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Economic and Financial Environment

In 2021, the global economy showed signs of
recovery with the pace of growth gradually returning
to normal. Industrial production and trade in goods
steadily improved, overtaking pre-pandemic levels,
while the digital economy and green transformation
provided new drivers for the global economy.
However, the global economy remained complex
and in a serious situation due to repeated COVID-19
supply-chain
inflation pressure and other factors.

outbreaks, disruptions, increasing

Global monetary policies gradually moved away
from their emergency pandemic response stance
and returned to normal, while shifts in the monetary
policies of the world’s major developed economies
accelerated. The US Federal Reserve began to taper its
bond-buying programme, the European Central Bank
slowed down the implementation of its Pandemic
Emergency Purchase Programme (PEPP), and the Bank
of England initiated procedures to raise interest rates.
Several emerging economies repeatedly raised interest
rates to cope with inflation pressures and to mitigate
risks triggered by capital outflows and currency
depreciation. International financial markets remained
generally stable, but the financial vulnerability of some
emerging economies increased. US dollar liquidity
remained ample and global stock markets fluctuated
upwards, albeit with significant divergence between
stock markets in developed and emerging economies.
The commodity markets performed robustly as energy
prices soared, industrial metal prices hit record highs,
and prices of safe-haven assets such as gold fell. The
US dollar index rebounded along a volatile trajectory,
while the currencies of emerging economies generally
came under pressure.

29) Bank of China Limited

China properly coordinated and promoted pandemic
containment and economic and social development,
and continued to ensure stability on six key fronts
(namely
trade, foreign investment, domestic investment, and
expectations) and maintain security in six key areas
(namely employment, the people’'s basic livelihood,
operations of market entities, food and energy
security, stable industrial and supply chains, and the
normal functioning of primary-level governments).
As a result, China’s economy maintained a stable
recovery, new progress was made in high-quality
development, and the 14th Five-Year Plan got off
to a great start. In 2021, China’s gross domestic
product (GDP) increased by 8.1%. Total retail sales of
consumer goods (TRSCG) increased by 12.5%, total
fixed asset investments (TFAI) (excluding those by rural
households) grew by 4.9%, imports and exports rose
by 21.4%, and the consumer price index (CPI) went up
by 0.9%. The trade surplus was RMB4,368.7 billion.

employment, financial sector, foreign

The PBOC adhered to a sound monetary policy that
was flexible, targeted, reasonable and appropriate,
reinforced cross-cyclical adjustment, played roles of
monetary policy tools in adjusting both the aggregate
and the structure, and further intensified policy
support for scientific and technological innovations,
micro, small, and medium-sized enterprises, green
development and manufacturing, thus safeguarding
the overall stability of the macro economy and
fostering a monetary and
environment for high-quality economic development.
Overall, financial markets operated smoothly, liquidity
was maintained at an adequate and reasonable level,
and RMB exchange rates remained generally stable at
an appropriate and balanced level. The outstanding
broad money supply (M2) grew by 9.0% year-on-year.

favourable financial
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RMB loans increased by RMB19.95 trillion, RMB315.0
billion more than the increase of the prior year. The
aggregate financing to the real economy (AFRE) was
RMB314.13 trillion, an increase of 10.3% year-on-
year. The cumulative value of bond issuance expanded
to a total of RMB61.4 trillion, an increase of 7.8%
year-on-year. The central parity rate of RMB against
USD appreciated by 2.3% compared with the prior
year-end. The Shanghai Stock Exchange Composite
Index increased 166.7 points compared with the prior
year-end. The combined market capitalisation of the
Shanghai and Shenzhen Stock Exchanges stood at
RMB75.16 trillion, an increase of 16.78% year-on-year.

China’s banking institutions made every effort to

promote the new dual-circulation development
pattern, enhanced their support to the real economy,
and adopted various measures to help micro and
small-sized enterprises and stimulate the vitality
of private businesses, in order to advance high-
quality economic development. They took targeted
measures to support national development strategies
and the construction of key projects, and strived to
meet the financial demands of various fields such as
infrastructure, advanced manufacturing, and scientific
and technological innovation. The banking sector
applied the new development philosophy, facilitated
green and low-carbon transformation, ensured
stable energy prices and supply, actively served rural
revitalisation, promoted common prosperity, and
bolstered technological empowerment to support
high-level opening-up. The banking industry improved
financial risk management, replenished capital through
multiple channels and defended the bottom line that
no systemic risk should occur. As at the end of 2021,
the total assets of China’s banking industry grew by
7.8% from the prior year-end to RMB344.8 trillion,
while total liabilities increased by 7.6% to RMB315.3
trillion. Commercial banking institutions recorded
an aggregate profit after tax of RMB2.2 trillion.
Outstanding non-performing loans (NPLs) stood at
RMB2.8 trillion at the year-end, with an NPL ratio of

1.73%.

