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Dedicated to performing its duties as a Global 
Systemically Important Bank, the Bank actively 
adapted to the new stage of high-quality development 
of economy and continued to improve its risk 
management system in line with its business model. 
The Bank comprehensively followed local and overseas 
regulatory requirements, earnestly carried out risk 
inspection and pushed forward its compliance work 
of effective risk data aggregation and risk reporting, 
so as to ensure compliant operations. In addition, the 
Bank improved its comprehensive risk management 
mechanism, strengthened the consolidated risk 

management of the Group and refi ned the risk 
assessment process for new products. It promoted 
the implementation of advanced capital management 
approaches, actively refi ned and updated its risk 
measurement model and increase the management 
coverage ratio of the internal ratings-based approach. 
In addition, the Bank sped up the construction of its 
risk management information system, integrated its 
risk database, strengthened its risk data governance, 
improved its risk reporting capability and earnestly 
promoted the application of big data and other 
technologies in risk management.

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

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

Taking a customer-centric approach, the Bank further 
strengthened its unifi ed credit granting management, 
and enhanced full-scope credit risk management. 
It improved its asset quality monitoring system 
and further enhanced potential risk identifi cation, 

control and mitigation mechanisms by intensifying 
post-lending management, reinforcing customer 
concentration control. The Bank maintained relatively 
stable 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 fi elds, strictly controlled the gross outstanding 
amount and weighting of loans through limit 
management and prevented and mitigated risk from 
overcapacity industries. It intensifi ed the management 
of loans to local government fi nancing 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 implemented 
unifi ed credit granting management for personal 
customers and improved management policies for 
personal loans, personal online loans and credit card 
overdrafts, in order to reduce credit risk and prevent 
the risk of cross-infection. It enforced regulatory 
requirements on residential mortgages and continued 
to strictly implement differentiated policies. 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 unifi ed allocation of internal and external 
collection resources. The Bank centrally managed 
NPA projects and took measures such as continually 
enhancing the hierarchical management of key 
projects and reinforcing control of key regions and 
key customers, in order to improve the quality and 
effi ciency of disposals. The Bank tapped the potential 
value of NPAs through multiple measures, proactively 

explored the application of “Internet Plus” in NPA 
collection. It adopted policies based on the actual 
conditions of individual enterprises, strengthened 
restructuring efforts and strived to help enterprises 
get out of diffi culty, and promoted innovative means 
such as NPA securitisation of personal loans and credit 
card overdrafts. The Bank actively participated in 
the study and adjustment of regulatory policies and 
strengthened support to the real economy. 

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

As at the end of 2017, the Group’s NPLs totalled 
RMB158.469 billion, an increase of RMB12.466 billion 
compared with the prior year-end. The NPL ratio was 
1.45%, down by 0.01 percentage point compared 
with the prior year-end. The Group’s allowance 
for impairment losses on loans and advances was 
RMB252.254 billion, an increase of RMB14.538 billion 
compared with the prior year-end. The coverage 
ratio of allowance for loan impairment losses to 
NPLs was 159.18%, down by 3.64 percentage 
points from the prior year-end. The NPLs of domestic 
institutions totalled RMB154.208 billion, an increase of 
RMB12.750 billion compared with the prior year-end. 
Domestic institutions’ NPL ratio was 1.80%, down by 
0.01 percentage point compared with the prior year-
end. The Group’s outstanding special-mention loans 
stood at RMB317.025 billion, an increase of RMB6.395 
billion compared with the prior year-end, accounting 
for 2.91% of total loans and advances, down by 
0.20 percentage point from the prior year-end.
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Five-category Loan Classifi cation

Unit: RMB million, except percentages
As at 31 December 2017 As at 31 December 2016

Items Amount % of total Amount % of total
Group
 Pass 10,421,064 95.64% 9,516,729 95.43%
 Special-mention 317,025 2.91% 310,630 3.11%
 Substandard 59,265 0.54% 61,247 0.61%
 Doubtful 45,404 0.42% 36,817 0.37%
 Loss 53,800 0.49% 47,939 0.48%
 Total 10,896,558 100.00% 9,973,362 100.00%
 NPLs 158,469 1.45% 146,003 1.46%
Domestic
 Pass 8,140,120 94.83% 7,387,949 94.49%
 Special-mention 288,857 3.37% 289,101 3.70%
 Substandard 57,659 0.67% 58,763 0.75%
 Doubtful 43,370 0.51% 35,758 0.46%
 Loss 53,179 0.62% 46,937 0.60%
 Total 8,583,185 100.00% 7,818,508 100.00%
 NPLs 154,208 1.80% 141,458 1.81%

