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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this prospectus,
make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in “Appendix VIII — Documents Delivered to the Registrar of Companies and Available for Inspection” to this prospectus,
has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of
Hong Kong). The Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The Offer Price is expected to be fixed by agreement between the Joint Representatives (on behalf of, among others, the Joint Bookrunners and the Underwriters) and us on the Price Determination
Date, which is expected to be on or around September 21, 2016 (Hong Kong time) and, in any event, not later than September 22, 2016 (Hong Kong time). The Offer Price will be not more than
HKSS 18 per H Share and is currently expected to be not less than HK$4.68 per H Share. Investors app]ymo for the Hong Kong Offer Shares must pay, on application, the maximum Offer Price of
HK$5.18 per Hong Kong Offer Share, unless otherwise announced, together with a brokerage fee of 1%, a Hong Kong Stock Exchange trading fee of 0.005% and an SFC transaction levy of 0.0027%,
subject to refund if the Offer Price is lower than HK$5.18

The Joint Representatives (on behalf of, among others, the Joint Bookrunners and the Underwriters) may, with our consent, reduce the number of Offer Shares being offered in the Global
Offering and/or the indicative offer price range below that stated in this prospectus at any time prior to the morning of the last day for lodging applications under the Hong Kong Public
Offering. In such a case, a notice of the reduction in the number of Offer Shares being offered in the Global Offering and/or the indicative offer price range will be published in the South
China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and on our website at www.psbc.com and the website of the Hong Kong Stock Exchange at
www.hkexnews.hk not later than the morning of the last day for lodging applications under the Hong Kong Public Offering. For further information, see “Structure of the Global Offering”
and “How to Apply for Hong Kong Offer Shares.”

If, for any reason, the Offer Price is not agreed on or before September 22, 2016 between the Joint Representatives (on behalf of, among others, the Joint Bookrunners and the Underwriters) and us,
the Global Ol'l'ulmy will lapse.

We are incorporated, and substantially all of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic and financial systems between the
PRC and Hong Kong, and that there are different risk factors relating to investment in the PRC-incorporated companies. Potential investors should also be aware that the regulatory framework in
the PRC is different from the regulatory framework in Hong Kong, and should take into consideration the different market nature of our Shares. Such differences and risk factors are set forth in “Risk
Factors,” “Supervision and Regulation,” “Appendix IV — Summary of Principal Legal and Regulatory Provisions” and “Appendix V — Summary of Articles of Association.” The obligations of the
Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Sponsors and the Joint Representatives (on behalf of, among others, the Hong Kong
Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set forth in “Underwriting — Underwriting Arrangements and Expenses — The Hong Kong Public
Offering — Grounds for Termination.”

The Offer Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended and may only be offered, sold, pledged or transferred (i) within the United States to
QIBs in reliance on Rule 144A or in reliance on another exemption from registration requirements under the U.S. Securities Act of 1933, as amended, or (ii) outside the United States in accordance
with Regulation S.

* Postal Savings Bank of China Co., Ltd. is not an authorized institution within the meaning of the Banking Ordinance (Chapter 155 of the Laws of Hong Kong), not subject to the supervision of
the Hong Kong Monetary Authority, and not authorized to carry on banking and/or deposit-taking business in Hong Kong.
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EXPECTED TIMETABLE®

Latest time for completing electronic applications under
White Form eIPO service through the designated

website www.eipo.com.hk® .. ... .. ... ... ... 11:30 a.m. on Tuesday, September 20, 2016

Application lists open® .. ... ... ... ... ... ... .. 11:45 a.m. on Tuesday, September 20, 2016

Latest time for lodging WHITE and YELLOW
Application Forms. . . ..... ... .. ... ... ..... 12:00 noon on Tuesday, September 20, 2016

Latest time for giving electronic application
instructions to HKSCC™® . . .. ... ...... ... .... 12:00 noon on Tuesday, September 20, 2016

Latest time for completing payment for White Form eIPO
applications by effecting Internet banking transfer(s) or

PPS payment transfer(s) ..................... 12:00 noon on Tuesday, September 20, 2016
Application lists close™® . ... ... ... .. .......... 12:00 noon on Tuesday, September 20, 2016
Expected Price Determination Date™ . ... ... ... ... ......... Wednesday, September 21, 2016

(1) Announcement of:

the Offer Price;

° the level of applications in the Hong Kong Public Offering;

the level of indications of interest in the International Offering; and

the basis of allotment of the Hong Kong Offer Shares

to be published in the South China Morning Post (in English)

and the Hong Kong Economic Times (in Chinese), and on the

website of the Hong Kong Stock Exchange at

www.hkexnews.hk‘® and the Bank’s website at

www.psbc.com® on ... ... Tuesday, September 27, 2016

(2) Announcement of results of allocations in the Hong
Kong Public Offering (including successful applicants’
identification document numbers, where appropriate)
will be available through a variety of channels (see
“How to Apply for Hong Kong Offer Shares — 11.
Publication of Results”) from .......................... Tuesday, September 27, 2016

Results of allocations in the Hong Kong Public Offering
will be available at www.iporesults.com.hk with a
“search by ID” function from. ... ... ... .. ... ... .. .. ... Tuesday, September 27, 2016



EXPECTED TIMETABLE®

H Share certificates in respect of wholly or partially
successful applications to be despatched or deposited into
CCASS on or before” . . . Tuesday, September 27, 2016

White Form e-Refund payment instructions/refund cheques

in respect of wholly or partially unsuccessful applications

to be despatched on or before® . . ... .. ... L. Tuesday, September 27, 2016

Dealings in the H Shares on the Hong Kong Stock
Exchange expected to commence at 9:00 am. on............ Wednesday, September 28, 2016

Notes:

(1)  All dates and times refer to Hong Kong local time, except as otherwise stated. For details of the structure of the Global
Offering, including conditions of the Hong Kong Public Offering, please refer to the section headed “Structure of the
Global Offering.”

(2)  You will not be permitted to submit your application to the White Form eIPO Service Provider through the designated
website at www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted
your application and obtained an application reference number from the designated website prior to 11:30 a.m., you will
be permitted to continue the application process (by completing payment of the application monies) until 12:00 noon on
the last day for submitting applications, when the application lists close.

(3)  If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Tuesday, September 20, 2016, the application lists will not open on
that day. Please refer to the section headed “How to Apply for the Hong Kong Offer Shares — 10. Effect of Bad Weather
on the Opening of the Application Lists” for further details.

(4)  Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to the section headed “How to Apply for the Hong Kong Offer Shares — 6. Applying by Giving Electronic
Application Instructions to HKSCC via CCASS.”

(5) The Price Determination Date is expected to be on or about Wednesday, September 21, 2016, and, in any event, not later
than Thursday, September 22, 2016. If, for any reason, the Offer Price is not agreed between the Joint Representatives
(on behalf of, among others, the Joint Bookrunners and the Underwriters) and us on or before Thursday, September 22,
2016, the Global Offering will lapse.

(6)  None of the website or any of the information contained on the website forms part of this prospectus.

(7)  No temporary documents of title will be issued in respect of the Offer Shares. H Share certificates will only become valid
certificates of title provided that (i) the Global Offering has become unconditional in all respects and (ii) the
Underwriting Agreements have not been terminated in accordance with their respective terms prior to 9:00 a.m. on the
Listing Date. Investors who trade H Shares on the basis of publicly available allocation details prior to the receipt of
share certificates or prior to the share certificates becoming valid certificates of title do so entirely at their own risk.

(8)  Applicants who apply for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong Public Offering and have
provided all required information may collect refund cheque(s) (where applicable) and/or H Share certificate(s) (where
applicable) in person from our H Share Registrar, Computershare Hong Kong Investor Service Limited, from 9:00 a.m.
to 1:00 p.m. on Tuesday, September 27, 2016. Applicants being individuals who are eligible for personal collection must
not authorize any other person to make collection on their behalf. Applicants being corporations who opt for personal
collection must attend by their authorized representatives each bearing a letter of authorization from their corporation
stamped with the corporation’s chop. Both individuals and authorized representatives (if applicable) must produce, at the
time of collection, evidence of identity to our H Share Registrar. Uncollected H Share certificates and refund cheques
will be dispatched by ordinary post at the applicants’ own risk to the addresses specified on the relevant Application
Forms. For details of the arrangements, please refer to the section headed “How to Apply for Hong Kong Offer Shares
— 14. Despatch/Collection of Share Certificates and Refund Monies.”

(9)  e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful applications in the event
that the final Offer Price is less than the price payable per Offer Share on application.



EXPECTED TIMETABLE®

The H Share certificates will only become valid certificates of title provided that the Global
Offering has become unconditional in all respects and neither the Hong Kong Underwriting Agreement
nor the International Underwriting Agreement is terminated in accordance with its respective terms
prior to 8:00 a.m. on the Listing date (which is expected to be on or about Wednesday, September 28,
2016). Investors who trade the H Shares on the basis of publicly available allocation details prior to
the receipt of H Share certificates or prior to the H Shares certificates becoming valid certificates of

title do so entirely at their own risk.

The above expected timetable is a summary only. For details of the structure of the Global
Offering, including its conditions, and the procedures for applications for Hong Kong Offer Shares,
see the sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer
Shares” in this prospectus respectively.
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IMPORTANT NOTICE TO INVESTORS

This prospectus is issued by Postal Savings Bank of China Co., Ltd. solely in connection with the
Hong Kong Public Offering and the Hong Kong Offer Shares and does not constitute an offer to
sell or a solicitation of an offer to buy any security other than the Hong Kong Offer Shares offered
by this prospectus pursuant to the Hong Kong Public Offering. This prospectus may not be used for
the purpose of, and does not constitute, an offer or invitation in any other jurisdiction or in any
other circumstances. No action has been taken to permit a public offering of the Offer Shares in
any jurisdiction other than Hong Kong, and no action has been taken to permit the distribution of
this prospectus in any jurisdiction other than Hong Kong. The distribution of this prospectus and
the offering and sale of the Offer Shares in other jurisdictions are subject to restrictions and may
not be made except as permitted under the applicable securities laws of such jurisdictions pursuant
to registration with or authorization by the relevant securities regulatory authorities or an
exemption therefrom.

You should rely only on the information contained in this prospectus and the Application Forms to
make your investment decision. We have not authorized anyone to provide you with information that
is different from what is contained in this prospectus. Any information or representation not made
in this prospectus must not be relied on by you as having been authorized by us, the Joint
Representatives, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers,
the Joint Sponsors, the Underwriters, any of our or their respective directors, or any other persons

or parties involved in the Global Offering. Information contained on our website at www.psbc.com

does not form part of this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
As it is a summary, it does not contain all the information that may be important to you. You
should read the whole document before you decide to invest in the H Shares. There are risks
associated with any investment. Some of the particular risks in investing in H Shares are set out
in “Risk Factors” in this prospectus. You should read that section carefully before you decide to

invest in H Shares.

OVERVIEW

We are a leading retail bank in China with the largest distribution network, largest customer base
and superior asset quality. Established in 2007, we are the youngest Large Commercial Bank and have
significant growth potential. As of March 31, 2016, we had total assets of RMB7,707.6 billion, total
deposits of RMB6,732.4 billion and total loans of RMB2,665.8 billion, ranking fifth, fifth and seventh
among PRC commercial banks, respectively. According to The Banker’s list of “Top 1000 World
Banks,” we ranked 22nd in the world in terms of total assets as of December 31, 2015.

We are distinct from other commercial banks in China in a number of important respects. Firstly,
we have a unique operational model consisting of both directly-operated outlets and agency outlets
which are post offices owned by China Post Group. Our distribution network is the largest in China’s
banking industry with the widest geographical coverage, which not only enables us to deliver more
convenient financial services to customers and to have access to long-term, stable and low-cost
funding, but also creates significant opportunities for product distribution and cross-selling. Secondly,
we strategically focus on providing financial services to communities, SMEs and Sannong customers
and are committed to meeting the financial needs of the most promising customers during China’s
economic transformation, and will significantly benefit from the opportunities brought by China’s
on-going economic transformation. Thirdly, we believe that our distinct asset structure, superior asset
quality and prudent approach to risks enable us to maintain flexibility to respond proactively to
fluctuations in economic cycles.

Our distinctiveness includes the following:

° Largest number of outlets among PRC commercial banks. As of March 31, 2016, we had
40,057 outlets, including 8,301 directly-operated outlets and 31,756 agency outlets,
covering all cities and 98.9% of the County Areas in China.

° Largest retail customer base among PRC commercial banks. As of March 31, 2016, we
had 505 million retail customers, accounting for more than one-third of China’s population.

° Highest contribution of personal banking business to total deposits, total loans and
total profit among Large Commercial Banks in China. As of and for the year ended
December 31, 2015, personal deposits represented 85.4% of our total deposits, personal
loans represented 49.4% of our total loans, and profit before income tax of personal
banking business represented 46.0% of our total profit before income tax, higher than the
other Large Commercial Banks’ average of 45.6%, 30.2% and 30.1%, respectively.
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° Significant funding cost advantage. Our average cost of interest-bearing liabilities in

2015 was 1.94%, lower than the other Large Commercial Banks’ average of 2.08%.

° Superior asset quality and the highest allowance coverage ratio among Large
Commercial Banks in China. The majority of our assets are classified as low-risk assets,
with very limited exposure to high-risk sectors such as over-capacity industries, local
government financing vehicles and real estate industry. As of March 31, 2016, our NPL
ratio was 0.81%, significantly lower than the other Large Commercial Banks’ average of
1.73%, and our allowance coverage ratio was 286.71%, significantly higher than the other

Large Commercial Banks’ average of 154.73%.

We continually optimize our comprehensive risk management system and adhere to a prudent
approach to risks. We have established a comprehensive risk management system covering credit risk,
market risk, operational risk, liquidity risk and other risks. Our business expansion is underpinned by
thorough risk assessment, and we do not engage in businesses with unfamiliar risks. We effectively
manage risks through adopting a “barbell” strategy for our loan portfolio, pursuant to which
large-sized enterprises and retail and small enterprise customers are our major target customers when
we extend loans. As of March 31, 2016, our consumer loans and our small and micro enterprise loans
accounted for 53.0% of our total loans, and our loans to large-sized enterprises accounted for 26.5%
of our total loans. The average size of our consumer loans and our small and micro enterprise loans
is small, which helps to diversify risk exposure. For our loans to large-sized enterprises, we carefully
select high-quality customers and implement strict credit risk control measures. As of March 31, 2016,
the NPL ratio of our large-sized enterprise loans was 0.01%. In recognition of our prudent risk

management, we were awarded “Best Risk Management Bank of the Year” by Financial News in 2015.

Our success in pursuing a strategy to differentiate ourselves from other commercial banks in
China is well demonstrated by our industry-leading performance. From 2013 to 2015, our total assets,
total deposits, total loans and net profit recorded a CAGR of 14.4%, 10.0%, 28.7% and 8.4%,
respectively, higher than the other Large Commercial Banks’ average of 9.6%, 6.0%, 9.5% and 3.5%,
respectively. In 2013, 2014 and 2015, our net interest margin was 2.67%, 2.92% and 2.78%,

respectively, and our net interest spread was 2.66%, 2.87% and 2.71%, respectively.

Under our operational model consisting of both directly-operated outlets and agency outlets,
agency outlets provide deposit taking services to customers under our name, for which we pay deposit
agency fees to China Post Group. During the Track Record Period, deposit agency fees were the
largest component of our operating expenses. In 2013, 2014, 2015 and for the three months ended
March 31, 2016, deposit agency fees amounted to RMB46.1 billion, RMB50.4 billion, RMB54.4
billion and RMB14.7 billion, representing 45.4%, 44.1%, 44.0% and 47.2% of our operating expenses,
respectively. For the same periods, the actual Composite Rate of the deposit agency fees was 1.44%,
1.43%, 1.42% and 1.43%, respectively. For details about the actual Composite Rate of the deposit
agency fees, see “Connected Transactions” on pages 337 to 372 of this prospectus. In 2013, 2014 and
2015, our cost-to-income ratio was 65.6%, 60.9% and 60.7%, respectively, higher than the other Large
Commercial Banks’ average of 31.0%, 30.1% and 29.2%, respectively.
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We have solid growth potential by leveraging multiple growth drivers. Our customers, including
retail customers, small and micro enterprises and Sannong customers, have outstanding growth
potential, and their demand for financial services is expected to grow continually along with China’s
economic transformation. We will grow together with our customers and continue to improve our
capability to deliver comprehensive financial services. We are still in a growth stage, with room to
improve fee- and commission-based business, loan-to-deposit ratio and cost-to-income ratio.
Moreover, compared with other Large Commercial Banks, we have the largest number of, and the most
diversified group of, strategic investors, and the multi-faceted cooperation with these investors has

provided our business development with abundant resources and strong momentum.

OUR STRENGTHS

Our strengths include:

o A leading retail bank in China with the largest distribution network and customer base;
° Serving the most promising customers during China’s economic transformation;

° Superior asset quality and prudent risk management;

° A strong deposit franchise and significant funding advantage;

° Advanced information technology capabilities providing comprehensive support for

business development;

° Strong support from our controlling shareholder and extensive cooperation with our

Strategic Investors; and

° Experienced management team and talented and motivated employees.

For details of our strengths, see “Business — Our Strengths” on pages 200 to 208 of this

prospectus.

OUR STRATEGIES

Our strategic vision is to become the most trusted and valuable first-tier large retail bank. Based
on our 505 million retail customers and 40,057 outlets, we will continually expand and develop
various high-quality financial products and services to deepen customer penetration and enhance
customer retention. Through our cooperation with a variety of institutions including China Post Group
and our Strategic Investors, we will build up a financial ecosystem serving vast retail customers in
China through cross-selling and scenario-based “Internet+” initiatives to meet their growing and

evolving financial needs and demand for non-financial value-added services.
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Our strategic goal is to achieve sustainable growth while providing a competitive return for our
Shareholders. We seek to achieve our goal through the following strategies.

° Pursue our philosophy of “One Body Two Wings” to solidify the strengths of our core
business and further develop new businesses

o Strengthen and upgrade retail banking business;

° Develop corporate banking business with synergy effects;

° Transform and innovate treasury business; and

° Accelerate growth for fee- and commission-based businesses.

° Upgrade our fundamental capabilities and achieve sustainable development

o Fully develop our distinct “online + offline” Internet financial services platform;

° Enhance cost control and improve operational efficiency;

° Continually enhance risk and capital management capabilities;

° Adhere to the “technology-led” strategy; and

° Promote talent management strategy.

For details of our strategies, see “Business — Our Strategies” on pages 208 to 214 of this
prospectus.

OPERATIONAL MODEL OF DIRECTLY-OPERATED AND AGENCY OUTLETS

Since our establishment in 2007, we have established a business model operating through both
directly-operated outlets and agency outlets upon approvals of the State Council and the CBRC.
Agency outlets are agency business institutions that provide commercial banking services entrusted by
us. We and China Post Group entered into an agency banking businesses framework agreement on
August 8, 2012, which was replaced by the new agency banking businesses framework agreement
dated September 7, 2016. Pursuant to applicable regulatory requirements and the agency banking
businesses framework agreements dated August 8, 2012 and September 7, 2016, respectively, agency
outlets provide deposits taking, financial settlement, financial agency and other services under our
name. We pay agency fees to Postal Affiliates for these services. For regulatory requirements related
to our operational model of directly-operated and agency outlets, see “Supervision and Regulation —
Industry Access Requirements — Branches and Business Network.” For details of the scope of agency
banking businesses, and pricing policies and amount of agency fees under the agency banking
businesses framework agreement dated September 7, 2016, currently effective, see “Connected
Transactions” on pages 337 to 372 of this prospectus.
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Leveraging our operational model of directly-operated outlets and agency outlets, we have a
distribution network with the largest number of outlets and the widest geographical coverage among
PRC commercial banks. As of March 31, 2016, 31,756 out of our total 40,057 outlets were agency
outlets. Through taking deposits, agency outlets provide a long-term and stable funding source for us.
As of December 31, 2013, 2014 and 2015 and March 31, 2016, personal deposits taken by our agency
outlets accounted for 72.9%, 73.1%, 73.2% and 73.6%, respectively, of our total personal deposits. For
details of our agency outlets, see “Business — Distribution Channels — Outlet Network™ on pages 253

to 256 of this prospectus.

Our branches and the Postal Affiliates also entered into separate agency agreements at various
levels, specifying the principal-agent relationship as well as the rights, responsibilities and obligations
of both parties. The Postal Affiliates directly manage the agency outlets’ daily operation at the
operating premises. We provide guidance on, inspect and supervise the business development,
institutional management, personnel management and risk management of our agency outlets, and
integrate them into our comprehensive risk management system pursuant to applicable regulatory
requirements. The Postal Affiliates shall be liable for the loss caused by legal proceedings involved
by, or mistakes made by, agency outlets, except that we are liable for the loss caused by reasons
attributable to our Bank, such as the deficiencies in our rules and procedures. The Postal Affiliates are
liable for the losses caused by fines or confiscation of illegal gains due to agency outlets’
non-compliance incidents or violations of laws. For details of risks relating to our agency outlets, see
“Risk Factors — Risks Relating to Our Business — We face risks relating to our agency outlets” on
page 45 of this prospectus. For the risk management structure and measures for our agency outlets,
see “Risk Management — Risk Management Organizational Structure — Risk Management Structure

at Our Agency Outlets” on pages 300 to 302 of this prospectus.

CONTROLLING SHAREHOLDER

As of the Latest Practicable Date, China Post Group directly held approximately 83.08% of our
issued share capital. China Post Group is our controlling shareholder under the Listing Rules.
Immediately following the completion of the Global Offering, assuming the Over-allotment Option is
not exercised, China Post Group will hold approximately 69.23% of our enlarged issued share capital
(approximately 67.50% if the Over-allotment Option is fully exercised). China Post Group is
principally engaged in domestic and international mail delivery, distribution of publications such as
newspapers, journals and books, stamp issuance, postal remittance, confidential correspondence,
postal financial business, postal express delivery, postal logistics, e-commerce, postal agency and
other businesses conducted in accordance with law. For details, see “Relationship with China Post
Group” on pages 326 to 336 of this prospectus and “Substantial Shareholders” on pages 398 to 400

of this prospectus.

In order to avoid potential competition, China Post Group has provided a non-compete
undertaking in favor of our Bank dated September 7, 2016, having undertaken that it will not be
engaged in any competing commercial banking business within or outside the PRC. For details about
the non-compete undertaking, see “Relationship with China Post Group” on pages 326 to 336 of this

prospectus.
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We have carried out certain transactions with China Post Group and its associates, including the
proposed transactions contemplated under the Trademark Licensing Agreement dated September 5,
2016, Comprehensive Services Framework Agreement dated September 6, 2016, Land Use Rights and
Properties Leasing Framework Agreement dated September 2, 2016 and Agency Banking Businesses
Framework Agreement dated September 7, 2016. These transactions will constitute continuing
connected transactions of our Bank under the Listing Rules. We have applied for, and the Hong Kong
Stock Exchange has granted us, waivers from strict compliance with certain requirements under the
Listing Rules in respect of the non-exempt continuing connected transactions. For further information
about our connected transactions, see “Connected Transactions” on pages 337 to 372 of this

prospectus.

STRATEGIC INVESTORS

In December 2015, we introduced ten Strategic Investors, namely, UBS, China Life, China
Telecom, CPPIB, Ant Financial, JPMorgan, FMPL, IFC, DBS Bank and Shenzhen Tencent. We issued
an aggregate of 11,604 million new Shares to the ten Strategic Investors that made investments in an
aggregate amount of approximately RMB45.14 billion and hold in aggregate approximately 16.92% of
our issued share capital before the completion of the Global Offering. Upon completion of the
investments by Strategic Investors, our registered capital increased to RMB68.604 billion. We have
also entered into Strategic Cooperation Agreements with Strategic Investors and/or their related
parties. For details of our Strategic Investors and our strategic cooperation with the Strategic

Investors, see “Our Strategic Investors” on pages 182 to 195 of this prospectus.

SUMMARY HISTORICAL FINANCIAL INFORMATION

You should read the summary of historical financial statements set forth below in conjunction
with our consolidated financial statements set forth in “Appendix I — Accountant’s Report” to this
prospectus, which have been prepared in accordance with IFRS, together with “Assets and Liabilities”
and “Financial Information” of this prospectus. The summary of historical consolidated income
statement data for the years ended December 31, 2013, 2014 and 2015 and for the three months ended
March 31, 2016 and the historical consolidated balance sheet data as of December 31, 2013, 2014 and
2015 and March 31, 2016 set forth below are derived from “Appendix I — Accountant’s Report” to

this prospectus.
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Summary Historical Consolidated Income Statement Data

For the year ended December 31,

For the three months

ended March 31,

2013 2014 2015 2015 2016
(unaudited)
(in millions of RMB)

Interest income ..........ooiiiiiiiiiiiiiii 242,145 281,780 300,561 75,234 72,269
Interest eXPense ....oeeeveevreenreienrinneinenannnnn. (103,172) (113,964) (121,302) (30,262) (30,569)
Net interest income................................ 138,973 167,816 179,259 44,972 41,700
Fee and commission income.................... 11,682 13,112 16,272 4,019 5,001
Fee and commission exXpense................... (5,717) (6,633) (7,600) (1,835) (2,038)
Net fee and commission income............ 5,965 6,479 8,672 2,184 2,963
Net trading gains/(10SS€s) ....c.coceuvevureennenn. (209) 128 275 (139) 563
Net gains/(losses) on investment

SECUTITICS +vvrririteiieeieeieieieieaeeneeenes (252) (1,325) 946 117 2,012
Other operating income " ..................... 757 777 1,481 296 276
Operating income ....................cooeeeeennnn. 145,234 173,875 190,633 47,430 47,514
Operating expenses @ .. ......ccccevvvinieiin.nn (101,466) (114,126) (123,610) (28,510) (31,103)
Impairment losses on assets .................... (8,674) (20,412)  (25,635) (4,8006) (2,128)
Profit before income tax........................ 35,094 39,337 41,388 14,114 14,283
Income tax eXpenses ........cooceeeeeueeeneeennnnn. (5,426) (6,770) (6,531) (2,858) (1,796)
Net profit...........ooooviiiiiiiin 29,668 32,567 34,857 11,256 12,487

(1)  Consists primarily of government subsidies income, leasing income, net exchange gain and precious metal sales income.

(2)  Consists primarily of deposit agency fees, staff costs, other general operating and administrative expenses, business tax

and surcharges, depreciation and amortization and others.

Our net interest income for the three months ended March 31, 2016 decreased compared to the

same period of 2015, primarily due to decreased average yields on loans to customers, deposits and

placements with banks and other financial institutions and fixed income investments attributable to the

consecutive interest rate cuts by the PBOC in 2015 and adequate liquidity in the interbank market. For

more details, see “Financial Information” on pages 467 to 537 of this prospectus.
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Summary Historical Consolidated Balance Sheet Data

As of
As of December 31, March 31,
2013 2014 2015 2016
(in millions of RMB)

Assets
Loans to customers, net ... oo 1,463,260 1,832,067 2,412,595 2,604,111
Investment securities and other financial

asSets, Nt P oo 1,277,441 1,580,222 2,986,667 2,909,815
Cash and deposits with central bank ................ 1,225,708 1,389,759 1,131,231 1,329,816
Deposits with banks and other financial

INSEIEULIONS ...ttt 1,044,604 730,217 324,137 194,782
Placements with banks and other financial

institutions @ ... 93,482 113,754 200,485 257,721
Financial assets held under resale agreements .. 387,187 557,523 148,868 303,954
Other assets @ 82,769 94,783 92,381 107,435

Total assets..........ccooiiiiiiiiiii 5,574,451 6,298,325 7,296,364 7,707,634
Liabilities
Customer depoSitS.....oeuuiuuiiniiniiniiiiiiiiiiiieeininnenn, 5,206,468 5,802,946 6,305,014 6,732,381
Deposits from banks and other financial

INSEIEULIONS ..ttt 25,160 40,619 91,351 196,671
Placements from banks and other financial

INSEIEULIONS ..ttt e eneaenes 12,255 18,264 70,859 75,120
Financial assets sold under repurchase

AZTEEIMENLS ..evnieniiniineineiiei et eieaeanens 75,494 115,918 394,817 275,063
Debt securities 1SSUEd ...ovvvnviriiiiiiiiiiiiiananens — — 24,973 24,974
Other liabilities @ ..ooooiiriiee e 114,027 132,669 138,519 129,621

Total liabilities ..........................oll 5,433,404 6,110,416 7,025,533 7,433,830
Equity

Share capital..........ooiviiiiiiiiiiii 47,000 57,000 68,604 68,604

Capital TeSerVe ..oovvuiiniiiiiiiiiieee e, 3,448 3,448 36,887 36,887

OthEr TESEIVES .inviriiiie i, 66,236 82,163 106,153 105,639

Retained earnings ..........ccooceveevieiieinneinneennnen. 24,363 45,298 58,804 62,296

Non-controlling interests ........c..coeevvevvennennenn. — — 383 378
Total equity .......cooovvviiiiiii e 141,047 187,909 270,831 273,804
Total equity and liabilities............................. 5,574,451 6,298,325 7,296,364 7,707,634

(1)  For ease of reference, in this prospectus, we refer to loans and advances to customers as “loans” and “loans to

customers.”
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2) Investment securities and other financial assets consist of investment classified as receivables, held-to-maturity
investments, financial assets at fair value through profit or loss and available-for-sale financial assets. Investment
securities and other financial assets are net of the related allowance for impairment losses of nil, RMB2,272 million,
RMB3,940 million and RMB3,245 million as of December 31, 2013, 2014 and 2015 and March 31, 2016, respectively.

(3) Placements with banks and other financial institutions are net of the related allowance for impairment losses of RMB933
million, RMB1,093 million, RMB1,642 million and RMB 124 million as of December 31, 2013, 2014 and 2015 and March
31, 2016, respectively.

(4)  Consists primarily of derivative financial assets, property and equipment, interest receivable, accounts receivable and
temporary payments, deferred tax assets and other assets. Other assets are net of the related allowance for impairment
losses on accounts receivable and temporary payments of RMB413 million, RMB447 million, RMB231 million and
RMB246 million as of December 31, 2013, 2014 and 2015 and March 31, 2016, respectively.

(5)  Consists of financial liabilities at fair value through profit or loss, derivative financial liabilities, interest payable,

payables for agency services, employee benefit payable, taxes payable and other liabilities.

The following table sets forth, as of the dates indicated, our loans to customers by business line
and by product type.

As of December 31, As of March 31,

2013 2014 2015 2016

% of % of % of % of
Amount total Amount total Amount total Amount total

(in millions of RMB, except percentages)

Corporate loans

Working capital loans..........cc........... 204,551 13.7% 241,022 12.8% 329,816 13.4% 343,510 12.9%
Fixed asset loans ............c.coeeveneinnnnn. 488,095 32.7 510,238 27.2 551,483 22.3 562,272 21.1
Trade finance loans ...........ccccoeeevunnne. 14,950 1.0 51,978 2.8 98,750 4.0 121,733 4.6
Others™ 1,222 0.1 1,078 0.1 931 0.0 889 0.0
Subtotal......ccooveiiiiiieiiie 708,818 47.5 804,316 42.9 980,980 39.7 1,028,404 38.6
Discounted bills............................... 50,609 3.4 108,366 5.8 268,303 10.9 339,267 12.7
Personal loans
Consumer loans:
Residential mortgage loans........... 297,846 19.9 402,668 21.4 577,256 23.3 640,359 24.0
Other consumer loans 55,053 3.7 108,247 5.8 159,683 6.5 169,949 6.4
Personal business loans . 237,486 15.9 286,971 15.3 304,930 12.3 303,460 11.4
Micro 10ans ......coeevvveeiiiiiieeiiiieeeiiis 123,719 8.3 134,477 7.2 136,207 5.5 138,876 5.2
Credit card overdrafts and others...... 19,074 1.3 30,703 1.6 44,494 1.8 45,439 1.7
Subtotal......coovveiiiiiieiiiiieeee, 733,178 49.1 963,066 51.3 1,222,570 49.4 1,298,083 48.7
Total loans to customers............. 1,492,605 100.0% 1,875,748 100.0% 2,471,853 100.0% 2,665,754 100.0%

(1) Consists of a loan asset portfolio we purchased from a PRC commercial bank in 2010.
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The following table sets forth, as of the dates indicated, the distribution of our corporate loans

by industry.