The total assets of China’s banking industry grew

by 7.8% from the prior year-end

o rvza .8 trillion,

The total liabilities of China’s banking industry increased

oy 1.6% 0 rvs319.3 trillion

Commercial banking institutions recorded

an aggregate profit after tax of RI\/IBz.z tl’lulﬂn
Outstanding non-performing loans (NPLs) stood

at RMBZ.B trlulﬂn at the year-end

with an NPL ratio of 1 .730/0.

Income Statement Analysis

Closely adhering to the requirements of the Group's
14th Five-year Plan, the Bank coordinated its work
in responding to the pandemic and advancing its
operations and management, gave full play to the
synergies of the “One Mainstay, Two Engines”
strategy, and focused on all aspects of the "Eight
Priority Areas for Enhancing Financial Services
Capabilities”, thus pursuing progress while ensuring
stability in business performance. In 2021, the
Group achieved a profit for the year of RMB227.339
billion, an increase of RMB22.243 billion or 10.85%
compared with the prior year. It realised a profit
attributable to equity holders of the Bank of
RMB216.559 billion, an increase of RMB23.689 billion
or 12.28% compared with the prior year. Return on
average total assets (ROA) was 0.89% and return on
average equity (ROE) was 11.28%.

In 2021, the Group
achieved a profit for the

year of

we21.339 billion

The profit for the year
increased by

aved2.263 billion o
1 0850/0 compared

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

Unit: RMB million, except percentages

[tems 2021 2020 Change Change (%)
Net interest income 425,142 415,918 9,224 2.22%
Non-interest income 180,575 151,729 28,846 19.01%

Including: net fee and commission income 81,426 75,522 5,904 7.82%
Operating income 605,717 567,647 38,070 6.71%
Operating expenses (226,355) (202,411) (23,944) 11.83%
Impairment losses on assets (104,220) (119,016) 14,796 (12.43%)
Operating profit 275,142 246,220 28,922 11.75%
Profit before income tax 276,620 246,378 30,242 12.27%
Income tax expense (49,281) (41,282) (7,999) 19.38%
Profit for the year 227,339 205,096 22,243 10.85%
Profit attributable to equity holders of the Bank 216,559 192,870 23,689 12.28%

A detailed review of the Group’s principal items in each quarter of 2021 is summarised in the following table:

Unit: RMB million

For the three-month period ended

31 December 30 September 30 June 31 March

ltems 2021 2021 2021 2021

Operating income 149,820 153,042 144,989 157,866

Profit attributable to equity holders of the Bank 53,036 50,710 58,824 53,989
Net cash inflow/(outflow) from operating

activities 395,589 (240,907) 108,072 580,504

31> Bank of China Limited
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Net Interest Income and Net Interest Margin

In 2021, the Group achieved net interest income of
RMB425.142 billion, an increase of RMB9.224 billion
or 2.22% compared with the prior year. Specifically,
interest income grew by RMB29.418 billion or 3.87%
to RMB789.488 billion, and interest expense stood at
RMB364.346 billion, an increase of RMB20.194 billion
or 5.87% compared with the prior year.

The Group achieved net interest income of

wvsh29.142 billion,
an increase of RI\/IB9.221|- blllIOI'I

or 222% compared with the prior year.

Interest income stood at RI\/IB789[|-88 hlulon
an increase of RI\/IBZ9.[|-18 blulon

or 3870/0 compared with the prior year.

Interest expense stood at RI\/IB36l|-3l|-6 hlllIOI'I
an increase of RM820.1 9l|- blllIOI'I

or 587% compared with the prior year.

Interest Income

In 2021, interest income on loans was RMB581.000
billion, an increase of RMB30.646 billion or 5.57%
compared with the prior year, which was primarily
attributable to an increase in loan scale.

Interest income on investments amounted to
RMB153.859 billion, an increase of RMB3.306 billion
or 2.20% compared with the prior year, mainly due to
an increase in investment scale.

Interest income on balances with central banks and
due from and placements with banks and other
financial institutions was RMB54.629 billion, a
decrease of RMB4.534 billion or 7.66% compared
with the prior year, mainly due to a decrease in yield
of balances with central banks and due from and
placements with banks and other financial institutions.

Interest Expense

In 2021, interest expense on due to customers was
RMB263.599 billion, an increase of RMB5.160 billion
or 2.00% compared with the prior year, principally
due to an increase in the scale of deposits.

Interest expense on due to and placements from banks
and other financial institutions was RMB58.911 billion,
an increase of RMB8.917 billion or 17.84% compared
with the prior year, primarily attributable to increases
in the scale and the interest rate of due to and
placements from banks and other financial institutions.

Interest expense on bonds issued was RMB41.836
billion, an increase of RMB6.117 billion or 17.13%
compared with the prior year, mainly attributable to
an increase in the scale of bonds issued.

2021 Annual Report (32
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Net Interest Margin

In 2021, the Group’s net interest margin was 1.75%,
a decrease of 10 basis points compared with the prior
year, mainly due to declining yields from RMB loans
in the Chinese mainland. To mitigate the impact of
falling asset yields, the Bank continued to optimise
its asset and liability structure. On the one hand, it
remained committed to improving both the scale

and pricing of deposits and continued to optimise
deposit structure, striving to control deposit costs at
a reasonable level. On the other hand, it increased
the granting of medium and long-term loans. The
proportion of the average balance of RMB medium
and long-term loans to RMB loan business in the
Chinese mainland increased by 1.31 percentage points
compared with the prior year.

