external environment, the Bank effectively optimised existing assets and 

liabilities and efficiently allocated their increments, resulting in continuous improvement to its assets and liabilities 

structure. In 2016, the proportion of the average balance of loans to total interest-earning assets rose by 0.45 

percentage point, and the proportion of the average balance of investments to total interest-earning assets rose by 

1.95 percentage points. The proportion of the average balance of demand deposits to RMB deposits in the Group’s 

domestic RMB businesses rose by 3.47 percentage points.

Non-interest Income

In 2016, the Group reported a non-interest income of RMB179.608 billion, an increase of RMB34.346 billion or 
23.64% compared with the prior year. Non-interest income represented 36.98% of operating income.

Net fee and Commission Income

The Group earned a net fee and commission income of RMB88.664 billion, a decrease of RMB3.746 billion 
or 4.05% compared with the prior year. Net fee and commission income represented 18.26% of operating 
income. This was primarily because the Bank made great efforts to support the national strategy of mass 
entrepreneurship and innovation and proactively fulfilled its social responsibility to support the real economy, and 
reduced enterprises’ operating and trading costs. As a result, the Bank’s fee and commission income from credit 
commitment business and consultancy and advisory business decreased compared with the prior year. The Bank’s 
fee and commission income from settlement and clearing business also shrank due to a contraction in overseas 
trading volumes. On the other hand, the Bank seized opportunities to develop its asset management business, 
continually reinforced its product innovation and improved its investment management capability. As a result, the 
Bank realised a fee income of RMB9.169 billion from off-balance-sheet wealth management products business and 
a fee income of RMB4.673 billion from insurance agency business.
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Unit: RMB million, except percentages 

Items 2016 2015 Change Change (%)

Group
Agency commissions 24,178 24,481 (303) (1.24%)

Bank card fees 24,054 24,215 (161) (0.66%)

Settlement and clearing fees 11,113 11,888 (775) (6.52%)

Credit commitment fees 15,426 16,541 (1,115) (6.74%)

Consultancy and advisory fees 5,701 5,757 (56) (0.97%)

Spread income from foreign exchange business 7,149 7,388 (239) (3.23%)

Custodian and other fiduciary service fees 3,397 3,677 (280) (7.61%)

Other 7,301 6,958 343 4.93% 

Fee and commission income 98,319 100,905 (2,586) (2.56%)

Fee and commission expense (9,655) (8,495) (1,160) 13.66% 

Net fee and commission income 88,664 92,410 (3,746) (4.05%)

Domestic
Agency commissions 18,278 16,951 1,327 7.83% 

Bank card fees 20,366 20,771 (405) (1.95%)

Settlement and clearing fees 9,613 10,237 (624) (6.10%)

Credit commitment fees 7,685 9,891 (2,206) (22.30%)

Consultancy and advisory fees 5,561 5,677 (116) (2.04%)

Spread income from foreign exchange business 6,335 6,556 (221) (3.37%)

Custodian and other fiduciary service fees 3,282 3,322 (40) (1.20%)

Other 4,133 5,040 (907) (18.00%)

Fee and commission income 75,253 78,445 (3,192) (4.07%)

Fee and commission expense (4,550) (3,225) (1,325) 41.09% 

Net fee and commission income 70,703 75,220 (4,517) (6.01%)

Other Non-interest Income

The Group realised other non-interest income of RMB90.944 billion, an increase of RMB38.092 billion or 72.07% 

compared with the prior year. This was primarily because the Bank completed the sale and delivery of Nanyang 

Commercial Bank, Limited (NCB) and recognised the related gain from the investment disposal. Meanwhile, net 

gains on financial investments realised rapid growth compared with the prior year. Please refer to Notes V.3, 4, 5 

to the Consolidated Financial Statements for detailed information.
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Operating Expenses

The Bank continued to operate its business prudently. It further optimised its cost structure, tightened control over 

administrative expenses, allocated greater resources to key areas, business frontlines and overseas institutions and 

made greater efforts to support internet finance, RMB internationalisation and the construction of smart service 

outlets, thus continually improving its overall input-output efficiency. In 2016, the Group recorded operating 

expenses of RMB175.069 billion, a decrease of RMB10.332 billion or 5.57% compared with the prior year. The 

Group’s cost to income ratio (calculated in accordance with domestic regulations) was 28.08%, a decrease of 

0.22 percentage point compared with the prior year. Please refer to Notes V.6, 7 to the Consolidated Financial 

Statements for detailed information.