Migration Ratio
Unit: %

Items 2017 2016 2015
Pass 1.97 3.05 2.22
Special-mention 20.37 19.39 22.07
Substandard 57.97 36.67 48.25
Doubtful 31.98 44.31 46.25

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 fl ows from loans and advances. As at the end of 2017, the Group’s 
identifi ed impaired loans totalled RMB157.882 billion, an increase of RMB12.571 billion compared with the prior 
year-end. The identifi ed impaired loans to total loans ratio was 1.45%, a decrease of 0.01 percentage point 
compared with the prior year-end. For domestic institutions, identifi ed impaired loans totalled RMB154.208 
billion, an increase of RMB12.750 billion compared with the prior year-end. The identifi ed impaired loans to total 
loans ratio of domestic institutions was 1.80%, down by 0.01 percentage point compared with the prior year-
end. The Bank’s operations in Hong Kong, Macao, Taiwan and other countries and regions reported identifi ed 
impaired loans of RMB3.674 billion and the identifi ed impaired loans to total loans ratio of 0.16%, representing a 
decrease of RMB0.179 billion and 0.02 percentage point compared with the prior year-end respectively.

Movement of Identifi ed Impaired Loans
Unit: RMB million

Items 2017 2016 2015
Group
 Balance at the beginning of the year 145,311 130,237 99,789
 Increase during the year 71,573 72,721 71,325
 Decrease during the year (59,002) (57,647) (40,877)
 Balance at the end of the year 157,882 145,311 130,237
Domestic
 Balance at the beginning of the year 141,458 127,635 97,057
 Increase during the year 69,854 70,700 69,422
 Decrease during the year (57,104) (56,877) (38,844)
 Balance at the end of the year 154,208 141,458 127,635
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Loans and Identifi ed Impaired Loans by Currency
Unit: RMB million

As at 31 December 2017 As at 31 December 2016 As at 31 December 2015
Items Total loans Impaired loans Total loans Impaired loans Total loans Impaired loans
Group
 RMB 8,325,013 145,605 7,607,730 130,301 7,011,867 112,983
 Foreign currency 2,571,545 12,277 2,365,632 15,010 2,123,993 17,254
 Total 10,896,558 157,882 9,973,362 145,311 9,135,860 130,237
Domestic
 RMB 8,243,556 145,540 7,480,833 130,277 6,799,585 112,763
 Foreign currency 339,629 8,668 337,675 11,181 399,509 14,872
 Total 8,583,185 154,208 7,818,508 141,458 7,199,094 127,635

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

In 2017, the Group’s impairment losses on loans and advances stood at RMB84.025 billion, a decrease of 
RMB2.770 billion compared with the prior year. The credit cost was 0.81%, a decrease of 0.10 percentage 
point compared with the prior year. Specifi cally, domestic institutions registered impairment losses on loans and 
advances of RMB81.369 billion, a decrease of RMB3.913 billion compared with the prior year. The credit cost of 
domestic institutions was 0.99%, a decrease of 0.15 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 2017
As at 31 

December 2016
As at 31 

December 2015
Loan concentration ratio of the largest 
 single borrower 10 3.8 2.3 2.3
Loan concentration ratio of the ten 
 largest borrowers 50 17.4 14.2 14.0

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 classifi cation, the classifi cation of identifi ed impaired loans and allowance for loan impairment losses.

The following table shows the top ten individual borrowers as at the end of 2017.

