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Based on its status as a Global Systemically Important 
Bank, the Bank actively responded to the “new 
normal” of economic development and continued 
to meet external regulatory requirements. Adhering 
to the principles of taking an issues-focused 
approach and implementing top-level design, the 
Bank pushed forward the establishment of its risk 
management system in line with its business model. 
The Bank refined its consolidated risk management 

mechanism and improved procedures for product risk 
management. In addition, it advanced the building 
of the “three lines of defence” in risk management, 
specifying the outline and responsibilities of each line. 
The Bank implemented advanced capital management 
approaches in an in-depth manner, actively promoted 
the improvement of its risk measurement model, built 
its risk management information system at a faster 
pace and integrated its risk database, thus improving 
its risk reporting capability.

The risk management framework of the Bank is set forth below:

Chief Audit Officer

Audit Committee

Anti-money Laundering
Committee

Asset Disposal Committee

Risk Policy Committee

US Risk and 
Management Committee

Risk Management and
Internal Control Committee

Senior Management
(Executive Committee)

Risk Management

Task Forces

Business
Departments

Domestic and
Overseas Branches Subsidiaries

Vertical Board of Directors

Capital Management

Senior 
M

anagem
ent

R
elated M

anagem
ent

D
epartm

ents of the G
roup

M
anagem

ent
M

odes

Board of Directors

Financial M
anagem

ent
D

epartm
ent

Financial M
anagem

ent
D

epartm
ent

Executive O
ffice

Internal Control and
Legal Com

pliance
D

epartm
ent

Credit M
anagem

ent
D

epartm
ent

Credit A
pproval

D
epartm

ent

Risk M
anagem

ent
D

epartm
ent

A
udit L

ine
A

udit
D

epartm
ent

B
oard of

D
irectors

Credit Risk Management

Closely tracking changes in macroeconomic and 
financial conditions, the Bank controlled and mitigated 
risks, promoted development and consolidated the 
foundations of its credit risk management function. 
In addition, the Bank strengthened credit asset 
quality management, further improved its credit risk 
management policies, pushed forward adjustments to 
its credit structure and took a proactive and forward-
looking stance on risk management.

Taking a customer-centric approach, the Bank further 
strengthened its unified credit granting management. 
It improved its asset quality monitoring system and 
intensified post-lending management. It further 
enhanced potential risk identification, control and 
mitigation mechanisms by reinforcing customer 

concentration control and establishing large borrower 
risk mitigation accountability. The Bank maintained 
relative stability of asset quality by enhancing the 
supervision of risk analysis and asset quality control in 
key regions, and strengthening window guidance on 
all business lines.

The Bank continuously adjusted and optimised its 
credit structure. With the aim of advancing strategic 
implementation and balancing risk, capital and return, 
the Bank stepped up the application of the New Basel 

Capital Accord and improved the management plans 
of its credit portfolios. In line with the government’s 
macro-control measures and the direction of industrial 
policy, the Bank enacted guidelines for industrial 
lending and continued to push forward the building of 
an industrial policy system so as to optimise its credit 
structure.
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In terms of corporate banking, the Bank further 
strengthened risk identification and control, 
proactively reduced and exited credit relationships in 
key fields, strictly controlled the gross outstanding 
amount and portfolio of loans through limit 
management and prevented and mitigated risk from 
overcapacity industries. It intensified the management 
of loans to local government financing vehicles (LGFVs) 
and strictly controlled the outstanding balances. In 
addition, the Bank implemented the government’s 
macro-control policies and regulatory measures in 
the real estate sector so as to strengthen the risk 
management of real estate loans.

In terms of personal banking, the Bank enforced 
regulatory requirements on residential mortgages and 
continued to strictly implement differentiated policies. 
It improved management policies for personal housing 
loans, personal consumption loans, personal carport 
loans, overseas personal loans and credit card loans. 
It also strengthened risk control of key products and 
regions.

The Bank strengthened country risk management 
and incorporated it into its comprehensive risk 
management system. It performed an annual review 
of country risk ratings and implemented limit 
management of country risk exposures. It constantly 
optimised the Country Risk Exposure Statistical System 
to assess, monitor, analyse and report its exposures 
on a regular basis, thereby managing the use of 
limits in a precise manner. The Bank also established 
a country risk monitoring and reporting system 
covering yearly reporting, quarterly monitoring and 
the timely reporting of material risk events, which 
made it possible to regularly publish country risk 
analysis reports, provide updates on the country risk 
monitoring tables, make timely assessments of the 
impact of material country risk events and publish 
risk prompts. In addition, the Bank differentiated the 
management of potentially high-risk and sensitive 
countries and regions.