The average balances' and average interest rates of the major interest-earning assets and interest-bearing liabilities
of the Group, as well as the impact on interest income/expense of variances in the volume factor and the interest

rate factor?, are summarised in the following table:

Unit: RMB million, except percentages

Analysis of changes in interest

2021 2020 income/expense
Interest Interest Interest
Average income/ Average Average income/ Average Volume rate
ltems balance expense interest rate halance expense  interest rate factor factor Total
Interest-earning assets
Loans 15,173,295 581,000 3.83% 13,883,933 550,354 3.96% 51,059 (20,413) 30,646
Investments 5,237,687 153,859 2.94% 4,850,972 150,553 3.10% 11,988 (8,682) 3,306

Balances with central banks
and due from and
placements with banks and
other financial institutions 3,860,706 54,629 1.42%

3,726,838 59,163 1.59% 2,129 (6,663) (4,534)

Total 24,271,688 789,488 3.25%

22,461,743 760,070 3.38% 65,176

(35,758) 29,418

Interest-bearing liabilities

Due to customers 17,356,352 263,599 1.52%

16,351,229 258,439 1.58% 15,881

(10,721) 5,160

Due to and placements
from banks and
other financial institutions 3,739,854 58,911 1.58%

3,247,899 49,994 1.54% 1,576 1,341 8,917

Bonds issued 1,313,387 41,836 3.19%

1,129,581 35,719 3.16% 5,808 309 6,117

Total 22,409,593 364,346 1.63%

20,728,709 344,152 1.66% 29,265 (9,071) 20,194

Net interest income 425,142

415,918 35911 (26,687) 9,224

Net interest margin 1.75%

1.85% (10)Bps

Notes:

1 Investments include debt securities at fair value through other comprehensive income, debt securities at amortised cost,

investment trusts and asset management plans, etc.

2 Balances with central banks and due from and placements with banks and other financial institutions include mandatory reserves,
surplus reserves, other placements with central banks and due from and placements with banks and other financial institutions.

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

institutions, due to central banks and other funds.

! 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 the 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 a change in the interest rate factor.
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The average balances and average interest rates of loans and due to customers in the Chinese mainland, classified
by business type, are summarised in the following table:

2021 2020 Change
Average Average Average Average Average Average
Items balance interest rate balance interest rate balance interest rate
RMB businesses in the Chinese
mainland Unit: RMB million, except percentages
Loans
Corporate loans 6,535,897 4.08% 5,632,658 4.27% 903,239 (19)Bps
Personal loans 5,243,820 4.83% 4,710,348 4.88% 533,472 (5)Bps
Trade bills 287,532 2.66% 334,182 2.65% (46,650) 1Bp
Total 12,067,249 4.38% 10,677,188 4.49% 1,390,061 (11)Bps
Including:
Medium and long-term loans 9,072,085 4.73% 7,887,644 4.83% 1,184,441 (10)Bps
Short-term loans within 1 year
and others 2,995,164 3.31% 2,789,544 3.52% 205,620 (21)Bps
Due to customers
Corporate demand deposits 3,693,355 0.82% 3,469,983 0.75% 223,372 7 Bps
Corporate time deposits 2,614,618 2.85% 2,417,325 2.82% 197,293 3 Bps
Personal demand deposits 2,387,414 0.35% 2,266,307 0.39% 121,107 (4)Bps
Personal time deposits 3,671,859 3.07% 3,092,794 3.00% 579,065 7 Bps
Other 664,564 3.22% 816,731 3.40% (152,167) (18)Bps
Total 13,031,810 1.90% 12,063,140 1.85% 968,670 5 Bps
Foreign currency businesses
in the Chinese mainland Unit: USD million, except percentages
Loans 45,029 0.97% 43,182 1.69% 1,847 (72)Bps
Due to customers
Corporate demand deposits 76,620 0.25% 52,111 0.46% 24,509 (21)Bps
Corporate time deposits 31,506 0.78% 31,931 1.76% (425) (98)Bps
Personal demand deposits 26,307 0.01% 26,516 0.02% (209) (1)Bp
Personal time deposits 16,390 0.40% 17,835 0.69% (1,445) (29)Bps
Other 2,605 1.73% 1,799 2.06% 806 (33)Bps
Total 153,428 0.36% 130,192 0.74% 23,236 (38)Bps

Note: “Due to customers — Other” includes structured deposits.
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Non-interest Income

In 2021, the Group reported non-interest income of RMB180.575 billion, an increase of RMB28.846 billion or
19.01% compared with the prior year. Non-interest income represented 29.81% of operating income.