As of December 31,

As of March 31,

2013 2014 2015 2016
% of % of % of % of
Amount total Amount total Amount total Amount total
(in millions of RMB, except percentages)
Transportation, storage and postal
SEIVICES ceevvviiiiieeeeiiiiiiie e eeeeeeines 337,320 47.6% 345,867 43.0% 356,956 36.4% 361,480 35.1%
Manufacturing ........cooeeevvvueerneeerennnnn. 98,732 13.9 117,350 14.6 152,310 15.5 162,236 15.8
Production and supply of electricity,
gas and Water ..........ooeuueeeeeeeeennnnn. 101,758 14.4 106,866 13.3 134,484 13.7 136,123 13.2
Financial services.......cccccceeeveeeeennnnn. 4,848 0.7 44,604 5.5 86,576 8.8 109,191 10.6
Wholesale and retail ...............ccceeee 49,580 7.0 50,611 6.3 58,722 6.0 59,178 5.8
COonStruction ......eeeeeeeeiieiiiiiiinneeeeennnn. 15,133 2.1 27,532 3.4 40,255 4.1 45,294 4.4
Real estate.........uuevveeeiiiiiiiiiinniiieinnnn, 20,064 2.8 27,297 3.4 41,113 4.2 40,936 4.0
MININE..eeeeeeiiiii e 22,953 3.2 25,756 3.2 41,712 4.3 39,035 3.8
Management of water conservancy,
environment and public facilities.. 42,944 6.1 35,738 4.4 31,727 3.2 32,485 3.2
Leasing and commercial services...... 2,486 0.4 2,935 0.4 10,974 1.1 12,254 1.2
Agriculture, forestry, animal
husbandry and fishery .................. 4,329 0.6 7,194 0.9 9,276 0.9 9,123 0.9
Information transmission, computer
services and software 1,914 0.3 3,659 0.5 4,479 0.5 6,349 0.6
Hotels and catering............ccccoeeeeennnnes 3,928 0.6 3,918 0.5 3,481 0.4 3,550 0.3
Residential services and other
SETVICES ceeeriiiiiieeeeeeiiiiiieeeeeeeeeenenn 1,469 0.2 2,134 0.3 2,043 0.2 1,966 0.2
Culture, sports and entertainment...... 654 0.0 1,469 0.2 1,701 0.2 1,735 0.2
Others™ ..o 706 0.1 1,386 0.1 5,171 0.5 7,469 0.7
Total corporate loans.................. 708,818 100.0% 804,316 100.0% 980,980 100.0% 1,028,404 100.0%

(1)  Consists primarily of public administration and social organizations, education, scientific studies and technology

services, and health, social security and social welfare.

For details about our loan portfolio and asset quality, see “Assets and Liabilities” on pages 413

to 466 of this prospectus. For details of our off-balance sheet commitments, see “Financial

Information — Off-balance Sheet Commitments” on pages 522 to 523 of this prospectus.

10 —
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Selected Financial Ratios

The following table sets forth selected financial ratios for the periods indicated.

For the year ended December 31,

For the three months

ended March 31,

2013 2014 2015 2015 2016
(unaudited)

Profitability indicators
Return on average total assets ‘" .. ... 0.57% 0.55% 0.51% 0.71% 0.67%
Return on average net assets (V3 .. 23.19% 19.80% 15.20%  23.63% 18.44%
Net interest spread V™ ... 2.66% 2.87% 2.71% 2.86% 2.36%
Net interest margin V™ ... 2.67% 2.92% 2.78% 2.92% 2.35%
Net fee and commission income to

operating iNnCoOME .....c..veevnernienniennennnenn. 4.11% 3.73% 4.55% 4.60% 6.24%
Cost-to-income ratio @ ........cocooiinn. 65.6% 60.9% 60.7% 56.1% 61.1%

(D
(2)

(3)

(4)

(5)
(6)

On an annualized basis with respect to the data for the three months ended March 31, 2015 and 2016.

Represents net profit for the period as a percentage of average balance of total assets at the beginning and the end of

the period.

Represents net profit for the period as a percentage of average balance of total equity at the beginning and the end of

the period.

Calculated as the difference between the average yield on interest-earning assets and the average cost of interest-bearing

liabilities.

Calculated by dividing net interest income by the daily average balance of interest-earning assets.

Calculated by dividing total operating expenses (excluding business tax and surcharges) by operating income.

Our net interest spread and net interest margin on an annualized basis decreased from 2014 to

the first quarter of 2016, primarily due to decreased average yields on our loans and advances to

customers and deposits and placements with banks and other financial institutions, which reflected the

consecutive cuts in benchmark interest rates by the PBOC since November 2014 and adequate market

liquidity. For more details, see “Financial Information — Results of Operations for the Three Months
Ended March 31, 2015 and 2016 on pages 474 to 492 of this prospectus and “Financial Information
— Results of Operations for the Years ended December 31, 2013, 2014 and 2015” on pages 492 to 512

of this prospectus.
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The following table sets forth, as of the dates indicated, information relating to certain regulatory

indicators, calculated in accordance with the requirements of the PRC banking regulatory authorities

and applicable accounting standards.

Regulatory
requirement
applicable
as of As of
December As of December 31, March 31,
31, 2015 2013 2014 2015 2016
Capital adequacy indicators
Core tier-1 capital adequacy ratio " ....... >6.3% 7.72% 8.44% 8.53% 8.35%
Tier-1 capital adequacy ratio ® .............. >7.3% 7.72% 8.44% 8.53% 8.35%
Capital adequacy ratio ¥ ....................... >9.3% 8.84% 9.56%  10.46% 10.26%
Total equity to total assets .......cc....c.o..c... — 2.53% 2.98% 3.71% 3.55%
Asset quality indicators
Non-performing loan ratio “................. <5% 0.51% 0.64% 0.80% 0.81%
Allowance coverage ratio @ ................... >150%  382.94% 364.10% 298.15% 286.71%
Allowance to gross loans ... >2.5% 1.97% 2.33% 2.40% 2.31%
Other indicators
Loan-to-deposit ratio 7 ......................... — 28.67%  32.32%  39.20%  39.60%
(1)  Calculated by dividing core tier-1 capital, net of core tier-1 capital deductions, by risk-weighted assets. PRC commercial

2)

(3)

(4)
(5)

banks (other than systemically important banks) are required to maintain a core tier-1 capital adequacy ratio no lower
than 5.5%, 5.9% and 6.3% as of December 31, 2013, 2014 and 2015, respectively. For the components of core tier-1
capital, core tier-1 capital deductions and risk-weighted assets under the Capital Administrative Measures (Provisional),
see “Supervision and Regulation — Supervision over Capital Adequacy — Latest CBRC Supervisory Standards over

Capital Adequacy Level” and “Financial Information — Capital Resources — Capital Adequacy.”

Calculated by dividing tier-1 capital, net of tier-1 capital deductions, by risk-weighted assets. PRC commercial banks
(other than systemically important banks) are required to maintain a tier-1 capital adequacy ratio no lower than 6.5%,
6.9% and 7.3% as of December 31, 2013, 2014 and 2015, respectively. For the components of tier-1 capital, tier-1 capital
deductions and risk-weighted assets under the Capital Administrative Measures (Provisional), see “Supervision and
Regulation — Supervision over Capital Adequacy — Latest CBRC Supervisory Standards over Capital Adequacy Level”

and “Financial Information — Capital Resources — Capital Adequacy.”

Calculated by dividing total capital, net of capital deductions, by risk-weighted assets. PRC commercial banks (other
than systemically important banks) are required to maintain a capital adequacy ratio no lower than 8.5%, 8.9% and 9.3%
as of December 31, 2013, 2014 and 2015, respectively. For the components of total capital, capital deductions and
risk-weighted assets under the Capital Administrative Measures (Provisional), see “Supervision and Regulation —
Supervision over Capital Adequacy — Latest CBRC Supervisory Standards over Capital Adequacy Level” and “Financial

Information — Capital Resources — Capital Adequacy.”
Calculated by dividing total NPLs by the gross loans to customers.

Calculated by dividing total allowance for impairment losses on loans by total NPLs.
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(6)

(7

Calculated by dividing total allowance for impairment losses on loans by gross loans to customers. PRC commercial
banks (other than systemically important banks) should meet the minimum requirement of 2.5% by the end of 2016, and
if any bank cannot do so, it should formulate its plan for measures to be taken to comply with the requirement and report
to the CBRC. PRC commercial banks are required to meet this requirement no later than the end of 2018. We strictly
comply with regulatory requirements, as well as our policies regarding provision of impairment allowance and
accounting policies when we make impairment allowance for NPLs. As of December 31, 2013, 2014 and 2015 and March
31, 2016, our allowance coverage ratio was higher than the minimum regulatory requirement of 150%, but our allowance
to gross loan ratio was lower than 2.5% because our NPL ratio was relatively low. We plan to increase our allowance

to gross loan ratio gradually from 2016 to 2018 to meet the 2.5% requirement by the end of 2018.

Calculated by dividing total loans to customers by total customer deposits. Prior to October 1, 2015, PRC commercial
banks were required to maintain a loan-to-deposit ratio no higher than 75%. On August 29, 2015, the Standing Committee
of the NPC promulgated the Decision of the Standing Committee of the National People’s Congress on Amending the
PRC Commercial Banking Law* ({2 ANRMAQFEREGHE R B GRIMNME <2 A RILM B R ERATESIPE)),
pursuant to which, effective from October 1, 2015, the maximum loan-to-deposit ratio of 75% required under the PRC

Commercial Banking Law was revoked.

Our NPL ratio increased from December 31, 2013 to March 31, 2016, primarily reflecting the

adverse impact of the slowdown in growth of China’s economy on the repayment ability of certain

small and micro enterprises and retail customers, and such changes were in line with the trend of the

PRC banking industry. For more details, see “Assets and Liabilities — Assets — Asset Quality of Our

Loan Portfolio” on pages 427 to 444 of this prospectus.

OFFERING STATISTICS

The Global Offering comprises:

(i) the Hong Kong Public Offering of 605,330,000 H Shares (subject to adjustment) in Hong
Kong as described in “Structure of the Global Offering — The Hong Kong Public
Offering;” and

(ii) the International Offering of 11,501,258,000 H Shares (subject to adjustment and the
Over-allotment Option) to be offered to (i) in the United States to qualified institutional
buyers in reliance on Rule 144A or another exemption from, or in transaction not subject
to, the registration requirements of the U.S. Securities Act, and (ii) outside the United
States in reliance on Regulation S. At any time from the date of the International
Underwriting Agreement until 30 days after the last day for the lodging of applications in
the Hong Kong Public Offering, the Joint Representatives, as representatives of the
International Underwriters, have an option to require our Bank to issue and allot up to an
aggregate of 1,815,988,000 additional H Shares, representing approximately 15% of the
initial number of Offer Shares to be offered in the Global Offering, at the Offer Price to

cover, among other things, over-allocation, if any, in the International Offering.
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The statistics in the following table are based on the assumptions that: (i) the Global Offering
has been completed and 12,106,588,000 H Shares have been issued in the Global Offering, (ii) the
Over-allotment Option has not been exercised, and (iii) 80,710,588,000 Shares are issued and
outstanding after the completion of the Global Offering.

Based on minimum Based on maximum
indicative Offer Price of indicative Offer Price of
HK$4.68 HK$5.18
Market capitalization of our Shares................ HK$377,726 million HK$418,081 million
Unaudited pro forma adjusted net tangible
assets per Share™™. ... HK$4.60 HK$4.69

(1)  The unaudited pro forma adjusted consolidated net tangible assets per Share attributable to equity holders of our
Bank is calculated with the adjustments referred to in “Appendix III — Unaudited Pro Forma Financial
Information — A. Unaudited Pro Forma Statement of Adjusted Net Tangible Assets.”

FUTURE PLANS AND USE OF PROCEEDS

We intend to use the net proceeds from the Global Offering (after deduction of underwriting
commissions and estimated expenses payable by us in relation to the Global Offering) to strengthen
our capital base to support the ongoing growth of our business. For details of our proposed use of
proceeds from the Global Offering, see “Future Plans and Use of Proceeds” on page 538 of this
prospectus.

REGULATION ON INTERBANK BUSINESS

On April 24, 2014, the PBOC, CBRC, CSRC, CIRC and SAFE jointly issued the Circular on
Regulating Interbank Businesses of Financial Institutions® (7B %0 4 ml b RS (7] & S5 09 4 D)
(“Circular 1277), which sets out certain requirements in connection with regulating interbank
businesses of financial institutions. Among others, Circular 127 (i) defines and regulates interbank
investment and financing businesses, including interbank lending, interbank deposits, interbank
borrowing, interbank financing agency services, financial assets held under resale agreements and
financial assets sold under repurchase agreements, requiring financial institutions to manage their
interbank businesses based on the type of business; (ii) requires financial institutions engaging in
transactions of financial assets held under resale agreements and financial assets sold under
repurchase agreements and interbank investments not to accept or provide any direct or indirect,
explicit or implicit credit guarantee from or for any third-party financial institutions, except as
otherwise permitted by the central government; and (iii) requires financial institutions engaging in
interbank businesses to establish a sound risk management system and internal control system and
adopt correct accounting rules. For details of Circular 127, see “Supervision and Regulation —
Regulation on Major Business of Commercial Banks — Interbank Business” on pages 141 to 142 of
this prospectus.

We adjusted our product and business structure according to the requirements under Circular 127
and all of our interbank businesses are in compliance with the relevant rules under Circular 127. Since

— 14 —



SUMMARY

Circular 127 came into force, we no longer accept or provide any credit guarantees that are in violation
of Circular 127 from or to third-party financial institutions in our interbank investment business.
During the Track Record Period, all the investment principal and returns on our interbank investments
were paid to us when due without any default. For details about our interbank businesses, see

“Business — Treasury Business — Financial Market Business” on pages 236 to 247 of this prospectus.

DIVIDEND POLICY

In 2013, 2014, 2015 and for the three months ended March 31, 2016, we distributed total cash
dividends of RMB2.0 billion, nil, nil and RMBS5.0 billion, respectively.

In March 2016, we determined that cash dividends of RMB9.0 billion were payable to China Post
Group out of the distributable profit for the period from January 1, 2015 to December 17, 2015, the
closing date of the capital injection by the Strategic Investors. As of the Latest Practicable Date, we
had fully paid such cash dividends of RMB9.0 billion to China Post Group. Dividends paid in the past
may not be indicative of future dividend payments. We cannot guarantee whether and when we will
pay dividends in the future.

As approved by our Shareholders’ general meeting, our existing and new Shareholders will be

entitled to our accumulated undistributed profits prior to the Global Offering.

Our Board of Directors is responsible for submitting proposals in respect of dividend payments,
if any, to the Shareholders’ general meeting for approval. The determination of whether to pay
dividends and the amount of such dividends is based on our results of operations, cash flows, financial
condition, capital adequacy ratios, future business prospects, statutory and regulatory restrictions on
the payment of dividends by us, and other factors that our Board of Directors considers relevant.
Under the PRC Company Law and our Articles of Association, all of our Shareholders holding the
same class of shares have equal rights to dividends and other distributions proportionate to their
shareholding.

When we formulate dividend policies, we attach importance to providing reasonable returns for
our investors and keeping continuous and stable dividend policies, and meanwhile we consider our
long-term benefit, overall benefits of our Shareholders and our own long-term sustainable
development. We distribute dividends primarily in the form of cash. We may make interim dividend
distribution when certain criteria are met. Under PRC laws and our Articles of Association, we may
only pay dividends out of our distributable profit. Except for special circumstances, we shall distribute
not less than 10% of the net profit attributable to our Shareholders as cash dividends to Shareholders
of our ordinary shares in any fiscal year. The special circumstances under which we may decide not
to distribute cash dividend include that (i) we are subject to restrictions on dividend distribution under
applicable laws, regulations and regulatory requirements, or (ii) distribution of cash dividend could
affect the long-term benefit of our Shareholders. Our Board of Directors can propose to distribute
share dividends and submit for Shareholders meeting’s approval when we maintain regular operations
and our Board of Directors considers our stock prices do not match the size of our share capital and
issuing additional shares as dividends is in line with overall benefit of our Shareholders.

— 15 —
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For details of our dividend policy, see “Financial Information — Dividend Policy” on pages 533

to 534 of this prospectus.

RISK FACTORS

There are risks associated with any investment. A number of risks and uncertainties are
associated with investment in our Shares, including but are not limited to the following:

° If we are unable to effectively maintain the quality of our loan portfolio, our business,

financial condition and results of operations may be materially and adversely affected;

° We are exposed to risks arising from our loans to SMEs;
° We are exposed to risks relating to personal loans;
° If the growth of our customer deposits significantly slows down, or if our customer deposits

decrease, our business and liquidity could be materially and adversely affected;

° If there are significant changes to the scale of our outlets, our competitiveness and results
of operations could be adversely affected;

° We are exposed to risks relating to our investments in special purpose vehicles;

° We may be unable to meet capital adequacy requirements in the future;

° Our current risk management and internal control system may not be sufficient to protect

us against credit, market, liquidity, operational and other risks;

° We may be unable to effectively detect and prevent our employees, staff of our agency
outlets, our customers or any other third parties from engaging in illegal activities or other

misconduct;

° We face intensifying competition from other banks and financial institutions in the PRC
banking industry, as well as competition from alternative investment and financing

channels; and

° We are subject to risk relating to changes in interest rates and other market risks, and our
ability to hedge market risks is limited.

For details of risks associated with the investment in our Shares, see “Risk Factors” on pages 38
to 71 of this prospectus. You should read all the information in that section carefully before you decide

to invest in our Shares.

— 16 —
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RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Since March 31, 2016, China’s economy has maintained overall stable development. According
to the NBS, China’s GDP increased by 6.7% in the second quarter of 2016 compared to the same
period of 2015, same as the growth rate in the first quarter of 2016, but such growth rate was the
lowest quarterly growth since 2011. The slowdown in economic growth of China and specific
industries may affect, to certain extent, results of operations and financial condition of the PRC
commercial banks. For details of relevant risks, see “Risk Factors — Risks Relating to the PRC — The
PRC economic, political and social conditions and government policies may affect our business,
financial condition, results of operations and prospects” on pages 63 to 64 of this prospectus.

Since the PBOC reformed the quotation mechanism for determining the mid-point price of
Renminbi to the U.S. dollar on August 11, 2015, Renminbi has gradually depreciated against the U.S.
dollar with fluctuations in exchange rates. On June 30, 2016, Renminbi depreciated against the U.S.
dollar by approximately 3.0% compared to the exchange rate on March 31, 2016. As of the same date,
0.6% of our assets and 0.2% of our liabilities were denominated in foreign currencies. We believe that
such changes in the exchange rate and depreciation of Renminbi against the U.S. dollar would not have
a material impact on our results of operations and financial condition. For details of our risk
management and control measures on exchange rate risk, see “Risk Management — Market Risk
Management — Market Risk Management of Banking Book — Exchange Rate Risk Management” on
page 318 of this prospectus.

In recent years, certain PRC commercial banks were involved in risk incidents with significant
amounts in relation to their discounted bills business. On April 26, 2016, the PBOC and CBRC jointly
issued the Circular on Strengthening Regulations on Bills Business and Promoting the Healthy
Development of the Bills Market* (CBH A N8 5245 35 05 B 8 A A S 958 7 35 (R e 35 e 0 2di ) )
(“Circular 1267). Circular 126 requires commercial banks to (i) enhance internal control and
management of bills business, (ii) consistently conduct the background check of underlying
transactions, (iii) supervise the operational process for bills business, and (iv) conduct inspections on
risks related to bills business. Branches of the PBOC and CBRC also strengthened on-site and off-site
inspections on bills business of commercial banks. We completed self-inspection in May and June
2016 and reported our results to the PBOC and CBRC in July 2016. We are not aware of any material
issue or risk incident during our self-inspection and we believe the issues identified during our
self-inspection would not materially affect our business, results of operations and financial condition.

Based on our unaudited management accounts, our net interest income decreased by 6.9% to
RMB&1.6 billion for the six months ended June 30, 2016 from RMBS&7.7 billion for the same period
of 2015, primarily reflecting that (i) the PBOC consecutively reduced the benchmark interest rates in
2015 and we offered higher deposit interest rates than benchmark rates in response to the market
competition, and (ii) under the new value-added tax regime effective May 1, 2016, value-added tax
payables are deducted from our net interest income whereas, under the business tax regime in effect
in 2015, business taxes were not deducted from our net interest income. Our net interest spread
decreased to 2.34% for the six months ended June 30, 2016 from 2.74% for the same period of 2015,
primarily due to (i) the consecutive reductions in the benchmark interest rates by the PBOC and the
higher deposit interest rates than benchmark rates we offered in response to the market competition,
and (ii) the above-mentioned effect of the transition from the business tax regime to the value-added
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tax regime. Our net interest margin decreased to 2.30% for the six months ended June 30, 2016 from
2.81% for the same period of 2015, primarily because our net interest income decreased whereas the
average balance of our interest-earning assets continued to grow. As of June 30, 2016, our total assets
amounted to RMB7,974.5 billion, representing an increase of 9.3% from RMB7,296.4 billion as of
December 31, 2015, primarily reflecting that (i) our loan portfolio continued to grow in line with our
overall business growth, (ii) our investment portfolio continued to grow primarily attributable to our
increased investments in commercial bank wealth management products with a short term, bonds and
money market funds and (iii) our deposits with central bank and amounts due from banks and other
financial institutions increased in line with our increased deposits from customers. Our
non-performing loan ratio decreased from 0.80% as of December 31, 2015 to 0.78% as of June 30,
2016, primarily due to our strengthened risk management for loans and increased collection and
disposal of non-performing loans. The unaudited financial information as of and for the six months
ended June 30, 2016 was extracted from our unaudited interim financial information as of and for the
six months ended June 30, 2016 which has been reviewed by our reporting accountant in accordance
with International Standard on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the International Auditing and
Assurance Standards Board.

In June and September 2016, the CBRC and the PBOC, respectively, approved that we may issue
tier-2 capital bonds in an aggregate principal amount of up to RMB50.0 billion. The proceeds to be
raised from this issuance of bonds will be used to replenish our capital base. As of the date of this
prospectus, we have not issued such bonds. Other than the foregoing tier-2 capital bonds to be issued,

we currently do not have any other financing plans.

Except as disclosed above, our Directors have confirmed that, since March 31, 2016 and up to
the date of this prospectus, there has been no material adverse change in our financial or trading

position.

LISTING EXPENSES

We will incur listing expenses in connection with the Listing, which include professional fees,
underwriting commissions and other fees. Assuming an Offer Price of HK$4.93 per H Share, being the
mid-point of the range of the Offer Price as stated in this prospectus, the listing expenses to be borne
by us are estimated to be RMB888.73 million. Listing expenses of approximately RMB26.21 million
had been incurred as of March 31, 2016. Listing expenses of approximately RMB862.52 million are
expected to be incurred after March 31, 2016, of which RMB23.48 million is expected to be charged
to our consolidated statements of comprehensive income and RMB839.04 million is expected to be

accounted for as a deduction from equity.

The listing expenses above are the latest practicable estimate for reference only and the actual
amount may differ from this estimate. Our Directors do not expect such expenses to have a material

adverse impact on our financial results for the year ending December 31, 2016.
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DEFINITIONS AND CONVENTIONS

In this prospectus, unless the context otherwise requires, the following terms shall have the

meanings set out below.

“agency banking businesses
framework agreement”

“agency outlets”

“Ant Financial”

“Application Form(s)”

“Articles of Association” or
“Articles”

“ATM(S)”

99 < EL)

“Bank,” “Company,” “we,
“us’” or “PSBC”

“Banking Ordinance”

“Basel Accords”

“Basel Committee”

the agency banking businesses framework agreement entered
into between China Post Group and us on August 8, 2012 in
relation to the entrustment by us to conduct part of our
commercial banking businesses through agency outlets, or the
agency banking businesses framework agreement we and
China Post Group entered into on September 7, 2016 to
replace the agency banking businesses framework agreement
dated August 8, 2012, as the case may be

agency business institutions that have obtained financial
licenses from the banking regulatory authorities and provide
commercial banking services entrusted by us

Ant Financial (formerly known as Zhejiang Alibaba
E-Commerce Co., Ltd.* (#i7LFTH E B 75 A BRA R)),
a company established in the PRC on October 19, 2000,
provides payment services through its subsidiary Alipay.com
Co., Ltd.* (ZAfTE (FE) H#HEFMARAF) since 2004,

and one of our Shareholders

WHITE, YELLOW and GREEN application form(s) or,
where the context so requires, any of them

our articles of association adopted by our Shareholders at the
2015 annual general meeting held on May 31, 2016 and
approved by the CBRC on June 24, 2016, which will become
effective upon the Listing, as amended, supplemented or
otherwise modified from time to time

automated teller machine(s)

Postal Savings Bank of China Co., Ltd., a joint stock limited
liability company established in the PRC in accordance with
PRC laws, and, where the context so requires, includes its
predecessors, branches and sub-branches, directly-operated
outlets and agency outlets (to the extent of agency outlets’
operations, risk management and licenses in relation to
agency banking businesses they conduct) and subsidiary

the Banking Ordinance, Chapter 155 of the Laws of Hong
Kong, as amended, supplemented or otherwise modified from
time to time

Basel I, Basel II and Basel III, collectively

the Basel Committee on Banking Supervision
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“Basel I”
“Basel I1”
“Basel III”

“Big Four”

“Board” or “Board of Directors”
“CAGR”

“Capital Adequacy Measures”

“Capital Administrative Measures
(Provisional)”

“CBRC”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

the Basel Capital Accord promulgated in 1988
the Basel Capital Accord promulgated in June 2004
the Basel Capital Accord promulgated in December 2010

Agricultural Bank of China, Bank of China, China
Construction Bank, and Industrial and Commercial Bank of
China and, where the context so requires, their respective
predecessors

our board of Directors
compound annual growth rate

the Measures on the Administration of Capital Adequacy
Ratios of Commercial Banks* (724047 &R 76 & 545 P ¥
%) promulgated by the CBRC on February 23, 2004, effective
on March 1, 2004 and amended on July 3, 2007, which was
later replaced by the Capital Administrative Measures
(Provisional) on January 1, 2013

the Administrative Measures for the Capital of Commercial
Banks (Provisional)* (P ESRAT E AR JE AR (GRlAT))
promulgated by the CBRC on June 7, 2012 and effective on
January 1, 2013, as amended, supplemented or otherwise
modified from time to time; also referred to as New Capital
Accord in this prospectus

China Banking Regulatory Commission

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

the People’s Republic of China, but for the purpose of this
prospectus only and, unless the context otherwise requires,
excluding Hong Kong, Macau and Taiwan
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“China Life”

“China Post Group”

“China Telecom”

“CIRC”

“city commercial banks”

“Classification Standards of

Small and Medium Enterprises”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Core Indicators (Provisional)”

China Life Insurance Company Limited, a company
established in the PRC on June 30, 2003, and one of our
Shareholders

China Post Group Corporation® (H'[E B ESE H /A F]), an
enterprise owned by the whole people established in the PRC
on October 4, 1995, and our controlling shareholder

China Telecommunications Corporation, an enterprise owned
by the whole people established in the PRC on April 27, 1995,
and one of our Shareholders

China Insurance Regulatory Commission

banks with branches at municipal or higher levels established
with the approval of the CBRC and other regulatory
authorities from predecessor urban credit cooperatives
pursuant to the PRC Company Law and the PRC Commercial
Banking Law

the Classification Standards of Small and Medium
Enterprises® ("1 /] ZEH| BIAE ¥R 7E ) jointly promulgated by
the MIIT, NBS, NDRC and MOF on June 18, 2011, which
classifies SMEs in 16 industries into medium, small and
micro enterprises with consideration of the nature of the
industry in terms of number of employees, revenue and total
assets

the Companies Ordinance, Chapter 622 of the Laws of Hong
Kong, as amended, supplemented or otherwise modified from
time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, Chapter 32 of the Laws of Hong Kong, as
amended, supplemented or otherwise modified from time to
time

the Core Indicators for the Risk Management of Commercial
Banks (Provisional)* (P 28R 17 JEU B B 4 O 8 BE (RU1T)), as
promulgated by the CBRC on December 31, 2005 and
effective on January 1, 2006, as amended, supplemented or
otherwise modified from time to time



DEFINITIONS AND CONVENTIONS

“County Area” or “County Areas”

“County Area Banking Business”

s

or “Sannong Finance Services’

“CPPIB”

“CSRC”

“DBS Bank”

“directly-operated outlets”
“Director(s)”

“Domestic Shares”

“Euro” or “EUR”

“foreign banking institutions”

“Foreign Shares”

“FMPL”

“GDP”

“GFA”

areas designated as counties or county-level cities under
China’s administrative division system. As an administrative
division unit, a county or county-level city is generally
directly below and under the direct supervision of its
corresponding municipal-level or provincial-level
government. County Areas include more economically
developed county centers, towns and the vast rural areas
within their administrative jurisdictions. As of December 31,
2014, County Areas accounted for 93.8% of the total area and
74.6% of the total population of China. In 2014, County Areas
accounted for 57.2% of the total GDP of China

a broad range of financial products and services commercial
banks provide to customers in County Areas through business
outlets located in County Areas

Canada Pension Plan Investment Board, a company
established in Canada on December 18, 1997 in accordance
with the Canada Pension Plan Investment Board Act, and one
of our Shareholders

China Securities Regulatory Commission

DBS Bank Ltd., a company established in Singapore on July
16, 1968, and one of our Shareholders

outlets owned and directly operated by us
our director(s)

ordinary shares we issued with a nominal value of RMB1.00
each, which are subscribed for in Renminbi

the lawful currency of the eurozone

representative offices and branches of foreign-owned and
joint-venture banks and locally-established subsidiaries of
foreign banks

ordinary shares we issued with a nominal value of RMB1.00
each, which are subscribed for in a currency other than
Renminbi

Fullerton Management Pte Ltd, a company established in
Singapore on November 8, 1994, being a wholly-owned
subsidiary of Temasek, and one of our Shareholders

gross domestic product

gross floor area



DEFINITIONS AND CONVENTIONS

“Global Offering”

“Green Application Form(s)”

“GIZ”

“Groupn

“Guidelines on the Corporate
Governance”

“H Shares”

“H Share Registrar”

“HK$” or “HKD” or “Hong Kong
dollars”

“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong listed PRC
commercial banks”

the Hong Kong Public Offering and the International Offering

the application form(s) to be completed by the White Form
eIPO Service Provider, Computershare Hong Kong Investor
Services Limited

Deutsche Gesellschaft fiir Technische Zusammenarbeit (GTZ)
GmbH, a Germany-based company established in 1975, and
merged with other companies as Deutsche Gesellschaft fiir
Internationale Zusammenarbeit (GIZ) GmbH in 2010

our Bank and our subsidiary

the Guidelines on Corporate Governance of Commercial
Banks* (P ZEITAAGIIES]), as promulgated by the
CBRC on July 19, 2013 and effective as of the same date

overseas-listed Shares in our share capital, with a nominal
value of RMB1.00 each, which are to be subscribed for and
traded in Hong Kong dollars and for which an application has
been made for listing and permission to trade on the Hong
Kong Stock Exchange

Computershare Hong Kong Investor Services Limited

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

Hong Kong Special Administrative Region of the PRC

the PRC commercial banks listed on the Hong Kong Stock
Exchange as of the Latest Practicable Date, including the Big
Four, Bank of Communications, China Merchants Bank,
China CITIC Bank, China Minsheng Bank, Chongqing Rural
Commercial Bank, Huishang Bank, Bank of Chongqing,
China Everbright Bank, Harbin Bank, Shengjing Bank, Bank
of Jinzhou, Bank of Qingdao, Bank of Zhengzhou, Zheshang
Bank and Bank of Tianjin; this prospectus contains data and
statistics relating to these banks to the extent available in the
publicly available sources as of the date of this prospectus
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“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange”

“Hong Kong Underwriters”
“Hong Kong Underwriting

Agreement”

“Huijin”

“IFC”

“IFRS”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

H Shares offered pursuant to the Hong Kong Public Offering,
subject to adjustment as described in “Structure of the Global
Offering”

the offer for subscription of the Hong Kong Offer Shares
(subject to adjustment) by the public in Hong Kong at the
Offer Price and on, and subject to, the terms and conditions of
this prospectus and the Application Forms, as further
described in “Structure of the Global Offering — The Hong
Kong Public Offering”

The Stock Exchange of Hong Kong Limited

the underwriters of the Hong Kong Public Offering set out in
“Underwriting — Hong Kong Underwriters”

the Hong Kong underwriting agreement dated September 13,
2016 which was entered into among, the Bank, the Joint
Representatives and the Hong Kong Underwriters relating to
the Hong Kong Public Offering

Central Huijin Investment Ltd.