Unit: RMB million, except percentages 
Items 2016 2015 Change Change (%)

Staff costs 81,080 80,324 756 0.94% 

General operating and administrative expenses 41,565 40,671 894 2.20% 

Depreciation and amortisation 13,175 13,218 (43) (0.33%)

Taxes and surcharges 9,810 26,734 (16,924) (63.31%)

Insurance benefits and claims 16,804 14,123 2,681 18.98% 

Other 12,635 10,331 2,304 22.30% 

Total 175,069 185,401 (10,332) (5.57%)

Impairment Losses on Assets

The Bank continued to improve its comprehensive 

risk management system and adopted a proactive 

and forward-looking approach to risk management, 

thus ensuring a relatively stable credit asset quality. It 

stringently implemented a prudent risk provisioning 

policy and maintained an adequate capacity of risk 

mitigation. In 2016, the Group’s impairment losses 

on loans and advances totalled RMB86.795 billion, an 

increase of RMB30.923 billion or 55.35% compared 

with the prior year. In particular, collectively-assessed 

impairment losses stood at RMB56.287 billion, an 

increase of RMB30.479 billion compared with the 

prior year, while individually-assessed impairment 

losses stood at RMB30.508 billion, an increase of 

RMB0.444 billion compared with the prior year. 

Please refer to the section “Risk Management — 

Credit Risk Management” and Notes V.9, VI.3 to 

the Consolidated Financial Statements for more 

information on loan quality and allowance for loan 

impairment losses.

Income Tax Expense

In 2016, the Group incurred income tax of RMB38.361 

billion, a decrease of RMB13.793 billion or 26.45% 

compared with the prior year. This was primarily 

attributable to the increase in bond investment, 

for which the Bank enjoyed a preferential rate 

of corporate income tax. The Group’s effective 

tax rate was 17.25%. Please refer to Note V.10 

to the Consolidated Financial Statements for the 

reconciliation of the statutory income tax rate to the 

effective income tax rate.
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Financial Position Analysis

As at the end of 2016, the Group’s total assets amounted to RMB18,148.889 billion, an increase of RMB1,333.292 

billion or 7.93% compared with the prior year-end. The Group’s total liabilities amounted to RMB16,661.797 

billion, an increase of RMB1,203.805 billion or 7.79% compared with the prior year-end.

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

Unit: RMB million, except percentages 

As at 31 December 2016 As at 31 December 2015
Items Amount % of total Amount % of total 

Assets
Loans and advances to customers, net 9,735,646 53.64% 8,935,195 53.14%

Investments 3,972,884 21.89% 3,595,095 21.38%

Balances with central banks 2,271,640 12.52% 2,196,063 13.06%
Due from and placements with banks and
 other financial institutions 1,176,482 6.48% 1,007,855 5.99%

Other assets 992,237 5.47% 1,081,389 6.43%

Total assets 18,148,889 100.00% 16,815,597 100.00%

Liabilities
Due to customers 12,939,748 77.66% 11,729,171 75.88%
Due to and placements from banks and other 
 financial institutions and due to central banks 2,590,413 15.55% 2,627,973 17.00%

Other borrowed funds 389,470 2.34% 313,210 2.03%

Other liabilities 742,166 4.45% 787,638 5.09%

Total liabilities 16,661,797 100.00% 15,457,992 100.00%

Notes:

1 Investments include financial investments available for sale, debt securities held to maturity, financial investments classified as 

loans and receivables, and financial assets at fair value through profit or loss.