Net Fee and Commission Income

The Group earned net fee and commission income of RMB81.426 billion, an increase of RMB5.904 billion or
7.82% compared with the prior year. Net fee and commission income represented 13.44% of operating income.
The Bank actively seized market opportunities and tapped into businesses with strong potential. As a result, it

realised robust growth in income from its fund distribution and custody businesses.

Changes in net fee and commission income are set out below:

Unit: RMB million, except percentages

[tems 2021 2020 Change Change (%)
Group

Agency commissions 29,875 25,367 4,508 17.77%
Bank card fees 12,717 13,825 (1,108) (8.01%)
Settlement and clearing fees 15,371 14,383 988 6.87%
Credit commitment fees 11,868 11,912 (44) (0.37%)
Consultancy and advisory fees 4,576 3,535 1,041 29.45%
Spread income from foreign exchange business 5,520 5,871 (351) (5.98%)
Custodian and other fiduciary service fees 6,400 4,831 1,569 32.48%
Other 8,126 8,916 (790) (8.86%)
Fee and commission income 94,453 88,640 5,813 6.56%
Fee and commission expense (13,027) (13,118) 91 (0.69%)
Net fee and commission income 81,426 75,522 5,904 7.82%
Chinese mainland

Agency commissions 22,869 18,289 4,580 25.04%
Bank card fees 10,490 11,772 (1,282) (10.89%)
Settlement and clearing fees 13,799 12,913 886 6.86%
Credit commitment fees 5,733 5,779 (46) (0.80%)
Consultancy and advisory fees 4,466 3,320 1,146 34.52%
Spread income from foreign exchange business 5,307 5,556 (249) (4.48%)
Custodian and other fiduciary service fees 6,232 4,675 1,557 33.30%
Other 8,031 4,883 3,148 64.47 %
Fee and commission income 76,927 67,187 9,740 14.50%
Fee and commission expense (12,587) (9,030) (3,557) 39.39%
Net fee and commission income 64,340 58,157 6,183 10.63%

35) Bank of China Limited
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Other Non-interest Income

The Group realised other non-interest income of RMB99.149 billion, an increase of RMB22.942 billion or 30.10%
compared with the prior year. This was primarily attributable to an increase in net trading gains compared with
the prior year as a result of market price fluctuations. Please refer to Notes V.3, 4, 5 to the Consolidated Financial
Statements for detailed information.

Unit: RMB million, except percentages

ltems 2021 2020 Change Change (%)
Net trading gains 28,291 8,055 20,236 251.22%
Net gains on transfers of

financial asset 3,197 9,547 (6,350) (66.51%)
Other operating income 67,661 58,605 9,056 15.45%
Total 99,149 76,207 22,942 30.10%

Operating Expenses

The Bank continued to operate its business in a prudent manner. It optimised its cost structure, increased
investment in technological innovation, and allocated greater resources to key products, areas and regions, thus
further improving input and output efficiency. In 2021, the Group recorded operating expenses of RMB226.355
billion, an increase of RMB23.944 billion or 11.83% compared with the prior year. The Group’s cost to income
ratio (calculated in accordance with regulations in the Chinese mainland) was 28.17%. Please refer to Notes V.6, 7
to the Consolidated Financial Statements for detailed information.

Unit: RMB million, except percentages

[tems 2021 2020 Change Change (%)
Staff costs 99,317 89,334 9,983 11.17%
General operating and

administrative expenses 47,403 38,944 8,459 21.72%
Depreciation and amortisation 23,882 22,871 1,011 4.42%
Taxes and surcharges 5,715 5,465 250 4.57%
Insurance benefits and claims 31,579 30,581 998 3.26%
Other 18,459 15,216 3,243 21.31%
Total 226,355 202,411 23,944 11.83%

Impairment Losses on Assets

The Bank continued to improve its comprehensive
risk management system and adopted a proactive
and forward-looking risk management approach,
thus ensuring generally stable credit asset quality.
It stringently implemented a prudent and solid risk
provisioning policy and maintained adequate capacity

for risk mitigation. In 2021, the Group’s impairment
losses on assets totalled RMB104.220 billion, a
decrease of RMB14.796 billion or 12.43% compared
with the prior year. Please refer to the section “Risk
Management — Credit Risk Management” and
Notes V.9, 17 and VI.2 to the Consolidated Financial
Statements for more information on loan quality and
allowance for loan impairment losses.
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Income Tax Expense

In 2021, the Group incurred income tax of RMB49.281 billion, an increase of RMB7.999 billion or 19.38% compared
with the prior year. The Group's effective tax rate was 17.82%. Please refer to Note V.10 to the Consolidated
Financial Statements for the reconciliation of statutory income tax expense to effective income tax expense.