International  Finance  Corporation, an international
organization established by the Articles of Agreement among
its member countries including the PRC, and one of our
Shareholders

International Financial Reporting Standards, the related
amendments and interpretations issued by the International
Accounting Standards Board

a person or entity, as far as the Directors are aware after
having made all reasonable enquiries, is not a connected
person of our Bank within the meaning of the Listing Rules

H Shares offered pursuant to the International Offering
together, where relevant, with any H Shares that may be
issued or offered pursuant to any exercise of the
Over-allotment Option, subject to adjustment as described in
“Structure of the Global Offering”

the conditional placement by the International Underwriters
of the International Offer Shares, as further described in
“Structure of the Global Offering”
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“International Underwriting
Agreement”

“International Underwriters”

“Joint Global Coordinators”

“Joint Bookrunners”

the international underwriting agreement relating to the
International Offering, which is expected to be entered into
among the Bank, the Joint Representatives and the
International Underwriters, as further described in “Structure
of the Global Offering — the Global Offering”

the group of underwriters who are expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

China International Capital Corporation Hong Kong
Securities Limited, UBS AG Hong Kong Branch, Merrill
Lynch International, J.P. Morgan Securities (Asia Pacific)
Limited, Morgan Stanley Asia Limited, Goldman Sachs (Asia)
L.L.C., DBS Asia Capital Limited, China Merchants
Securities (HK) Co., Ltd., The Hongkong and Shanghai
Banking Corporation Limited and Citigroup Global Markets
Asia Limited

China International Capital Corporation Hong Kong
Securities Limited, UBS AG Hong Kong Branch, Merrill
Lynch International, J.P. Morgan Securities (Asia Pacific)
Limited (in relation to the Hong Kong Public Offering only),
J.P. Morgan Securities plc (in relation to the International
Offering only), Morgan Stanley Asia Limited (in relation to
the Hong Kong Public Offering only), Morgan Stanley & Co.
International plc (in relation to the International Offering
only), Goldman Sachs (Asia) L.L.C., DBS Asia Capital
Limited, China Merchants Securities (HK) Co., Ltd., The
Hongkong and Shanghai Banking Corporation Limited,
Citigroup Global Markets Asia Limited (in relation to the
Hong Kong Offering only), Citigroup Global Markets Limited
(in relation to the International Offering only), BOCOM
International Securities Limited, CCB International Capital
Limited, ICBC International Capital Limited, BOCI Asia
Limited, Haitong International Securities Company Limited,
ABCI Capital Limited, CMB International Capital Limited,
First Capital Securities Limited, Sun Hung Kai Investment
Services Limited, Essence International Securities (Hong
Kong) Limited, China Galaxy International Securities (Hong
Kong) Co., Ltd, China Securities (International) Corporate
Finance Company Limited, Nomura International (Hong
Kong) Limited, Deutsche Bank AG, Hong Kong Branch,
CLSA Limited and Huarong International Capital Limited
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“Joint Lead Managers”

“Joint Representatives”

“Joint Sponsors”

China International Capital Corporation Hong Kong
Securities Limited, UBS AG Hong Kong Branch, Merrill
Lynch Far East Limited (in relation to the Hong Kong Public
Offering only), Merrill Lynch International (in relation to the
International Offering only), J.P. Morgan Securities (Asia
Pacific) Limited (in relation to the Hong Kong Public
Offering only), J.P. Morgan Securities plc (in relation to the
International Offering only), Morgan Stanley Asia Limited (in
relation to the Hong Kong Public Offering only), Morgan
Stanley & Co. International plc (in relation to the
International Offering only), Goldman Sachs (Asia) L.L.C.,
DBS Asia Capital Limited, China Merchants Securities (HK)
Co., Ltd., The Hongkong and Shanghai Banking Corporation
Limited, Citigroup Global Markets Asia Limited (in relation
to the Hong Kong Public Offering only), Citigroup Global
Markets Limited (in relation to the International Offering
only), BOCOM International Securities Limited, CCB
International Capital Limited, ICBC International Securities
Limited, BOCI Asia Limited, Haitong International Securities
Company Limited, ABCI Securities Company Limited, CMB
International Capital Limited, First Capital Securities
Limited, Sun Hung Kai Investment Services Limited, Essence
International Securities (Hong Kong) Limited, China Galaxy
International Securities (Hong Kong) Co., Ltd, China
Securities (International) Corporate Finance Company
Limited, Nomura International (Hong Kong) Limited,
Deutsche Bank AG, Hong Kong Branch, CLSA Limited and
Huarong International Securities Limited

China International Capital Corporation Hong Kong
Securities Limited, UBS AG Hong Kong Branch, Merrill
Lynch Far East Limited (in relation to the Hong Kong Public
Offering only), Merrill Lynch International (in relation to the
International Offering only), J.P. Morgan Securities (Asia
Pacific) Limited, Morgan Stanley Asia Limited (in relation to
the Hong Kong Public Offering only), Morgan Stanley & Co.
International plc (in relation to the International Offering
only) and Goldman Sachs (Asia) L.L.C.

China International Capital Corporation Hong Kong
Securities Limited, Morgan Stanley Asia Limited, Merrill
Lynch Far East Limited, Goldman Sachs (Asia) L.L.C. and
J.P. Morgan Securities (Far East) Limited
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“JPMorgan”

“JPMorgan CICII”

’

“Large Commercial Banks

“Latest Practicable Date”

“Listing”
&

“Listing Committee’

“Listing Date”

“Listing Rules”

“Mandatory Provisions”

“Measures for the Administration
of Agency Business
Institutions”

JPMorgan Chase & Co., a company established in the State of
Delaware, the United States on October 28, 1968

JPMorgan China Investment Company II Limited, a company
established in the State of Delaware, the United States, on
August 21, 2015, an indirectly wholly-owned subsidiary of
JPMorgan, and one of our Shareholders

Agricultural Bank of China, Bank of China, Bank of
Communications, China Construction Bank, Industrial and
Commercial Bank of China and our Bank, collectively

September 5, 2016, being the latest practicable date for the
purpose of ascertaining certain data contained in this
prospectus prior to its publication

the listing of our H Shares on the Hong Kong Stock Exchange
the Listing Committee of the Hong Kong Stock Exchange

the date, expected to be on or about Wednesday, September
28, 2016, on which dealings in the H Shares first commence
on the Hong Kong Stock Exchange

the Rules Governing the Listing of Securities on the Hong
Kong Stock Exchange, as amended, supplemented or
otherwise modified from time to time

the Mandatory Provisions for Inclusion in the Articles of
Association of Companies Incorporated in the PRC to be
Listed Overseas* (B AN b2 A R A )
promulgated by the former Securities Commission of the
State Council and the former State Restructuring Commission
on August 27, 1994, effective as of the same date, as
amended, supplemented or otherwise modified from time to
time

the Notice of the CBRC on Issuing Measures for the
Administration of Agency Business Institutions (Amended)
for PSBC (Yin Jian Fa [2015] No.49)* (12 §1 ¥: & B i 0 %
Bt 5 SR AT AR SE M BT (IBRT) ROl ) (SR WG 38
[2015]49%%)
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“medium-sized enterprises”

“micro-sized enterprises”

“MIIT”

“Mobile Business Development”

“MOF”
“NAO”

“nationwide joint-stock
commercial banks”

“NBS”
“NDRC”

“net capital”

“NPC”
“NPL(S)”

“NS SF”

the enterprises classified as medium-sized enterprises based
on the number of their employees, revenue, and total assets
under the Classification Standards of Small and Medium
Enterprises. For example, industrial enterprises with fewer
than 1,000 employees or revenue of less than RMB400
million shall be classified as SMEs, among which those with
300 or more employees and revenue of RMB20 million or
more shall be classified as medium-sized enterprises

the enterprises classified as micro-sized enterprises based on
the number of their employees, revenue, and total assets under
the Classification Standards of Small and Medium
Enterprises. For example, industrial enterprises with fewer
than 20 employees or revenue of less than RMB3 million shall
be classified as micro-sized enterprises

Ministry of Industry and Information Technology of the PRC

the use of mobile devices integrated with the mobile business
development system of our head office that enables our front
desk staff to provide services relating to debit card, credit
card, electronic banking, loans, and other services, and to
engage in customer marketing via wireless communication

Ministry of Finance of the PRC
National Audit Office of the PRC

China CITIC Bank, China Everbright Bank, Huaxia Bank,
China Guangfa Bank, Ping An Bank (formerly named as
Shenzhen Development Bank), China Merchants Bank,
Shanghai Pudong Development Bank, Industrial Bank, China
Minsheng Bank, Hengfeng Bank (formerly named as
Evergrowing Bank), Zheshang Bank and Bohai Bank

National Bureau of Statistics of the PRC
National Development and Reform Commission of the PRC

core tier-1 capital, additional tier-1 capital and tier-2 capital
of a bank less corresponding capital deductions, in each case,
as specified in the relevant CBRC regulations

National People’s Congress of the PRC
non-performing loan(s)

National Council for Social Security Fund of the PRC
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“Offer Price”

“Offer Shares”

“Over-allotment Option”

“PBOC”

“personal operational loans”

“POS”

“Postal Affiliates”

“PRC Banking Supervision and
Regulation Law”

“PRC Commercial Banking Law”

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee, SFC transaction levy and Hong
Kong Stock Exchange trading fee) at which the H Shares are
to be subscribed for and issued pursuant to the Global
Offering. For details, see “Structure of the Global Offering”

the Hong Kong Offer Shares and the International Offer
Shares together, where relevant, with any additional H Shares
to be issued or sold pursuant to the exercise of the
Over-allotment Option

pursuant to the International Underwriting Agreement, the
option to be granted by our Bank to the International
Underwriters exercisable by the Joint Representatives on
behalf of the International Underwriters pursuant to which
our Bank may be required to allot and issue up to an aggregate
of 1,815,988,000 additional H Shares (representing
approximately 15% of the Offer Shares initially available
under the Global Offering) at the Offer Price to cover, among
other things, over-allocation, if any, in the International
Offering

The People’s Bank of China, the central bank of the PRC

loans that a bank extends to borrowers for turnover of
working capital, purchase or upgrade of operating equipment,
business premise rental payment, commercial housing
decoration and other permissible production and business
activities, according to the CBRC

point of sale, a checkout terminal in a shop or any location
where a transaction occurs

China Post Group and its branches and sub-branches at
different levels providing general postal services

the Banking Supervision and Regulation Law of the PRC*
(PN B A B 4R AT 3E B B L), which was promulgated
by the 6th session of the Standing Committee of the 10th
National People’s Congress on December 27, 2003 and
became effective on February 1, 2004, as amended,
supplemented or otherwise modified from time to time

the Commercial Banking Law of the PRC* (H 3 A &4t ]
Pi2E4R1T1%), which was promulgated by the 13th session of
the Standing Committee of the 8th National People’s
Congress on May 10, 1995 and became effective on July 1,
1995, as amended, supplemented or otherwise modified from
time to time
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“PRC Company Law”

“PRC GAAP”

“PRC PBOC Law”

“PRC Postal Law”

29

“Price Determination Date

“PSBC Consumer Finance”

SGQIB S”
“Regulation S”

“related party” or “related
parties”

“related party transaction(s)”

“RMB” or “Renminbi”

the Company Law of the PRC* (1% A [RILFNE A AL, as
amended by the Standing Committee of the 10th National
People’s Congress on October 27, 2005 and became effective
on January 1, 2006, as amended, supplemented or otherwise
modified from time to time

the Accounting Standards and Accounting Regulations for
Business Enterprises* (25 HEH]) promulgated by the
MOF on February 15, 2006 and its supplementary regulations,
as amended, supplemented or otherwise modified from time to
time

the Law of the People’s Bank of China of the PRC* (H1#E A
PRI AN ] A ) N R ERAT1%), which was promulgated by the
3rd session of the Standing Committee of the 8th National
People’s Congress on March 18, 1995 and became effective
on the same date, as amended, supplemented or otherwise
modified from time to time

the Postal Law of the PRC* (##% A\ [ IL A B #E %), which
was amended by the 8th session of the Standing Committee of
the 11th National People’s Congress on April 24, 2009 and
became effective on October 1, 2009, as amended,
supplemented or otherwise modified from time to time

the date, expected to be on or around Wednesday, September
21, 2016 but in any case no later than Thursday, September
22,2016 on which the Offer Price is fixed for the purposes of
the Global Offering

PSBC Consumer Finance Company Limited* (%754 % 4 il
A B2 F]), a company incorporated on November 19, 2015, in
which we own a 61.5% equity interest

qualified institutional buyers as defined in Rule 144A
Regulation S under the U.S. Securities Act

has the meaning ascribed to it under the Administrative
Measures for the Related Party Transactions between the
Commercial Banks and their Insiders or Shareholders* (P3¢
SRAT BRL A BN R I SR B B 2 5 B B HEEE ) promulgated by the
CBRC, the PRC GAAP and/or IFRS

has the meaning ascribed to it under the Administrative
Measures for the Related Party Transactions between the
Commercial Banks and their Insiders or Shareholders
promulgated by the CBRC, the PRC GAAP and/or IFRS

Renminbi, the lawful currency of the PRC
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“Rule 144A”

“rural banking financial
institutions”

6SSAFE75
“SAIC”

“Sannong”

“Sannong Loans”

“SAT”
“SFC”

“SFO”

“Shares”

“Shareholder(s)”

“Shenzhen Tencent”

“SHIBOR”

“Singles Day”

Rule 144A under the U.S. Securities Act

the rural financial institutions (including rural credit
cooperatives, rural commercial banks and rural cooperative
banks) and emerging rural financial institutions (including
village and township banks, loan companies and rural mutual
cooperatives)

State Administration of Foreign Exchange of the PRC
State Administration for Industry and Commerce of the PRC

a short-hand reference to the Chinese pronunciation of the
phrase “agriculture, rural areas and farmers”* (22 ~ 2 A fl
JER). The terminology “Sannong”* (—J2) was initially
created to refer to the three rural development issues in China
(specifically, agriculture, rural areas and farmers) and has
become an expression widely adopted by the policymakers in
China

consist of (i) personal loans to farmers households, (ii)
personal loans to individuals who engage in agriculture,
forestry, animal husbandry and fishery, (iii) loans to rural
enterprises and organizations, and (iv) loans to urban
enterprises and organizations with use related to agriculture,
according to the data statistics of the PBOC and CBRC

State Administration of Taxation of the PRC
the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance, Chapter 571 of the
Laws of Hong Kong, as amended, supplemented or otherwise
modified from time to time

our ordinary shares in the share capital with a nominal value
of RMBI1.00 each

the holder(s) of the Shares

Shenzhen Tencent Domain Computer Network Company
Limited* (BRI 6 sl 4 55T A48 A IR 2 D) |, a company
incorporated in the PRC on April 28, 1997, and one of our
Shareholders

Shanghai Interbank Offered Rate

an annual promotional campaign run by numerous Chinese
e-commerce websites on November 11 since 2009
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“small and micro enterprise
banking services”

“small-sized enterprises”

“SMES”

1)

“Sole Financial Advisor’

“Special Regulations”

“Stabilizing Manager”
“State Council”

“Strategic Cooperation
Agreements”

“Strategic Investors”

“Strategic Investor Shareholders”

1)

“subsidiary” or “subsidiaries”

“Supervisor(s)” or “Board of
Supervisors”

“Supreme People’s Court”

financial services we provide to medium-sized, small-sized
and micro-sized enterprises classified as such under the
Classification Standards of Small and Medium Enterprises,
individual business owners, and owners of small and micro
enterprises

the enterprises classified as small-sized enterprises based on
the number of their employees, revenue and total assets under
the Classification Standards of Small and Medium
Enterprises. For example, industrial enterprises with fewer
than 300 employees or revenue of less than RMB20 million
shall be classified as small-sized or micro-sized enterprises,
among which those with 20 or more employees and revenue of
RMB3 million or more shall be classified as small-sized
enterprises

the enterprises classified as micro-sized, small-sized and
medium-sized enterprises under the Classification Standards
of Small and Medium Enterprises

UBS AG Hong Kong Branch

the Special Regulations on the Overseas Offering and the
Listing of Shares by Joint Stock Limited Companies* (&A%
A7 BR 2> w35 A0 S5 AR B A B b T B9 R B )
by the State Council on August 4, 1994, as amended,

promulgated

supplemented or otherwise modified from time to time
Goldman Sachs (Asia) L.L.C.
the PRC State Council

the strategic cooperation agreements entered into among the
Bank and Strategic Investors and/or their respective
affiliate(s)

UBS, China Life, China Telecom, CPPIB, Ant Financial,
JPMorgan, FMPL, IFC, DBS Bank, and Shenzhen Tencent

UBS, China Life, China Telecom, CPPIB, Ant Financial,
JPMorgan CICII, FMPL, IFC, DBS Bank, and Shenzhen
Tencent

has the meaning ascribed to it under the Listing Rules

our supervisor(s) or our board of Supervisors, respectively

The Supreme People’s Court of the PRC
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“Temasek”

“Track Record Period”

“UBS”

“Underwriters”

“Underwriting Agreements”

“United States,” “US” or “U.S.”

“Urban Area” or “Urban Areas”
“US$,” “USD” or “U.S. dollars”

“U.S. Securities Act”

“Weibank”

“White Form eIPO”

“White Form eIPO Service
Provider”

Temasek Holdings (Private) Limited, a company established
in Singapore on June 25, 1974

the period comprising the years ended December 31, 2013,
2014 and 2015 and the three months ended March 31, 2016

UBS AG, a company established in Switzerland on June 29,
1998, merged from Union Bank of Switzerland and Swiss
Bank Corporation, a wholly-owned subsidiary of UBS Group
AG, and one of our Shareholders

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America, its territories, its possessions
and all areas subject to its jurisdiction

the rest of China other than County Areas
United States dollars, the lawful currency of the United States

the United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder

one of our electronic banking service systems, providing
banking services on Internet social platforms including
WeChat, Easy Chat and Weibo

the application for Hong Kong Offer Shares to be lodged in
the applicant’s own name by submitting applications online
through the designated website of White Form eIPO service at
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

In this prospectus, unless otherwise indicated:

° “directly-operated outlets” and “agency outlets” are collectively referred to as “outlets”;

° “medium-sized enterprises,” “small-sized enterprises,” ‘“micro-sized enterprises” and

“SME(s)” refer to the enterprises classified as such under the Classification Standards of

Small and Medium Enterprises; “large-sized enterprises” refer to the enterprises other than

those classified as SMEs; and “small and micro enterprises” refer to small-sized enterprises

and micro-sized enterprises, collectively;
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° “our corporate loans to small enterprises” refer to corporate loans we extend to enterprises
classified as medium-sized, small-sized and micro-sized enterprises under the
Classification Standards of Small and Medium Enterprises with a maximum credit line of

RMB30 million for a single customer;

° “our small enterprise customers” refer to our customers that are classified as medium-sized,
small-sized and micro-sized enterprises under the Classification Standards of Small and

Medium Enterprises with a maximum credit line of RMB30 million for a single customer;

° “our small and micro enterprise loans” refer to, collectively, our corporate loans to small

enterprises, micro loans, and personal business loans;

° “weighted average contractual interest rate” refers to, as of a given date, the weighted
average of the agreed-upon interest rates provided in the loan agreements of a particular
type of loans (with the principal amount of each loan under the loan agreement as the

applicable weighting);

° a “business day” refers to a day that is not Saturday, Sunday or a public holiday in Hong

Kong; and
° “associate,” “close associate,” “connected person,” “core connected person,” “connected
transaction,” ‘“substantial shareholder,” and “controlling shareholder” shall have the

meanings given to them in the Listing Rules, unless the context otherwise requires.

For the ease of reference, in this prospectus, unless otherwise indicated, we use the terms “loans

’

and advances to customers,” “loans,” and “loans to customers” synonymously.

In this prospectus, “non-performing loans,” “NPLs” and “impaired loans” all refer to the loans
recognized as “impaired loans and advances” in Note 44 to our financial information set out in
“Appendix I — Accountant’s Report” to this prospectus. Under the five-category loan classification
system we adopted pursuant to applicable CBRC guidelines, our non-performing loans are classified
as substandard, doubtful or loss (as the case may be). For details, see “Assets and Liabilities — Assets

— Asset Quality of Our Loan Portfolio — Loan Classification Criteria.”

— 34 —



DEFINITIONS AND CONVENTIONS

In this prospectus, we define the geographical regions of China to which we refer for the purpose

of describing our distribution network and presenting certain results of operations and financial

condition as follows:

Geographical regions

Branches

“Yangtze River Delta’

“Pearl River Delta” ...

“Bohai Rim” .............

“Central China” ........

bl

“Northeastern China’

“Western China” .......

s

Shanghai Municipality
Zhejiang Province

Guangdong Province
City of Shenzhen

Beijing Municipality
Tianjin Municipality
Hebei Province

Shanxi Province
Hubei Province
Henan Province
Hunan Province

Liaoning Province
Heilongjiang Province

Chongqing Municipality
Sichuan Province

Guizhou Province

Yunnan Province

Shaanxi Province

Gansu Province

Qinghai Province

Ningxia Autonomous Region

Jiangsu Province
City of Ningbo

Fujian Province
City of Xiamen

Shandong Province
City of Qingdao

Jiangxi Province
Hainan Province
Anhui Province

Jilin Province
City of Dalian

Xinjiang Autonomous Region
Tibet Autonomous Region
Inner Mongolia Autonomous
Region

Guangxi Autonomous Region

Certain amounts and percentage figures included in this prospectus have been subject to

rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.

If there are any inconsistencies between the Chinese names of entities or enterprises established

in China and their English translations, the Chinese names shall prevail. English translation of

company names and other terms from the Chinese Language marked with “*” are for identification

purposes only.



FORWARD-LOOKING STATEMENTS

This prospectus includes certain forward-looking statements. All statements other than
statements of historical facts contained in this prospectus, including, without limitation, those
regarding our future financial position, our strategies, plans, objectives, goals, targets and future
developments in the markets where we participate or are seeking to participate, and any statements

EEINT3 99 6t

expect,” “aim,” “will,” “may,

9

preceded by, followed by or that include the words “believe, plan,”

EEINT3 ELINT3

“consider,” “anticipate,” “seek,” “should,” “could,” “would,” “continue,” or similar expressions or the

negative thereof, are forward-looking statements. These forward-looking statements involve known
and unknown risks, uncertainties and other factors, some of which are beyond our control, which may
cause our actual results, performance or achievements, or industry results, to be materially different
from any future results, performance or achievements expressed or implied by the forward-looking
statements. These forward-looking statements are based on numerous assumptions regarding our
present and future business strategies and the environment in which we will operate in the future.
Important factors that could cause our actual performance or achievements to differ materially from
those in the forward-looking statements include, among other things, the following:

° general political and economic conditions, including those related to the PRC;

° changes in the global economic conditions and volatility in the global financial markets;

° macroeconomic measures taken by the PRC government to manage economic growth;

° any changes in the laws, rules and regulations of the central and local governments in the
PRC and other relevant jurisdictions and the rules, regulations and policies of the relevant
governmental authorities relating to all aspects of our business;

° future developments, trends and conditions in the industry and markets in which we

operate;

° the actions and developments of our competitors;

° our business prospects;

° various business opportunities that we may pursue;

° our expansion plans;

° our ability to successfully implement our business plans and strategies;

° our capital expenditure plans;

° our financial condition and performance; and

° our dividend policy.
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Additional factors that could cause actual performance or achievements to differ materially
include, but are not limited to, those discussed in “Risk Factors” and elsewhere in this prospectus. We
caution you not to place undue reliance on these forward-looking statements, which reflect our
management’s view only as of the date of this prospectus. In light of these risks, uncertainties and
assumptions, the forward-looking events discussed in this prospectus might not occur. All
forward-looking statements contained in this prospectus are qualified by reference to the cautionary

statements set out in this section.



RISK FACTORS

You should carefully consider all of the information in this prospectus, including the risks
and uncertainties described below, before making an investment in our H Shares. Our business,
financial condition or results of operations could be materially and adversely affected by any of
these risks. The trading price of our H Shares could significantly decrease due to any of these
risks, and you may lose all or part of your investment. You should also pay particular attention
to the fact that we are a PRC company and are governed by a legal and regulatory system which
differs from those prevailing in other jurisdictions. For information concerning the legal and
regulatory systems of the PRC and certain related matters set forth below, see “Supervision and
Regulation,” “Appendix IV — Summary of Principal Legal and Regulatory Provisions” and
“Appendix V — Summary of Articles of Association.”

RISKS RELATING TO OUR LOAN PORTFOLIO

If we are unable to effectively maintain the quality of our loan portfolio, our business, financial
condition and results of operations may be materially and adversely affected.

As of December 31, 2013, 2014 and 2015 and March 31, 2016, our total loans to customers were
RMB1,492.6 billion, RMB1,875.7 billion, RMB2,471.9 billion and RMB2,665.8 billion, respectively,
and our NPL ratio was 0.51%, 0.64%, 0.80% and 0.81%, respectively. Our financial condition and
results of operations are affected by our ability to effectively improve or maintain the quality of our
loan portfolio. We cannot assure you that the quality of our loan portfolio will not deteriorate. The
quality of our loan portfolio may be affected by a variety of factors, many of which are beyond our
control. These factors include the slowdown and structure reform of the PRC economy, the PRC
government’s monetary policies, adverse developments in the PRC economy or other major
economies, and natural disasters. These factors may adversely affect the business, liquidity or
repayment capabilities of our borrowers. The quality of our loan portfolio also depends on our ability
to effectively manage credit risk. The quality of our loan portfolio may deteriorate if we are not able
to effectively implement the policies, procedures and systems for managing credit risk. If we are
unable to effectively maintain the quality of our loan portfolio due to the above reasons, our NPL ratio
and allowance for impairment losses on loans may increase, which may materially and adversely affect
our business, financial condition and results of operations.

Our allowance for impairment losses on loans may not be sufficient to cover the actual losses on
our loan portfolio.

As of December 31, 2013, 2014 and 2015 and March 31, 2016, our allowance for impairment
losses on loans was RMB29.3 billion, RMB43.7 billion, RMB59.3 billion and RMB61.6 billion,
respectively, and our allowance coverage ratio was 382.94%, 364.10%, 298.15% and 286.71%,
respectively. As of the same dates, our allowance to gross loan ratio was 1.97%, 2.33%, 2.40% and
2.31%, respectively. In 2013, 2014 and 2015 and for the three months ended March 31, 2016, we made
net provisions for impairment losses on loans to customers of RMB8,066 million, RMB17,921 million,
RMB23,186 million and RMB4,302 million, respectively. We determine the amount of allowance for
impairment losses on loans based on our assessment of various factors affecting the quality of our loan
portfolio under IAS 39. These factors include the borrowers’ operational and financial conditions,
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ability and willingness of repayment, the realizable value of the collateral, the ability of the guarantors
to fulfill their obligations, macroeconomic and industrial policies, interest rates, exchange rates, and
general legal and regulatory environment. Many of these factors are beyond our control, and our

assessment and expectation of these factors may differ from their future developments.

The adequacy of our allowance for impairment losses on loans depends on the reliability and
effectiveness of our systems for evaluating the potential losses and our ability to collect, process and
analyze the statistics. If we are not able to fully apply these systems, or our ability to collect, process
and analyze the statistics is impaired, or our assessments and expectations of the factors affecting the
quality of our loan portfolio differ from their actual developments, our allowance for impairment
losses may be inadequate to cover the actual losses. We may therefore have to make additional
allowance for impairment losses, which may materially and adversely affect our business, financial

condition, results of operations and prospects.

Our loans are concentrated in certain industries, regions and borrowers. If the economies of these
industries or regions or the financial condition of these borrowers deteriorate, our asset quality,

financial condition and results of operations may be materially and adversely affected.

As of December 31, 2013, 2014 and 2015 and March 31, 2016, our corporate loans were
RMB708.8 billion, RMB804.3 billion, RMB981.0 billion and RMB1,028.4 billion, respectively,
representing 47.5%, 42.9%, 39.7% and 38.6%, respectively, of our total loans to customers. As of
March 31, 2016, the top five industries to which we extended corporate loans were (i) transportation,
storage and postal services, (ii) manufacturing, (iii) production and supply of electricity, gas and
water, (iv) financial services, and (v) wholesale and retail, representing 35.1%, 15.8%, 13.2%, 10.6%
and 5.8%, respectively, of our total corporate loans. Our non-performing corporate loans consist
primarily of NPLs to corporate borrowers in the manufacturing industry and the wholesale and retail
industry. As of March 31, 2016, our NPLs to corporate borrowers in the manufacturing industry and
the wholesale and retail industry represented 45.2% and 36.0% of our total non-performing corporate
loans, respectively. A deterioration in the financial condition and results of operations of our

borrowers in these industries may result in an increase in our overall NPL ratio.

We also extend loans to agriculture-related industries and customers. As of March 31, 2016, our
Sannong Loans were RMB783.2 billion, representing 29.4% of our total loans. Agriculture-related
industries and customers are generally less resilient to adverse consequences of natural disasters and
price fluctuations in agricultural products. The risk management measures we take may not be
adequate to eliminate or mitigate these risks. If the quality of our loans to agriculture-related
industries and customers deteriorates, our asset quality, financial condition and results of operations

may be materially and adversely affected.

As of March 31, 2016, our loans to customers originated in Central, Western and Northeastern
China represented 46.8% of our total loans to customers. Although the economic development of these
regions may currently benefit from favorable governmental policies, any of these economic policies
may change in the future and the implementation of such policies may not be as effective as we

anticipate, nor can we control or influence the change of such policies in these regions. If the
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economies of these regions materially deteriorate, or face any regional or systemic risk, or if our
assessments of the credit risk of the borrowers that are located, or have substantial operations, in such
regions are inaccurate, our asset quality, financial condition and results of operations may be
materially and adversely affected.

As of March 31, 2016, the total balance of our loans to the ten largest single borrowers was
RMB312.4 billion, representing 11.7% of our total loans to customers, among which our loans to
China Railway Corporation, our single largest borrower, was RMB243.1 billion, representing 9.1% of
our total loans to customers. As of the same date, the above loans were all classified as normal. In
addition, as of March 31, 2016, the total amount of credit we granted to the ten largest group
borrowers was RMB408.1 billion, among which the credit we granted to China Railway Corporation,
our single largest group borrower, was RMB248.2 billion. As of the same date, none of the loans to
these group borrowers was classified as non-performing. If the quality of the loans to any of these
above borrowers deteriorates, our asset quality, financial condition and results of operations may be
materially and adversely affected.

The collateral or guarantee securing our loans to customers may not be adequate.

As of March 31, 2016, 52.9% of our total loans to customers were secured by mortgage or pledge.
The collateral we accept to secure our loans primarily includes, among others, real properties, land use
rights, forest property rights, time deposits, machinery and equipment, transportation vehicles,
precious metal, equity securities, debt securities, accounts receivables, and toll collection rights. The
value of these collateral may fluctuate and decline due to various factors beyond our control. For
example, any recession or prolonged downturn in the PRC real estate market may result in declines
in the value of properties or land use rights securing our loans to a level below the outstanding
principal of and interest on such loans. In addition, we cannot assure you that our assessment of the
value of the collateral securing our loans will be accurate at all times. If our collateral proves to be
inadequate to cover the loans it secures, we may have to obtain additional collateral from the
borrowers, and there is no assurance that we would be able to do so. Declines in the value of our
collateral or our inability to obtain additional collateral may result in our additional allowance for loan
impairment, which may materially and adversely affect our business, financial condition and results
of operations.