The Bank further stepped up the collection of NPAs. 
It continued to carry forward centralised collection 
through the unified allocation of internal and external 
collection resources. The Bank centrally managed 
NPA projects and took measures such as continually 
enhancing hierarchical management, reinforcing 
control of key regions and key customers and 
promoting advanced experience and typical cases 
regarding NPA mitigation to improve the quality and 
efficiency of disposals. The Bank tapped the potential 
value of NPAs through multiple measures and 
leveraged its internationalised and diversified business 

advantages to successfully explore innovative means 
such as NPA securitisation. It adopted policies based 
on the actual conditions of individual enterprises, 
strengthened restructuring efforts and strived to help 
enterprises get out of difficulty. The Bank actively 
participated in the study and adjustment of regulatory 
policies and strengthened support to the real 
economy. It conducted NPA disposal and continued 
to implement accountability measures for losses in 
compliance with relevant laws and regulations.

The Bank scientifically measured and managed the 
quality of credit assets based on the Guidelines for 
Loan Credit Risk Classification issued by the CBRC, 
which requires Chinese commercial banks to classify 
loans into the following five categories: pass, special-
mention, substandard, doubtful and loss, among 
which loans classified as substandard, doubtful and 
loss are recognised as NPLs. In order to further refine 
its credit asset risk management, the Bank used a 13-
tier risk classification criteria scheme for corporate 
loans to domestic companies, covering on-balance 
sheet and off-balance sheet credit assets. In addition, 
the Bank strengthened risk classification management 
of key industries, regions and material risk events, 
and dynamically adjusted classification results. 
It strengthened the management of loan terms, 
managed overdue loans by the name list system and 
made timely adjustments to risk classification results, 
so as to truly reflect asset quality. The Guideline for 
Loan Credit Risk Classification is also applicable to the 
overseas operations of the Bank. However, the Bank 
classified credit assets in line with local applicable rules 
and requirements if they were stricter.

As at the end of 2016, the Group’s NPLs totalled 
RMB146.003 billion, an increase of RMB15.106 billion 
compared with the prior year-end. The NPL ratio 
was 1.46%, up by 0.03 percentage point compared 
with the prior year-end. The Group’s allowance 
for impairment losses on loans and advances was 
RMB237.716 billion, an increase of RMB37.051 billion 
compared with the prior year-end. The coverage ratio 
of allowance for loan impairment losses to NPLs was 
162.82%, up by 9.52 percentage points from the prior 
year-end. The NPLs of domestic institutions totalled 
RMB141.458 billion, an increase of RMB13.823 
billion compared with the prior year-end. Domestic 
institutions’ NPL ratio was 1.81%, up by 0.04 
percentage point compared with the prior year-end. 
The Group’s outstanding special-mention loans stood 
at RMB310.630 billion, an increase of RMB81.465 
billion compared with the prior year-end, accounting 
for 3.11% of total loans and advances, up by 0.60 
percentage point from the prior year-end.
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Five-category Loan Classification

Unit: RMB million, except percentages
As at 31 December 2016 As at 31 December 2015

Items Amount % of total Amount % of total
Group
 Pass 9,516,729 95.43% 8,775,798 96.06%
 Special-mention 310,630 3.11% 229,165 2.51%
 Substandard 61,247 0.61% 58,741 0.64%
 Doubtful 36,817 0.37% 41,516 0.45%
 Loss 47,939 0.48% 30,640 0.34%
 Total 9,973,362 100.00% 9,135,860 100.00%
 NPLs 146,003 1.46% 130,897 1.43%
Domestic
 Pass 7,387,949 94.49% 6,854,159 95.21%
 Special-mention 289,101 3.70% 217,300 3.02%
 Substandard 58,763 0.75% 57,049 0.79%
 Doubtful 35,758 0.46% 40,612 0.56%
 Loss 46,937 0.60% 29,974 0.42%
 Total 7,818,508 100.00% 7,199,094 100.00%
 NPLs 141,458 1.81% 127,635 1.77%

Migration Ratio
Unit: %

Items 2016 2015 2014
Pass 3.05 2.22 1.92
Special-mention 19.39 22.07 9.89
Substandard 36.67 48.25 42.38
Doubtful 44.31 46.25 46.94