2 Other borrowed funds include bonds issued and other borrowings.

Loans and Advances to Customers

In line with China’s macroeconomic policies and the financial demands of the real economy, the Bank rationally 

allocated credit extension and expanded its lending scale at a stable and moderate pace. The Bank continually 

improved its credit structure, supported key national investment fields, promoted the coordinated development 

of regional economies and provided credit support to a series of national projects, such as the construction of the 

“Belt and Road” financial artery, cross-border capacity transfer and Chinese enterprises’ “Going Global” initiative. 
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The Bank strictly controlled credit facilities granted to industries characterised by high pollution, high energy 

consumption and overcapacity. As at the end of 2016, the Group’s loans and advances to customers amounted to 

RMB9,973.362 billion, an increase of RMB837.502 billion or 9.17% compared with the prior year-end. Specifically, 

the Group’s RMB loans and advances to customers totalled RMB7,607.730 billion, an increase of RMB595.863 

billion or 8.50% compared with the prior year-end, while its foreign currency loans amounted to USD341.017 

billion, an increase of USD13.927 billion or 4.26%.

The Bank further improved its risk management, paid close attention to changes in the macroeconomic situation, 

strengthened risk identification and management in key areas and made more efforts to dispose the non-

performing assets, maintaining a relatively stable asset quality. As at the end of 2016, the balance of the Group’s 

allowance for loan impairment losses amounted to RMB237.716 billion, an increase of RMB37.051 billion 

compared with the prior year-end. The balance of the Group’s restructured loans amounted to RMB9.699 billion, 

an increase of RMB4.394 billion compared with the prior year-end.

Investments

The Bank tracked market dynamics, increased its investment in both RMB and foreign currency bonds, continuously 

adjusted its investment structure, properly managed investment portfolio duration and struck a balance between 

risk and return.

As at the end of 2016, the Group held investments of RMB3,972.884 billion, an increase of RMB377.789 billion 

or 10.51% compared with the prior year-end. Specifically, the Group’s RMB investments totalled RMB3,000.935 

billion, an increase of RMB167.873 billion or 5.93% compared with the prior year-end, while foreign currency 

investments totalled USD140.111 billion, an increase of USD22.760 billion or 19.39% compared with the prior 

year-end.

The classification of the Group’s investment portfolio is shown below:

Unit: RMB million, except percentages 

As at 31 December 2016 As at 31 December 2015
Items Amount % of total Amount % of total 

Financial assets at fair value through profit or loss 124,090 3.12% 119,062 3.31%

Financial investments available for sale 1,609,830 40.52% 1,078,533 30.00%

Debt securities held to maturity 1,843,043 46.39% 1,790,790 49.81%
Financial investments classified as 
 loans and receivables 395,921 9.97% 606,710 16.88%

Total 3,972,884 100.00% 3,595,095 100.00%
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Investments by Issuer Type

Unit: RMB million, except percentages 

As at 31 December 2016 As at 31 December 2015
Items Amount % of total Amount % of total 

Debt securities
 Issuers in Chinese mainland
  Government 2,004,727 50.46% 1,411,475 39.26%

  Public sectors and quasi-governments 52,015 1.31% 62,293 1.73%

  Policy banks 389,774 9.81% 441,288 12.28%

  Financial institutions 292,861 7.37% 292,978 8.15%

  Corporates 190,222 4.79% 278,719 7.75%

  China Orient Asset Management Corporation 160,000 4.03% 160,000 4.45%

  Subtotal 3,089,599 77.77% 2,646,753 73.62%
 Issuers in Hong Kong, Macau, Taiwan 
  and other countries and regions
  Governments 342,698 8.62% 289,498 8.05%

  Public sectors and quasi-governments 90,101 2.27% 50,534 1.41%

  Financial institutions 217,554 5.47% 157,267 4.37%

  Corporates 120,620 3.04% 106,776 2.97%

  Subtotal 770,973 19.40% 604,075 16.80%

Equity instruments and others 112,312 2.83% 344,267 9.58%

Total 3,972,884 100.00% 3,595,095 100.00%

Investments by Currency

As at 31 December 2016

RMB

USD

Other 

HKD

Unit: RMB million, except percentages

619,420

3,000,935

15.59%

75.54%

199,0695.01%

153,4603.86%

Unit: RMB million, except percentages

As at 31 December 2015

477,259

2,833,062

13.28%

78.80%RMB

USD

145,8814.06%Other

138,893HKD 3.86%
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Top Ten Financial Bonds by Value Held by the Group