Furthermore, the procedures for liquidating or otherwise realizing the value of collateral in the
form of non-monetary assets in the PRC may be protracted, and it may be difficult to enforce claims
in respect of such collateral. Under relevant laws and regulations, certain third-party rights may have
priority over our rights to the collateral securing our loans, preventing us from recovering all or part
of the principal of and interest on the secured loans.

As of March 31, 2016, 8.3% of our total loans to customers were guaranteed loans. These
guaranteed loans were generally not secured by collateral or other forms of security. Any deterioration
in the guarantors’ financial condition may have a material adverse effect on the quality of such loans.
In addition, a portion of these guarantees were provided by affiliates of the borrowers. As a result, the
factors that may result in the borrower’s inability to fully and timely repay a guaranteed loan may also
affect the guarantor’s ability to fully perform its obligations and may, therefore, expose us to
additional risks. Furthermore, we are subject to the risk that a court or any other judicial or
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government authorities may declare a guarantee invalid, or otherwise decline or fail to enforce such
guarantee. We are therefore exposed to the risk that we may not be able to recover all or part of the
loans guaranteed. If we are unable to dispose of the assets of the borrower and the guarantor, or if the
guarantor is not able to fully perform its obligations in a timely manner, our business, financial
condition and results of operations may be materially and adversely affected.

As of March 31, 2016, unsecured loans represented 26.1% of our total loans to customers. We
extended unsecured loans primarily based on our assessment of the creditworthiness of the borrower.
We cannot assure you that the assessments are or will be accurate at all times, or that the borrowers
of our unsecured loans will repay their loans in full and on time. Because we only have general claims
on the assets of the defaulting borrowers of the unsecured loans, we are exposed to a relatively high
risk of losing the entire outstanding amount of these loans, which may adversely affect our business,
financial condition and results of operations.

We are exposed to risks arising from our loans to SMEs.

As of December 31, 2013, 2014 and 2015 and March 31, 2016, our total loans to SMEs (the
enterprises classified as micro-sized, small-sized and medium-sized enterprises under the
Classification Standards of Small and Medium Enterprises) represented 32.5%, 32.6%, 32.3% and
31.3%, respectively, of our total corporate loans. Due to their limited financial, management,
technological and other resources, SMEs are generally less resilient to macroeconomic fluctuations or
unfavorable regulatory changes and more likely to default on their loans due to liquidity difficulties
than larger enterprises. In addition, we may not be able to obtain all the information necessary to
assess the credit risk associated with SMEs. The NPL ratio of our loans to SMEs may increase
significantly due to the above reasons, which may in turn materially and adversely affect our financial
condition, results of operations and prospects.

We are exposed to risks relating to personal loans.

As of March 31, 2016, our personal loans represented 48.7% of our total loans to customers. We
offer a wide variety of personal loan products, including consumer loans (including residential
mortgage loans and other consumer loans), personal business loans, micro loans and credit card
overdrafts and others.

We may not be able to obtain all the information necessary to assess the credit risk relating to
our personal loan customers, or verify the information available to us given the less advanced credit
reporting system in the PRC. In addition, compared to other types of customers, the ability and
willingness of repayment of retail customers are more vulnerable to adverse consequences of
economic downturn, inflation, rising unemployment rate, natural disasters as well as other
macroeconomic and social factors. We have a large, geographically widespread retail customer base.
As a result, our efforts to collect and maintain our non-performing personal loans may not be as
effective as we anticipate. We have adopted various risk management measures to control the credit
risks relating to our personal loans. See “Risk Management — Credit Risk Management — Credit Risk
Management for Personal Loans.” We cannot assure you, however, that these measures will be
effective and sufficient. If the NPL ratio of our personal loans rises due to any of the above reasons,
our financial condition, results of operations and prospects may be materially and adversely affected.
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Our asset quality, financial condition and results of operations may be materially and adversely
affected if the ability of local government financing vehicles to service debt deteriorates.

Similar to other PRC commercial banks, we extend loans to local government financing vehicles,
or LGFVs. According to the CBRC, LGFVs are entities with independent legal capacity that are
formed and sponsored by the local governments. The funds raised by LGFVs are primarily used for
infrastructure construction and development. As of March 31, 2016, our total loans to LGFVs were
RMB106.1 billion, representing 10.3% of our total corporate loans, and the NPL ratio of our loans to
LGFVs was nil. We also invest in corporate bonds, trust investment plans and asset management plans,
and the proceeds of these products may be used to provide financing to LGFVs.

Pursuant to applicable laws and regulations, unless otherwise provided by law and the State
Council, local governments and their departments, organizations, and institutions that are funded
primarily by fiscal budget are not permitted to use fiscal income or the state-owned assets of
administrative institutions to provide guarantee, or otherwise directly or indirectly provide any form
of security, for fund-raising by LGFVs. In addition, the projects run by LGFVs are carried out
primarily for public interest purposes and are not necessarily commercially viable. For this reason, the
operating cash flows generated from these projects may not be adequate to cover the principal of and
interest on our LGFV loans. As a result, the ability of an LGFV borrower to repay its loans may
significantly depend on its ability to receive fiscal support from the government, which may not
always be available due to the government’s liquidity, budgeting priorities, among other things. In
recent years, the State Council, PBOC and CBRC, together with several other PRC regulatory
authorities, have promulgated a series of notices, guidelines and other regulatory measures that direct
PRC banks and other financial institutions to strengthen their risk management regarding loans to
LGFVs. See “Supervision and Regulation — Regulation on Major Business of Commercial Banks —
Loans.”

We have adopted a series of measures in response to these regulatory directives to control risk
relating to LGFVs, including limiting the size of our loans to LGFVs and strengthening our credit
extension and monitoring mechanisms. See “Risk Management — Credit Risk Management — Credit
Risk Management for Corporate Loans — Loan Portfolio Management — Credit Risk Management for
Loans to Local Government Financing Vehicles.” However, various factors, including, among others,
unfavorable macroeconomic developments, changes in governmental policies, deteriorating financial
condition of the local governments, and severe recession in the real estate market may adversely affect
LGFVs’ repayment capabilities, which may in turn increase our impairment losses on loans to LGFVs,
and thus may materially and adversely affect our asset quality, business, financial condition and
results of operations. We cannot assure you that the above measures we take are sufficient in
protecting us against the default by our LGFV borrowers.

A recession or prolonged period of downturn in the PRC real estate market may have a material
adverse effect on our business, financial condition and results of operations.

We extend loans to corporate borrowers in the real estate industry, residential mortgage loans,
and other loans secured by real estate. As of December 31, 2013, 2014 and 2015 and March 31, 2016,
our loans to corporate borrowers in the real estate industry represented 2.8%, 3.4%, 4.2% and 4.0%,
respectively, of our total corporate loans. As of the same dates, our residential mortgage loans
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represented 40.6%, 41.8%, 47.2% and 49.3%, respectively, of our total personal loans. The PRC
government has imposed and may continue to impose macroeconomic controls to regulate the real
estate market, including imposing business taxes on the transfer of residential houses within two or
five years, as the case may be, after the purchase of the houses, levying mandatory personal income
tax for second-hand residential housing transactions, imposing qualification requirements for
homebuyers and borrowers of residential mortgage loans, and setting the minimum down payments
and mortgage rates for the purchase of residential properties. Other factors may also reduce the
demand for credit from customers in the real estate industry, or adversely affect their financial
condition, liquidity and repayment ability, any of which could have an adverse effect on the asset
quality of our loans to real estate companies and our residential mortgage loans. In addition, if the
PRC real estate market experiences a recession or prolonged period of downturn, the value of the real
estate as collateral for our loans may decrease to a level insufficient to cover the principal of and
interest on the loans, which could prevent us from recovering all or part of principal and interest if
the borrower defaults. While we have taken various measures to manage these risks, we cannot assure

you that these measures will be sufficient in protecting us against the above adverse effects.

If we are unable to successfully maintain the growth of our loan portfolio, our business, financial
condition, results of operations and prospects may be materially and adversely affected.

Our loan portfolio continued growing during the Track Record Period. As of December 31, 2013,
2014 and 2015 and March 31, 2016, our total loans to customers were RMB1,492.6 billion,
RMB1,875.7 billion, RMB2,471.9 billion and RMB2,665.8 billion, respectively. Growth of our loan
portfolio is subject to China’s macroeconomic condition as well as other factors beyond our control,
such as GDP growth, inflation rate, changes in the interest rates, and changes in laws, regulations and
rules governing the banking and financial industries. Therefore, we cannot assure you that we will be
able to successfully maintain the growth of our loan portfolio. The growth of our loan portfolio may
also be limited by applicable requirements on the amount of regulatory capital. Any of the above
factors could prevent us from growing our loan portfolio and thereby materially and adversely affect

our business, financial condition, results of operations and prospects.

Our loan classification and provisioning policies for impairment losses may differ in some respects
from those applicable to commercial banks in certain other countries or regions.

We classify our loans using a five-category loan classification system in accordance with the
guidelines set forth by the CBRC. The five categories are normal, special mention, substandard,
doubtful and loss. In addition, we recognize impairment losses on loans and determine the amount of
allowance for impairment losses on loans using the concept of impairment under IAS 39. For material
corporate loans classified as substandard or lower, we make assessment on an individual loan basis.
For immaterial non-performing corporate loans, performing corporate loans and all of our personal
loans, we make a collective assessment based on our historical loss experience for similar loans and
the current economic condition. Our loan classification and provisioning policies for impairment
losses may differ in some respects from those applicable to banks in other countries or regions. As a
result, disclosure of our loan classification and provisioning policies may be different from those

disclosed by the banks incorporated in other countries or regions.
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RISKS RELATING TO OUR BUSINESS

If the growth of our customer deposits significantly slows down, or if our customer deposits
decrease, our business and liquidity could be materially and adversely affected.

We primarily rely on customer deposits to finance our lending and to meet part of our liquidity
needs. As of December 31, 2013, 2014 and 2015 and March 31, 2016, our customer deposits were
RMB5,206.5 billion, RMB5,802.9 billion, RMB6,305.0 billion and RMB6,732.4 billion, respectively,
representing 95.8%, 94.9%, 89.7% and 90.6%, respectively, of our total liabilities. Various factors
beyond our control may affect the growth of our customer deposits, such as China’s macroeconomic
and political conditions, monetary policies, and customer perceptions toward and preference for bank
savings, as well as competition from alternative investment and wealth management products.
Changes in one or more of these factors may cause a slowdown in the growth of, or even a decrease
in, our customer deposits.

As of March 31, 2016, 54.4% of our total customer deposits were demand deposits or term
deposits due in less than three months, while 82.2% of our total loans to customers were due in over
three months. This leads to a maturity mismatch between our assets and liabilities. Based on our
experience, most short-term deposits are rolled over upon maturity, giving us a relatively stable source
of funding. However, there is no assurance that this would continue. Due to the development of
alternative investment and wealth management products in the PRC financial markets and the
accelerating financial disintermediation in recent years, some customers may withdraw their deposits
prior to maturity, or cease to rollover their deposits upon maturity, and invest the funds in alternative
products and wealth management products. If our customer deposits grow at a lower rate, or even
decline, our ability to meet our capital and liquidity needs will be limited, and we may have to obtain
funding from other sources at higher costs. If any of the above occurs, our business, financial
condition and results of operations may be materially and adversely affected.

If there are significant changes to the scale of our outlets, our competitiveness and results of
operations could be adversely affected.

As of March 31, 2016, we conducted our business through 8,301 directly-operated outlets and
31,756 agency outlets, representing 20.7% and 79.3%, respectively, of the total number of our outlets.
We rank first among all PRC commercial banks in terms of the number and geographical coverage of
outlets. See “Business — Distribution Channels — Outlet Network.” As of December 31, 2013, 2014
and 2015 and March 31, 2016, personal deposits we took through our agency outlets were RMB3,305.9
billion, RMB3,677.2 billion, RMB3,945.5 billion and RMB4,279.5 billion, respectively, representing
60.8%, 60.2%, 56.2% and 57.6%, respectively, of our total deposits. If there are significant changes
to the scale of our outlets in the future, our competitiveness, business, financial condition, results of
operations and prospects may be adversely affected.

Agency outlets are agency business institutions that have obtained financial licenses from the
banking regulatory authorities and provide commercial banking services entrusted by us. We and
China Post Group entered into an agency banking businesses framework agreement on August 8, 2012,
which was replaced by the new agency banking businesses framework agreement dated September 7,
2016. Pursuant to the agency banking businesses framework agreement dated August 8, 2012 and
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September 7, 2016, respectively, we entrusted China Post Group to provide deposits taking, financial
settlement, financial agency services and other services at agency outlets and shall pay agency fees
to China Post Group. For details of the agency banking businesses framework agreement dated
September 7, 2016, currently effective, see “Connected Transactions — Non-exempt Continuing
Connected Transactions — Continuing Connected Transactions Subject to Reporting, Annual Review,
Announcement and Independent Shareholders’ Approval Requirements — Agency Banking
Businesses.” The agency banking businesses framework agreement dated September 7, 2016 has an
indefinite term. Under such agency banking businesses framework agreement, we have the right to
terminate it, after consultation with China Post Group, if there is any change in relevant government
policy that permits the termination of such agency arrangements. There is no assurance that the agency
banking businesses framework agreement will not be terminated in the future, or that there will
otherwise be no material and unfavorable changes in its principal terms, including, among others, a
significant decrease in the number of agency outlets, a significant increase in the agency fees, or the
addition of major restrictive covenants. If such agency banking businesses framework agreement is
terminated, or if there are any material, unfavorable changes in its principal terms, we may experience
significant changes to the scale of our outlets, and our competitiveness, business, financial condition

and results of operations may be materially and adversely affected.

We face risks relating to our agency outlets.

China Post Group owns the premises and facilities used by agency outlets, and has the right to
appoint or dismiss the managing and operating personnel at agency outlets. The number of the staff
of agency outlets as well as their expertise, service quality and marketing capabilities may not fully
meet our business development needs, which may have an adverse effect on our ability to take deposit
and effectively conduct other businesses through agency outlets. In addition, while we have taken
certain measures to manage operational risks associated with agency outlets, we cannot assure you that
these measures will always be effective. For example, we may not be able to timely and effectively
identify and correct misleading representation or other misconduct committed in the sale of financial
products by the staff of agency outlets. If such misconduct occurs, the customers involved may file
complaints with the regulatory authorities or bring lawsuits against us. For risk management measures
we have taken for agency outlets, see “Risk Management — Risk Management Organizational
Structure — Risk Management Structure at Our Agency Outlets.” If our agency outlets experience any
misconduct or non-compliance incidents, we may be subject to regulatory and legal liabilities, which
could in turn have a material adverse effect on our reputation, business, financial condition and results

of operations.

We are exposed to credit risk, liquidity risk and market risk relating to our investments.

We engage in a wide range of investments, including investing in debt securities, commercial
bank wealth management products, trust investment plans, asset management plans, and securities
investment funds. Our investment returns are affected by interest rates, exchange rates,
creditworthiness, market liquidity, asset values, and regional economic conditions. Any material

adverse changes in one or more of these factors could reduce the value of, and the gains generated
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from, our investment portfolio and could have a material adverse effect on our financial condition and
results of operations. In addition, as the derivatives market in the PRC remains immature as compared
to that in certain developed countries, tools available to us to reduce market risks relating to our
investment portfolio are limited.

A significant portion of our investment portfolio are debt securities. As of March 31, 2016, our
investments in debt securities amounted to RMB1,893.0 billion, representing 65.1% of our total
investment securities and other financial assets (net of allowance of impairment losses). The value of
these debt securities may decrease substantially due to various factors, including but not limited to (i)
the issuer’s failure to repay due to bankruptcy, financial difficulties or other reasons, (ii) lack of
liquidity, (iii) inflation, (iv) an increase in the current or expected market interest rates, or (v) changes
in relevant government policies. For example, the return on the local government bonds we invest in
may decline due to these factors. As of March 31, 2016, the balance of our directly invested local
government bonds (includes the bonds issued and repaid by the MOF on behalf of local governments)
was RMB153.0 billion, of which RMB2.0 billion was swapped from our loans extended to local
government financing vehicles. During the Track Record Period, our directly invested local
government bonds did not experience any defaults. If the value of the local government bonds or other
debt securities we invest in significantly declines, our asset quality, financial condition and results of
operations could be materially and adversely affected.

We also face the liquidity risk arising from certain debt investments with relatively long
maturities. For example, in the second half of 2015, we purchased the long-term special financial
bonds issued by China Development Bank and Agricultural Development Bank of China in an
aggregate principal of RMB778.0 billion. The terms of such long-term financial bonds range from five
years to 20 years. As of March 31, 2016, our investment in such special financial bonds accounted for
26.7% of our investment securities and other financial assets (net). We may continue to invest in debt
assets with relatively longer maturities in the future, which may negatively affect our liquidity
position while we hold them.

We are exposed to risks relating to our investments in special purpose vehicles.

Our interbank investments include investments in special purpose vehicles, such as commercial
bank wealth management products, trust investment plans, asset management plans and securities
investment funds. See “Business — Our Principal Business — Treasury Business — Financial Market
Business — Investment Business — Interbank Investments.” As of December 31, 2013, 2014 and 2015
and March 31, 2016, our investments (including investments through other financial institutions) in
commercial bank wealth management products, trust investment plans, asset management plans and
securities investment funds were RMB151.7 billion, RMB482.5 billion, RMB1,086.4 billion and
RMB952.7 billion, respectively, representing 2.7%, 7.7%, 14.9% and 12.4%, respectively, of our total
assets.

We are exposed to credit risk arising from our investments in special purpose vehicles. The
income generated from these investments are generally fixed or determinable. We mitigate the risks
in investing in such assets through various means, such as guarantees provided by domestic financial
institutions, asset-backed instruments and structuring. In order to control the risk, we typically
perform due diligence on the use of proceeds under the trust investment plans, and impose stringent
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qualification requirements on the trust companies, securities firms, investment funds and, where
applicable, other relevant financial institutions that offer these investments in special purpose
vehicles. See “Business — Our Principal Businesses — Treasury Business — Financial Market
Business — Investment Business — Interbank Investments” and “Risk Management — Credit Risk
Management — Credit Risk Management for Corporate Loans — Credit Risk Management for
Treasury Business — Credit Risk Management of Interbank Investments.” We may not be able to
recover the principal of and interest on these investments in special purpose vehicles if the financial
condition of the ultimate borrowers materially deteriorates. Also, we do not have direct recourse to the
ultimate borrowers in the underlying transactions, and we can only rely on our rights under the related
contracts to require the managers to perform their obligations and duties and demand compensation
for our losses from the issuers and, if applicable, the guaranteeing financial institutions. Furthermore,
because the guarantees and collaterals are not provided to us but to the trust companies or securities
firms, we may not be able to directly claim the security interests on these guarantees or collaterals.
In addition, because investments in special purpose vehicles are not tradable in the PRC interbank
market or on the stock exchanges, and there has not yet been an active trading market for such
products, we generally hold them to maturities and are therefore exposed to the related liquidity risk.

While the regulatory authorities currently permit commercial banks to invest in special purpose
vehicles, there can be no assurance that there will not be material and adverse changes to the relevant
regulations in the future. Any material and adverse regulatory changes could cause the value of our
investment portfolio to decline, and may in turn materially and adversely affect our business, financial
condition and results of operations. See “Supervision and Regulation — Regulation on Major Business
of Commercial Banks — Interbank Business.”

We are exposed to risks relating to wealth management business.

We have expanded our wealth management product offerings in recent years. In 2013, 2014 and
2015 and for the three months ended March 31, 2016, we issued 550, 1,000, 1,616 and 340 tranches
of wealth management products, respectively, and raised proceeds of RMB540.5 billion, RMB&810.0
billion, RMB1,250.7 billion and RMB461.0 billion, respectively.

We invested proceeds from our wealth management products primarily in bonds and money
market instruments, bank deposits, wealth management products and interbank borrowings,
non-standard credit assets, and equity products. Compared to investments in bonds and money market
instruments, investments in non-standard credit assets products generally entail higher risk. As of
December 31, 2013, 2014 and 2015 and March 31, 2016, our investments in non-standard credit assets
accounted for 8.3%, 2.4%, 4.4% and 6.6%, respectively, of our total investment balance using
proceeds raised from our wealth management products. See “— We are exposed to risks relating to our
investments in special purpose vehicles” for details of the risks associated with investing in
non-standard credit assets products.

Most of wealth management products we issued are non-principal-guaranteed. As of March 31,
2016, the amount of the principal-guaranteed and non-principal-guaranteed wealth management
products under our management was RMBS5.9 billion and RMB571.9 billion, respectively, representing
1.0% and 99.0%, respectively, of the total balance of wealth management products we issued. We are
not liable for any loss suffered by the investors on our non-principal-guaranteed products. However,
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to the extent the investors suffer losses on these products, our reputation may be severely damaged
and, as a result, we may lose our customers and their deposits with us. Furthermore, if the investors
bring lawsuits and the courts rule against us, or we volunteer to compensate them for their losses out
of reputational or other concerns, our business, financial condition and results of operations may be

adversely affected.

The terms of certain wealth management products we issued are shorter than those of our
investments. This maturity mismatch may force us, when existing wealth management products
mature, to issue new wealth management products, dispose of the assets we invested in or take other

actions to fill in the funding gap, and may subject us to liquidity risk.

China’s regulatory authorities have introduced policies and regulations restricting the permitted
amount of investment with the proceeds raised from wealth management products in non-standard
credit assets by commercial banks. See “Supervision and Regulation — Regulation on Major Business
of Commercial Banks — Wealth Management.” If the regulatory authorities further restrict the wealth
management business of commercial banks, our business, financial condition and results of operations

could be adversely affected.

We cannot assure you that our various cost control strategies and measures will be continually and
effectively implemented in the future and achieve their expected effects.

In 2013, 2014 and 2015 and for the three months ended March 31, 2016, our cost-to-income ratio
was 65.6%, 60.9%, 60.7% and 61.1%, respectively. For the calculation of the cost-to-income ratio, see
“Financial Information — Selected Financial Data.” During the Track Record Period, we continually
sought to improve our allocation of financial resources by various means, including cost classification
and control and adoption of quota limits. However, we cannot assure you that these measures will
continue to be effectively implemented in the future. In addition, we may have to adjust our cost
control strategies and measures to respond to changes in the macroeconomic environment or to support
our business development. If expected effects of these strategies and measures are not achieved, our
operating costs may increase, which in turn may adversely affect our financial condition and results

of operations.

We are subject to risks associated with our off-balance sheet commitments.

We make commitments in the ordinary course of business which, under applicable accounting
principles, are not reflected as liabilities on our balance sheet, including irrevocable loan commitment,
bank acceptances, issued letters of guarantee and guarantees and unused credit card limits to our
customers. As of December 31, 2013, 2014 and 2015 and March 31, 2016, our off-balance sheet
commitments totaled RMB113.9 billion, RMB168.0 billion, RMB317.7 billion and RMB337.0 billion,
respectively. See “Financial Information — Off-balance Sheet Commitments.” Because we will be
required to fulfill these commitments when our customers are unable to perform their obligations, we
are subject to credit risk associated with these off-balance sheet commitments. If we are unable to
recover payment from our customers in respect of these commitments, our asset quality, financial
condition and results of operations may be adversely affected.
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We may be unable to meet capital adequacy requirements in the future.

We are subject to capital adequacy regulations set forth by the CBRC. Under relevant regulatory
requirements we are required to maintain capital adequacy ratios at all tiers no lower than the
minimum requirements under the Capital Administrative Measures (Provisional) during the
transitional period for the implementation thereof. As of March 31, 2016, our core tier-1 capital
adequacy ratio, tier-1 capital adequacy ratio and capital adequacy ratio, each as calculated under the
Capital Administrative Measures (Provisional), were 8.35%, 8.35% and 10.26%, respectively, which
are in compliance with the above regulatory requirements. We cannot assure you that we would be able
to meet capital adequacy requirements at all times. Our ability to satisfy the capital adequacy
requirements could be adversely affected as a result of a deterioration in our financial condition and
various other factors (such as potential increase in the minimum capital adequacy requirements, or
changes in the methodologies for calculating the capital adequacy ratios as stipulated by the CBRC).
To meet applicable capital adequacy requirements, we may have to limit the growth of our loan
portfolio or otherwise restrict our business development, such as selling or otherwise disposing of
certain assets on terms that are unfavorable to us or are inconsistent with our business plans. As a
result, our business, financial condition and results of operations may be materially and adversely
affected. For details of the capital adequacy requirements set by the CBRC, see “Supervision and

Regulation — Supervision over Capital Adequacy.”

We may have to raise additional capital to meet the capital adequacy requirements, and we may
not be able to do so at a desirable cost or in a timely manner, or at all. Our ability to obtain additional
capital may be restricted by a number of factors, many of which are beyond our control. These factors
include our future financial condition, results of operations and liquidity, our credit rating, applicable
regulatory licenses or approvals, the capital market condition, as well as the economic, political and
other conditions both within and outside the PRC. If we are not able to obtain sufficient additional
capital at a reasonable cost in a timely manner, or at all, we may not be able to comply with the above
capital adequacy requirements. In addition, the Administrative Measures on the Leverage Ratio of
Commercial Banks of the CBRC require us to maintain a leverage ratio of no lower than 4% by the
end of 2016. Our leverage ratio was 3.47% as of March 31, 2016. If we are not able to meet the
requirements of capital adequacy and leverage ratio, the CBRC may take regulatory actions against us,
including restricting the growth of our loans and other assets, declining our application for business
licenses, or restricting our ability to declare or distribute dividends. These actions may severely
damage our reputation as well as materially and adversely affect our business, financial condition and

results of operations.

We may not be able to successfully manage the growth of our overall business.

Our business continued growing during the Track Record Period. We may not be able to continue
to grow if we are not able to expand our product and service offerings to attract new customers,
improve our marketing strategies, or broaden our distribution channels. Our ability to maintain our
business growth is correlated to a number of factors affecting macroeconomic developments, such as

China’s GDP growth, the inflation rate, and the laws and regulations applicable to the banking and
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financial industries. We may not be able to maintain the current growth rate due to unfavorable
changes in one or more of the above factors. See “— Risks Relating to the PRC — The PRC economic,
political and social conditions and government policies may affect our business, financial condition,
results of operations and prospects.”

We need to continue to invest substantial financial, management and operational resources to
sustain our growth. However, we cannot assure you that we will be able to continually obtain these
resources in the future. For example, we may not be able to obtain additional internal and external
capital on acceptable terms, or to retain and attract a sufficient number of qualified staff to support

our business development. See
qualified staff.”

— We may not be able to recruit and retain a sufficient number of

We will be exposed to new risks as we continue to expand our product and service offerings.

We have been intensifying our product development efforts while continually expanding our
product and service offerings to meet customer needs and to enhance our competitiveness. For
example, as part of our growth strategy, we plan to introduce more fee- and commission-based
products and services to reduce our reliance on interest income. We also plan to further improve our
comprehensive operation capabilities and seek to open offices in Hong Kong or other countries or
regions to explore overseas business opportunities. We may therefore be exposed to new, more
challenging risks, including:

° insufficient experience or expertise in new products and services, which may prevent us
from effectively competing with our competitors;

° imitation of new products and services by our competitors;

° lack of market acceptance of our new products and services among our customers;

° inability to provide satisfactory customer services;

o inability to attract necessary additional qualified staff on commercially reasonable terms;
° lack of necessary financial, operational, management and human resources;
° inability to obtain relevant regulatory approvals and permits;

° failure to comply with laws and regulations, approval or license requirements of the
overseas markets into which we expand; and

° unsuccessful attempts to enhance our risk management and internal control capabilities and
to improve our information systems.

If we are unable to successfully expand our product and service offerings, or our new products

and services prove to be less profitable than expected due to above risks, our business, financial
condition, results of operations and prospects may be materially and adversely affected. For example,
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if we are not successful in launching more fee- and commission-based products and services, we may
have to continue to rely on interest income. This may cause us to face greater competition from other
banks for interest income or to suffer from lower net interest margins due to the interest rate
liberalization, which may in turn materially and adversely affect our business, financial condition and
results of operations. See “— Risks Relating to the PRC Banking Industry — We are subject to risk
relating to changes in interest rates and other market risks, and our ability to hedge market risks is
limited.”

We are subject to counterparty risks in our derivative transactions.

During the Track Record Period, we entered into foreign currency forward and swap contracts
as well as interest rate swap agreements with domestic and international counterparties in domestic
and international foreign exchange and derivative markets. While we believe that the overall
creditworthiness of our counterparties is satisfactory, we cannot assure you that our counterparties
with significant exposures will be able to timely and fully pay the amounts under relevant contracts
when due.

Our current risk management and internal control system may not be sufficient to protect us against

credit, market, liquidity, operational and other risks.

Our operations face a variety of risks, including credit risk, market risk, liquidity risk and
operational risks. During the Track Record Period, we adopted various measures to strengthen our risk
management capabilities, including improving our internal credit rating system, operational risk
management, internal control, tools for assessing market risk and liquidity risk, legal risk management
and reputational risk management, as well as continually upgrading our information systems. See
“Risk Management — Our Recent Risk Management Reform Measures.” Although we will update our
risk management policies and procedures on an ongoing basis, our ability to successfully implement
these measures and systems and to monitor and analyze their effectiveness is subject to constant
testing and improvement. We cannot assure you that our risk management policies and procedures will

be adequate to control all types of risks, or protect us from the impact of such risks.

In addition, our risk management and internal control capabilities are limited by the information,
tools or technologies available to us. For example, our ability to effectively monitor credit risk may

113

be compromised due to limited information sources or tools. See “— Our business depends on the
proper functioning and continuous improvement of our information system” and “— Risks Relating
to the PRC Banking Industry — The effectiveness of our credit risk management is restricted by the
quality and scope of credit information available in the PRC.” We will continually update and develop
information systems for certain risks to enhance our risk management and internal control, and we

cannot assure you that these systems will achieve their expected results.

If we are not able to effectively improve our risk management and internal control policies,
procedures and systems, or if we are not able to achieve their anticipated results in a timely manner,
our asset quality, business, financial condition and results of operations may be materially and
adversely affected.
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We may not be able to recruit and retain a sufficient number of qualified staff.

Our future success depends significantly on the experience, expertise and marketing abilities of
key personnel, including our senior management. Loss of these personnel may adversely affect our
business and results of operations. In recent years, the competition among banks and financial
institutions for talents has intensified, and we face fierce competition in attracting and retaining them.

Our business depends on the proper functioning and continuous improvement of our information
systems.

Our business depends on the capabilities of our information systems to process a large number
of transactions in an accurate and timely manner. The proper functioning of our financial control, risk
management, credit analysis and reporting, accounting, customer services and other information
systems, together with the communication networks among our branches and principal data processing
centers, is critical to our business and improving our competitiveness. We conduct real-time data
backup for the principal systems and communication networks to protect us against potential system
failures, and we maintain integrated operation and maintenance systems and a disaster recovery
structure of “two locations, three centers.” See “Business — Information Technology.” However, we
cannot assure you that our business will not be materially disrupted if a partial or complete failure
occurs in any of these systems, telecommunication network or the Internet. These failures may be
caused by various factors, many of which are beyond our control. These factors include natural
disasters, electric power or communication disruptions, software and hardware malfunctions, and
computer viruses. The secure storage and transmission of confidential data is also critical to our
operations. However, we may not be able to completely prevent loss or leakage of confidential data
due to unforeseeable security loopholes (such as hacking and viruses) or disruptions (such as hardware
and software defects or operational error). Any loss or leakage of confidential data may incur
economic loss, loss of customer, or penalty imposed on us by regulatory authorities. In addition, in
recent years, commercial banks and other financial institutions, including us, are heavily relying on
proper functioning of information systems for business operations and therefore are vulnerable to
cyber-attacks. Cyber-attacks may severely damage our online banking or mobile banking operations,
causing temporary or pro-longed interruption or suspension of relevant services or leakage of
confidential customer data. The occurrence of any above-mentioned incidents may adversely affect
our business, financial condition and results of operations.

We outsource a portion of the development or maintenance of our information systems to
third-party vendors. In light of the risks inherent in such outsourcing arrangements, such as unilateral
termination of the contractual arrangements or disclosure of confidential data and business secrets by
the vendors, we cannot assure you that these vendors will be able to provide us with stable and quality
information technology services on a continual basis. We cannot assure you, either, that we will be
able to renew the outsourcing arrangements on equivalent or more favorable terms when they expire,
or that we can enter into alternative outsourcing arrangements on commercially reasonable terms.