Unit: RMB million, except percentages

Industry
Related

Parties or not
Outstanding 

loans
% of 

total loans
Customer A Manufacturing No 65,342 0.60%
Customer B Transportation, storage and postal services No 35,758 0.33%
Customer C Transportation, storage and postal services No 35,414 0.33%
Customer D Manufacturing No 35,311 0.32%
Customer E Mining No 28,760 0.26%
Customer F Commerce and services No 22,578 0.21%
Customer G Commerce and services No 20,185 0.19%
Customer H Transportation, storage and postal services No 19,791 0.18%
Customer I Commerce and services No 18,800 0.17%

Customer J
Production and supply of electricity, heating,
 gas and water No 17,817 0.16%
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Market Risk Management

In response to changes in the market environment, the 

Bank continued to refi ne its market risk management 

system in order to strictly control market risk.

The Bank actively adapted to the changes in business 

environment by improving its market risk appetite 

transmission mechanism and refi ning its model for 

the market risk limit management of the Group. To 

improve its risk warning and mitigation capabilities, 

the Bank conducted forward-looking research and 

judgement regarding market risks and cross-fi nancial 

risks. The Bank continuously advanced the building 

of a market risk data mart and management system 

and studied and applied advanced risk measurement 

approaches, so as to enhance the accuracy of risk 

measurement and improve its risk quantitative 

management ability. Moreover, the market risk 

process management was reinforced through the 

strengthening of full process risk control. Please refer 

to Note VI.4 to the Consolidated Financial Statements 

for detailed information regarding market risk.

The Bank strengthened risk control of new products, 

major risk areas and key links in the bond investment 

business by closely tracking fi nancial market 

fl uctuations and performing forward-looking risk 

analysis. It regularly carried out risk inspections and 

stress tests on the bond investment business of the 

Group and established a management framework for 

the disposal and write-off mechanism of defaulted 

bonds, in order to improve risk management and 

control processes for bond investment.

The Bank continually assessed interest rate risk in 

its banking book mainly through analysis of interest 

rate repricing gaps, made timely adjustments to 

the structure of its assets and liabilities based on 

changes in the market situation and controlled the 

fl uctuation 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 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.

Unit: RMB million

As at 31 December 2017 As at 31 December 2016
Items RMB USD HKD Other RMB USD HKD Other

Up 25 bps (3,503) (563) 360 (487) (2,316) (560) 97 (222)

Down 25 bps 3,503 563 (360) 487 2,316 560 (97) 222

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

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

controlling its foreign exchange exposure.

Liquidity Risk Management

The Bank continues 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.

Adhering to an appropriate balance of safety, 

liquidity and profi tability, and following regulatory 

requirements, the Bank improved its liquidity risk 

management in a forward-looking and scientifi c 

manner. The Bank enhanced liquidity risk management 

at the institution and group level, including that of 

branches, subsidiaries and business lines. It formulated 

sound liquidity risk management policies and 

contingency plans, periodically re-examined liquidity 
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risk limits, upgraded the early warning system for liquidity risk and strengthened the management of high-quality 

liquid assets, in order to strike an appropriate 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 2017, the Group’s liquidity risk indicator met regulatory requirements. The Group’s liquidity ratio is 

shown in the table below (in accordance with relevant provisions of domestic regulatory authorities):

Unit: %

Major regulatory ratio
Regulatory
 standard

As at 31 
December 2017

As at 31 
December 2016

As at 31 
December 2015

Liquidity ratio RMB 25 47.1 45.6 48.6
Foreign currency 25 56.9 52.7 62.0

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 2017, 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 2017 As at 31 December 2016
Overdue/undated 2,213,972 2,132,049

On demand (6,879,942) (6,502,279)

Up to 1 month (1,429,232) (1,130,916)

1–3 months (inclusive) (312,210) (73,401)

3–12 months (inclusive) 163,908 39,125

1–5 years (inclusive) 3,050,952 2,561,345

Over 5 years 4,769,231 4,461,169
Total 1,576,679 1,487,092

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

Reputational Risk Management

The Bank earnestly implemented regulatory requirements 
on reputational risk management, continued to 
enhance its reputational risk management system 
and mechanism and strengthened the consolidated 
management of reputational risk, so as to enhance the 
overall reputational risk management level of the Group. 
It attached great importance to the investigation 
and pre-warning of potential reputational risk 
factors, further improved its routine public opinion 
monitoring capability, conducted reputational risk 
identifi cation, assessment and reporting, 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 roll out 

training sessions on reputational risk, so as to enhance 

employees’ awareness of reputational risk and foster 

the Group’s culture of reputational risk management.