Unit: RMB million, except percentages 
Bond Name Par Value Annual Rate Maturity Date Impairment
Bond issued by financial institutions in 2016 20,000 3.50% 2017-06-14 –
Bond issued by policy banks in 2014 7,626 5.44% 2019-04-08 –
Bond issued by policy banks in 2010 6,070 Term deposit rate for 1 year + 0.52% 2017-01-26 –
Bond issued by financial institutions in 2015 5,500 4.95% 2018-01-19 –
Bond issued by financial institutions in 2016 5,000 3.30% 2017-08-10 –
Bond issued by financial institutions in 2016 5,000 3.40% 2017-05-26 –
Bond issued by policy banks in 2010 4,750 Term deposit rate for 1 year + 0.59% 2020-02-25 –
Bond issued by policy banks in 2015 4,420 4.10% 2020-03-24 –
Bond issued by financial institutions in 2015 4,400 4.00% 2025-12-21 –
Bond issued by policy banks in 2011 4,400 3.83% 2018-11-24 –

Note: Financial bonds refer to the debt securities issued by financial institutions in the bond market, including the bonds issued by policy 

banks, other banks and non-bank financial institutions, but excluding restructured bonds and PBOC bills.

Due to Customers

The Bank aligned itself with the trend towards 

interest rate liberalisation and the rapid development 

of internet finance, accelerated product and service 

innovation and thus constantly enhanced its financial 

services offering. As a result, its liability business grew 

steadily. It further improved salary payment agency, 

payment collection and other basic services, optimised 

the functions of personal certificates of deposit 

(CDs), steadily expanded its administrative institution 

customer base, solidified its relationships with basic 

settlement and cash management customers and 

seized such business opportunities as the acceleration 

of direct financing. As a result, it steadily grew its 

customer base.

As at the end of 2016, the Group’s due to customers 

amounted to RMB12,939.748 billion, an increase of 

RMB1,210.577 billion or 10.32% compared with the 

prior year-end. Specifically, the Group’s RMB due to 

customers totalled RMB9,744.207 billion, an increase 

of RMB629.540 billion or 6.91% compared with 

the prior year-end, while its foreign currency due to 

customers stood at USD460.652 billion, an increase of 

USD58.024 billion or 14.41%.
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The principal components of due to customers of the Group and its domestic institutions are set out below:

Unit: RMB million, except percentages 

As at 31 December 2016 As at 31 December 2015
Items Amount % of total Amount % of total
Group
Corporate deposits
  Demand deposits 3,620,945 27.98% 3,130,624 26.69%

  Time deposits 3,100,383 23.96% 3,037,783 25.90%

  Structured deposits 271,885 2.10% 274,799 2.34%

  Subtotal 6,993,213 54.04% 6,443,206 54.93%
Personal deposits
  Demand deposits 2,490,309 19.25% 2,092,841 17.84%

  Time deposits 2,992,051 23.12% 2,841,372 24.22%

  Structured deposits 78,426 0.61% 65,112 0.56%

  Subtotal 5,560,786 42.98% 4,999,325 42.62%

Certificates of deposit 327,908 2.53% 230,793 1.97%

Other deposits 57,841 0.45% 55,847 0.48%
Total 12,939,748 100.00% 11,729,171 100.00%
Domestic
Corporate deposits
  Demand deposits 3,046,617 29.48% 2,599,679 27.58%

  Time deposits 2,286,107 22.12% 2,282,082 24.20%

  Structured deposits 259,434 2.51% 251,251 2.67%

  Subtotal 5,592,158 54.11% 5,133,012 54.45%
Personal deposits
  Demand deposits 1,904,292 18.42% 1,616,747 17.15%