Financial Position Analysis

The Bank committed itself to the nation’s new development philosophy, dynamically adjusted its business
strategies and continuously improved its business structure, thus achieving steady growth in asset and liability
scale. As at the end of 2021, the Group's total assets amounted to RMB26,722.408 billion, an increase of
RMB2,319.749 billion or 9.51% compared with the prior year-end. The Group's total liabilities amounted to
RMB24,371.855 billion, an increase of RMB2,132.033 billion or 9.59% 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 2021 As at 31 December 2020
ltems Amount % of total Amount % of total
Assets
Loans and advances to customers, net 15,322,484 57.34% 13,848,304 56.75%
Investments 6,164,671 23.07% 5,591,117 22.91%
Balances with central banks 2,228,726 8.34% 2,076,840 8.51%
Due from and placements with banks and

other financial institutions 1,842,711 6.90% 1,663,640 6.82%
Other assets 1,163,816 4.35% 1,222,758 5.01%
Total assets 26,722,408 100.00% 24,402,659 100.00%
Liabilities
Due to customers 18,142,887 74.44% 16,879,171 75.90%
Due to and placements from banks and

other financial institutions and

due to central banks 4,046,063 16.60% 3,216,763 14.46%
Other borrowed funds 1,415,032 5.81% 1,270,437 5.71%
Other liabilities 767,873 3.15% 873,451 3.93%
Total liabilities 24,371,855 100.00% 22,239,822 100.00%

Note: “Other borrowed funds” includes bonds issued and other borrowings.
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Assets

Unit: RMB million, except percentages
As at 31 December 2021

Assets

I I

Loans and Investments Balances with ~ Due from and Other assets
advances to 6,164,671 central banks placements 1,163,816
customers, net 2,228,726 with banks
15,322,484 and other

financial

institutions

1,842,711

Loans and Advances to Customers

The Bank earnestly fulfilled its responsibilities as a
large state-owned bank, increased support for the
real economy, achieved solid growth in lending scale,
bolstered support for business expansion in such key
areas as inclusive finance, green finance and strategic
emerging industries, continued to improve its credit
structure, thoroughly implemented major regional
strategies and coordinated regional development
strategies, and effectively served the development
of local economies and people’s livelihoods. As at
the end of 2021, the Group’s loan and advances
to customers amounted to RMB15,712.574 billion,
an increase of RMB1,496.097 billion or 10.52%
compared with the prior year-end. Specifically, the
Group’s RMB loans and advances to customers
totalled RMB12,758.658 billion, an increase of
RMB1,419.668 billion or 12.52% compared with
the prior year-end, while its foreign currency loans

Liabilities
Unit: RMB million, except percentages
As at 31 December 2021

16.60%

w.

Liabilities

— —
Due to Due to and Other borrowed Other
customers placements funds liabilities
18,142,887 from banks and 1,415,032 767,873

other financial
institutions and
due to central
banks
4,046,063

amounted to USD463.309 billion, an increase of
USD22.308 billion or 5.06% compared with the prior
year-end. Please refer to Note V.17 to the Consolidated
Financial Statements for detailed information.

The Bank further improved its risk management
system, paid close attention to changes in the
macroeconomic  situation, strengthened risk
identification and management in key areas and made
greater efforts in the disposal of non-performing
assets, thus maintaining generally stable asset quality.
As at the end of 2021, the balance of the Group's
allowance for loan impairment losses amounted to
RMB390.541 billion, an increase of RMB21.922 billion
compared with the prior year-end. The balance of the
Group's restructured loans amounted to RMB23.213
billion, an increase of RMB1.521 billion compared with

the prior year-end.
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Loans and Advances to Customers by Geography

Unit: RMB million, except percentages

As at 31 December 2021

As at 31 December 2020

ltems Amount % of total Amount % of total
Corporate loans
Chinese mainland: RMB 7,161,416 45.58% 6,266,331 44.08%
Foreign currency 329,463 2.10% 255,601 1.80%
Hong Kong (China), Macao (China), Taiwan
(China) and other countries and regions 2,090,365 13.30% 2,078,158 14.62%
Subtotal 9,581,244 60.98% 8,600,090 60.50%
Personal loans
Chinese mainland: RMB 5,461,645 34.76% 4,979,214 35.02%
Foreign currency 735 0.00% 645 0.01%
Hong Kong (China), Macao (China), Taiwan
(China) and other countries and regions 631,370 4.02% 603,436 4.24%
Subtotal 6,093,750 38.78% 5,583,295 39.27%
Accrued interest 37,580 0.24% 33,092 0.23%
Total loans 15,712,574 100.00% 14,216,477 100.00%
Investments

The Bank closely tracked financial market dynamics, maintained investment activity at a reasonable pace
and continuously improved its investment structure. As at the end of 2021, the Group held investments of
RMB6,164.671 billion, an increase of RMB573.554 billion or 10.26% compared with the prior year-end.
Specifically, the Group’s RMB investments totalled RMB4,776.896 billion, an increase of RMB410.586 billion or
9.40% compared with the prior year-end, while foreign currency investments totalled USD217.666 billion, an
increase of USD29.953 billion or 15.96% compared with the prior year-end.