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 and 

emphasised early risk warning and prevention, so as to 

improve the Group’s level of compliance operation.
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The Bank continued to adopt the “three lines of 
defence” mechanism for internal control. The fi rst 
line of defence consists of business departments 
and all banking outlets. They are the owners of, and 
are accountable for, local risks and controls. They 
undertake self-directed risk control and management 
functions in the course of their business operations, 
including the formulation and implementation of 
policies, business examination, the reporting of control 
defi ciencies and the organisation of rectifi cation 
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, and 
for identifying, measuring, monitoring and controlling 
risks. The Bank enhanced the use of the Group’s 
operational risk monitoring and analysis platform, so 
as to realise regular monitoring of material risks, and 
to promote the optimisation of business processes and 
systems.

The third line of defence rests in the audit and 
inspection departments of the Bank. The audit 
department is responsible for performing internal 
audits 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 sanctions, 
investigation of cases and management accountability. 
The Bank continuously strengthened education and 
raised employees’ awareness of moral hazards. It 
reinforced employee behaviour management, diligently 
investigated internal fraud cases and strictly pursued 
accountability according to the basic principles of 
“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”. In 2017, the Bank continued to push 
forward the implementation of the reform of its human 
resource management system for the audit line, and 
further intensifi ed the vertical management of its audit 
function. It enhanced audit team building, deepened 

IT applications in audit and the use of IT-based audit 
approaches, and strived to establish a circulatory 
monitoring mechanism. Taking an issue-oriented 
approach, the Bank focused on comprehensive audits 
of institutions and special audits of businesses. It 
strengthened audits and inspections of high-risk 
institutions and businesses, as well as fi elds prioritised 
by the Group and of special concern to regulators. 
The Bank concentrated its attention on systemic 
matters, emerging trends, concerning tendencies and 
importance, so as to practically perform its internal 
audit function. It further clarifi ed the responsibilities 
and procedures of its rectifi cation management 
function so as to achieve the effective rectifi cation 
of problems and to continually improve the Bank’s 
internal governance and control mechanism.

By rigorously implementing the regulations of the 
CBRC regarding specialised rectifi cation practices, 
the Bank organised look-back rectifi cation and 
accountability with a focus on “Two Strengthen and 
Two Curbing”, proactively carried out internal control 
case prevention activities according to “process 
optimisation, fundamental resolutions and foundation 
reinforcement” and promoted process optimisation 
so as to lay a more solid foundation for effective 
internal control. In addition, the Bank promoted 
the standardisation of its staff compliance archive, 
fostered compliance culture and developed an internal 
control and compliance management evaluation 
system so as to enhance the routine management and 
control of its branches.

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 fi nancial 
reporting and the accuracy of its fi nancial information. 
It also constantly improved non-fi nancial 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-defi ned responsibilities and clear 
reporting relationships.
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The Bank established and implemented a systematic 
fi nancial accounting policy framework in accordance 
with relevant accounting laws and regulations. 
Accordingly, its accounting basis was solidifi ed and the 
level of standardisation and refi nement of its fi nancial 
accounting management was further improved. 
The Bank set criteria for accounting appraisal and 
continued to promote the qualifi cation of in-depth 
accounting groundwork. It continually strengthened 
the quality management of its accounting information, 
so as to ensure the effectiveness of internal control 
over fi nancial reporting. The fi nancial statements 
of the Bank were prepared in accordance with 
the applicable accounting standards and related 
accounting regulations, and the fi nancial position, 
operational performance and cash fl ows 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 2017, the Bank 
succeeded in preventing 149 external cases involving 
RMB72.16 million.

Operational Risk Management

The Bank continuously improved its operational risk 
management system. It promoted the application 
of operational risk management tools, using various 
management tools including Risk and Control 
Assessment (RACA), Key Risk Indicators (KRI) and Loss 
Data Collection (LDC), etc., to continually identify, 
assess and monitor operational risks. The Bank 
enhanced its system support capability by optimising 
its operational risk management information system. 
It promoted the construction of its business continuity 
management system, optimised its operating 
mechanism to enhance its business operating 
sustainability, carried out disaster recovery drills and 
improved the Group’s capacity for continuous business 
operation.