If we are not able to streamline and upgrade our information systems in a timely and effective
manner, we may not be able to maintain our competitiveness, and our risk management capabilities,
business and prospects may be materially and adversely affected.
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If we fail to protect customer information, we may be subject to legal and regulatory liabilities.

We gather, transmit, store and use customer information through the Internet and our information
systems. We attach great importance to customer information security and have taken actions as
appropriate to protect it. However, we may not be able to prevent the loss, leakage, theft or misuse
of customer information resulting from hacking or virus infection caused by, among others, defective
software and hardware or willful misconduct or negligence committed by the operators. If any of the
above occurs, we may receive investigations, warnings or punishments from the regulatory authorities,
or be subject to the obligations to compensate the victims as well as other legal and regulatory

liabilities, any of which may adversely affect our reputation, business and prospects.

If we fail to fully comply with applicable regulatory requirements, our reputation could be damaged,
and our business, financial condition and results of operations could be materially and adversely
affected.

We are subject to regulatory requirements set forth by various PRC regulatory authorities,
including but not limited to the PBOC, CBRC, CSRC, CIRC, NDRC, MOF, SAT, NAO, SAIC, SAFE,
and their local offices. These regulatory authorities may conduct periodic or ad hoc inspections, spot
checks and investigations on us and have the authority to impose fines on us or to require us to take

remedial or corrective measures based on their findings.

During the Track Record Period, we failed to meet certain of the above regulatory requirements.
See “Business — Legal and Regulatory Matters” and “Supervision and Regulation — Other Risk
Management Ratios.” We cannot assure you that we will be able to comply with all the applicable
regulatory requirements at all times, or that we will not be subject to any penalties or be required to
take remedial or corrective measures in the future as a result of such non-compliance. Our failure to
comply with applicable regulatory requirements may damage our reputation and have a material

adverse effect on our business, financial condition and results of operations.

We may be unable to effectively detect and prevent our employees, staff of our agency outlets, our
customers or any other third parties from engaging in illegal activities or other misconduct.

Fraud or other misconduct committed by our employees or third parties may be difficult to detect
or prevent and could subject us to financial losses and regulatory penalties as well as serious damage

to our reputation.

Illegal activities and other misconduct committed by our employees and staff of our agency
outlets include, but are not limited to, embezzlement, corruption, bribery, unauthorized extension of
credit, illegal fund-raising, and fraud, as well as misappropriation, theft and deception of customer
funds. For example, the employees at some of our directly-operated outlets were involved in the
extension of loans with identity fraud. See “Business — Special Incidents.” Furthermore, the illegal
activities or misconduct of our customers or other third parties conducted to us, such as fraud, theft,

and stealing of customer information, may damage our reputation or cause us to incur economic losses.
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We may not be able to timely detect money laundering and other illegal or improper activities, which

could harm our reputation or subject us to legal and regulatory liabilities.

We are governed by applicable PRC anti-money laundering and anti-terrorism laws and
regulations. These laws and regulations require us to enforce “know-your-customer” policies and
procedures and to report suspicious and large transactions to the relevant regulatory authorities, in
order to prevent our network from being used for money laundering, terrorism or other illegal or
improper activities. While we have strictly enforced the above policies and procedures, we may not
be able to fully eliminate these activities in light of the relatively short history of these laws and
regulations, and the complexity and the secrecy of these illegal or improper activities. We may
therefore be subject to legal and regulatory liabilities, which may materially and adversely affect our

business and harm our reputation.

Uncertainties in the global economy and, in particular, the PRC economy and the financial market
could materially and adversely affect our financial condition and results of operations.

While the global economy has gradually recovered since the financial crisis in 2008, although
at a slow pace, substantial uncertainties remain in the global and the PRC economy. In recent years,
while major economies, such as the European Union and Japan, remained sluggish, China and some
other emerging markets have seen slowing growth rates. According to the World Bank, growth rate of
global economy for 2016 is projected to be 3%, which is far lower than the average growth rate of
around 5% in the five years prior to 2008. According to the PRC government, China’s real GDP growth
rate in 2015 was 6.9%, which was the lowest in the past 25 years. The slowing global economy growth
and other factors have resulted in fluctuations in the global raw materials prices, such as coal, oil and
copper, and the increasing volatilities in the international capital markets. In addition, the increase in
U.S. dollar interest rate in the United States, the world’s largest economy, the quantitative easing or
negative interest rate policies implemented by the European Union and Japan in recent years, and the
impact of the proposed exit of the United Kingdom from the European Union, have further intensified

the uncertainties in the global economy.

Uncertainties in the global and the PRC economies may lead to contraction of liquidity, reduced
credit availability, deterioration in asset values, increase in bankruptcies, rising unemployment rates,
declining consumer and business confidence and other adverse consequences. These uncertainties may
adversely affect our financial condition and results of operations in many ways, including, among
other things:

° During a period of economic slowdown, there is a greater likelihood that our customers or
counterparties could become delinquent in respect of their loan repayments or other
obligations to us, which, in turn, could result in a higher level of NPL ratio, allowance for
impairment losses on loans and write-offs and thus adversely affect our results of
operations and financial condition;

o The value of our investment securities and other financial assets may significantly decline,
which may adversely affect our financial condition;
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° Our ability to raise additional capital on favorable terms, or at all, may be adversely
affected; and

° Trade and capital flows may further contract as a result of protectionist measures being
introduced in certain markets, which could cause a further slowdown in economies and
adversely affect our business prospects.

If the global and the PRC economies continue to grow slowly, or even experience a downturn,
our business, results of operations and financial condition could be materially and adversely affected.

We may be involved in legal and other disputes from time to time arising in the ordinary course of
our business.

We may be involved in legal and other disputes from time to time arising in the ordinary course
of our business. These disputes primarily relate to loan disputes. See “Business — Legal and
Regulatory Matters.” We make related provisions for the potential loss according to our policies. See
“Supervision and Regulation — Loan Classification, Allowance and Write-offs — Loan Loss
Allowance.” We cannot assure you that we will obtain judgment favorable to us in litigations in which
we are involved. Any disputes arising in the future may also damage our reputation, increase our
operational costs, or divert our resources and management attention from our business.

Our controlling shareholder has the ability to exercise significant influence over us.

Immediately following the completion of the Global Offering (assuming the Over-allotment
Option is not exercised), China Post Group is expected to hold approximately 69.23% of our issued
shares. Certain Directors act as the senior management or hold other positions of China Post Group.
For details of these Directors, see “Directors, Supervisors and Senior Management — Board of
Directors.” Under our Articles of Association and relevant laws and regulations, China Post Group
may exercise significant influence over our major decisions (including but not limited to our
management, business strategies and policies, the timing and size of dividends, plans for acquisition
or disposal of material assets and mergers and acquisitions, issuance of securities and
recapitalization), amendments to our Articles of Association and other matters that require the Board’s
approval. The interests of China Post Group may not be in line with those of other Shareholders and
us. We may, under the influence of China Post Group, make decisions that are not in the best interests
of other Shareholders and us.

Certain countries or persons with whom we or our customers transact with could be subject to U.S.
sanctions or other sanctions.

U.S. law generally prohibits U.S. persons from directly or indirectly investing or otherwise doing
business in or with certain countries or governments (such as Iran, Cuba, Crimea, North Korea, Sudan
and Syria) and with certain persons or businesses that have been specially designated by the U.S.
Treasury Department’s Office of Foreign Assets Control or other U.S. government agencies. Other

governments and international or regional organizations also administer similar economic sanctions.
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We may provide trade settlement, payments and other services to customers doing business with,
or located in, the above countries or persons to which sanctions apply. Our controls are designed from
our position as a domestic bank without international operations and seek to ensure compliance with
applicable sanctions laws and requirements in that domestic context. There is always the possibility
that particular customers may engage in transactions that implicate the United States, European Union
or other sanctions. If it is later determined that our customers have involved us in transactions that
violate or are sanctionable under the United States or other sanctions regulations, we may be subject
to sanctions or other penalties by the United States or other countries, and our reputation and future

business prospects could be adversely affected.

There are legal defects regarding some of our properties.

As of March 31, 2016, we owned 3,138 properties with an aggregate GFA of approximately
3,566,503 square meters in the PRC, among which we have not obtained the state-owned land use right
certificates and/or the building ownership certificates for 613 properties with an aggregate GFA of
approximately 658,229 square meters. Furthermore, as of March 31, 2016, apart from the lands
occupied by the above properties, we owned land use rights of 28 parcels of land with an aggregate
area of approximately 372,692 square meters on which there were no properties under constructions
or being completed. Among these parcels of land, we have not obtained the state-owned land use right
certificates for 6 parcels of land with an aggregate area of approximately 35,739 square meters. We
are in the process of actively applying for the relevant title certificates, and we have been cooperating
closely with the relevant authorities to expedite the process. However, we cannot assure you that we
will eventually obtain all of the required title certificates. If we are not able to continue to use the
relevant properties or lands due to our failure to obtain such title certificates, we may incur additional
costs as a result of the relocation or finding alternative properties, and our business, financial

condition and results of operations may also be adversely affected.

As of March 31, 2016, we leased 13,659 properties with an aggregate GFA of approximately
5,816,003 square meters in the PRC, which were primarily used as premises for our businesses and
offices. Among these properties, 6,023 properties with an aggregate GFA of approximately 2,252,259
square meters were leased from lessors who were not able to provide the building ownership
certificates of these properties or documents from the title owners of such properties authorizing the
lessors to lease out these properties. Therefore, the validity of such leases may be subject to legal
challenge. In addition, we are subject to the risks of being ordered by relevant authorities to reapply
for the relevant procedures and being imposed with the penalty in case of failures to do so, as we have
not completed the relevant lease registration procedures for 13,205 leased properties. Further, we
cannot assure you that we would be able to renew our leases on acceptable terms upon their expiration.
If we are not able to renew them upon expiration, or if relevant leases are terminated as a result of
challenges therewith by third parties, we may be forced to relocate from affected properties and incur
additional costs, and our business, financial condition and results of operations may be adversely
affected.

For details of our properties, see “Business — Properties.”
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We may not be able to successfully register our name or relevant trademarks in Hong Kong, and we
may not be able to continue to use certain trademarks as permitted by China Post Group.

We have filed applications for registering our name and a series of trademarks pertaining to our
name or its key words in Hong Kong. As of the Latest Practicable Date, some of these applications
were still pending the approval of Trade Marks Registry under the Intellectual Property Department
of the Hong Kong Government. See “Statutory and General Information — Intellectual Property
Rights — Trademarks” in Appendix VII to this prospectus. We cannot assure you that these
applications will ultimately be approved. If we fail to register the above name or trademarks, or if the
registration process is delayed, our name or trademarks may be infringed, and we may be deemed to
infringe upon the third party’s right for using such name or trademarks. Our business, financial
condition, results of operations and prospects may therefore be materially and adversely affected.

We have entered into a Trademark Licensing Agreement with China Post Group, pursuant to
which China Post Group grants us the rights to use certain trademarks which are registered or pending
application for registration in the PRC and/or Hong Kong by China Post Group, including the
trademarks 5 and 5?%& . For details of the Trademark Licensing Agreement and the trademarks

and HEBH  see “Connected Transactions — Exempt Continuing Connected Transactions —
Trademark Licensing” and “Statutory and General Information — Intellectual Property Rights —

Trademarks” in Appendix VII to this prospectus. As of the Latest Practicable Date, China Post Group
has applied for the registration of these trademarks in Hong Kong. However, we cannot assure you that
such application will ultimately be approved. If China Post Group fails to register the trademarks

and =5F ¥EMB  gych trademarks may be infringed, and we may be deemed to infringe upon the
third party’s right for using such trademarks, which may, in turn, materially and adversely affect our
business, financial condition, results of operations and prospects.

RISKS RELATING TO THE PRC BANKING INDUSTRY

We face intensifying competition from other banks and financial institutions in the PRC banking
industry, as well as competition from alternative investment and financing channels.

We compete with other commercial banks and financial institutions. Our competitors primarily
include other Large Commercial Banks, nationwide joint-stock commercial banks and rural banking
financial institutions. Our competitors may have stronger competitive strengths, and more financial,
management and technology resources in certain areas than we do. Additionally, as the PRC banking
sector becomes increasingly open to private capital, we expect to face enhanced competition from
privately owned banks. We compete with our main competitors for substantially the same customer
base for loans, deposits, and fee- and commission-based businesses. If we are not able to effectively
compete, our business, financial condition, results of operations and prospects may be materially and
adversely affected.

We also face competition from other investment alternatives. In recent years, there has been a
trend of accelerating financial disintermediation in the PRC, driven by the development of the capital
markets, the diversification of customer demand as well as the emergence and development of new
financial products. Financial disintermediation involves investors’ funds moved from commercial
banks and other financial institutions to direct investments. As a result, our deposit customers may
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withdraw their funds placed with us and invest them in stocks, debt securities and wealth management
products. This will lead to a decrease in our customer deposits, our most important source of funds
for our lending business, which in turn may reduce our net interest income. In addition, we also face
competition from direct corporate financing, such as the issuance of securities. If a substantial number
of our customers choose alternative ways of financing to meet their funding needs, our business,
financial condition and results of operations could be materially and adversely affected.

Commercial banks face competition from the Internet-based financial service industry.

In recent years, Internet-based financial service companies are developing rapidly in China. At
present, the major financial services provided by China’s Internet-based financial service companies
include online personal loans, third-party online and mobile payment, as well as online and mobile
wealth management. China’s commercial banks are facing the challenges with respect to products,
technologies and customer experience. Personal loan products provided by Internet-based financial
service companies may result in decreased demand of retail customers for commercial banks’ loans.
Various funds and Internet wealth management products have developed rapidly, which may result in
outflows of a large amount of saving deposits from commercial banks and then return to commercial
banks in the form of interbank deposits. As a result, commercial banks may experience increased
funding costs and narrowed interest margins, and therefore, reduced profitability. With the further
development of the Internet, many non-banking financial institutions have started to distribute
financial products on Internet platforms, which has affected commercial banks’ fee income for agency
services. Competition from the Internet-based financial service industry may materially and adversely
affect our business, financial condition, results of operations and prospects.

The rapid growth of the PRC banking industry may not be sustainable.

The PRC banking industry has grown rapidly along with China’s economic development and
increases in household income. However, uncertainties remain as to whether the PRC banking industry
will sustain the current growth rate. The profit growth rate of the PRC banking industry has
substantially declined in recent years due to a variety of reasons, including, among others, slowdown
in the PRC economy and other adverse macroeconomic developments in the PRC and other major
economies, industrial overcapacity, and local government debts related issues. The current rapid
growth of the PRC banking industry may not be sustainable.

The PRC banking industry is highly regulated, and we are susceptible to changes in regulations and
government policies.

The PRC banking industry is highly regulated. We are subject to the policies, laws and
regulations relating to the banking industry and the regulatory requirements and guidelines set forth
by various regulatory authorities including, but are not limited to, the PBOC, CBRC, CSRC, CIRC,
NDRC, MOF, SAT, NAO, SAIC and SAFE and their respective local offices. These policies, laws and
regulations and the regulatory requirements and guidelines impose requirements on, among others,
banking products and services, market entry, opening of new branches or institutions, tax and
accounting policy and pricing. The regulatory authorities may conduct periodic or ad hoc inspections,
spot checks and investigations on us and have the authority to impose fines on us or to require us to
take remedial or corrective measures based on their findings. These policies, laws and regulations and
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regulatory requirements and guidelines are subject to change, and we may not be able to adapt to such
changes in a timely manner, or at all. Fines or other penalties may be imposed on us, which may

materially and adversely affect our business, financial condition, results of operations and prospects.

IFRS 9 and its amendments may require us to change our provisioning practice for impairment of

financial assets in the future.

We currently assess the impairment of our loans and investment assets under IAS 39. The
determination of impairment requires our management to exercise significant judgment and discretion.
See “Financial Information — Critical Accounting Estimates and Judgments.” The International
Accounting Standards Board (“IASB”), which is responsible for developing and revising international
financial reporting standards, issued IFRS 9, which will replace the IAS 39 and will take effect on
January 1, 2018. Firstly, one of the major differences between IFRS 9 and IAS 39 is the classification
and measurement of financial assets. The classification of financial assets under IFRS 9 will require
us to consider the business model and the contractual cash flow characteristics of financial assets to
determine classification and subsequent measurement. Secondly, for debt instruments that will be
classified as “amortized cost” or “fair value through other comprehensive income” under IFRS 9, we
will be required to apply a new expected credit loss impairment model under IFRS 9, which, as
compared to the incurred loss model in IAS 39, uses more forward-looking information and does not
use the existence of an objective evidence of impairment as a precondition for recognizing credit
losses. It is not practicable to provide a reasonable estimate of the effect or quantify the impact on our
operating results and financial position until we make a detailed assessment as the new standard
requires changes to systems and processes to collect necessary data. We will change our current
provisioning practice in the future in accordance with IFRS 9 and any other future amendments to IAS
39 or similar standards, including any authoritative interpretive guidance on the application of such
new or revised standards, which may in turn materially affect our business, financial condition and

results of operations.

We are subject to risk relating to changes in interest rates and other market risks, and our ability

to hedge market risks is limited.

We significantly rely on our net interest income. In 2013, 2014 and 2015 and for the three months
ended March 31, 2016, our net interest income represented 95.7%, 96.5%, 94.0% and 87.8%,

respectively, of our operating income.

Adjustments by the PBOC to the benchmark interest rates on loans or deposits may adversely
affect our financial condition and results of operations. The PBOC has adjusted the benchmark interest
rates several times in recent years. The PBOC increased benchmark interest rates to restrain inflation
and cool down the PRC economy in 2011, while it reduced the benchmark interest rates in response
to the global economic recession in 2012, 2014 and 2015. For historical changes in the benchmark
interest rates, see “Supervision and Regulation — Pricing of Products and Services — Interest Rates
for Loans and Deposits.” Adjustments to the benchmark interest rates could affect the average yield

on our interest-earning assets and the average cost on our interest-bearing liabilities to different
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extents. Any such adjustments or any changes in the market interest rates could cause our interest
expenses to increase at a faster rate than our interest income, thus reducing our net interest spread and
net interest margin, which, in turn, could materially impact our financial condition and results of
operations.

Interest rates in the PRC have been gradually liberalized in recent years. The PBOC has fully
lifted restrictions on the interest rates for RMB-denominated loans (except for residential mortgage
loans) since July 2013, and those on the upper limit of interest rates for deposits with commercial
banks and rural cooperative financial institutions since October 2015. Loan-deposit spreads in the
PRC banking industry may further narrow due to market competition, which could reduce our
operating income. Furthermore, we cannot assure you that we will be able to adjust the composition
of our asset and liability and our pricing mechanism to effectively accommodate the interest rate
liberalization.

As a crucial step for interest rate liberalization in the PRC, the Regulations on Deposit
Insurance* (173K PR B Bl) were officially implemented on May 1, 2015. These regulations emphasize
protecting the depositors’ interests and may change the structure of deposits. As these regulations were
only recently implemented, and their influence on us cannot yet be measured accurately, we cannot
assure you that their implementation will not act as a drain on our customers with large deposits,
which could, in turn, materially and adversely affect our financial condition and results of operations.

We also engage in trading and investing in securities and other financial instruments. Income
generated from these activities are subject to volatilities caused by, among other things, changes in the
interest rates and foreign exchange rates. For example, increases in interest rates usually negatively
affect the value of our fixed income securities portfolio. In addition, because the PRC derivatives
market remains relatively underdeveloped, we may not be able to effectively hedge these market risks.

Volatility in the interest rates of interbank market could significantly increase our borrowing cost
and materially and adversely affect our liquidity, financial condition and results of operations.

We manage our liquidity partly through short-term borrowing in the interbank market. As of
March 31, 2016, deposits from banks and other financial institutions, placements from banks and other
financial institutions, and financial assets sold under repurchase agreements represented 2.6%, 1.0%
and 3.7% of our total liabilities, respectively.

Any significant changes in the liquidity and interest rates in the PRC interbank market could
affect our financing cost. An interbank interest rate system based on SHIBOR is developing in the
PRC. However, due to the relatively short history of the PRC interbank market, there may be
significant volatility in market interest rates. We cannot assure you that the SHIBOR interest rates will
not experience irregular fluctuations, or will return to the normal range in the short term after irregular
fluctuations in such rates. Any significant volatility in interest rates in the interbank market may have
a material adverse effect on our cost of borrowing of short-term funds and our liquidity.

In addition, pursuant to the Notice on Regulating Interbank Business between Financial

Institutions® (B 74 K % 5 Al A [R] SE2EFS A AN jointly promulgated by the PBOC and other
governmental authorities on April 24, 2014, the net balance of interbank lending of a commercial bank
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to a single financial corporation (excluding interbank deposits for settlement purposes), after
deducting assets with zero risk weighting shall not exceed 50% of its Tier 1 capital. The balance of
interbank borrowing of a commercial bank shall not exceed one third of its total liabilities. As of the
Latest Practicable Date, we have been in compliance with the above regulatory requirements. Subject
to the above laws and regulations, we may not be able to acquire sufficient short-term funds from the
interbank market at all times, and the regulatory authorities may further impose restrictions on
interbank business and interbank borrowing. This may increase our borrowing costs and may adversely

affect our liquidity.

Applicable laws and regulations impose certain limitations on the products in which commercial
banks may invest, which limit our ability to seek higher investment returns and to diversify our

investment portfolio.

Investment by commercial banks in the PRC is subject to a number of regulatory restrictions.
Traditionally, the investment assets of PRC commercial banks consist primarily of debt securities
issued by the MOF, the PBOC, policy banks, PRC commercial banks and corporates. In recent years,
due to the changing regulatory regimes and market conditions, the scope of investments available to
PRC commercial banks has been broadened to include, among others, trust investment plans, asset
management plans, wealth management products issued by commercial banks, investment funds,
asset-backed securities, beneficiary rights in margin financing, and beneficiary certificates. However,
permitted equity investments by commercial banks remain restricted. Therefore, our ability to seek
optimal returns through diversifying our investment portfolio may be limited. Moreover, a substantial
portion of our investment assets are RMB-denominated and our ability to manage the risks relating to
the RMB-denominated assets is restricted due to the limited hedging instruments available in the
market. A short-term significant decrease in the value of our RMB-denominated assets could

materially and adversely affect our financial condition and results of operations.

The effectiveness of our credit risk management is restricted by the quality and scope of credit

information available in the PRC.

The completeness and reliability of information on customer credit risk available in the PRC is
relatively limited. The PBOC has developed and put into use a national personal and corporate credit
information database. While it has made some progress in recent years, the database remained
relatively underdeveloped and the information available to us is limited. As a result, we may not be
able to fully assess the credit risk of certain customers based on complete, accurate and reliable
information. We have to rely on other publicly available or our internal information sources, which
may not be adequate in assessing the credit risk for certain customers. Moreover, the financial and
other restrictive provisions contained in the common loan contracts in the PRC may differ from those
in other countries or regions, which may prevent us from effectively and timely monitoring credit
rating changes of our customers. As a result, our ability to effectively manage credit risk may be
limited, which could in turn materially and adversely affect our business, financial condition and

results of operations.
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The transition from business tax to value-added tax may adversely affect our business, financial
condition and results of operations.

The PRC government has been progressively implementing the pilot reform for the transition
from business tax to value-added tax (“VAT”) in certain regions and industries from 2012. Pursuant
to the Notice on the Full Implementation of Pilot Program for Transition from Business Tax to
Value-added Tax* (B 74 4 1] 41 B & SE B o (AR i BE %8 %) and the Implementing Measures for
the Pilot Program for Transition from Business Tax to Value-added Tax* (% 3£ /Bi o003 (BB il 25 H e
WEi%) issued by the MOF and SAT on March 23, 2016, the pilot program started to apply to the
financial industry from May 1, 2016. We started to calculate and pay VAT instead of business tax on
the same date.

The transition from business tax to VAT has to a certain extent affected our operating income as
the VAT is not included in sales of goods or services. We have only recently become subject to the VAT
regime. In addition, the PRC government may further supplement and amend relevant policies and
rules, and different interpretations may be applied in implementing these policies and rules. As a
result, uncertainties remain as to the tax treatment of our income and expenses under the new VAT
regime. We will conduct on-going assessment on the impact on our tax burden and profitability caused
by the transition from business tax to VAT. We cannot assure you that the transition from business tax
to VAT will not have an adverse impact on our business, financial condition and results of operations.

We cannot assure you of the accuracy or comparability of facts, forecasts and statistics contained
in this prospectus with respect to the PRC, the PRC economy or the PRC banking industry.

Facts, forecasts and statistics in this prospectus relating to the PRC, its economy and financial
conditions and its banking industry, including our market share information, are derived from various
sources which are generally believed to be reliable. However, we cannot guarantee the quality and
reliability of such sources. In addition, these facts, forecasts and statistics have not been
independently verified by us and may not be consistent with the information available from other
sources, and may not be complete or up to date. We have taken reasonable caution in reproducing or
extracting the information from the above sources. However, due to differences in preparation
methods, discrepancies in market practice and other reasons, these facts, forecasts and other statistics
may be inaccurate or may not be comparable from period to period, or to facts, forecasts or statistics
of other economies.

Investments in the PRC commercial banks are subject to restrictions that may materially and
adversely affect the value of your investment.

Investments in the PRC commercial banks are subject to a number of ownership restrictions. For
example, prior approval from the CBRC is required for any person or entity to hold 5% or more of
the registered capital or total issued shares of a commercial bank in China, unless otherwise required
by the approval authority. If a shareholder of a commercial bank in China increases its shareholding
above the 5% threshold without obtaining prior approval from the CBRC, such shareholder may be
subject to sanctions by the CBRC, which include correction of such misconduct, confiscation of illegal
gains or fines. Under the PRC Company Law and the Guidelines on the Corporate Governance, we may
not extend any loans that use our shares as collateral. Under the Guidelines on the Corporate
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Governance, the Notice of CBRC on Strengthening the Management of Equity Pledge of Commercial
Banks* ([0 8RB € BE A 0 5 p SE SR AT AL #7145 LW A ) ) and/or our Articles of Association, a
Shareholder must notify our Board before pledging our shares as collateral for itself or others. In
addition, Shareholders who have outstanding loans from us exceeding the audited net value of our
shares held by them at the end of the previous fiscal year are not permitted to pledge our shares. Our
Shareholders (especially the major Shareholders) and our Directors designated by them are restricted
from voting in shareholders’ meetings and Board meetings, respectively, if such Shareholders fail to
repay outstanding borrowings when due or the number of shares pledged by a Shareholder reaches or
exceeds 50% of the total shares of our Bank held by such Shareholder. Changes of restrictions on our
Shareholders and their shareholding in us as imposed by the PRC government or as provided for in
our Articles of Association, may materially and adversely affect the value of your investment in the

future.

Our business, financial condition, results of operations and prospects and the value of your
investment may be adversely affected as a result of negative media coverage of the overall China’s
banking industry or those relating to us or our controlling shareholder.

China’s banking industry has been covered extensively and critically by various news media.
Historical coverage includes incidents of fraud committed by onshore banks and issues relating to
NPL ratio, loan quality, capital adequacy, repayment capability, profitability, internal control and risk
management. There was also negative media coverage relating to us in the past. In addition, China
Post Group, our controlling shareholder, and its other subsidiaries may from time to time be subject
to negative media coverage. Negative media coverage, whether or not accurate and whether or not
applicable to us, may have a material adverse effect on our reputation and may undermine the
confidence of our customers and investors. Our business, financial condition, results of operations and

prospects and the value of your investment may be materially and adversely affected as a result.

RISKS RELATING TO THE PRC

The PRC economic, political and social conditions and government policies may affect our business,
financial condition, results of operations and prospects.

Substantially all of our businesses and assets are located in the PRC, and a substantial majority
of our revenues are derived from our operations in the PRC. As a result, our business, financial
condition, results of operations and prospects are subject, to a significant degree, to the economic,
political, social conditions and regulatory environment in the PRC.

The PRC economy has undergone a transition from a planned economy to a market-oriented one.
The PRC government has taken various actions to introduce market forces for economic reform to
promote the establishment of sound corporate governance in business entities. However, the PRC
government still retains significant control over PRC’s economic growth through monetary, fiscal,
industrial, and regional policies. We may need to comply with the policy guidelines set by the PRC

government in the course of our business operations.
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Our operating performance has been and will continue to be affected by the PRC economy, which
in turn is influenced by the global economy. The uncertainties relating to the global economy and the
political environment in various regions of the world will continue to impact PRC’s economic growth.
See “— Risks Relating to Our Business — Uncertainties in the global economy and, in particular, the
PRC economy and the financial market could materially and adversely affect our financial condition
and results of operations.” We are unable to predict all the risks and uncertainties that we face as a
result of current economic, political, social and regulatory developments, and many of these risks are
beyond our control. All such factors may adversely affect our business, financial condition and results
of operations.

The PRC legal system could limit the legal protections available to you.

We are incorporated under the laws of the PRC, and our business operations are regulated by
laws and regulations of the PRC. The PRC legal system is based on written statutes. Prior court
decisions may be adduced for reference but have limited precedential value. Since 1979, the PRC
government has promulgated laws and regulations dealing with such economic matters as securities,
shareholders’ rights, foreign investment, corporate organization and governance, commerce, taxation
and trade, with a view towards developing a comprehensive system of commercial law. However, as
these laws and regulations are relatively new and the products, investment instruments and
environment in the PRC banking industry continue to evolve, the effect of these laws and regulations
on the rights and obligations of the parties involved may involve uncertainty. As a result, the legal
protections available to you under the PRC legal system may be limited.

You may experience difficulties in effecting service of legal process and enforcing judgments
against us and our management.

We are incorporated under the laws of the PRC, and substantially all of our assets are located in
the PRC. In addition, a majority of our Directors, Supervisors and senior management personnel reside
within the PRC, and substantially all of their assets are located within the PRC. As a result, it may
not be possible to effect service of process within the United States or elsewhere outside the PRC upon
our Directors, Supervisors and senior management personnel, including with respect to matters arising
under the U.S. federal securities laws or applicable state securities laws.

On July 14, 2006, the Supreme People’s Court of the PRC and the government of Hong Kong
Special Administrative Region entered into the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the
Hong Kong Special Administrative Region Pursuant to Choice of Court Agreements between Parties
Concerned* ([ A b S5 75 5 4 I 47 BRI 725 B A B 58 mT RS A T o <5 N I e 5 B 1) IR P S R AR ke 11y
ZHE) (the “Arrangement”). Under the Arrangement, where any designated PRC court or any
designated Hong Kong court has made an enforceable final judgment requiring payment of money in
a civil or commercial case under a choice of court agreement in writing, any party concerned may
apply to the relevant PRC court or Hong Kong court for recognition and enforcement of the judgment.
A choice of court agreement in writing is defined as any agreement in writing entered into between
parties after the effective date of the Arrangement in which a Hong Kong court or a PRC court is
expressly selected as the court having sole jurisdiction for the dispute. Therefore, it is not possible to
enforce a judgment rendered by a Hong Kong court in the PRC if the parties in dispute have not agreed
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to enter into a choice of court agreement in writing. Although the Arrangement became effective on
August 1, 2008, the outcome and effectiveness of any action brought under the Arrangement remain
uncertain. In addition, the PRC has not entered into a treaty for the reciprocal recognition and
enforcement of court judgments with the United States, the United Kingdom, Japan and most other
western countries, and Hong Kong has no arrangement for the reciprocal enforcement of judgments
with the United States. As a result, recognition and enforcement in the PRC or Hong Kong of judgment
of a court in the United States or any other jurisdictions mentioned above in relation to any matter that
is not subject to a binding arbitration provision may be difficult or impossible.

You will generally be subject to PRC withholding tax on dividends received on our H Shares, and
may be subject to PRC tax on gains realized on the disposition of our H Shares.