In accordance with International Accounting Standard No. 39, loans and advances to customers are considered 
impaired, and allowances are made accordingly, if there is objective evidence of impairment resulting in a 
measurable decrease in estimated future cash flows from loans and advances. As at the end of 2016, the Group’s 
identified impaired loans totalled RMB145.311 billion, an increase of RMB15.074 billion compared with the prior 
year-end. The identified impaired loans to total loans ratio was 1.46%, an increase of 0.03 percentage point 
compared with the prior year-end. For domestic institutions, identified impaired loans totalled RMB141.458 
billion, an increase of RMB13.823 billion compared with the prior year-end. The identified impaired loans to total 
loans ratio of domestic institutions was 1.81%, up by 0.04 percentage point compared with the prior year-end. 
The Bank’s operations in Hong Kong, Macau, Taiwan and other countries reported identified impaired loans of 
RMB3.853 billion and the identified impaired loans to total loans ratio of 0.18%, representing an increase of 
RMB1.251 billion and 0.05 percentage point compared with the prior year-end respectively.

Movement of Identified Impaired Loans
Unit: RMB million

Items 2016 2015 2014
Group
 Balance at the beginning of the year 130,237 99,789 73,119
 Increase during the year 72,721 71,325 60,197
 Decrease during the year (57,647) (40,877) (33,527)
 Balance at the end of the year 145,311 130,237 99,789
Domestic
 Balance at the beginning of the year 127,635 97,057 70,433
 Increase during the year 70,700 69,422 58,577
 Decrease during the year (56,877) (38,844) (31,953)
 Balance at the end of the year 141,458 127,635 97,057
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Loans and Identified Impaired Loans by Currency
Unit: RMB million

As at 31 December 2016 As at 31 December 2015 As at 31 December 2014
Items Total loans Impaired loans Total loans Impaired loans Total loans Impaired loans
Group
 RMB 7,607,730 130,301 7,011,867 112,983 6,339,052 86,914
 Foreign currency 2,365,632 15,010 2,123,993 17,254 2,144,223 12,875
 Total 9,973,362 145,311 9,135,860 130,237 8,483,275 99,789
Domestic
 RMB 7,480,833 130,277 6,799,585 112,763 6,104,014 86,205
 Foreign currency 337,675 11,181 399,509 14,872 501,759 10,852
 Total 7,818,508 141,458 7,199,094 127,635 6,605,773 97,057

The Bank makes adequate and timely allowance for loan impairment losses in accordance with the principles 
of prudence and authenticity. Allowance for impairment losses on loans consist of individually assessed and 
collectively assessed allowance. Please refer to Notes II.4 and VI.3 to the Consolidated Financial Statements for the 
accounting policy in relation to allowance for impairment losses.

In 2016, the Group’s impairment losses on loans and advances stood at RMB86.795 billion, an increase of 
RMB30.923 billion compared with the prior year. The credit cost was 0.91%, an increase of 0.28 percentage 
point compared with the prior year. In particular, domestic institutions registered impairment losses on loans and 
advances of RMB85.282 billion, an increase of RMB31.955 billion compared with the prior year. The credit cost of 
domestic institutions was 1.14%, an increase of 0.37 percentage point compared with the prior year.

The Bank continued to focus on controlling borrower concentration risk and was in full compliance with regulatory 
requirements on borrower concentration.

Unit: %

Indicators
Regulatory 

Standard
As at 31 

December 2016
As at 31 

December 2015
As at 31 

December 2014
Loan concentration ratio of the largest
 single borrower ≤10 2.3 2.3 2.4
Loan concentration ratio of the ten
 largest borrowers ≤50 14.2 14.0 14.7

Notes:

1 Loan concentration ratio of the largest single borrower = total outstanding loans to the largest single borrower ÷ net regulatory 
capital.

2 Loan concentration ratio of the ten largest borrowers = total outstanding loans to the top ten borrowers ÷ net regulatory capital.

Please refer to Notes V.18 and VI.3 to the Consolidated Financial Statements for detailed information regarding 
loan classification, the classification of identified impaired loans and allowance for loan impairment losses.

The following table shows the top ten individual borrowers as at the end of 2016.