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

Unit: RMB million, except percentages

As at 31 December 2021

As at 31 December 2020

ltems Amount % of total Amount % of total
Financial assets at fair value through profit or loss 561,642 9.11% 504,549 9.02%
Financial assets at fair value through other

comprehensive income 2,389,830 38.77% 2,107,790 37.70%
Financial assets at amortised cost 3,213,199 52.12% 2,978,778 53.28%
Total 6,164,671 100.00% 5,591,117 100.00%
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Investments by Issuer Type

Unit: RMB million, except percentages

As at 31 December 2021

As at 31 December 2020

ltems Amount % of total Amount % of total
Debt securities
Issuers in the Chinese mainland
Government 3,183,332 51.64% 3,033,111 54.25%
Public sector and quasi-governments 164,741 2.67% 130,695 2.34%
Policy banks 532,783 8.64% 447,037 7.99%
Financial institutions 505,577 8.21% 424,672 7.59%
Corporates 269,345 4.37% 216,751 3.88%
China Orient Asset Management Corporation 152,433 2.47% 152,433 2.73%
Subtotal 4,808,211 78.00% 4,404,699 78.78%
Issuers in Hong Kong (China),
Macao (China), Taiwan (China) and
other countries and regions
Governments 646,221 10.48% 556,612 9.95%
Public sector and quasi-governments 100,072 1.62% 65,825 1.18%
Financial institutions 158,740 2.58% 172,107 3.08%
Corporates 147,209 2.39% 141,476 2.53%
Subtotal 1,052,242 17.07% 936,020 16.74%
Equity instruments and others 304,218 4.93% 250,398 4.48%
Total 6,164,671 100.00% 5,591,117 100.00%
Note: “Equity instruments and others” includes accrual interest.
Investments by Currency
Unit: RMB million, except percentages
As at 31 December 2021 As at 31 December 2020
13.00%
— —
RMB usb HKD Other RMB usb HKD Other
4,776,896 801,236 260,080 326,459 4,366,310 701,408 212,522 310,877
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Top Ten Financial Bonds by Value Held by the Group

Unit: RMB million, except percentages

Impairment
Bond Name Par Value Annual Rate Maturity Date Allowance
Bond issued by policy banks in 2018 13,370 4.98% 2025-01-12 -
Bond issued by policy banks in 2019 12,826 3.48% 2029-01-08 -
Bond issued by policy banks in 2020 12,610 2.96% 2030-04-17 -
Bond issued by policy banks in 2019 12,576 3.65% 2029-05-21 -
Bond issued by policy banks in 2017 12,510 4.39% 2027-09-08 -
Bond issued by policy banks in 2018 11,092 4.88% 2028-02-09 -
Bond issued by policy banks in 2018 10,730 4.73% 2025-04-02 -
Bond issued by policy banks in 2020 10,008 3.23% 2030-03-23 -
Bond issued by policy banks in 2019 8,725 3.75% 2029-01-25 -
Bond issued by policy banks in 2017 8,580 4.02% 2022-04-17 -

Note: Financial bonds refer to 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

In order to improve both the scale and pricing of
deposits, the Bank continuously accelerated product
and service innovation, improved scenario building,
enhanced its financial services offering and expanded
the scale of customers’ financial assets. It actively
expanded the sources of its deposits, including
from salary payment agency, third-party custody,
cash management and social security cards, with
the increment of domestic RMB deposits reaching a
record high. The Bank also improved management
modes for its liability business, including certificates
of deposit (CDs), structured deposits and negotiated
deposits. It effectively controlled interest rates paid
on deposits, leading to continuous improvement in
the development quality of its deposit business. As
at the end of 2021, the Group’s due to customers

an increase of 8.81%
2021 wwe14,148.220 billion
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amounted to RMB18,142.887 billion, an increase of
RMB1,263.716 billion or 7.49% compared with the
prior year-end. Specifically, the Group’s RMB due to
customers totalled RMB14,148.220 billion, an increase
of RMB1,145.193 billion or 8.81% compared with
the prior year-end, while its foreign currency due to
customers stood at USD626.546 billion, an increase of
USD32.492 billion or 5.47% compared with the prior
year-end.
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The principal components of due to customers of the Group and its institutions in the Chinese mainland are set out below:

Unit: RMB million, except percentages

As at 31 December 2021

As at 31 December 2020

Items Amount % of total Amount % of total
Group
Corporate deposits
Demand deposits 5,275,514 29.08% 4,956,751 29.37%
Time deposits 3,968,527 21.87% 3,621,775 21.46%
Structured deposits 351,445 1.94% 254,553 1.50%
Subtotal 9,595,486 52.89% 8,833,079 52.33%
Personal deposits
Demand deposits 3,487,433 19.22% 3,355,893 19.88%
Time deposits 4,299,050 23.70% 3,854,531 22.84%
Structured deposits 300,628 1.66% 379,680 2.25%
Subtotal 8,087,111 44.58% 7,590,104 44.97%
Certificates of deposit 160,419 0.88% 206,146 1.22%
Others 299,871 1.65% 249,842 1.48%
Total 18,142,887 100.00% 16,879,171 100.00%
Chinese mainland
Corporate deposits
Demand deposits 4,482,516 30.06% 4,165,682 30.43%
Time deposits 2,892,996 19.40% 2,616,098 19.11%
Structured deposits 320,078 2.15% 232,736 1.70%
Subtotal 7,695,590 51.61% 7,014,516 51.24%
Personal deposits
Demand deposits 2,711,693 18.19% 2,597,483 18.97%
Time deposits 3,920,101 26.29% 3,463,984 25.30%
Structured deposits 297,935 2.00% 375,812 2.75%
Subtotal 6,929,729 46.48% 6,437,279 47.02%
Others 285,430 1.91% 238,943 1.74%
Total 14,910,749 100.00% 13,690,738 100.00%