Under applicable PRC tax laws, regulations and statutory documents, non-PRC resident
individuals and enterprises are subject to different tax obligations with respect to dividends received
from us or gains realized upon the sale or other disposition of our H Shares. Non-PRC individuals are
generally subject to PRC individual income tax under the Individual Income Tax Law of the PRC*
(e N R AN R\ T 15 865 ) with respect to PRC source income or gains at a rate of 20% unless
specifically exempted by the tax authority of the State Council or reduced or eliminated by an
applicable tax treaty. We are required to withhold related tax from dividend payments. Pursuant to
applicable regulations, domestic non-foreign-invested enterprises issuing H shares in Hong Kong may
generally, when distributing dividends, withhold individual income tax at the rate of 10%. However,
withholding tax on distributions paid by us to non-PRC individuals may be imposed at other rates
pursuant to applicable tax treaties (and up to 20% if no tax treaty is applicable) if the identity of the
individual holder of H shares and the tax rate applicable thereto are known to us. There is uncertainty
as to whether gains realized upon disposition of H shares by non-PRC individuals are subject to PRC
individual income tax.

Non-PRC resident enterprises that do not have establishments or premises in the PRC, or that
have establishments or premises in the PRC but their income is not related to such establishments or
premises are subject to PRC enterprise income tax at the rate of 10% on dividends received from PRC
companies and gains realized upon disposition of equity interests in the PRC companies pursuant to
the Enterprise Income Tax Law of the PRC* (% A [ILFNEH 5 Fi7%) and other applicable
PRC tax regulations and statutory documents, which may be reduced or eliminated under special
arrangements or applicable treaties between the PRC and the jurisdiction where the non-resident
enterprise resides. Pursuant to applicable regulations, we intend to withhold tax at a rate of 10% from
dividends paid to non-PRC resident enterprise holders of H shares (including HKSCC Nominees).
Non-PRC resident enterprises that are entitled to be taxed at a reduced rate under an applicable income
tax treaty will be required to apply to the PRC tax authorities for a refund of any amount withheld in
excess of the applicable treaty rate, and payment of such refund will be subject to the PRC tax
authorities’ verification. As of the Latest Practicable Date, there are no specific rules about how to
levy tax on gains realized by non-resident enterprise holders of H shares through the sale or transfer
by other means of H shares.

There remains significant uncertainty as to the interpretation and application of the relevant PRC
tax laws by the PRC tax authorities, including whether and how individual income tax or enterprise
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income tax on gains derived by holders of our H Shares from their disposition of our H Shares may
be collected. If any such tax is collected, the value of our H Shares may be materially and adversely
affected. See “Appendix VI — Taxation and Foreign Exchange — Taxation — Taxation in the PRC”
to this prospectus.

Payment of dividends is subject to restrictions under PRC laws.

Under applicable PRC laws and our Articles of Association, dividends may be paid only out of
distributable profits. Our profit after tax available for distribution for a particular fiscal year shall be
the lower of profit after tax as shown in the financial statements prepared under either PRC GAAP or
IFRS. We are prohibited from paying dividends for a given year out of our profit after tax to our
Shareholders in proportion to their respective shareholdings before making up any accumulated losses
of previous years and making appropriations to the statutory surplus reserve and general reserve as
well as discretionary reserve as approved by our Shareholders’ meeting. As a result, we may not have
distributable profits to make dividend distributions to our Shareholders, including in respect of
periods where we have recorded an accounting profit. Any distributable profits not distributed in a
given year may be retained and available for distribution in subsequent years. In addition, the CBRC
has discretion to restrict dividend payments and other distributions by any bank that has failed to meet
statutory capital adequacy ratio requirements or that has violated certain other PRC banking
regulations. For details, see “Supervision and Regulation — Supervision over Capital Adequacy —
CBRC Supervision over Capital Adequacy.”

We are exposed to risk relating to PRC government controls on currency conversion and
fluctuations in exchange rates.

Substantially all of our revenue is denominated in Renminbi, which is currently not a fully freely
convertible currency. A portion of our revenues must be converted into other currencies in order to
meet our foreign currency obligations. For example, we need to obtain foreign currency to make
payments of declared dividends, if any, on our H Shares. Under existing PRC laws and regulations on
foreign exchange, following the completion of the Global Offering, we will be able to make dividend
payments in foreign currencies without prior approval from the SAFE. However, in the future, the PRC
government may, at its discretion, take measures to restrict access to foreign currencies for capital
account and current account transactions under certain circumstances. As a result, we may not be able
to pay dividends in foreign currencies to holders of our H Shares.

We are also exposed to risk relating to fluctuations in exchange rates. The value of the Renminbi
against the U.S. dollar and other currencies fluctuates from time to time and is affected by a number
of factors, such as changes in the PRC and international political and economic conditions and the
fiscal, monetary and foreign exchange policies prescribed by the PRC government. On July 21, 2005,
the PRC government adopted a more flexible managed floating exchange rate system to allow the
value of the Renminbi to fluctuate within a regulated band that is based on market supply and demand
and with reference to a basket of currencies. The PRC government has since introduced further
changes to the exchange rate system in 2012 and 2014. On August 11, 2015, the PBOC announced to
reform the central parity quotations of Renminbi against the U.S. dollar by authorizing market-makers
to provide central parity quotations to the China Foreign Exchange Trading Center with reference to
the interbank foreign exchange market closing rate on the previous day, the supply and demand for
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foreign exchange as well as changes in major international currency exchange rates. On the same day,
the central parity of Renminbi against the U.S. dollar depreciated by nearly 2% as compared to August
10, 2015. From August 11, 2015 to the Latest Practicable Date, the central parity of Renminbi against
the U.S. dollar fluctuated between 0.1493 and 0.1583, according to the PBOC. With the development
of foreign exchange market and progress towards interest rate liberalization and Renminbi
internationalization, the PRC government may in the future announce further changes to the exchange

rate system.

As of March 31, 2016, only 1.1% of our assets and 0.3% of our liabilities were denominated in
foreign currencies. Therefore, we believe that our current exposure to risk relating to fluctuations in
exchange rates is limited. However, as our foreign currency business expands, any appreciation of the
Renminbi against the U.S. dollar or any other foreign currencies may result in a decrease in the value
of our foreign currency-denominated assets, which could in turn adversely affect our business,
financial condition and results of operations. Moreover, any appreciation of the Renminbi against the
U.S. dollar or any other foreign currencies may also materially and adversely affect the financial
condition of certain of our customers, particularly those deriving substantial income from export
related businesses, and their ability to perform their obligations to us. Conversely, any devaluation of
the Renminbi may adversely affect the value of, and any dividends payable on, our H Shares in foreign

currencies.

As the instruments available to us to hedge our exchange rate risk at reasonable cost are limited,
we cannot assure you that we will be able to fully hedge our exchange rate risk exposure relating to
our foreign currency-denominated assets. Furthermore, we are required to obtain approval from the
SAFE before converting large amounts of foreign currencies into Renminbi. All of these factors could

adversely affect our financial condition and results of operations.

Any future occurrence of force majeure events, natural disasters or outbreaks of contagious
diseases in the PRC may have a material adverse effect on our business, financial condition and

results of operations.

Any future occurrence of force majeure events, natural disasters, epidemics, acts of war or
terrorism or other factors beyond our control may adversely affect the economy, infrastructure and
livelihood of the people in areas where we operate. These areas may be under the threat of typhoon,
tornado, snow storm, earthquake, flood, drought, power shortages or failures, or are susceptible to
epidemics, various types of influenza, potential wars or terrorist attacks, riots, disturbances or strikes.
Serious natural disasters may result in tremendous casualties and destruction of assets and disrupt our
business and operations. Severe contagious disease outbreaks could result in a widespread health crisis
that could materially and adversely affect business activities and operations in the affected regions.
Acts of war or terrorist activities, riots or disturbances may also cause casualties to our employees,
and disrupt our business network and operations. Any of these factors or other factors beyond our
control could have an adverse effect on the overall business environment of the areas where we operate

and therefore negatively affect our business and results of operations.
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RISKS RELATING TO THE GLOBAL OFFERING

An active public market for our H Shares may not develop or be sustained, and their trading price

may fluctuate significantly.

Prior to the Global Offering, there was no public market for our H Shares. We cannot assure you
that an active public market for our H Shares will develop or be sustained following the completion
of the Global Offering. In addition, the offer price of our H Shares is expected to be fixed by
agreement between the Joint Bookrunners on behalf of the Underwriters and us and may not be
indicative of the market price of our H Shares following the completion of the Global Offering. If an
active public market for our H Shares does not develop or be sustained following the completion of
the Global Offering, the market price and liquidity of our H Shares may be adversely affected.

The trading volume and market price of our H Shares may be volatile, which could result in

substantial losses for investors who purchase our H Shares in the Global Offering.

The price and trading volume of our H Shares may be highly volatile. Factors, some of which
are beyond our control, such as variations in our income, earnings and cash flows, changes in our
pricing policy as a result of competition, the emergence of new technologies, strategic alliances or
acquisitions, the addition or departure of key personnel, changes in ratings by financial analysts and
credit rating agencies, litigations or fluctuations in the market prices and demand for our products or
services, could cause substantial and sudden changes in the volume and price at which our H Shares
will trade. In addition, the Hong Kong Stock Exchange and other securities markets have, from time
to time, experienced significant price and volume fluctuations that are not related to the operating
performance of any particular company. These fluctuations may also materially and adversely affect

the market price of our H Shares.

Future sales (or perceived sales) or conversion of our securities in the public market (including any
future conversion of our Domestic Shares into H Shares) could adversely affect the market price of
our H Shares and our ability to raise capital in the future, or may result in dilution of your
shareholding.

The market price of our H Shares could decline as a result of future sales of substantial amount
of our Shares or other securities relating to our Shares in the public market, or the issuance of new
H Shares or other securities relating to our Shares, or the perception that such sales or issuances may
occur. Future sales, or perceived sales, of substantial amount of our securities, including any future
offerings, could materially and adversely affect the market price of our H Shares and our ability to
raise capital in the future at a time and at a price which we deem appropriate. In addition, our
Shareholders would experience a dilution in their holdings upon the issuance of additional securities
regardless of the purpose. If additional funds were raised through our issuance of new equity or
equity-linked securities other than on a pro-rata basis to existing Shareholders, the ownership
percentage of such Shareholders could be reduced and such new securities might confer rights and

privileges that take priority over those conferred by the H Shares.
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A certain number of our Shares held by existing Shareholders are or will be subject to contractual
and/or legal restrictions on resale for a period of time after completion of the Global Offering. See
“Share Capital — Transfer of Shares Issued Prior to the Global Offering” and “Underwriting —
Underwriting Arrangements and Expenses — The Hong Kong Public Offering — Undertakings
pursuant to the Hong Kong Listing Rules and the Underwriting Agreement.” After the lapse of the
restrictions mentioned above, future sales or perceived sales of substantial amount of our H Shares
could negatively impact the market price of our H Shares and our ability to raise equity capital in the
future. In addition, a portion of the H Shares in the Global Offering will be subscribed by the
Cornerstone Investors. While the Cornerstone Investors have agreed not, directly or indirectly, at any
time within the period of six months following the Listing Date, to dispose of any of such H Shares,
such restrictions do not apply to certain Cornerstone Investors where such Cornerstone Investors may
use the relevant H Shares as security (including as a charge or a pledge) for a bona fide commercial
loan, which could include a pledge of such shares as security for a loan to finance the purchase of
relevant H Shares. If such pledge were to be created and subsequently enforced, such shares may be
available for sale during the relevant lock-up period.

Upon the completion of the Global Offering, the NSSF will hold a portion of our H Shares. These
H Shares are not subject to any lock-up restrictions. Any future sales or perceived sales of our H
Shares by the NSSF may adversely affect the market price of our H Shares. Any conversion from
Domestic Shares into the H Shares may materially and adversely affect the prevailing market price of
the H Shares, and may result in dilution in shareholding of holders of our H Shares. See “Share
Capital.”

Upon the completion of the Global Offering and the conversion of unlisted Foreign Shares held
by our existing foreign Shareholders, we will have two classes of ordinary shares, namely H Shares
and Domestic Shares. None of our Domestic Shares is listed or traded on any stock exchange.
Assuming the Over-allotment Option is not exercised, there will be 19,505,921,000 H Shares
representing 24.17% of our enlarged share capital, and 61,204,667,000 Domestic Shares representing
75.83% of our enlarged share capital. The holders of Domestic Shares may convert their Domestic
Shares into H Shares provided such conversion shall have gone through any requisite internal approval
process and complied with the regulations prescribed by the securities regulatory authorities of the
State Council and the regulations, requirements and procedures prescribed by the overseas stock
exchange(s) and have been approved by the securities regulatory authorities of the State Council,
including the CSRC. The listing of such converted Shares on the Hong Kong Stock Exchange will also
require the approval by the Hong Kong Stock Exchange. No class shareholder vote is required for the
conversion of such Shares and the listing and trading of the converted Shares on an overseas stock
exchange. Future sales, or perceived sales, of the converted Shares may adversely affect the trading
price of H Shares.

You may incur immediate dilution because the Offer Price of the H Shares may be higher than the
net tangible asset value per Share.

The initial public offering price of our H Shares may be higher than the pro forma adjusted net
tangible assets per Share as of March 31, 2016. Therefore, purchasers of our H Shares in the Global
Offering will experience an immediate dilution in pro forma net tangible assets per Share and our
existing Shareholders will receive an increase in the pro forma adjusted consolidated net tangible
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assets per Share of their Shares. In addition, holders of our H Shares may experience a further dilution
of their shareholding percentage if the Joint Representatives on behalf of the International
Underwriters exercise the Over-allotment Option or if we obtain additional capital in the future
through equity offerings.

Dividends distributed in the past may not be indicative of our dividend policy in the future.

In 2013, 2014, 2015 and for the three months ended March 31, 2016, we distributed total cash
dividends of RMB2.0 billion, nil, nil and RMBS5.0 billion, respectively.

In March 2016, we determined that cash dividends of RMB9.0 billion were payable to China Post
Group out of the distributable profit for the period from January 1, 2015 to December 17, 2015, the
closing date of the capital injection by the Strategic Investors. As of the Latest Practicable Date, we
had fully paid such cash dividends of RMB9.0 billion to China Post Group.

The amount of dividends we paid historically is not indicative of the amount of dividends that
we may pay in the future. Any future declaration of dividends will be approved by our Shareholders’
general meeting. In formulating our dividend policies, we attach importance to providing reasonable
returns for our investors and keeping continuous and stable dividend policies while taking into
consideration our long-term benefits, overall benefits of our Shareholders and our sustainable
development. However, whether we pay dividends and the amount of dividends also depend on various
other factors, including our financial condition, results of operations, prospects, capital adequacy and
other factors. For further details of our dividend policy, see “Financial Information — Dividend
Policy.” We cannot guarantee whether and when we will pay dividends in the future.

You should read the entire prospectus carefully, and we strongly caution you not to place any
reliance on any information contained in press articles or other media regarding us or the Global

Offering.

There may have been, prior to the publication of this prospectus, and there may be, subsequent
to the date of this prospectus but prior to the completion of the Global Offering, press and media
coverage regarding us and the Global Offering. Some of these articles may include, among other
things, certain financial information, projections, valuations and other information about the Global
Offering that are not contained in this prospectus. We have not authorized the disclosure of any such
information in any press or media. We do not accept any responsibility for any information which is
not sourced from or authorized by us. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such information reported by the press or other media, nor the
fairness, appropriateness or reliability of any forecasts, views or opinions conveyed by the press or
other media regarding our H Shares, the Global Offering or us. To the extent that any such information
appearing in publications other than this prospectus is inconsistent or conflicts with the information
contained in this prospectus, we disclaim any responsibility for it and you should not rely on such
information. Accordingly, you should rely solely upon the information contained in this prospectus,
the Application Forms and any formal announcements made by us in Hong Kong in making your
investment decision regarding our H Shares. By applying to purchase the Offer Shares in the Global
Offering, you will be deemed to have agreed that you will not rely on any information other than the
information contained in this prospectus and the Application Forms.
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There will be a time gap of several business days between pricing and trading of the H Shares
offered by us in the Global Offering. Accordingly, holders of our H Shares may be subject to the
risk that the H Shares trading price could fall before trading of our H Shares begins.

The initial price range of public offering of our H Shares is determined on the date of this
prospectus. However, trading of our H Shares on the Hong Kong Stock Exchange will not commence
until they are delivered, which is expected to be several business days after the Price Determination
Date. As a result, investors may not be able to sell or otherwise deal in our H Shares during that period.
Accordingly, holders of our H Shares may be subject to the risk that the price of our H Shares could
fall before trading begins as a result of adverse market conditions or other unfavorable circumstances

that may occur between the time of sale and the time trading begins.

Possible FATCA Withholding After 2018

Provisions under the Internal Revenue Code of 1986, as amended, and treasury regulations
thereunder (commonly referred to as “FATCA”) impose 30% withholding on certain “foreign passthru
payments” made by a non-U.S. financial institution (including an intermediary) that has not entered
into an agreement with the U.S. Internal Revenue Service to perform certain diligence and reporting
obligations with respect to the financial institution’s U.S.-owned accounts (each such non-U.S.
financial institution, a “Participating Foreign Financial Institution”). If our Bank or any intermediary
through which a holder may hold H Shares is or becomes a Participating Foreign Financial Institution,
this withholding may be imposed on payments on the H Shares to any non-U.S. financial institution
(including an intermediary) that is not a Participating Foreign Financial Institution and is not
otherwise exempt from FATCA and other holders who do not provide sufficient identifying
information, to the extent such payments are considered “foreign passthru payments.” Under current
guidance, the term “foreign passthru payment” is not defined and it is therefore not clear whether or
to what extent payments on the H Shares would be considered foreign passthru payments. Withholding
on foreign passthru payments would not be required with respect to payments made before January 1,
2019. The United States has entered into intergovernmental agreements with many jurisdictions
(including an agreement in substance with China) that modify the FATCA withholding regime
described above. It is not yet clear how these intergovernmental agreements will address “foreign
passthru payments” and whether such agreements will require financial institutions to withhold on
foreign passthru payments. Our Bank has registered with the U.S. Internal Revenue Service as a
financial institution for FATCA purposes. Prospective investors should consult their tax advisors
regarding the consequences of FATCA, or any intergovernmental agreement or non-U.S. legislation

implementing FATCA, to their investment in H Shares.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies Ordinance, the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving our
information to the public with regard to the Bank. Our Directors, having made all reasonable enquiries
confirm that, to the best of their knowledge and belief, the information contained in this prospectus
is accurate and complete in all material respects and not misleading or deceptive, and there are no
other facts the omission of which would make any statement in this prospectus misleading or

deceptive.

CBRC AND CSRC APPROVAL

The CBRC and CSRC issued an approval letter on June 24, 2016 and August 15, 2016,
respectively, for our Global Offering and application to list the H Shares on the Hong Kong Stock
Exchange. In granting such approval, neither the CBRC nor the CSRC accepts any responsibility for
our financial soundness, nor do they accept any responsibility for the accuracy of any of the statements
made or opinions expressed in this prospectus or in the Application Forms. No other approvals are
required to be obtained for the listing of the H Shares on the Hong Kong Stock Exchange.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. Neither the delivery of this prospectus nor any offering, sale or
delivery made in connection with the H Shares should, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a change in
our affairs since the date of this prospectus or imply that the information contained in this prospectus

is correct as of any date subsequent to the date of such information.

For applicants under the Hong Kong Public Offering, this prospectus and the Application Forms
set out the terms and conditions of the Hong Kong Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms, and on the terms and subject to
the conditions set out herein and therein. No person is authorized to give any information in
connection with the Global Offering or to make any representation not contained in this prospectus,
and any information or representation not contained herein must not be relied upon as having been
authorized by our Bank, the Joint Representatives, the Joint Sponsors, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors,

agents, employees or advisors or any other party involved in the Global Offering.
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OFFER SHARES FULLY UNDERWRITTEN

The listing of our H Shares on the Hong Kong Stock Exchange is sponsored by the Joint
Sponsors. The Global Offering is managed by the Joint Global Coordinators. The Hong Kong Public
Offering is fully underwritten by the Hong Kong Underwriters listed in the section headed
“Underwriting” and is subject to the Hong Kong Underwriting Agreement between, among others, the
Joint Representatives (for themselves and on behalf of, among others, the Hong Kong Underwriters)
and us and the Offer Price to be agreed on the Price Determination Date. The International Offering

is expected to be fully underwritten by the International Underwriters.

If, for any reason, the Offer Price is not agreed between the Joint Representatives (on behalf of,
among others, the Joint Bookrunners and the Underwriters) and us on or before September 22, 2016,
the Global Offering will lapse. For full information about the Underwriters and the underwriting

arrangements, please see the section headed “Underwriting” in this prospectus.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in the section headed “How
to Apply for Hong Kong Offer Shares” in this prospectus and on the relevant Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section

headed “Structure of the Global Offering” in this prospectus.

OVER-ALLOTMENT OPTION AND STABILIZATION

In connection with the Global Offering, the Stabilizing Manager or its affiliates or any person
acting for them may over-allocate H Shares or effect any other transactions with a view to stabilizing
and maintaining the market price of the Offer Shares at a level higher than which might otherwise
prevail for a limited period after the Listing Date. However, there is no obligation on the Stabilizing

Manager or its affiliates or any person acting for them to conduct any such stabilizing action.

In connection with the Global Offering, our Bank is expected to grant to the International
Underwriters the Over-allotment Option, which is exercisable in full or in part by the Joint
Representatives (on behalf of the International Underwriters) no later than 30 days after the last day
for lodging applications under the Hong Kong Public Offering. Pursuant to the Over-allotment Option,
our Bank may be required to issue at the Offer Price up to an aggregate of additional 1,815,988,000
H Shares, representing approximately 15% of the total number of H Shares initially available under
the Global Offering.

Details of the arrangements relating to the Over-allotment Option and stabilization are set out in

the section headed “Structure of the Global Offering” in this prospectus.
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RESTRICTIONS ON OFFER AND SALE OF H SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his/her/its acquisition of the Hong Kong Offer Shares to, confirm that
he/she/it is aware of the restrictions on offers and sales of the Hong Kong Offer Shares described in

this prospectus and the Application Forms.

No action has been taken to permit a public offering of the H Shares in any jurisdiction other than
Hong Kong, or the distribution of this prospectus and/or the Application Forms in any jurisdiction
other than Hong Kong. Accordingly, this prospectus and/or the Application Forms may not be used for
the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorized or to any person to whom it is
unlawful to make such an offer or invitation. The distribution of this prospectus and/or the Application
Forms and the offering and sales of the Offer Shares in other jurisdictions are subject to restrictions
and may not be made except as permitted under the applicable securities laws of such jurisdictions
pursuant to registration with or authorization by the relevant securities regulatory authorities or an
exemption therefrom. In particular, the Offer Shares have not been publicly offered or sold, directly
or indirectly, in the PRC or the U.S.

APPLICATION FOR LISTING OF THE H SHARES ON THE HONG KONG STOCK
EXCHANGE

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the granting
of listing of, and permission to deal in, (i) our H Shares to be issued pursuant to the Global Offering
(including any additional H Shares which may be issued pursuant to the exercise of the Over-allotment
Option); (ii) the H Shares to be converted from the Domestic Shares and transferred to NSSF pursuant
to the relevant PRC regulations relating to reduction of state-owned shares; and (iii) the H Shares to
be converted from the unlisted Foreign Shares held by UBS, CPPIB, JPMorgan CICII, FMPL, IFC and
DBS Bank.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
if the permission for the H Shares to be listed on the Hong Kong Stock Exchange pursuant to this
prospectus has been refused before the expiration of three weeks from the date of the closing of the
Global Offering or such longer period not exceeding six weeks as may, within the said three weeks,
be notified to us by or on behalf of the Hong Kong Stock Exchange, then any allotment made on an

application in pursuance of this prospectus shall, whenever made, be void.

Dealings in the H Shares on the Hong Kong Stock Exchange are expected to commence at 9:00
a.m. on September 28, 2016. Except for our application to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the H Shares, no part of our share or loan capital is listed on or
dealt in on the Hong Kong Stock Exchange or any other stock exchange and no such listing or

permission to list is being or proposed to be sought in the near future.
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H SHARE REGISTER AND STAMP DUTY

All of the H Shares issued pursuant to applications made in the Global Offering will be registered
on the H Share register of members of our Bank maintained by our H Share Registrar, Computershare
Hong Kong Investor Services Limited, in Hong Kong. Our register of members will also be maintained
by us at our legal address in the PRC.

Dealings in the H Shares registered on the H Share register of members of our Bank in Hong
Kong will be subject to Hong Kong stamp duty. The stamp duty is charged to each of the seller and
purchaser at the ad valorem rate of 0.1% of the consideration for, or (if greater) the value of, the H
Shares transferred. In other words, a total of 0.2% is currently payable on a typical sale and purchase
transaction of the H Shares. In addition, a fixed duty of HK$5 is charged on each instrument of transfer
(if required).

Unless determined otherwise by the Bank, dividends payable in respect of our H Shares will be
paid to the Shareholders listed on the H Share register of members of our Bank in Hong Kong, by
ordinary post, at the Shareholders’ risk, to the registered address of each Shareholder of the Bank.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not to register
the subscription, purchase or transfer of any H Shares in the name of any particular holder unless the
holder delivers a signed form to the H Share Registrar in respect of those H Shares bearing statements
to the effect that the holder:

(i) agrees with us and each of our Shareholders, and we agree with each Shareholder, to
observe and comply with the PRC Company Law, the Companies Ordinance, the Companies
(Winding Up and Miscellaneous Provisions) Ordinance, the Special Regulations and our
Articles of Association;

(i1) agrees with us, each of our Shareholders, Directors, Supervisors, managers and officers,
and we, acting for ourselves and for each of our Directors, Supervisors, managers and
officers agree with each Shareholder, to refer all differences and claims arising from our
Articles of Association or any rights or obligations conferred or imposed by the PRC
Company Law or other relevant laws and administrative regulations concerning our affairs
to arbitration in accordance with our Articles of Association, and any reference to
arbitration shall be deemed to authorize the arbitration tribunal to conduct hearings in open
session and to publish its award, which shall be final and conclusive;

(iii) agrees with us and each of our Shareholders that our H Shares are freely transferable by the
H Shares holders thereof; and

(iv) authorizes us to enter into a contract on his/her/its behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers and
officers undertake to observe and comply with their obligations to our Shareholders as
stipulated in our Articles of Association.
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H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the H Shares on the Hong Kong
Stock Exchange and our compliance with the stock admission requirements of HKSCC, the H Shares
will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
effect from the Listing Date or any other date as determined by HKSCC. Settlement of transactions
between Exchange Participants (as defined in the Listing Rules) is required to take place in CCASS
on the second Business Day after any trading day. All activities under CCASS are subject to the
General Rules of CCASS and CCASS Operational Procedures in effect from time to time. Investors
should seek the advice of their stockbroker or other professional advisor for details of the settlement
arrangements as such arrangements may affect their rights and interests. All necessary arrangements
have been made enabling the H Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisors
as to the taxation implications of subscribing for, purchasing, holding or disposal of, and/or dealing
in the H Shares or exercising rights attached to them. None of us, the Joint Representatives, the Joint
Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of their respective directors, officers, employees, agents or representatives or any
other person or party involved in the Global Offering accepts responsibility for any tax effects on, or
liabilities of, any person resulting from the subscription, purchase, holding, disposition of, or dealing

in, or the exercise of any rights in relation to, the H Shares.

EXCHANGE RATE CONVERSION

Unless otherwise specified, amounts denominated in Renminbi and U.S. dollars have been
converted, for the purpose of illustration only, into Hong Kong dollars in this prospectus at the

following rates:

RMBO0.86019 to HK$1.00000 (being the prevailing exchange rate on September 2, 2016 set by
the PBOC)

HK$7.7555 to US$1.0000 (being the exchange rate in effect on September 2, 2016 as set forth
in the H.10 weekly statistical release of the Board of Governors of the Federal Reserve System
of the United States on September 6, 2016)

No representation is made that any amounts in Renminbi, Hong Kong dollars or U.S. dollars can

be or could have been at the relevant dates converted at the above rates or any other rates or at all.
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LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Provided, however, that translated English names of Chinese
laws and regulations, governmental authorities, departments, entities (including our subsidiary),
institutions, natural persons, facilities, certificates, titles and the like included in this prospectus and
for which no official English translation exists are unofficial translations for identification purposes

only. In the event of such inconsistency, the Chinese name prevails.

ROUNDING

Any discrepancies in any table or chart between totals and sums of amounts listed therein are due

to rounding.
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In preparation for the Listing, we have sought the following waivers from strict compliance with
the relevant provisions of the Listing Rules.

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have a sufficient management presence in
Hong Kong. This normally means that at least two of our executive Directors must be ordinarily
resident in Hong Kong. Since most of the business operations of our Bank are managed and conducted
outside of Hong Kong, and a majority of our Directors ordinarily reside outside Hong Kong, we do
not have, and do not contemplate in the foreseeable future that we will have sufficient management
presence in Hong Kong for the purpose of satisfying the requirement under Rule 8.12 of the Listing
Rules. Accordingly, pursuant to Rule 19A.15 of the Listing Rules, we have applied for, and the Hong
Kong Stock Exchange has granted a waiver from strict compliance with the requirements under Rule
8.12 of the Listing Rules subject to the following conditions:

(a) we have appointed Ms. Yao Hong and Mr. Xu Xueming as authorized representatives for the
purpose of Rules 3.05 and 19A.07 of the Listing Rules to serve as our principal channel of
communication with the Hong Kong Stock Exchange. We have provided the Hong Kong
Stock Exchange with their contact details, and they can be readily contactable to promptly
deal with enquiries from the Hong Kong Stock Exchange, and will also be available to meet
with the Hong Kong Stock Exchange to discuss any matters on short notice. As and when
the Hong Kong Stock Exchange wishes to contact the Directors on any matters, each of the
authorized representatives will have means to contact all of our Directors promptly at all
times. We will also inform the Hong Kong Stock Exchange promptly in respect of any
changes in the authorized representatives.

(b) one of our independent non-executive Directors, Mr. Fu Tingmei, will be ordinarily resident
in Hong Kong and will serve as an additional channel of communication between our Bank
and the Hong Kong Stock Exchange. We have provided the Hong Kong Stock Exchange
with the contact details (i.e. mobile phone number, office phone number, e-mail address and
fax number) of each Director to facilitate communication with the Hong Kong Stock
Exchange. Furthermore, each Director who is not ordinarily resident in Hong Kong
possesses or can apply for valid travel documents to visit Hong Kong and can meet with the
Hong Kong Stock Exchange within a reasonable period as and when required.

(c) we have appointed a compliance advisor pursuant to Rule 3A.19 of the Listing Rules, who
will act as our additional and alternative channel of communication with the Hong Kong
Stock Exchange, and its representative will be readily available to answer enquiries from
the Hong Kong Stock Exchange. Pursuant to Rule 19A.06(4) of the Listing Rules, the
compliance advisor will provide the Hong Kong Stock Exchange with the names and
contact details, including home and office telephone numbers and where available,
facsimile numbers, of its representative. Pursuant to Rule 19A.05(2) of the Listing Rules,
we will ensure that the compliance advisor will have reasonable access to the authorized
representatives, Directors and other officers of our Bank. We will also procure that such
persons provide to the compliance advisor such information and assistance as the
compliance advisor may need or may reasonably request in connection with the
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performance of its duties as set forth in Chapter 3A and Rule 19A.06 of the Listing Rules.
We will ensure that there are adequate and efficient means of communication between us,
authorized representatives, Directors and other officers and the compliance advisor, and
will keep the compliance advisor fully informed of all communications and dealings

between us and the Hong Kong Stock Exchange.

(d) in addition to the compliance advisor, we will retain a Hong Kong legal advisor to advise
us on the compliance with the Listing Rules and other applicable Hong Kong laws and

regulations relating to securities after the Listing.

WAIVER FROM HONG KONG FINANCIAL DISCLOSURE REQUIREMENTS

Pursuant to Rule 4.10 of the Listing Rules, the financial information to be disclosed in our
Accountant’s Report must be in accordance with best practice, which is at least that is required to be
disclosed in respect of specific matters in the accounts of a company under the Hong Kong Companies
Ordinance, IFRS, PRC GAAP and the Banking (Disclosure) Rules.