  Time deposits 2,711,679 26.24% 2,559,844 27.16%

  Structured deposits 75,374 0.73% 63,008 0.67%

  Subtotal 4,691,345 45.39% 4,239,599 44.98%

Other deposits 51,398 0.50% 53,409 0.57%
Total 10,334,901 100.00% 9,426,020 100.00%

Due to Customers by Currency

As at 31 December 2016

RMB

USD

HKD

Other  

Unit: RMB million, except percentages

1,538,40811.89%

657,058

9,744,207

1,000,0757.73%

5.08%

75.30%

As at 31 December 2015

1,201,16210.24%

532,002

9,114,667

881,3407.51%

4.54%

77.71%RMB

USD

HKD

Other

Unit: RMB million, except percentages
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Equity

As at the end of 2016, the Group’s total equity was 

RMB1,487.092 billion, an increase of RMB129.487 

billion or 9.54% compared with the prior year-

end. This was primarily attributable to the following 

reasons: (1) In 2016, the Group realised a profit for 

the year of RMB184.051 billion. (2) As per the 2015 

profit distribution plan approved at the 2015 Annual 

General Meeting, the Bank paid a cash dividend of 

RMB51.518 billion. (3) The Bank paid a dividend on its 

preference shares of RMB6.718 billion. (4) The listing 

of BOC Aviation on the Hong Kong Stock Exchange 

gave rise to an increase of RMB7.287 billion in the 

Group’s total equity. Please refer to the “Consolidated 

Statement of Changes in Equity” in the Consolidated 

Financial Statements for detailed information.

Off-balance Sheet Items

Off-balance sheet items include derivative financial 

instruments, contingent liabilities and commitments, 

etc.

The Group entered into various derivative financial 

instruments relating to foreign currency exchange 

rates, interest rates, equity, credit, precious metals 

and other commodities for trading, hedging, asset 

and liability management and on behalf of customers. 

Please refer to Note V.17 to the Consolidated Financial 

Statements for the contractual/notional amounts and 

fair values of derivative instruments.

Contingent liabilities and commitments include 

legal proceedings and arbitrations, assets pledged, 

collateral accepted, capital commitments, operating 

leases, Treasury bonds redemption commitments, 

credit commitments and underwriting obligations, 

etc. Please refer to Note V.42 to the Consolidated 

Financial Statements for more detailed information on 

contingent liabilities and commitments.

Cash Flow Analysis

As at the end of 2016, the balance of the Group’s 

cash and cash equivalents was RMB1,019.247 billion, 

a decrease of RMB32.831 billion compared with the 

prior year-end.

In 2016, net cash flow from operating activities 

was an inflow of RMB182.081 billion, a decrease of 

RMB490.013 billion compared with the prior year. This 

was mainly attributable to the increase of net increase 

in due to customers and the decrease of net changes 

in due to and placements from banks and other 

financial institutions compared with the prior year.

Net cash flow from investing activities was an outflow 

of RMB246.386 billion, a decrease of RMB510.893 

billion compared with the prior year. This was mainly 

attributable to the decrease in net cash outflow of 

financial investments.

Net cash flow from financing activities was an outflow 

of RMB1.713 billion, a decrease of RMB27.002 

billion compared with the prior year. This was mainly 

attributable to the increase of proceeds from issuance 

of bonds compared with the prior year.
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Segment Reporting by Geography

The Group conducts its business activities in Chinese mainland, Hong Kong, Macau, Taiwan and other countries. A 

geographical analysis of profit contribution and the related assets and liabilities is set forth in the following table:

Unit: RMB million

Chinese mainland
Hong Kong, Macau  

and Taiwan Other countries Elimination Group
Items 2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
Net interest income 263,642 282,151 29,342 31,738 13,064 14,761 – – 306,048 328,650
Non-interest income 104,432 101,468 72,299 41,769 6,151 3,150 (3,274) (1,125) 179,608 145,262
 Including: 
 net fee and commission income 70,703 75,220 14,486 14,729 4,285 3,302 (810) (841) 88,664 92,410
Operating Expenses (138,639) (150,393) (31,731) (31,370) (5,987) (4,763) 1,288 1,125 (175,069) (185,401)
Impairment losses on assets (86,427) (56,409) (1,803) (2,095) (842) (770) – – (89,072) (59,274)
Profit before income tax 143,008 176,817 69,004 42,376 12,386 12,378 (1,986) – 222,412 231,571
As at the year-end
Assets 14,341,792 13,053,114 3,256,526 3,010,958 1,812,521 1,819,844 (1,261,950) (1,068,319) 18,148,889 16,815,597
Liabilities 13,198,402 11,970,984 2,967,621 2,784,066 1,757,564 1,770,859 (1,261,790) (1,067,917) 16,661,797 15,457,992

As at the end of 2016, total assets3 of the Bank’s Chinese mainland segment amounted to RMB14,341.792 billion, 

an increase of RMB1,288.678 billion or 9.87% compared with the prior year-end, representing 73.88% of the 

Group’s total assets. In 2016, this segment recorded a profit before income tax of RMB143.008 billion, a decrease 

of RMB33.809 billion or 19.12% compared with the prior year, representing 63.73% of the Group’s profit before 

income tax for the year.

Total assets of the Hong Kong, Macau and Taiwan segment amounted to RMB3,256.526 billion, an increase of 
RMB245.568 billion or 8.16% compared with the prior year-end, representing 16.78% of the Group’s total assets. 
In 2016, this segment recorded a profit before income tax of RMB69.004 billion, an increase of RMB26.628 billion 
or 62.84% compared with the prior year, representing 30.75% of the Group’s profit before income tax for the 
year.

Total assets of the other countries segment amounted to RMB1,812.521 billion, a decrease of RMB7.323 billion or 
0.40% compared with the prior year-end, representing 9.34% of the Group’s total assets. In 2016, this segment 
recorded a profit before income tax of RMB12.386 billion, an increase of RMB8 million or 0.06% compared with 
the prior year, representing 5.52% of the Group’s profit before income tax for the year.

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

Critical Accounting Estimates and Judgements

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

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

elimination.
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Fair Value Measurement

Movement of Financial Instruments Measured at Fair Value

Unit: RMB million

Items
Opening 
balance

Closing 
balance

Change 
in the year

Impact on profit 
for the year

Financial assets at fair value through profit or loss

  Debt securities 99,864 106,172 6,308

(327)
  Loans 4,218 6,022 1,804

  Equity securities 9,338 7,547 (1,791)

  Fund investments and other 5,642 4,349 (1,293)

Investment securities available for sale

  Debt securities 1,029,842 1,535,963 506,121

(946)  Equity securities 30,209 33,936 3,727

  Fund investments and other 18,482 39,931 21,449

Derivative financial assets 82,236 130,549 48,313 
1,074

Derivative financial liabilities (69,160) (107,109) (37,949) 
Placements from banks and 
 other financial institutions at fair value (1,617) (1,968) (351) –

Due to customers at fair value (339,911) (350,311) (10,400) (73)

Short position in debt securities (7,012) (9,990) (2,978) 49

The Bank has put in place a sound internal control mechanism for fair value measurement. In accordance with 

the Guidelines on Market Risk Management in Commercial Banks, Regulatory Guidelines on Valuation of Financial 

Instruments in Commercial Banks, CAS and IFRS, with reference to the New Basel Capital Accord, and drawing on 

the best practices of leading international banks regarding valuations, the Bank formulated the Valuation Policy of 

Financial Instrument Fair Values of Bank of China Limited to standardise the fair value measurement of financial 

instruments and enable timely and accurate financial information disclosure. Please refer to Note VI.6 to the 

Consolidated Financial Statements for more detailed information related to the fair value measurement.

Other Financial Information

There are no differences in the equity and profit for the year of the Group prepared in accordance with IFRS to 

those prepared in accordance with CAS. Please refer to Supplementary Information I to the Consolidated Financial 

Statements for detailed information.