Note: “Others” is inclusive of accrued interest.
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Due to Customers by Geography

Unit: RMB million, except percentages

As at 31 December 2021 As at 31 December 2020
ltems Amount % of total Amount % of total
Corporate deposits

Chinese mainland: RMB 6,949,089 38.30% 6,453,523 38.23%
Foreign currency 746,501 4.12% 560,993 3.32%
Hong Kong (China), Macao (China),
Taiwan (China) and other countries
and regions 1,899,896 10.47% 1,818,563 10.78%
Subtotal 9,595,486 52.89% 8,833,079 52.33%
Personal deposits
Chinese mainland: RMB 6,635,794 36.58% 6,136,873 36.36%
Foreign currency 293,935 1.62% 300,406 1.78%
Hong Kong (China), Macao (China),
Taiwan (China) and other countries
and regions 1,157,382 6.38% 1,152,825 6.83%
Subtotal 8,087,111 44.58% 7,590,104 44.97%
Certificates of deposit 160,419 0.88% 206,146 1.22%
Others 299,871 1.65% 249,842 1.48%
Total deposits 18,142,887 100.00% 16,879,171 100.00%
Note: “Others” includes accrued interest.
Due to Customers by Currency
Unit: RMB million, except percentages
As at 31 December 2021 As at 31 December 2020

I I
RMB usb HKD Other RMB usb HKD Other
14,148,220 1,765,005 1,311,343 918,319 13,003,027 1,651,454 1,318,279 906,411
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Liability Quality Management

The Bank implemented
requirements on liability quality management and
optimised its governance structure for liability quality
management. It formulated measures and improved
its internal control and indicator systems for liability
quality management, periodically re-examining
indicator limits. It effectively managed the source,
structure and cost of its liabilities in accordance
with its business strategy, risk appetite, business
characteristics and other factors, and continuously
monitored and analysed the status of its liability
quality management, thus ensuring an appropriate
balance between safety, liquidity and profitability.

earnestly regulatory

The Bank constantly strengthened its liability quality
management, with relevant indicators meeting internal
and external management requirements. It streamlined
relevant systems and mechanisms, optimised product
functions, and increased the expansion of customer
deposits. It strengthened internal and external pricing
management, effectively controlled increases in costs,
improved its market financing capability to allow for
greater initiative in acquiring liabilities, and controlled
the mismatch in liabilities’ terms and currencies at a
reasonable level in order to support the comprehensive
and balanced development of its assets and liabilities,
thus effectively improving liability quality management.

Equity

As at the end of 2021, the Group's total equity stood
at RMB2,350.553 billion, an increase of RMB187.716
billion or 8.68% compared with the prior year-end.
This was primarily attributable to the following factors:
(1) In 2021, the Group realised a profit for the year of
RMB227.339 billion, among which profit attributable to
equity holders of the Bank amounted to RMB216.559
billion. (2) The Bank pushed forward its external capital
replenishment projects in a proactive and prudent

manner, successfully issuing RMB70.0 billion of undated
capital bonds. It also strengthened the management
of existing capital instruments and redeemed RMB28.0
billion of domestic preference shares. (3) As per the
2020 profit distribution plan approved at the Annual
General Meeting, a cash dividend of RMB57.994 billion
was paid out on ordinary shares. (4) The Bank paid
a dividend on its preference shares of RMB5.1895
billion. 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.16 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 bond redemption commitments,
credit commitments and underwriting obligations,
etc. Please refer to Note V.40 to the Consolidated
Financial Statements for more detailed information on
contingent liabilities and commitments.

Cash Flow Analysis
As at the end of 2021, the balance of the Group's
cash and cash equivalents was RMB1,975.631 billion,

an increase of RMB480.763 billion compared with the
prior year-end.
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In 2021, net cash flow from operating activities was
an inflow of RMB843.258 billion, an increase of
RMB770.230 billion compared with the prior year.
This was mainly attributable to a net increase in due
to banks and other financial institutions, and a net
decrease of due from and placements with banks
and other financial institutions as compared to a net
increase in the prior year.

Net cash flow from investing activities was an outflow
of RMB395.561 billion, an increase of RMB378.495
billion compared with the prior year. This was mainly
attributable to a decrease in proceeds from disposal/
maturity of financial investments and an increase in
purchase of financial investments compared with the
prior year.

Net cash flow from financing activities was an inflow
of RMB74.344 billion, a decrease of RMB52.273
billion compared with the prior year. This was mainly
attributable to a decrease in proceeds from issuance of
bonds compared with the prior year.