Unit: RMB million, except percentages

Industry
Connected 

Parties or not
Outstanding 

loans
% of 

total loans
Customer A Manufacturing No 36,765 0.37%
Customer B Transportation, storage and postal services No 32,776 0.33%
Customer C Transportation, storage and postal services No 31,297 0.31%
Customer D Commerce and services No 19,751 0.20%
Customer E Water, environment and public utility management No 18,984 0.19%
Customer F Commerce and services No 18,965 0.19%
Customer G Transportation, storage and postal services No 18,751 0.19%
Customer H Transportation, storage and postal services No 17,501 0.18%

Customer I
Production and supply of electricity, heating, gas, 
 and water No 17,091 0.17%

Customer J Mining No 16,736 0.17%
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Market Risk Management

In response to changes in the market environment and 

in line with its business development and management 

requirements, the Bank adopted improvement 

measures to comprehensively enhance the 

effectiveness of its market risk management system 

and continuously made its market risk management 

more flexible and forward-looking.

Based on its judgement of financial market trends, 

the Bank actively adjusted its business strategies 

to prevent and control market risk. It upgraded its 

internal model measurement system for market risk 

and strengthened its data mining and processing 

ability, thus improving the overall accuracy and time-

effectiveness of risk measurement. In addition, the 

Bank established a system to evaluate the capacity of 

its branches in managing market risk and counterparty 

credit risk, so as to enhance risk management and 

control capacity. The Bank closely tracked new 

regulatory requirements on market risk capital 

measurement, carried out quantitative estimation and 

planned an implementation route. It also improved 

requirements for managing the credit risk of central 

counterparties, and reviewed and optimised the risk 

weight of treasury business products. Please refer to 

Note VI.4 to the Consolidated Financial Statements for 

detailed information regarding market risk.

In order to focus on improving credit risk and 

contagion risk management, the Bank continually 

carried out group-wide risk identification for its bond 

investments. Moreover, the Bank enhanced its risk 

alert system and introduced innovative risk monitoring 

techniques by activating a system for tracking bond 

issuers’ negative information, all with the aim of 

enhancing the efficiency and accuracy of risk alerts 

and continually optimising the graded warning and 

hierarchical management of the Group’s integrated 

credit bond risk warning mechanism.

The Bank assessed the interest rate risk in its banking 

book mainly through analysis of interest rate re-

pricing gaps, made timely adjustments to the structure 

of its assets and liabilities based on changes in the 

market situation, and controlled the fluctuation of net 

interest income at an acceptable level. Assuming that 

the yield curves of all currencies were to shift up or 

down 25 basis points in parallel, the Group’s banking 

book sensitivity analysis of net interest income on all 

currencies is as follows5:

5 This analysis is based on the approach prescribed by the CBRC, which includes all off-balance sheet positions. This is presented for 

illustrative purposes only, and is based on the Group’s gap position as at the end of 2016 without taking into account any change 

in customer behaviour, basis risks or any prepayment options on debt securities. The table has only shown the potential impact 

on the Group’s net interest rates moving up or down 25 basis points. The analysis is based on the Group’s audited financial 

information.

Unit: RMB million

As at 31 December 2016 As at 31 December 2015
Items RMB USD HKD Other RMB USD HKD Other

Up 25 bps (2,316) (560) 97 (222) (2,046) (191) (90) (239)

Down 25 bps 2,316 560 (97) 222 2,046 191 90 239

In terms of the management of exchange rate risk, the Bank sought to achieve currency matching between fund 

source and application and managed exchange rate risk through timely settlement, thus effectively controlling its 

foreign exchange exposure.
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Liquidity Risk Management

The Bank continued to develop and improve its 

liquidity risk management system with the aim of 

effectively identifying, measuring, monitoring and 

controlling liquidity risk at the institution and group 

level, including that of branches, subsidiaries and 

business lines, thus ensuring that liquidity demand is 

met in a timely manner and at a reasonable cost.

Seeking at all times to balance safety, liquidity and 

profitability, and following regulatory requirements, the 

Bank improved its liquidity risk management system and 

continually upgraded its liquidity management function 

in a forward-looking and scientific manner. The Bank 

enhanced liquidity risk management at the institution 

and group level, including that of branches, subsidiaries 

and business lines. The Bank formulated sound 

liquidity risk management policies and contingency 

plans, periodically re-examined the liquidity risk limit, 

upgraded the early warning system for liquidity risk and 

strengthened the management of high-quality liquid 

assets, such as bond investments, in order to strike a 

balance between risk and return. In addition, the Bank 

regularly improved its liquidity stress-testing scheme and 

performed stress tests on a quarterly basis. The stress 

tests showed that the Bank had adequate payment 

ability to cope with distressed scenarios.