Compliance Management

The Bank continuously improved its compliance risk 
governance mechanism and management process 
to ensure the stable and sound development and 
sustainable operation of the Group. It formulated 

and implemented an AML system building plan 
to improve its governance structure, enhance 
resource commitment and talent fostering, integrate 
monitoring and analysis resources and increase 
the weight of compliance management in branch 
evaluation. It improved sanction compliance 
management, implemented rigorous sanction 
management policies and implemented the sanction 
requirements of the UN, Chinese regulators and 
overseas local regulators, as well as standardising 
customer and transaction due diligence and enhancing 
centralised correspondent banking management. It 
formulated the 50 Guidelines on Further Enhancing 
Compliance Management for Overseas Institutions, 
reiterated the basic rules governing the Group’s 
compliance management, fi ve compliance pillars and 
detailed compliance requirements, and enhanced 
overseas business risk control. It tracked global 
regulatory trends, regulatory inspection and evaluation 
and other compliance risk information in a timely 
manner, and implemented requirements from local 
and overseas regulatory institutions. It promoted 
system and model building and improved system 
functionality. It implemented the “All Employee 
AML Training Plan” by conducting various forms of 
AML training to enhance all employees’ compliance 
awareness and capacity.

The Bank enhanced the management of its 
connected transactions and internal transactions. It 
strengthened the routine monitoring of connected 
transactions and strictly controlled their risks. It also 
conducted self-evaluation and realised improvement 
with regard to regulation implementation, system 
management, data quality and other dimensions. In 
addition, it revised its measures for managing internal 
transactions, continuously implemented internal 
transaction monitoring and reporting, and guided and 
standardised the operation mechanism for internal 
transaction verifi cation.

Capital Management

Adhering to the concept of value creation, the Bank 
continuously strengthened its capital management to 
ensure its capital suffi ciency and better risk mitigation 
ability, and to improve capital effi ciencies and its value 
creation capabilities.



2017 Annual Report69

Management Discussion and Analysis — Risk Management

Adhering to the principle of linking capital input with 
output, the Bank further improved its capital budget 
allocation mechanism. It reinforced capital assessment 
in order to improve the awareness of value creation 
and capital constraints. It optimised its on-balance 
sheet and off-balance sheet asset structures, developed 
capital-lite businesses, reduced the proportion of high-
capital-consumption assets and reasonably controlled 
increases in off-balance sheet risk assets, so as to 
enhance value contribution. The Bank implemented 
its internal capital adequacy assessment process 

(ICAAP) and completed its 2017 capital adequacy 
assessment. As at the end of 2017, the Bank’s capital 
adequacy ratio remained robust and met the regulatory 
requirement. The Bank replenished external fi nancing 
in a proactive and prudent manner. It successfully 
issued a total of RMB60.0 billion of tier-2 capital bonds 
in the domestic market, which effectively increased its 
capital adequacy. The Bank will continue to improve 
its capital management level, promote high quality 
development of all of its businesses and constantly 
create value for shareholders.

Capital Adequacy Ratios

As at the end of 2017, 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 2017
As at 31 

December 2016
As at 31 

December 2017
As at 31 

December 2016
Calculated in accordance with the Capital Rules for Commercial Banks (Provisional)
Net common equity tier 1 capital 1,356,088 1,280,841 1,180,299 1,106,112

Net tier 1 capital 1,461,090 1,384,364 1,280,013 1,205,826

Net capital 1,725,330 1,609,537 1,526,537 1,414,052

Common equity tier 1 capital adequacy ratio 11.15% 11.37% 10.85% 10.98%

Tier 1 capital adequacy ratio 12.02% 12.28% 11.77% 11.96%
Capital adequacy ratio 14.19% 14.28% 14.04% 14.03%
Calculated in accordance with the Regulation Governing Capital Adequacy of Commercial Banks
Core capital adequacy ratio 11.69% 11.77% 11.39% 11.65%
Capital adequacy ratio 14.56% 14.67% 14.36% 14.50%

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

Leverage Ratio

As at the end of 2017, 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 2017 As at 31 December 2016
Net tier 1 capital 1,461,090 1,384,364

Adjusted on- and off-balance sheet assets 20,927,313 19,604,737
Leverage ratio 6.98% 7.06%

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