Segment Reporting by Geography

From a geographic perspective, the Group operates in
three principal regions: the Chinese mainland; Hong
Kong (China), Macao (China) and Taiwan (China);
and other countries and regions. From a business
perspective, the Group provides financial services
through six business corporate
banking, personal banking, treasury operations,
investment banking, insurance and other operations.

main segments:

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

Unit: RMB million

Hong Kong (China),
Macao (China) and Other countries and
Chinese mainland Taiwan (China) regions Elimination Group
Items 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Net interest income 375,906 362,993 34,053 37,560 15,183 15,365 - - 45142 415918
Non-interest income 105,139 73,641 72,855 73,807 5,129 6,637 (2,548) (2,356) 180,575 151,729
Including: net fee and
commission income 64,340 58,157 14,480 14,662 3,959 4,135 (1,353) (1432) 81,426 75,522

Operating expenses (163,673) (140,087 (57,445) (56,479) (7,843) (8,201) 2,606 2,356 (226,355)  (202,411)
Impairment losses on assets (99,622)  (107,622) (4317) (4,981) (281) (6,413) - - (104,220)  (119,016)
Profit before income tax 218,529 188,740 45,845 50,250 12,188 7,388 58 - 276620 246378
As at the year-end
Assets 21,491,846 19454269 4625924 4306679 2,292,838 2,090,165 (1,688,200) (1,448454) 26,722,408 24,402,659
Liabilities 19,607,634 17,753,122 4230215 3917100 2,222,113 2,017,915 (1,688,107) (1448315 24,371,855 22,239,822

As at the end of 2021, total assets® of the Bank’s Chinese mainland segment amounted to RMB21,491.846
billion, an increase of RMB2,037.577 billion or 10.47% compared with the prior year-end, representing 75.65%
of the Group's total assets. In 2021, this segment recorded a profit before income tax of RMB218.529 billion, an
increase of RMB29.789 billion or 15.78% compared with the prior year, representing 79.01% of the Group’s

profit before income tax.

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

elimination.
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Total assets of the Hong Kong (China), Macao (China) and Taiwan (China) segment amounted to RMB4,625.924
billion, an increase of RMB319.245 billion or 7.41% compared with the prior year-end, representing 16.28%
of the Group’s total assets. In 2021, this segment recorded a profit before income tax of RMB45.845 billion, a
decrease of RMB4.405 billion or 8.77% compared with the prior year, representing 16.58% of the Group's profit
before income tax.

Total assets of the other countries and regions segment amounted to RMB2,292.838 billion, an increase of
RMB202.673 billion or 9.70% compared with the prior year-end, representing 8.07% of the Group's total assets.
In 2021, this segment recorded a profit before income tax of RMB12.188 billion, an increase of RMB4.800 billion
or 64.97% compared with the prior year, representing 4.41% of the Group's profit before income tax.

Operating income for the main business segments of the Group is set forth in the following table:

Unit: RMB million, except percentages

2021 2020

ltems Amount % of total Amount % of total
Commercial banking business 528,041 87.17% 507,110 89.33%
Including: Corporate banking 203,654 33.62% 217,590 38.33%
Personal banking 216,450 35.73% 221,634 39.04%

Treasury operations 107,937 17.82% 67,886 11.96%

Investment banking and insurance 45,122 7.45% 41,017 7.23%
Others and elimination 32,554 5.38% 19,520 3.44%
Total 605,717 100.00% 567,647 100.00%

Please refer to Note V.43 to the Consolidated Financial Statements for more detailed information related to the Group’s
other operating results and financial position in terms of geographic segments and business segments categories.

Critical Accounting Estimates and Judgements

The accounting estimates and judgements made by the Group will generally affect the carrying 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 Il and Il to the Consolidated Financial Statements for more
detailed information related to the Bank’s accounting policies and accounting estimates.
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Fair Value Measurement
Movement of Financial Instruments Measured at Fair Value

Unit: RMB million

As at As at

ltems 31 December 2021 31 December 2020 Change
Financial assets at fair value through profit or loss

Debt securities 356,462 347,243 9,219

Equity instruments 102,268 88,025 14,243

Fund investments and other 102,912 69,281 33,631
Loans and advances to customers at fair value 355,600 363,637 (8,037)
Financial assets at fair value through

other comprehensive income

Debt securities 2,363,078 2,086,362 276,716

Equity instruments and other 26,752 21,428 5,324
Derivative financial assets 95,799 171,738 (75,939)
Derivative financial liabilities (89,151) (212,052) 122,901
Due to and placements from banks and

other financial institutions at fair value (162) (3,831) 3,669
Due to customers at fair value (31,311) (25,742) (5,569)
Bonds issued at fair value (317) (6,162) 5,845
Short position in debt securities (12,458) (17,912) 5,454

The Bank has put a sound internal control mechanism for fair value measurement in place. In accordance with the
Guidelines on Market Risk Management in Commercial Banks, the 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.5 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 | to the Consolidated Financial
Statements for detailed information.
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