As at the end of 2016, the Bank’s liquidity risk indicators 

met regulatory requirements, as shown in the table 

below (liquidity ratios apply to the Group’s operations 

and excess reserve ratios and interbank ratios apply 

to the Bank’s domestic operations. Major regulatory 

ratios here are calculated in accordance with relevant 

provisions of domestic regulatory authorities):

Unit: %

Major regulatory ratios
Regulatory
 standard

As at 31 
December 2016

As at 31 
December 2015

As at 31 
December 2014

Liquidity ratio RMB ≥25 45.6 48.6 49.9
Foreign currency ≥25 52.7 62.0 59.9

Excess reserve ratio RMB – 1.3 1.5 2.3
Foreign currency – 10.9 19.0 14.6

Inter-bank ratio Interbank borrowings ratio ≤8 0.05 1.1 0.3
Interbank loans ratio ≤8 0.04 0.1 0.4

Liquidity gap analysis is one of the methods used by the Bank to assess liquidity risk. Liquidity gap results are 

periodically calculated, monitored and used for sensitivity analysis and stress testing. As at the end of 2016, the 

Bank’s liquidity gap was as follows (please refer to Note VI.5 to the Consolidated Financial Statements):

Unit: RMB million

Items As at 31 December 2016 As at 31 December 2015
Overdue/undated 2,132,049 1,940,702

On demand (6,502,279) (5,673,516)

Up to 1 month (1,130,916) (1,163,853)

1–3 months (inclusive) (73,401) (236,711)

3–12 months (inclusive) 39,125 734,148

1–5 years (inclusive) 2,561,345 2,009,358

Over 5 years 4,461,169 3,747,477
Total 1,487,092 1,357,605

Note: Liquidity gap = assets that mature in a certain period – liabilities that mature in the same period.



2016 Annual Report 68

Management Discussion and Analysis — Risk Management

Reputational Risk Management

The Bank implemented the policy on reputational risk 
management, continued to improve its reputational 
risk management system and mechanism, and 
strengthened the consolidated management of 
reputational risk so as to enhance the reputational risk 
management capability. It attached great importance 
to the investigation of potential reputational risk 
factors, strengthened daily public opinion monitoring 
and continually carried out monitoring, identification 
and pre-warning of reputational risks. It established 
a coordination mechanism between reputational risk 
management departments and liable departments, 
and dealt appropriately with reputational risk events, 
thus effectively maintaining the brand reputation 
of the Group. In addition, the Bank continued to 
implement training sessions on reputational risk 
management so as to enhance employees’ awareness 
of reputational risk management and cultivate the 
reputational risk management culture.

Internal Control and Operational Risk 
Management

Internal Control

The Board of Directors, senior management and 
their special committees earnestly performed their 
duties regarding internal control and supervision, 
emphasising early risk warning and prevention.

The Bank continued to improve the “three lines of 
defence” mechanism for internal control. The first line 
of defence consists of departments of the Head Office, 
tier-1 branches, direct branches, tier-2 branches and 
all banking outlets under tier-2 branches (with the 
exception of those departments that form part of 
the second or third lines of defence). They are the 
owners of, and are accountable for, local risks and 
controls. They undertake self-control risk management 
functions in the course of their business operations, 
including the formulation and implementation of 
policies, business examination, the reporting of control 
deficiencies and the organisation of rectification 
measures.

The internal control and risk management 
departments of the Bank’s institutions at all levels 
form the second line of defence. They are responsible 
for overall planning, implementing, examining and 
assessing risk management and internal control. 
They are also responsible for identifying, measuring, 
monitoring and controlling risks. The Group’s 
operational risk monitoring and analysis platform 
is used to realise the regular and automated smart 
monitoring of major risks, helping the Bank to take 
timely risk prevention and mitigation measures. To 
enhance business processes and systems, the Bank 
adjusted policies and regulations in a timely manner 
during the year.

The third line of defence rests in the audit and 
inspection departments of the Bank. The audit 
department is responsible for performing internal audit 
of the Bank’s internal control and risk management 
function in respect of its adequacy and effectiveness. 
The inspection department is responsible for staff 
non-compliance sanction, investigation of cases 
and management accountability. In 2016, the 
Bank accelerated the reform of its human resource 
management system for the audit line. It clarified that 
domestic audit sub-divisions are dispatched institutions 
of the Audit Department of the Head Office, with 
their personnel dispatched and directly managed 
by the Head Office, so as to further strengthen 
audit independence. Taking an issue-oriented 
approach that concentrates attention on matters 
of systemic, emerging trends, concerning tendency 
and importance, the audit department strengthened 
inspection and monitoring of the Bank’s high-risk 
institutions and businesses, the Group’s priority 
areas for risk control and fields of special concern to 
regulators, all with the aim of effectively performing 
the pre-warning and prevention function of internal 
audit. It actively promoted IT-based audit approaches, 
strengthened off-site technology applications and 
enhanced on-site examination efficiency. It refined 
mechanisms for rectification management by 
establishing specific institutions and procedures and 
clearly assigning responsibilities for rectification. 
It advanced rectification management at various 
levels including grassroots outlets, line management 
departments and the Head Office, so as to facilitate 
the effective rectification and systematic solution of 
issues and increase the efficiency of the Bank’s internal 
governance and management mechanism.
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In order to continually improve its anti-fraud 

management system, the Bank clarified which bodies 

were responsible for organisational leadership, policy-

making and enforcement, supervision and inspection 

and accountability. To secure a comprehensive 

performance of counter-fraud duties, it adhered to the 

basic principles of fraud case accountability, including 

“inquiry of four accountable subjects into one case”, 

“both institutional and business-line management 

accountability” and “management two levels higher 

than the branch-outlet accountable where serious 

fraud occurs”, and established the mechanism 

of “presenting one case to five units”. The Bank 

comprehensively enhanced day-to-day internal control 

management by giving full play to the guiding role of 

the risk management and internal control committee 

in tier-2 branches, and rolling out such practices as 

“branch outlet head contact” to enhance the risk 

prevention and control capacity of sub-branches and 

outlets. It also used management tools such as on-site 

examination, off-site monitoring and issue rectification 

to enhance its fraud case prevention and resolution 

capacity. In addition, the Bank carried out governance 

of internal control cases and used the review 

mechanism of “Two Strengthen and Two Curbing”, 

investigated risks, rectified problems and held relevant 

parties accountable.

The Bank continued to implement the Basic Standard 

for Enterprise Internal Control and its supporting 

guidelines, adhering to the primary goal of ensuring 

the effectiveness of its internal control over financial 

reporting and the accuracy of its financial information. 

It also constantly improved non-financial internal 

control. The Bank earnestly implemented the 

Guidelines for Internal Control of Commercial Banks by 

following the basic principles of “complete coverage, 

checks and balances, prudence and correspondence”, 

so as to promote internal control governance and an 

organisational structure characterised by a reasonable 

division of work, well-defined responsibilities and clear 

reporting relationships.

The Bank established and implemented a systematic 

financial accounting policy system in accordance 

with the relevant accounting laws and regulations. 

Accordingly, the Bank’s accounting basis was solidified 

and the level of standardisation and refinement of 

its financial accounting management was further 

improved. The Bank set criteria for accounting 

appraisal and continued to promote the qualification 

of accounting groundwork in-depth. The Bank 

continually strengthened the quality management 

of its accounting information, so as to ensure 

the effectiveness of internal control over financial 

reporting. The financial statements of the Bank were 

prepared in accordance with the applicable accounting 

standards and related accounting regulations, and the 

financial position, operational performance and cash 

flows of the Bank were fairly presented in all material 

respects.

The Bank paid close attention to fraud risk prevention 

and control, proactively identifying, assessing, 

controlling and mitigating risks. In 2016, the Bank 

succeeded in preventing 89 external cases involving 

RMB624 million.

Operational Risk Management

The Bank continually improved its operational risk 

management system. It promoted the application of 

operational risk management tools, using the three 

major tools of Risk and Control Assessment (RACA), 

Key Risk Indicators (KRI) and Loss Data Collection 

(LDC) to continually identify, assess and monitor 

operational risks. The Bank enhanced its system 

supporting capability by optimising its operational 

risk management information system. It continually 

strengthened its business continuity management 

system and improved operating mechanism. It carried 

out business impact analysis and risk assessment, 

and launched emergency drills in key businesses 

to enhance the capacity for continuous business 

operation.
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Compliance Management

The Bank continually improved its compliance risk 

governance mechanism to better meet compliance 

risk management requirements. It continued to track 

compliance risk information including regulatory 

requirements, inspections and evaluations, so as 

to ensure compliance with domestic and overseas 

regulatory requirements. It monitored and assessed 

compliance risk and adopted a reporting mechanism 

for compliance risk information and material 

risk events, hence enhancing its compliance risk 

management capacity.

The Bank enhanced group-wide anti-money 

laundering (AML) management by implementing the 

plan for AML. It enhanced its processes for customer 

identification and due diligence and strengthened its 

real time control capability. It improved the sanctions 

aspect of its compliance management by improving 

the policies for sanction management and the sanction 

list as well as its related system functions. The Bank 

improved the functions of its large-amount and 

suspicious AML transaction system and optimised the 

new screening models for suspicious transactions. It 

continued to roll out the AML system in its overseas 

institutions, tailoring the transformation and overall 

optimisation of each system based on the regulatory 

requirements of each business location. It also 

conducted various forms of training, and implemented 

AML training plans for all employees.

The Bank enhanced the management of its connected 

transactions and internal transactions. It strengthened 

the routine monitoring of its connected transactions 

and strictly controlled their risks. It carried out 

special self-inspections on connected transactions by 

conducting self-evaluation and seeking improvement 

with regard to regulation implementation, system 

management, data quality and other dimensions. 

In addition, it implemented internal transaction 

monitoring and reporting, and guided and 

standardised the operation mechanism of internal 

transaction verification.

Capital Management

The Bank continually reinforced its capital 

management to tap its internal potential. It optimised 

its capital allocation methods, improved its capital 

budget mechanism, and reinforced capital assessment 

in order to guide all units of the Bank to improve 

their awareness of capital constraints. It continually 

optimised its on-balance sheet and off-balance sheet 

asset structures, developed capital-lite businesses, 

reduced the proportion of high-capital-consumption 

assets, properly controlled increases in off-balance 

sheet risk assets and expanded asset securitisation. 

These methods were effective as the Bank’s risk 

weight decreased year-on-year, while its capital 

adequacy ratio continuously increased and hit a 

historic high. The Bank continued to replenish capital 

in a prudent manner. The shareholders’ meeting 

approved the issuance of qualified write-down tier-

2 capital instruments amounting to RMB60.0 billion 

or equivalent in foreign currencies. The Bank will 

continue to implement its capital replenishment plan 

so as to enhance its capital strength and improve 

capital structure. The Bank was awarded “Best Capital 

Management Bank” by The Chinese Banker.
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Capital Adequacy Ratios

As at the end of 2016, the capital adequacy ratios separately calculated in accordance with the Capital Rules for 

Commercial Banks (Provisional) and the Regulation Governing Capital Adequacy of Commercial Banks are listed 

below:

Capital Adequacy Ratios

Unit: RMB million, except percentages

Group Bank

Items
As at 31 

December 2016
As at 31 

December 2015
As at 31 

December 2016
As at 31 

December 2015
Calculated in accordance with the Capital Rules for Commercial Banks (Provisional)

Net common equity tier 1 capital  1,280,841 1,182,300 1,106,112 1,042,396

Net tier 1 capital  1,384,364 1,285,459 1,205,826 1,142,110

Net capital  1,609,537 1,498,396 1,414,052 1,335,327

Common equity tier 1 capital adequacy ratio 11.37% 11.10% 10.98% 11.06%

Tier 1 capital adequacy ratio 12.28% 12.07% 11.96% 12.12%

Capital adequacy ratio 14.28% 14.06% 14.03% 14.17%
Calculated in accordance with the Regulation Governing Capital Adequacy of Commercial Banks

Core capital adequacy ratio 11.77% 11.38% 11.65% 11.56%

Capital adequacy ratio 14.67% 14.45% 14.50% 14.53%

Please refer to Note VI.7 to the Consolidated Financial Statements for detailed information.

Leverage Ratio

As at the end of 2016, the leverage ratio calculated in accordance with the Administrative Measures for the 

Leverage Ratio of Commercial Banks (Revised) and the Capital Rules for Commercial Banks (Provisional) is listed 

below:

Unit: RMB million, except percentages

Items As at 31 December 2016 As at 31 December 2015

Net tier 1 capital 1,384,364 1,285,459

Adjusted on- and off-balance sheet assets 19,604,737 18,297,331

Leverage ratio 7.06% 7.03%

Please refer to Supplementary Information II.5 to the Consolidated Financial Statements for detailed information.