Due to the reasons described below, we are currently unable to fully satisfy the disclosures
required by the Banking (Disclosure) Rules. We believe that, the financial disclosures which we are

currently unable to satisfy do not have material impact on potential investors.
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Our Position in relation to Disclosures under the Banking (Disclosure) Rules

Banking (Disclosure)

Bank’s Position in

relation to the

Bank’s Proposal for

Expected Timing for

Rules Item Description Specified Disclosure Disclosure Full Compliance
Value of collateral Banking Our Bank retains For periodical Our Bank plans to
in respect of loans (Disclosure) the value of revisit of the further improve
and advances Rules An collateral at the change of the our collateral
authorized time of the grant value and the management
institution shall of loans, and status of the value system and
disclose — revisits the of the collaterals, formulate relevant

Fair value of
collaterals held in
respect of overdue
retail loans to
customers

Section 37(2)(¢c)
the value of
collateral which
has been taken
into account in
respect of such
impaired loans
and advances to
which the specific
provisions relate.

Banking
(Disclosure)
Rules An
authorized
institution shall
disclose —
Section 48(3)(a)
a description of
any collateral
held in respect of
the overdue loans
and advances and
any other forms
of credit risk
mitigation and,
unless
impracticable, an
estimate of the
fair value of such
collateral or such
other forms of
credit risk
mitigation.

change in the
value of collateral
periodically. Our
Bank generally
requires
reappraisal of
collateral by our
internal or
third-party
appraisers on a
regular basis and
has formulated
policies on the
reappraisal
interval for
various types of
appraisal. If there
is any significant
decrease in the
market price of
the collateral,
there will be alert
of the credit risk
and our Bank will
require borrower
to provide
additional
collateral or
guarantee to
mitigate risks
arising from
insufficient
collateral. Our
Bank requires our
client managers to
conduct collateral
reappraisal as part
of the daily loan
management at
the specified
interval and make
qualitative or
quantitative
analysis of the
collateral value.
As our Bank
currently only
analyzes and
records the results
of collateral
reappraisal of the

please refer to
“Risk
Management —
Credit Risk
Management —
Credit Risk
Management for
Corporate Loans”
and “Risk
Management —
Credit Risk
Management —
Credit Risk
Management for
Personal Loans.”

specifications for
standardized
record which
enables our Bank
to keep
standardized
electronic records
of collateral
information to
comply with the
relevant
disclosure
requirements for
the year ending
December 31,
2018 and going
forward.
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Bank’s Position in
Banking (Disclosure) relation to the Bank’s Proposal for Expected Timing for

Rules Item Description Specified Disclosure Disclosure Full Compliance

loan in each loan
management
report, and has
not yet
established a
collateral
management
system which can
record and
process
standardized data
for collateral, our
Bank is unable to
collect the
relevant data from
a large number of
hard copies of
reports to compile
information for
disclosure.

— 81 —
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Banking (Disclosure)

Bank’s Position in

relation to the

Bank’s Proposal for  Expected Timing for

Rules Item Description Specified Disclosure Disclosure Full Compliance
Capital structure and Banking As a PRC Our Bank can Not applicable
adequacy (Disclosure) financial provide relevant

Rules An institution capital structure

authorized supervised by the and adequacy in

institution shall CBRC, our Bank accordance with

disclose — maintains and the CBRC’s

Section 45 its compiles data on requirements,

Current assets

capital structure
and adequacy.

Banking
(Disclosure)
Rules An
authorized
institution shall
disclose —
Section 51 its
liquidity coverage
ratio or liquidity
maintenance ratio
(as the case may
be), and
information of its
approach to
liquidity risk
management that
is necessary and
relevant for
understanding its
liquidity risk
position and
liquidity
management.

capital
management and
liquidity
management in
accordance with
the requirements
of the CBRC,
which attempt to
address similar
disclosure
requirements of
the Banking
(Disclosure)
Rules.

Although the two
regimes are
slightly different,
if our Bank were
to attempt to
comply with such
items under the
Banking
(Disclosure)
Rules in parallel
with the CBRC
regulations, our
Bank might have
to carry out
unnecessary

additional work to

prepare duplicate
information for
the purposes of
the requirements
of the Banking
(Disclosure)
Rules.

— 82 —

which address
similar disclosure
requirements of
the Banking
(Disclosure)
Rules.
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Bank’s Position in

Banking (Disclosure) relation to the Bank’s Proposal for Expected Timing for
Rules Item Description Specified Disclosure Disclosure Full Compliance
Sector Information = Banking Our Bank For our Bank, all Not applicable

(Disclosure) maintains a the loans and

Rules An breakdown of advances to

authorized loans and customers are

institution shall advances to used in the PRC

disclose — customers by instead of in

Section 47 sector sector as set out Hong Kong. Our

information. in the Bank is subject to

Classification and the supervision of

Codes of National the CBRC and

Economic maintains a

Industries in our  breakdown of

loans system for loans and

the purpose of advances to

filing a return to  customers by

the CBRC. sector based on
the classification
system as
prescribed by the
CBRC. For
example, loans
are categorized
into corporate
loans and
personal loans
which are further
classified into
detailed
sub-categories by
sector/nature.

Our Bank has
disclosed the
loans and
advances to
customers by
sectors in
accordance with
our management
reports based on
the CBRC
classification in
Note 44.3(5)(C)
to the
Accountant’s
Report as set out
in Appendix I to
this prospectus.

Our Bank
considers that the
current disclosure
is sufficient to
satisfy HKMA’s
disclosure
requirements.
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Bank’s Position in

Banking (Disclosure) relation to the Bank’s Proposal for Expected Timing for

Rules Item Description Specified Disclosure Disclosure Full Compliance
Non-HK$ currency  Banking Our Bank’s Not applicable Not applicable
exposures (Disclosure) accounts are

Rules An settled in RMB,

authorized which means that

institution shall our Bank only

disclose — discloses

Section 50(6) its non-RMB

non-HKS$ currency currency

exposures which  exposures instead

arise from of non-HK$

trading, currency

non-trading and exposures.

structural

positions in
accordance with
the return relating
to non-HK$
currency positions
it submitted to the

Additional annual
disclosure using
STC approach

HKMA pursuant
to section 63 of
the Banking
Ordinance in
respect of the
annual reporting
period.

Banking
(Disclosure)
Rules An
authorized
institution shall
disclose —
Section 53-64
additional annual
disclosure to be

The computation
basis for risks
adopted by our
Bank is
promulgated by
the CBRC as set
out in the Core
Indicators
(Provisional).

Our Bank can
provide relevant
capital structure
and adequacy in
accordance with
the CBRC’s
disclosure
requirements. Our
Bank believes

Not applicable

made by an that such
authorized requirements
institution using attempt to address
STC approach to similar

calculate its credit disclosures of the
risk for Banking
non-securitization (Disclosure)
exposures. Rules.

As a financial institution incorporated and based in the PRC, we are required to comply with
requirements promulgated by the CBRC and the PBOC.

Certain provisions in the Banking (Disclosure) Rules require disclosure in respect of our capital
structure, capital adequacy and liquidity ratios. We have maintained and compiled data in such
respects in accordance with the similar regulatory requirements of the CBRC and the PBOC. We
believe that the CBRC and the PBOC requirements attempt to address
considerations to the requirements of the Banking (Disclosure) Rules and the differences between the

similar disclosure

above disclosure requirements under the two regulatory regimes are minimal and immaterial. It will

— 84 —
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be unduly burdensome for us to attempt to comply with such items under the Banking (Disclosure)
Rules in parallel with the CBRC and the PBOC regulations as we would be required, in our view, to
carry out unnecessary additional work to compile similar information already required and maintained
in accordance with the CBRC and the PBOC regulations. As a result, we propose to disclose
information which complies with the CBRC and the PBOC regulations in this regard instead of strictly
following the disclosure regime provided for under the Banking (Disclosure) Rules, which will result
in the compilation of similar data. We are of the view that this prospectus will contain sufficient
information for investors to make a fully informed investment decision notwithstanding the
differences between the CBRC and the PBOC requirements on the one hand, and the requirements of
the Banking (Disclosure) Rules on the other. The Joint Sponsors concur with the view of our Bank
based on the reasoning set out above.

Based on the above, we have applied for, and the Hong Kong Stock Exchange has granted, a
waiver from strict compliance with the requirements under Rule 4.10 of the Listing Rules on the
condition that as soon as we obtain the relevant information, we must comply with the requirements
under Rule 4.10 of the Listing Rules.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rule 8.17 of the Listing Rules, we must appoint a company secretary who satisfies
Rule 3.28 of the Listing Rules. According to Rule 3.28 of the Listing Rules, we must appoint as our
company secretary an individual who, by virtue of his/her academic or professional qualifications or
relevant experience, is, in the opinion of the Hong Kong Stock Exchange, capable of discharging the

functions of company secretary.

Note 1 to Rule 3.28 of the Listing Rules sets out the academic and professional qualifications
considered to be acceptable by the Hong Kong Stock Exchange:

(a) a Member of The Hong Kong Institute of Chartered Secretaries;

(b) a solicitor or barrister (as defined in the Legal Practitioners Ordinance); and

(c) a certified public accountant (as defined in the Professional Accountants Ordinance).

Note 2 to Rule 3.28 of the Listing Rules sets out the factors that the Hong Kong Stock Exchange
considers when assessing an individual’s “relevant experience”:

(a) length of employment with the issuer and other issuers and the roles he/she played;

(b) familiarity with the Listing Rules and other relevant laws and regulations including the
Securities and Futures Ordinance, Companies Ordinance, Companies (Winding Up and
Miscellaneous Provisions) Ordinance, and The Codes on Takeovers and Mergers and Share

Buy-backs;

(c¢) relevant training taken and/or to be taken in addition to the minimum requirement under
Rule 3.29 of the Listing Rules; and
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(d) professional qualifications in other jurisdictions.

We have appointed Mr. Xu Xueming as one of our joint company secretaries. Mr. Xu is currently
our vice president and secretary to the Board. See “Directors, Supervisors and Senior Management”
for further biographical details of Mr. Xu. We have appointed him as one of our joint company
secretaries due to his past management experience within our Bank and his thorough understanding
of the internal administration, business operations and corporate culture of our Bank.

As Mr. Xu does not possess the qualifications set out in Rule 3.28 of the Listing Rules, we have
also appointed Mr. Ngai Wai Fung, who complies with the requirements stipulated under Rule 3.28 of
the Listing Rules, as one of our joint company secretaries to assist Mr. Xu in discharging the duties
of a company secretary for an initial period of three years from the Listing Date to enable Mr. Xu to
acquire the “relevant experience” (Note 2 to Rule 3.28 of the Listing Rules). See “Directors,
Supervisors and Senior Management” for further biographical details of Mr. Ngai which satisfy the
requirements under Note 1(b) to Rule 3.28 of the Listing Rules. The term of the appointment of Mr.
Xu and Mr. Ngai as the joint company secretaries is three years commencing from the Listing Date.

The following arrangements have been, or will be, put in place to assist Mr. Xu in acquiring the
qualifications and experience as the company secretary of our Bank required under Rule 3.28 of the
Listing Rules:

(a) Mr. Ngai will assist Mr. Xu, in enabling Mr. Xu to acquire the relevant company secretary
experience as required under Rule 3.28 of the Listing Rules and to become familiar with
the requirements of the Listing Rules and other applicable Hong Kong laws and regulations.
He will also assist Mr. Xu in organizing Board meetings and Shareholders’ meetings of our
Bank, as well as other matters of our Bank which are incidental to the duties of a company
secretary. Mr. Ngai is expected to work closely with Mr. Xu, and will maintain regular
contact with Mr. Xu and the Directors and senior management of our Bank;

(b) Mr. Xu will endeavor to attend relevant training courses, including briefing on the latest
changes to the applicable Hong Kong laws and regulations and the Listing Rules organized
by our Bank’s Hong Kong legal advisors and seminars organized by the Hong Kong Stock
Exchange for PRC issuers from time to time, in addition to satisfying the minimum
requirement under Rule 3.29 of the Listing Rules. Furthermore, both Mr. Xu and Mr. Ngai
will seek and have access to advice from our Bank’s Hong Kong legal and other
professional advisors as and when required;

(c) we have appointed a compliance advisor pursuant to Rule 3A.19 of the Listing Rules, which
will provide professional guidance and advice to us and our joint company secretaries, as
to compliance with the Listing Rules and all other applicable laws and regulations; and

(d) upon expiry of the initial three-year period, the qualifications and experience of Mr. Xu will
be re-evaluated. Mr. Xu is expected to demonstrate to the Hong Kong Stock Exchange’s
satisfaction that he, having had the benefit of Mr. Ngai’s assistance for three years, would
then have acquired the “relevant experience” within the meaning of Note 2 to Rule 3.28 of
the Listing Rules.
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We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock Exchange has
granted us, a waiver from strict compliance with the requirements of Rules 3.28 and 8.17 of the Listing
Rules. Upon the expiry of the initial three-year period, the qualifications of Mr. Xu will be
re-evaluated to determine whether the requirements as stipulated in Note 2 to Rule 3.28 of the Listing

Rules can be satisfied.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue after the Listing, certain connected
transactions with China Post Group, which will constitute continuing connected transactions under the
Listing Rules upon the Listing. We have applied for, and the Hong Kong Stock Exchange has granted
us, a waiver pursuant to Rule 14A.105 of the Listing Rules to exempt certain transactions under the
Comprehensive Services Framework Agreement dated September 6, 2016 and the transactions under
the Land Use Rights and Properties Leasing Framework Agreement dated September 2, 2016, and the
Agency Banking Businesses Framework Agreement dated September 7, 2016, from compliance with
the announcement requirement and (if applicable) independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules, and to exempt the transactions under the Agency Banking
Businesses Framework Agreement dated September 7, 2016 from compliance with setting a term of

not exceeding three years and monetary caps. See “Connected Transactions.”

WAIVER IN RESPECT OF PUBLIC FLOAT REQUIREMENTS

Rule 8.08(1)(a) of the Listing Rules requires that there shall be an open market for the securities
for which listing is sought, and that a sufficient public float of an issuer’s listed securities shall be
maintained. This normally means that at least 25% of the issuer’s total issued share capital must at all
times be held by the public. Pursuant to Rule 8.08(1)(d) of the Listing Rules, the Hong Kong Stock
Exchange may, subject to certain conditions and at its discretion, accept a lower percentage of between
15% and 25% in the case of issuers with an expected market capitalization at the time of listing of
over HK$10 billion.

Based on the minimum Offer Price HK$4.68 and assuming no exercise of the Over-allotment
Option, we expected that our market capitalization will be no less than approximately HK$377.7
billion. We have applied to the Hong Kong Stock Exchange to request the Hong Kong Stock Exchange
to exercise its discretion under Rule 8.08(1)(d) of the Listing Rules, and the Hong Kong Stock
Exchange has granted us, a waiver from strict compliance with the requirements of Rule 8.08(1)(a) of
the Listing Rules. Therefore, our minimum public float shall be the highest of (1) 15% of the Bank’s
total issued share capital; (2) such percentage of H Shares to be held by the public immediately after
the completion of the Global Offering (assuming that the Over-allotment Option is not exercised); and
(3) such percentage of H Shares to be held by the public immediately after the completion of the
Global Offering (as increased by the H Shares to be issued upon any exercise of the Over-allotment
Option) provided that the highest of (1), (2) and (3) above is below the minimum public float
requirement of 25% under Rule 8.08(1)(a) of the Listing Rules.
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In order to support the application of this waiver, we have confirmed to the Hong Kong Stock

Exchange that:

(a) we will have an expected market capitalization at the time of Listing of over HK$10 billion;

(b) the quantity and scale of the issued securities would enable the market to operate properly
with a lower percentage of public float;

(c) we will make appropriate disclosure of the lower percentage of public float required by the
Hong Kong Stock Exchange in the prospectus; and

(d) we will confirm sufficiency of public float in our successive annual reports after the

Listing.

Rule 8.08(3) of the Listing Rules provides that not more than 50% of the securities in public
hands at the time of listing can be beneficially owned by the three largest public shareholders, save
where: (a) the securities to be listed are options, warrants or similar rights to subscribe or purchase
shares; (b) such securities are offered to existing holders of a listed issuer’s shares by way of bonus
issue; and (c) in the 5 years preceding the date of the announcement on the proposed bonus issue, there
are no circumstances to indicate that the shares of the issuer may be concentrated in the hands of a

few shareholders.

We initially offer 12,106,588,000 H Shares under the Global Offering, representing
approximately 15% of our enlarged issued share capital immediately after the completion of the
Global Offering (assuming that the Over-allotment Option is not exercised). Together with
1,144,853,000 H Shares to be converted from state-owned Domestic Shares and to be transferred to
NSSF and 6,254,480,000 H Shares to be converted from unlisted Foreign Shares held by certain
Strategic Investors, approximately 23.67% of our enlarged issued share capital would be held in public
hands as permitted under the waiver in respect of public float requirements under Rule 8.08(1) of the
Listing Rules. On this basis, the maximum aggregate shareholding of the three largest public
shareholders shall not exceed 11.84% of our enlarged issued share capital, being 50% of the H Shares
to be held in public hands.

Based on the level of interests indicated by Cornerstone Investors and the proposed size of the
Global Offering under the current market conditions, we expect the aggregate shareholding of the
three largest public shareholders will range from approximately 12.63% to 13.38% of our enlarged
issued share capital immediately after the completion of the Global Offering, representing
approximately 53.36% to 56.52% of our H Shares to be held in public hands immediately after the
completion of the Global Offering (based on the low end of the Offer Price and assuming that the

Over-allotment Option is not exercised), comprising:

° (1) UBS, holding approximately 4.24% of our enlarged issued share capital, or (ii) UBS and

its close associates, holding up to approximately 4.99% of our enlarged issued share capital
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subject to the granting of the written consent of the Stock Exchange in respect of, among
other things, placing to existing shareholders or their close associates (the “UBS Consent”),
the maximum increase in the shareholding of UBS and its close associates in our enlarged
issued share capital being 0.75% (the “UBS Additional Shares”);

° CSIC Investment One Limited holding approximately 4.24% of our enlarged issued share
capital; and

° Shanghai International Port Group (HK) Co., Limited holding approximately 4.15% of our
enlarged issued share capital.

Rule 8.08 aims to ensure an open market in the securities to be listed on the Stock Exchange. We
believe that in light of the huge size of the Global Offering, as well as the number and the
corresponding board lots and market capitalization of H Shares in public hands excluding the
shareholding of the three largest public shareholders and other H Shares subject to lock-up as
demonstrated in the table below, there will be sufficient H Shares (in terms of board lots) for a broad
distribution to the public in Hong Kong as well as professional and institutional investors in and
outside Hong Kong which ensures a diverse investor base, and will further contribute to an active and
liquid aftermarket in the trading of the H Shares subject to market conditions and other external
factors.

Based on low end of the Offer Price, (i) number of H Shares and the respective number of board lots, (ii) market
capitalization of such number of H Shares, and (iii) approximate % of the enlarged issued share capital at the time

of Listing
H Shares in H Shares in public hands (excluding the H Shares in public hands not subject
public hands three largest public shareholders) to any lock-up
(i) 19,107 million Assuming no UBS (i) 8,911 million Assuming the UBS (i) 3,915 million
Shares Consent is granted Shares (8.91 Additional Shares are Shares (3.91
(19.11 million million board not subject to million board
board lots) lots) lock-up ?® lots)
(i) HK$89.42 (i)  HK$41.70 (i)  HKS$18.32
billion billion billion
(iii) 23.67% (iii)  11.04% (iii)  4.85%
Assuming UBS (i) 8,307 million Assuming the UBS (i) 3,311 million
Consent will be Shares (8.31 Additional Shares are Shares
granted million board subject to (3.31
lots) lock-up @ million board
(ii) HK$38.88 lots)
billion (ii) HK$15.49
(iii)  10.29% billion

(iii)  4.10%

@) Number of H Shares in public hands at the time of Listing = 12,106,588,000 H Shares initially offered under the Global
Offering + 1,144,853,000 H Shares to be converted from state-owned Domestic Shares and to be transferred to NSSF +
6,254,480,000 H Shares to be converted from unlisted Foreign Shares held by certain Strategic Investors - the
398,460,000 H Shares held by DBS Bank (who is regarded as our core connected person as further disclosed in “Our

Strategic Investors”).
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(2)  Number of H Shares in public hands not subject to any lock-up at the time of Listing (based on low end of the Offer
Price), assuming the UBS Additional Shares are not subject to lock-up = 19,505,921,000 H Shares at the time of Listing
- 9,336,463,000 H Shares held by Cornerstone Investors - 6,254,480,000 Shares held by certain Strategic Investors to
be converted to H Shares at the time of Listing.

(3)  Number of H Shares in public hands not subject to any lock-up at the time of Listing (based on low end of the Offer
Price), assuming the UBS Additional Shares are subject to lock-up = 19,505,921,000 H Shares at the time of Listing -
9,336,463,000 H Shares held by Cornerstone Investors - 6,254,480,000 Shares held by certain Strategic Investors to be
converted to H Shares at the time of Listing - 604,118,000 UBS Additional Shares.

Based on the above, we have applied to the Hong Kong Stock Exchange for, and the Stock
Exchange has granted to us, a waiver from strict compliance with the 50% threshold applicable to
shareholding of three largest public shareholders under Rule 8.08(3) of the Listing Rules allowing the
three largest public shareholders to hold: (i) no more than 53.36% of the H Shares in public hands at
the time of Listing (assuming no UBS Consent is granted); or (ii) no more than 56.52% of the H Shares
in public hands at the time of Listing (assuming UBS Consent will be granted). The grant of the waiver
would reduce the total H Shares in public hands (excluding the three largest public shareholders) from
11.84% of the enlarged issued share capital immediately after the completion of the Global Offering
(assuming that the Over-allotment Option is not exercised), to 11.04% (assuming no UBS Consent is
granted) or 10.29% (assuming UBS Consent will be granted).

Please also refer to sections headed “Our Strategic Investors,” “Cornerstone Investors” and
“Substantial Shareholders” for further information of our three largest public shareholders.

We further undertake to disclose the following information in the allotment results
announcement: (1) whether any UBS Additional Shares will be issued and if so, (i) the total number
of UBS Additional Shares and its percentage in our enlarged share capital at the time of listing; (ii)
the number of UBS Additional Shares which are subject to lock-up and its percentage in our enlarged
share capital at the time of listing; (2) the total number of H Shares held by UBS and its percentage
of our enlarged share capital at the time of listing; (3) the total number of H Shares held by the three
largest public shareholders and its percentage of the H Shares in public hands at the time of listing;
and (4) the total number of H Shares in public hands which are not subject to any lock up and its
percentage of our enlarged share capital at the time of listing.

WAIVER IN RESPECT OF CLAWBACK MECHANISM

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to be put
in place, which would have the effect of increasing the number of Hong Kong Public Offer Shares to
certain percentages of the total number of Offer Shares offered in the Global Offering if certain
prescribed total demand levels are reached. We have applied to the Hong Kong Stock Exchange for,
and the Hong Kong Stock Exchange has granted to us, a waiver from strict compliance with paragraph
4.2 of Practice Note 18 of the Listing Rules such that, provided the initial allocation of H Shares under
the Hong Kong Public Offering shall not be less than 5% of the Global Offering, in the event of
over-subscription, the Joint Representatives, after consultation with us, shall apply a clawback
mechanism following the closing of the application lists on the following basis:

° if the number of the Offer Shares validly applied for under the Hong Kong Public Offering
represents 15 times or more but less than 50 times of the number of the Offer Shares



WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

initially available for subscription under the Hong Kong Public Offering, then the number
of Offer Shares to be reallocated to the Hong Kong Public Offering from the International
Offering will be increased, so that the total number of Offer Shares available under the
Hong Kong Public Offering will be 907,996,000 H Shares, representing approximately
7.5% of the Offer Shares initially available under the Global Offering;

° if the number of the Offer Shares validly applied for under the Hong Kong Public Offering
represents 50 times or more but less than 100 times of the number of the Offer Shares
initially available for subscription under the Hong Kong Public Offering, then the number
of Offer Shares to be reallocated to the Hong Kong Public Offering from the International
Offering will be increased, so that the total number of the Offer Shares available under the
Hong Kong Public Offering will be 1,210,660,000 H Shares, representing approximately
10.0% of the Offer Shares initially available under the Global Offering; and

° if the number of the Offer Shares validly applied for under the Hong Kong Public Offering
represents 100 times or more of the number of the Offer Shares initially available for
subscription under the Hong Kong Public Offering, then the number of Offer Shares to be
reallocated to the Hong Kong Public Offering from the International Offering will be
increased, so that the total number of the Offer Shares available under the Hong Kong
Public Offering will be 2,421,318,000 H Shares, representing approximately 20.0% of the
Offer Shares initially available under the Global Offering.

In each case, the additional Offer Shares reallocated to the Hong Kong Public Offering will be
allocated between pool A and pool B and the number of Offer Shares allocated to the International
Offering will be correspondingly reduced in such manner as the Joint Representatives deem
appropriate. In addition, the Joint Representatives may allocate Offer Shares from the International
Offering to the Hong Kong Public Offering to satisfy valid applications under the Hong Kong Public
Offering.

If the Hong Kong Public Offering is not fully subscribed, the Joint Representatives have the
authority to reallocate all or any unsubscribed Hong Kong Public Offer Shares to the International

Offering, in such proportions as the Joint Representatives deem appropriate.

See “Structure of the Global Offering — The Hong Kong Public Offering — Reallocation.”
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name of Director Address Nationality

Mr. Li Guohua (%[5 #£) Yard No. 5, Guangqumenwai Avenue Chinese
Chaoyang District

Beijing
PRC
Mr. Lyu Jiajin (& % HE) No. 8A, Beilishi Road Chinese
Xicheng District
Beijing
PRC
Mr. Zhang Xuewen (ARE230) No. 408, Unit No. 1, Building No. 3 Chinese
Debaoxinyuan
Xicheng District
Beijing
PRC
Ms. Yao Hong (BEAL) No. 11, Picai Hutong Chinese
Xicheng District
Beijing
PRC
Mr. Yang Songtang (B#34E) No. 708, Building No. 32 Chinese
Dinghui Dongli
Haidian District
Beijing
PRC
Mr. Tang Jian (JHfi) No. 2008, No. 19 Erqi Juchang Road Chinese
Xicheng District
Beijing
PRC
Mr. Lai Weiwen (M8 1% 30) No. 1207, Building No. 56A Chinese
Beilishi Road
Xicheng District
Beijing
PRC
Mr. Chin Hung I David (£:50%%) B11 Craigmount British
34 Stubbs Road
Hong Kong
Mr. Ma Weihua (f§ B %) No. 601, Unit 1, Building No. 2 Chinese
No. 3, Shaojiu Hutong
Dongcheng District
Beijing
PRC

— 92 —
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Name of Director Address Nationality
Ms. Bi Zhonghua (Hff13#E) Unit 603, Block No. 5 Chinese
Zhulinjing Court
Gulou District
Fuzhou
Fujian
PRC
Mr. Fu Tingmei (fH#E3%) 8/F, Harbour View Terrace Chinese

Mr. Gan Peizhong (H 35 /&)

SUPERVISORS

Name of Supervisor

114 Tin Hau Temple Road

North Point

Hong Kong

Room 402, Unit No. 1, Building No. 17
Yuanmingyuan Garden Villa

Haidian District

Beijing

PRC

Address

(Hong Kong)

Chinese

Nationality

Mr. Chen Yuejun (Pf i #)

Mr. Li Yujie (ZFER)

Mr. Zhao Yongxiang (#7KH¥)

Mr. Zeng Kanglin (% FEF§)

Mr. Guo Tianyong (3 H 5)

Kangleli Community
Xicheng District

Beijing

PRC

Building No. 10, Xichengjinghua
Taipingqiao Avenue
Xicheng District

Beijing

PRC

No. 8A Beilishi Road
Xicheng District

Beijing

PRC

No. 6, Unit 1, Fu No. 19
No. 55 Guanghuacun Street
Qingyang District

Chengdu

Sichuan

PRC

No. 39 Xueyuan South Road
Haidian District

Beijing

PRC

Chinese

Chinese

Chinese

Chinese

Chinese
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Name of Supervisor

Address Nationality

Mr. Wu Yu (& 5)

Mr. Dang Junzhang (3 %)

Mr. Li Yue (Z=##)

Mr. Song Changlin (K E#K)

No. 301, No. 4 Door, No. 31 Neimin Chinese
Building

No. 2 Jintai West Road

Chaoyang District

Beijing

PRC

No. 1, 7th Floor, Building No. 7 Chinese
Qiaojianli

Haidian District

Beijing

PRC

No. 1102, Building No. 5 Chinese
Chuihong Garden, Shijicheng

Haidian District

Beijing

PRC

No. 203, Unit No. 4, Building No. 15 Chinese
Liujiayao Beili

Fengtai District

Beijing

PRC

See “Directors, Supervisors and Senior Management” for more information on our Directors and

Supervisors.

PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors

China International Capital Corporation Hong Kong
Securities Limited

29th Floor, One International Finance Centre

1 Harbour View Street

Central

Hong Kong

Morgan Stanley Asia Limited

46/F, International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong

Merrill Lynch Far East Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central

Hong Kong
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Joint Global Coordinators

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

J.P. Morgan Securities (Far East) Limited
28/F, Chater House

8 Connaught Road Central

Central

Hong Kong

China International Capital Corporation Hong Kong
Securities Limited

29/F, One International Finance Centre

1 Harbour View Street

Central

Hong Kong

UBS AG Hong Kong Branch

52/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

Merrill Lynch International
2 King Edward Street
London EC1A THQ

United Kingdom

J.P. Morgan Securities (Asia Pacific) Limited
28/F, Chater House

8 Connaught Road Central

Central

Hong Kong

Morgan Stanley Asia Limited

46/F, International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central

Hong Kong
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DBS Asia Capital Limited
17/F, The Center

99 Queen’s Road Central
Central

Hong Kong

China Merchants Securities (HK) Co., Ltd.
48/F, One Exchange Square

Central

Hong Kong

The Hongkong and Shanghai Banking Corporation
Limited

HSBC Main Building

1 Queen’s Road Central

Hong Kong

Citigroup Global Markets Asia Limited
50/F, Champion Tower

3 Garden Road

Central

Hong Kong

Joint Bookrunners China International Capital Corporation Hong Kong
Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

UBS AG Hong Kong Branch

52/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

Merrill Lynch International
2 King Edward Street
London EC1A 1HQ

United Kingdom

J.P. Morgan Securities (Asia Pacific) Limited

(in relation to the Hong Kong Public Offering only)
28/F, Chater House

8 Connaught Road Central

Central

Hong Kong
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J.P. Morgan Securities plc

(in relation to the International Offering only)
25 Bank Street

Canary Wharf

London E14 5JP

United Kingdom

Morgan Stanley Asia Limited

(in relation to the Hong Kong Public Offering only)
46/F, International Commerce Centre

1 Austin Road West

Kowloon

Hong Kong

Morgan Stanley & Co. International plc

(in relation to the International Offering only)
25 Cabot Square Canary Wharf

London E14 4QA

United Kingdom

Goldman Sachs (Asia) L.L.C.
68/F, Cheung Kong Center

2 Queen’s Road Central

Hong Kong

DBS Asia Capital Limited
17/F, The Center

99 Queen’s Road Central
Central

Hong Kong

China Merchants Securities (HK) Co., Ltd.
48/F, One Exchange Square

Central

Hong Kong

The Hongkong and Shanghai Banking Corporation
Limited

HSBC Main Building

1 Queen’s Road Central

Hong Kong

Citigroup Global Markets Asia Limited

(in relation to the Hong Kong Public Offering only)
50/F, Champion Tower

3 Garden Road

Central

Hong Kong
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Citigroup Global Markets Limited

(in relation to the International Offering only)
33 Canada Square

Canary Wharf

London E14 5LB

United Kingdom

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Central

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Central

Hong Kong

ICBC International Capital Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Central

Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

ABCI Capital Limited

10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

CMB International Capital Limited

Room 1803-4, 18/F, Bank of America Tower
12 Harcourt Road

Central

Hong Kong
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First Capital Securities Limited
Unit 4512, 45/F, The Center

99 Queen’s Road Central

Central

Hong Kong

Sun Hung Kai Investment Services Limited
42/F, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

Essence International Securities (Hong Kong) Limited
39/F, One Exchange Square

Central

Hong Kong

China Galaxy International Securities (Hong Kong)
Co., Ltd

Units 3501-7 & 3513-14, 35/F, Cosco Tower, Grand
Millennium Plaza

183 Queen’s Road Central

Sheung Wan

Hong Kong

China Securities (International) Corporate Finance
Company Limited

18/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

Nomura International (Hong Kong) Limited
30/F, Two International Finance Centre

8 Finance Street

Central

Hong Kong

Deutsche Bank AG, Hong Kong Branch
52/F, International Commerce Centre

1 Austin Road West

Kowloon

Hong Kong

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong
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Huarong International Capital Limited
28/F, AIA Central

1 Connaught Road Central

Hong Kong

Joint Lead Managers China International Capital Corporation Hong Kong
Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

UBS AG Hong Kong Branch

52/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

Merrill Lynch Far East Limited

(in relation to the Hong Kong Public Offering only)
55/F, Cheung Kong Center

2 Queen’s Road Central

Central

Hong Kong

Merrill Lynch International

(in relation to the International Offering only)
2 King Edward Street

London ECI1A 1HQ

United Kingdom

J.P. Morgan Securities (Asia Pacific) Limited

(in relation to the Hong Kong Public Offering only)
28/F, Chater House

8 Connaught Road Central

Central

Hong Kong

J.P. Morgan Securities plc

(in relation to the International Offering only)
25 Bank Street

Canary Wharf

London E14 5JP

United Kingdom
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Morgan Stanley Asia Limited

(in relation to the Hong Kong Public Offering only)
46/F, International Commerce Centre

1 Austin Road West

Kowloon

Hong Kong

Morgan Stanley & Co. International plc

(in relation to the International Offering only)
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Hong Kong

Citigroup Global Markets Asia Limited

(in relation to the Hong Kong Public Offering only)
50/F, Champion Tower

3 Garden Road

Central

Hong Kong

Citigroup Global Markets Limited
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33 Canada Square
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London E14 5LB
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9/F, Man Yee Building
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Hong Kong

CCB International Capital Limited
12/F, CCB Tower
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Central

Hong Kong
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First Capital Securities Limited
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Central

Hong Kong
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Sun Hung Kai Investment Services Limited
42/F, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

Essence International Securities (Hong Kong) Limited
39/F, One Exchange Square

Central

Hong Kong

China Galaxy International Securities (Hong Kong)
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Hong Kong
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Sole Financial Advisor
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Legal Advisors to the Joint Sponsors
and the Underwriters

Huarong International Securities Limited
28/F, AIA Central

1 Connaught Road Central

Hong Kong

Mizuho Securities Asia Limited
12/F, Chater House

8 Connaught Road Central

Hong Kong

UBS AG Hong Kong Branch

52/F, Two International Finance Centre
8 Finance Street
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Hong Kong
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Davis Polk & Wardwell

18th Floor, The Hong Kong Club Building
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Hong Kong

As to PRC law

Haiwen & Partners
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Chaoyang District

Beijing
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Hong Kong
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Chaoyang District
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PRC
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Independent Auditor
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Property Valuer
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Certified Public Accountants
22/F, Prince’s Building
Central

Hong Kong

China International Capital Corporation Hong Kong
Securities Limited

29th Floor, One International Finance Centre
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Hong Kong

Jones Lang LaSalle Corporate Appraisal and
Advisory Limited

6/F, Three Pacific Place
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Hong Kong
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Hong Kong
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Hong Kong
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Kwun Tong

Hong Kong

DBS Bank (Hong Kong) Limited
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Central

Hong Kong
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Registered Office

Headquarters in the PRC

Principal place of business in
Hong Kong

Company’s Website

Joint Company Secretaries

Authorized Representatives

Strategic Planning Committee

Related Party Transactions
Control Committee

Audit Committee

No. 3 Financial Street
Xicheng District
Beijing

PRC

No. 3 Financial Street
Xicheng District
Beijing

PRC

18/F Tesbury Centre
28 Queen’s Road East
Wanchai

Hong Kong

www.psbc.com

(This website and the information contained on this
website do not form part of this prospectus)

Mr. Xu Xueming

Mr. Ngai Wai Fung (FCIS, FCS(PE), CPA, FCCA)

Ms. Yao Hong
Mr. Xu Xueming

Mr. Li Guohua (Chairman)
Mr. Lyu Jiajin
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Mr. Ma Weihua (Chairman)
Mr. Zhang Xuewen
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Ms. Bi Zhonghua

Mr. Fu Tingmei

Ms. Bi Zhonghua (Chairwoman)
Mr. Ma Weihua

Mr. Gan Peizhong

Mr. Lai Weiwen

Mr. Chin Hung I David
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INDUSTRY OVERVIEW

This section contains data and statistics relating to the industry in which we operate,
including historical market information to the extent available in the official or publicly
available sources. We have extracted such information, in part, from data relating to us which
were prepared in accordance with IFRS, and from various official or publicly available sources
derived from data prepared in accordance with the PRC GAAP or other applicable GAAP or
accounting standards which may differ from IFRS in certain significant respects. In addition, the
information provided by the various official or publicly available sources may not be consistent
with the information compiled within or outside China by third parties.

We believe that the sources of this information are appropriate sources for such information
and have taken reasonable care in extracting and reproducing such information. We have no
reason to believe that such information is false or misleading or that any fact has been omitted
that would render such information false or misleading. The information has not been
independently verified by us, the Joint Representatives, the Joint Sponsors, the Joint Global
Coordinators, the Joint Bookrunners, the Underwriters or any other party involved in the Global
Offering and no representation is given as to its accuracy. Accordingly, such information should
not be unduly relied upon. As of the Latest Practicable Date, our Directors confirm that, after
taking reasonable care, there has been no material adverse change in the market information

presented in this section.

OVERVIEW OF CHINA’S ECONOMY

Over 30 years since the reform and opening up, China has been one of the world’s fastest
growing economies and has become the second largest economy in the world since 2010. According
to the NBS, China’s nominal GDP increased at a CAGR of 10.6% from RMB40.9 trillion in 2010 to
RMB67.7 trillion in 2015. Meanwhile, China’s GDP per capita also grew steadily at a CAGR of 10.1%
from RMB30,567 in 2010 to RMB49,351 in 2015. China’s sustained economic growth has driven the
growth in personal income, resulting in an increase in the per capita disposable income of national
residents at a CAGR of 16.9% from RMB10,046 in 2010 to RMB21,966 in 2015. The following table
sets forth the data for the periods indicated.

For the year ended December 31,

CAGR
2010 2011 2012 2013 2014 2015 (2010-2015)
Nominal GDP (in billions of RMB)...... 40,890 48,412 53,412 58,802 63,591 67,671 10.6%
Real GDP growth rate............ccccccevueene 10.6% 9.5% 7.7% 7.7% 7.3% 6.9% N/A
GDP per capita (in RMB) .................... 30,567 36,018 39,544 43,320 46,612 49,351 10.1%
Per capita disposable income of
national residents (in RMB) ........... 10,046 14,551 16,510 18,311 20,167 21,966 16.9%

Source: NBS, National Economic and Social Development Statistics Bulletin
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In the context of China’s economic transformation, rising consumer demand and new
urbanization have become the growth engines for China’s economic development, creating a new
profit model and profit drivers for China’s banking industry. Firstly, economic structure continues to
transform into a consumption-driven one, and consumer demand strongly supports the steady growth
of China’s economy. According to the NBS, contribution of consumption to China’s GDP growth was
48.2%, 51.6% and 66.4% in 2013, 2014 and 2015, respectively. Secondly, the new urbanization with
Chinese characteristics is pivotal to China’s economic growth in the future. China’s urbanization rate
was 53.7%, 54.8% and 56.1% in 2013, 2014 and 2015, respectively. The banking industry will play
an increasingly important role in supporting the new urbanization of County Areas and will also

benefit from growth opportunities emerging from the economic development in the County Areas.

OVERVIEW OF CHINA’S BANKING INDUSTRY

China’s banking industry has grown rapidly in the past decade, primarily driven by the rapid
development of China’s economy. From 2010 to 2015, total RMB-denominated loans and deposits of
China’s financial institutions grew at a CAGR of 14.4% and 13.6%, respectively, and total
RMB-denominated loans grew from RMB47.9 trillion as of December 31, 2010 to RMB94.0 trillion
as of December 31, 2015, while total RMB-denominated deposits grew from RMB71.8 trillion as of
December 31, 2010 to RMB135.7 trillion as of December 31, 2015. The following table sets forth total
RMB and foreign currency-denominated loans and deposits of China’s financial institutions as of the

dates indicated.

As of December 31,

CAGR
2010 2011 2012 2013 2014 2015 (2010-2015)

Total RMB-denominated loans

(in billions of RMB).............ooeeen. 47,920 54,795 62,991 71,896 81,677 93,954 14.4%
Total RMB-denominated deposits

(in billions of RMB)............oeoeeen. 71,824 80,937 91,755 104,385 113,864 135,702 13.6%
Total foreign currency-denominated

loans (in billions of US$) ................ 453 539 684 777 835 830 12.9%
Total foreign currency-denominated

deposits (in billions of US$)............ 229 275 406 439 573 627 22.3%

Source: PBOC
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In line with rising national income levels, personal deposits have achieved rapid growth and have
been the most important source of funding for China’s banking industry. From 2010 to 2015, the
CAGR of domestic personal RMB-denominated time deposits and demand deposits was 13.3% and
10.3%, respectively. The following table sets forth data of domestic personal RMB-denominated time
deposits and demand deposits as of the dates indicated.

As of December 31,

CAGR
2010 2011 2012 2013 2014 2015 (2010-2015)
Personal RMB-denominated time
deposits (in billions of RMB) .......... 18,404 21,047 24,792 28,332 31,980 34,321 13.3%
Personal RMB-denominated demand
deposits (in billions of RMB) .......... 12,434 13,758 15,827 17,805 18,271 20,287 10.3%

Source: PBOC

In addition to the traditional corporate loan business, personal loan business and fee- and
commission-based products and services of China’s banking industry have achieved significant growth
in recent years. On one hand, RMB-denominated personal loans grew at a CAGR of 19.1% from 2010
to 2015, according to the CBRC. On the other hand, the proportion of non-interest income of PRC
commercial banks grew from 17.5% in 2010 to 23.7% in 2015, according to the CBRC. China’s
sustained economic growth and rising national income levels are expected to further increase the
demand for personal banking products and services, demonstrating the growth potential of China’s
banking industry.

As of December 31, 2015, total assets of China’s banking institutions amounted to RMB199.3
trillion, representing a year-on-year growth of 15.7%. In 2015, PRC commercial banks realized an
aggregate net profit of RMB1.6 trillion, representing a year-on-year growth of 2.4%. In 2015, PRC
commercial banks had an average return on assets of 1.10%, representing a year-on-year decrease of
0.13 percentage points, and an average return on equity of 14.98%, representing a year-on-year
decrease of 2.61 percentage points. As of December 31, 2015, the balance of NPLs for PRC
commercial banks amounted to RMB1.3 trillion, the NPL ratio was 1.67% and the allowance coverage
ratio was 181.18%.

HISTORY AND DEVELOPMENT

From 1949 through the 1970s, China’s banking industry functioned as part of a centrally planned
economy. The PBOC not only served as China’s central bank but also operated commercial banking
businesses such as deposit-taking, lending and settlement. Since the late 1970s, as China’s economic
reforms proceeded, the banking industry has undergone significant changes. Several of the PBOC’s
commercial banking functions were separated from the PBOC’s central bank functions and the State
Council officially designated the PBOC as China’s central bank and principal regulator of China’s
banking industry. The Big Four were designated as specialized banks for agrarian financing, foreign
exchange and trade finance, construction and infrastructure financing and urban commercial
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financing, respectively. Initially, the Big Four were subject to policy restrictions and only achieved
limited autonomy of operations. However, as China’s economic reforms progressed, the State Council
relaxed such restrictions on the scope of operation for the Big Four so that they were no longer limited

to the original specialized functions.

In the mid-1980s, a number of new commercial banks and non-bank financial institutions were
established. Some of them were permitted to engage in commercial banking businesses nationwide,
while others were permitted to operate only in local markets. However, during this period, China’s
banking system continued to be tightly controlled by the government’s development plans and

policies, and banks had not achieved autonomous and commercial operations.

In the mid-1990s, the PRC government accelerated its financial reforms and began to encourage
the Big Four to operate on a more commercial basis. In 1994, the PRC government established three
policy banks, including China Development Bank, The Export-Import Bank of China and Agricultural
Development Bank of China, to assume most of the policy lending functions of the Big Four.
Accordingly, the Big Four started to transform into commercial banks. In 1995, the PRC Commercial
Banking Law and the PRC PBOC Law were enacted, which further defined the business scope for
commercial banks and the functions and powers of the PBOC as the central bank and banking industry
regulator. In 2003, the CBRC was established as the primary banking industry regulator and assumed
most of the regulatory functions of the PBOC.

China’s banking industry historically was characterized by substantial NPLs. Since the late
1990s, the PRC government has taken numerous initiatives to improve the asset quality and strengthen
the capital base of PRC commercial banks, including the issue of special government bonds,
acquisition of NPLs and capital injection. As a result of the rapid growth of China’s economy and the
implementation of the above-mentioned measures, the asset quality of China’s Large Commercial
Banks has improved significantly, which lays the foundation for future growth of China’s banking
industry. Furthermore, after the disposal of NPLs and capital injection from Huijin, Bank of
Communications, China Construction Bank, Bank of China, Industrial and Commercial Bank of China
and Agricultural Bank of China listed their shares on Shanghai Stock Exchange and Hong Kong Stock
Exchange.

Meanwhile, many nationwide joint-stock commercial banks and city commercial banks have also
improved their operations and management by using their own resources and adopting international

standards and practices, and listed their shares on domestic or overseas stock exchanges.
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COMPETITIVE LANDSCAPE IN CHINA’S BANKING INDUSTRY

Overall Competitive Landscape

Currently, China’s banking industry consists of Large Commercial Banks, nationwide joint-stock
commercial banks, city commercial banks, rural financial institutions, foreign banking institutions and
other banking institutions. Large Commercial Banks continue to play a dominant role in China’s
banking system and have advantages in market share and number of outlets. Nationwide joint-stock
commercial banks are also becoming increasingly important with a continued increase in their market
share. In addition, city commercial banks operate a variety of commercial banking businesses within
the permitted scope and have demonstrated regional advantages. Private capital has started investing
heavily in the banking industry. Meanwhile, the scope of foreign banks’ Renminbi businesses has been

further opened up.

The following table sets forth certain information on China’s banking industry by the type of

banking institutions as of and for the year ended December 31, 2015.

As of or for the year ended December 31, 2015

, . .
Number of Total assets Total shareholders’ equity Net profit
legal entity Market share Market share Market share
institutions Total amount (%) Total amount (%) Total amount (%)
(in billions of RMB, except the number of institutions and percentages)
Large Commercial Banks'"..... 6 85,459.1 42.9% 6,393.5 42.0% 927.5 47.0%
Nationwide joint-stock
commercial banks.... . 12 36,988.0 18.6 2,321.2 15.3 337.3 17.1
City commercial banks. . 133 22,680.2 11.4 1,548.1 10.2 199.4 10.1
Rural financial institutions®... 2,303 24,650.8 12.4 1,783.2 11.7 2234 11.3
Foreign banking institutions.... 40 2,680.8 1.3 351.1 2.3 15.3 0.8
Other banking institutions.... 1,767 26,886.5 13.5 2,808.2 18.5 270.9 13.7
Total........coooviniiiiiiiiince 4,261 199,345.4 100.0% 15,205.3 100.0% 1,973.8 100.0%

Source: CBRC Annual Report 2015. In this prospectus, we are included in the category of Large Commercial Banks as we
consider ourselves comparable with other Large Commercial Banks in terms of business scale, while we are included

in the category of “other banking institutions” in CBRC Annual Reports.

1) Consisting of Industrial and Commercial Bank of China, China Construction Bank, Agricultural Bank of China, Bank of
China, Bank of Communications and our Bank.

(2)  Consisting of rural credit cooperatives, rural commercial banks and rural cooperative banks.

(3)  Consisting of policy banks, emerging rural financial institutions (including village and township banks, loan companies
and rural mutual cooperatives), privately owned banks, financial asset management companies, Sino-German
Bausparkasse, trust companies, finance companies of corporate groups, financial leasing companies, money brokerage

firms, auto financing companies and consumer finance companies.
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Large Commercial Banks

We, together with Industrial and Commercial Bank of China, China Construction Bank,
Agricultural Bank of China, Bank of China and Bank of Communications, hold an important position
in China’s banking system, and have established significant competitive advantages in terms of total
assets, funding source and the number of establishments. As of and for the year ended December 31,
2015, Large Commercial Banks together accounted for 42.9% of the total assets, 42.0% of the total
shareholders’ equity and 47.0% of the total net profit of all banking institutions in China.

The following table sets forth the number of establishments of the Large Commercial Banks as
of December 31, 2015.

As of December 31, 2015

Postal Savings Bank of China'" ... 40,353
Agricultural Bank of China ..........cooiiiiiiiiiiiiiii e 23,682
Industrial and Commercial Bank of China...........cooooiviiiiiiiiiiiiiiiiiiieenn 17,498
China Construction Bank .......ooooiiiiiiiii e 14,945
Bank Of CRIna. ..o e 11,633
Bank of CommuUNICAtIONS. «ouiutitiniiit it eeaaas 3,449
0 Y U 111,560

Source: 2015 annual reports of the Large Commercial Banks, except for our information

(1) Includes head office, branches and sub-branches and agency outlets.

The following table sets forth the total assets, total loans and total deposits of the Large
Commercial Banks as of March 31, 2016.

As of March 31, 2016

Total assets Total loans ¥ Total deposits

(in billions of RMB)

Industrial and Commercial Bank of China.......... 22,883.3 12,345.7 17,038.1
China Construction Bank ...............coooiiiininin. 19,143.8 10,827.8 14,582.2
Agricultural Bank of China.................co.oonnni. 18,413.5 9,261.1 14,389.8
Bank of China........ccocooeiiiiiiiiiiiiiiii e, 17,040.0 9,474.7 12,234.7
Postal Savings Bank of China............................ 7,707.6 2,665.8 6,732.4
Bank of Communications ........ccocvvvviviiiiniinnininnn. 7,404 .4 3,889.7 4,638.6
Total.. ... 92,592.6 48,464.8 69,615.8

Source: 2016 first quarter reports of the Large Commercial Banks, except for our information

[@)) As of March 31, 2016, China Merchants Bank had total loans of RMB2,932.8 billion, ranking sixth among PRC
commercial banks.
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Nationwide Joint-stock Commercial Banks

Nationwide joint-stock commercial banks play an important role in China’s banking industry. As
of December 31, 2015, there were 12 nationwide joint-stock commercial banks with licenses to engage
in nationwide commercial banking activities in China, including China Merchants Bank, China CITIC
Bank, Hua Xia Bank, China Everbright Bank, Shanghai Pudong Development Bank, China Minsheng
Bank, Industrial Bank, China Guangfa Bank, Ping An Bank, China Zheshang Bank, China Bohai Bank
and Hengfeng Bank. As of and for the year ended December 31, 2015, nationwide joint-stock
commercial banks together accounted for 18.6% of the total assets, 15.3% of the total shareholders’
equity and 17.1% of the total net profit of all banking institutions in China.

City Commercial Banks

City commercial banks are generally permitted to engage in commercial banking activities within
their respective designated geographical areas. Some of the city commercial banks have established
branches in other cities. As regional financial institutions, city commercial banks are also important
components of China’s banking industry. As of December 31, 2015, there were 133 city commercial
banks in China. As of and for the year ended December 31, 2015, city commercial banks together
accounted for 11.4% of the total assets, 10.2% of the total shareholders’ equity and 10.1% of the total
net profit of all banking institutions in China.

Rural Financial Institutions

Rural financial institutions include rural credit cooperatives, rural commercial banks and rural
cooperative banks. Compared with Large Commercial Banks and nationwide joint-stock commercial
banks, they mainly provide limited banking products and services to enterprises and residents in the
County Areas, including personal deposits, loans and settlement services. As of December 31, 2015,
there were 2,303 rural financial institutions in China. As of and for the year ended December 31, 2015,
rural financial institutions together accounted for 12.4% of the total assets, 11.7% of the total
shareholders’ equity and 11.3% of the total net profit of all banking institutions in China.

Foreign Banking Institutions

Foreign banking institutions include representative offices and branches and sub-branches of
foreign-owned and joint-venture banks and locally-incorporated subsidiaries of foreign banks. As of
December 31, 2015, there were 40 legal entities of foreign banks incorporated in China. As of and for
the year ended December 31, 2015, foreign banking institutions together accounted for 1.3% of the
total assets, 2.3% of the total shareholders’ equity and 0.8% of the total net profit of all banking
institutions in China.

Other Banking Institutions

Other banking institutions include policy banks, emerging rural financial institutions (including
village and township banks, loan companies and rural mutual cooperatives), privately owned banks,
financial asset management companies, Sino-German Bausparkasse, trust companies, finance
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companies of corporate groups, financial leasing companies, money brokerage firms, auto financing
companies and consumer finance companies. As of and for the year ended December 31, 2015, these
banking institutions together accounted for 13.5% of the total assets, 18.5% of the total shareholders’
equity and 13.7% of the total net profit of all banking institutions in China.

INDUSTRY TRENDS
Enhanced Industry Fundamentals

Since 2003, the conversion of state-owned commercial banks into joint stock companies has had
a profound effect on the reform and development of China’s banking industry. Since then, China’s
banking industry has witnessed significant improvements in corporate governance, risk management,
capital strength and profitability. From 2010 to 2015, according to the CBRC, the total assets of all
banking institutions in China increased by RMB104.0 trillion, representing a CAGR of 15.9%, while
shareholders’ equity of all banking institutions in China increased by RMB9.4 trillion, representing a
CAGR of 21.1%.

The following table sets forth the scale and profitability of all banking institutions in China as
of the dates and for the periods indicated.

As of or for the year ended December 31,

CAGR
2010 2011 2012 2013 2014 2015 (2010-2015)
(in billions of RMB, except percentages)

Total aSSEtS . cccvvvvuieeeiiiiiiiiieeeeeeeiiiiinnnn. 95,305.3 113,287.3 133,622.4 151,354.7 172,335.5 199,345.4 15.9%
Shareholders’” equity.........ccevveveeeeennnnn. 5,832.2 7,209.4 8,670.8 10,171.6 12,313.2 15,205.3 21.1%
Total 10ans .......uuveeeeiiiiiiiiiieieeciiiiiis 50,922.6  58,189.3 67,287.5 76,632.7 86,786.8 99,346.0 14.3%
Total depOSItS w.vvueeeeeiiiiiiiieeeeeeiiiiiies 73,338.2  82,670.1 94,310.2 107,058.8 117,373.5 139,775.2 13.8%
Profit after tax ........ccoovviiiiieeeiiiiiiinnns 899.1 1,251.9 1,511.6 1,744.5 1,927.7 1,973.8 17.0%

Source: CBRC Annual Report 2015
Increasingly Improved Regulatory System in the Industry

In recent years, the PBOC and the CBRC have promulgated a series of regulations in an effort
to enhance the regulation and supervision of China’s banking industry and promote orderly market
competition. These regulations are related to, among other things, improving corporate governance,
enhancing risk management, strengthening supervision over capital adequacy, establishing a general
provision requirement for risk-bearing assets, promulgating internal control guidelines and enhancing
supervision over information disclosure.

Meanwhile, as the reform of China’s banking industry has accelerated, the progress of interest
rate liberalization has also gained momentum in recent years. Effective June 8, 2012, the PBOC
allowed financial institutions to set interest rates on RMB-denominated deposits at up to 110% of the
PBOC benchmark rates. On July 20, 2013, the PBOC removed the minimum interest rate requirement
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for RMB-denominated loans (excluding interest rates on residential mortgage loans) and allowed
financial institutions to set interest rates on loans based on commercial considerations. On November
22, 2014, the PBOC allowed financial institutions to set interest rates on RMB-denominated deposits
at up to 120% of PBOC benchmark rates, which was subsequently raised to 130% and then 150% of
PBOC benchmark rates effective March 1, 2015 and May 11, 2015, respectively. Effective August 26,
2015, the PBOC removed the cap on interest rates on RMB-denominated time deposits with tenors
over one year, while the cap on interest rates on RMB-denominated demand deposits and time deposits
with tenors up to one year remained unchanged. Effective October 24, 2015, the PBOC removed the
cap on interest rates on deposits and allowed commercial banks in China to set interest rates on
deposits based on commercial considerations. The interest rate liberalization is nearing completion,
which brings certain challenges to PRC commercial banks in respect of business operations,
innovation capabilities, pricing abilities and risk management capabilities.

The above-mentioned steps, along with the implementation of the Regulations on Deposit
Insurance effective May 1, 2015, will further drive liberalization of interest rates in China. The
continuing interest rate liberalization may increase price competition in China’s banking industry,
while it is expected to encourage PRC commercial banks to develop more innovative products and
services and to adopt risk-based pricing. Furthermore, interest rate liberalization will lead to business
transformation of PRC commercial banks, especially in respect of fee- and commission-based products
and services, such as investment banking, wealth management and alternative investment services.

In addition, China’s regulatory authorities have gradually relaxed constraints on certain
businesses, products and financing channels of commercial banks. For example, the regulatory
authorities have relaxed limitations on asset securitization in recent years and allowed commercial
banks to issue negotiable certificates of deposit on the interbank market. This provides opportunities
for China’s banking industry to develop new businesses and broaden financing channels.

Meanwhile, the regulatory authorities of China’s banking industry have developed and further
refined the prudential regulatory regimes and strengthened supervision over various aspects, including
corporate governance, internal control, compliance and risk management. For instance, the regulatory
authorities of China’s banking industry have promulgated a number of regulations to, among others,
strengthen regulation on capital adequacy of commercial banks according to the development of Basel
Accords, reinforce strict and prudent requirements and supervision on, among others, wealth
management products and interbank business, and enhance information technology risk management.
The CBRC has also promulgated a series of regulatory requirements related to the real estate industry,
over-capacity industries and local government financing vehicles, requiring PRC commercial banks to
strengthen risk control over each of these types of businesses. For further information on regulation
of China’s banking industry, see “Supervision and Regulation.”

Increasing Demand for Personal Banking Products and Services Driven by Accumulation of
Social Wealth

With the rapid growth of China’s economy, the disposable income of PRC residents has increased
in the past three decades. According to the NBS, per capita disposable income of PRC urban residents
increased from RMB19,109 in 2010 to RMB31,195 in 2015, at a CAGR of 10.3%; and per capita net
income of rural residents increased from RMB5,919 in 2010 to RMB10,772 in 2015, at a CAGR of
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12.7%. The following table sets forth the per capita disposable income of PRC urban residents, the per

capita net income of rural residents, the total amount of RMB-denominated deposits of PRC urban and

rural residents, and the total amount of PRC personal RMB-denominated loans and its percentage of

total domestic loans as of the dates and for the periods indicated.

As of or for the year ended December 31,

CAGR
2010 2011 2012 2013 2014 2015 (2010-2015)
Per capita disposable income of urban
residents (RMB) .................o 19,109 21,810 24,565 26,467 28,844 31,195 10.3%
Per capita net income of rural
residents (RMB) ... 5,919 6,977 7,917 8,896 9,892 10,772 12.7%

Total amount of RMB-denominated

deposits of urban and rural residents
(in billions of RMB) .......ccccceeeiis 30,330 34,364 39,955 44,760 48,526 54,607 12.5%

Total amount of PRC personal

RMB-denominated loans (in billions

of RMB) ..o 11,254 13,601 16,130 19,850 23,141 27,021 19.1%
As a percentage of total domestic
10ans (%) «ooooveeeeiiiiiiiiiiiii 23.5% 24.9% 25.7% 27.7% 28.4% 28.8% N/A

Source: NBS, PBOC, National Economic and Social Development Statistics Bulletin

Due

to lifestyle changes and rising consumption levels as a result of the accumulation of

residents’ wealth, consumer demand for more diversified personal banking products and services has

been increasing and has become a major growth driver for PRC commercial banks. We believe the

personal wealth in China will continue to increase and drive demand for personal banking products

and services, including personal loans, debit and credit cards, and wealth management services.

Consumer Loans: As of December 31, 2013, 2014 and 2015, the balance of consumer loans
in China amounted to RMB13.0 trillion, RMB15.4 trillion and RMB19.0 trillion,
respectively, representing a CAGR of 20.9% from 2013 to 2015.

Debit and Credit Cards: According to the PBOC, as of December 31, 2013 and 2014, the
accumulative number of debit cards issued in China was 3.82 billion and 4.48 billion,
respectively, and the accumulative number of credit cards issued in China was 0.39 billion
and 0.46 billion, respectively. As of December 31, 2015, the number of debit cards in issue
in China was 5.01 billion and the number of credit cards in issue in China was 0.43 billion.
As of December 31, 2013, 2014 and 2015, the transaction amount of bank cards in China
was RMB423.4 trillion, RMB449.9 trillion and RMB669.8 trillion, respectively,
representing a CAGR of 25.8% from 2013 to 2015.
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° Wealth Management Services: Due to the rapid growth in residents’ disposable income
and an expanding class of wealthy individuals, strong demand for wealth management
services has emerged in recent years. In particular, PRC commercial banks have begun to
offer customized and professional services, such as wealth management and private banking

services, to mid- to high-end customers.
Increasing Importance of Banking Services to Small and Micro Enterprises

There are a huge number of small and micro enterprises in China which have laid a solid
foundation for sustainable and stable economic growth in China. According to the SAIC’s statistics,
as of December 31, 2013, there were approximately 11.70 million registered small and micro
enterprises in China, accounting for 76.6% of the total number of enterprises. However, small and
micro enterprises’ demand for financing has not been fully addressed. According to the PBOC, as of
December 31, 2015, the balance of loans to small and micro enterprises in China amounted to
approximately RMBI17.4 trillion, representing approximately 18.5% of total outstanding

RMB-denominated loans extended by PRC financial institutions.

In recent years, the State Council, PBOC and CBRC have launched a number of policies and
measures to boost the development and offering of innovative financial products and credit services
to small and micro enterprises, and to increase lending to them. These policies and measures include
the following:

° In March 2013, the CBRC issued the Notice on Deepening Small and Micro Enterprise
Banking Services* (B R AL /M4 24 MR BS 19 & B, clarifying favorable policies and
measures to financial institutions in respect of information sharing, credit enhancement and
fiscal and tax support for their financial service to small and micro enterprises, in order to
encourage commercial banks to improve their service quality and expand financial product

offerings, financing channels and network coverage for small and micro enterprises.

° In August 2013, the General Office of the State Council issued the Implementation
Opinions on Financial Support to Developing Small and Micro Enterprises* ([ i 4 il 57 +F
N A FEEE R E A W) and the CBRC issued the Guiding Opinions on Further
Enhancing Small and Micro Enterprise Banking Services* (A #E— 25 U4 /Nl 4> 25 4
MR ¥ TAER 453535 ), providing policy support to service innovations, credit enhancement
and information services as well as direct financing channels, as well as financial and tax
support to small and micro enterprises. This reinforced the requirements that (i) the growth
rate of loans extended by each banking institution to small and micro enterprises be no
lower than their respective average growth rate of loans, and (ii) the incremental loans of
each banking institution to small and micro enterprises be no less than those of the previous

year.
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° In June 2014, the PBOC lowered the Renminbi statutory deposit reserve ratio by 0.5
percentage points for commercial banks which satisfied the prudent operational
requirements for granting loans to small and micro enterprises and to borrowers in the
agricultural industry or rural areas or, to farmers. In February 2015, the PBOC further
lowered the Renminbi statutory deposit reserve ratio by 0.5 percentage points for
commercial banks that satisfy conditions mentioned above.

° In July 2014, the CBRC issued the Notice on Improving and Innovating Loan Services for
Small and Micro Enterprises and Enhancing Financial Services for Small and
Micro Enterprises® (B A 52 & FIAI /N 3 8 UIR G 4 = /N Gl A 2 4 il I 365 7K S 14 4
1), which encourages banking institutions to set reasonable loan maturities to support the
working capital needs of small and micro enterprises, to expand and enhance working
capital loan product offerings to small and micro enterprises, and to actively explore
innovative models to provide working capital loans to small and micro enterprises.

° In January 2016, the State Council published the Plan for Promoting Inclusive Finance
(2016-2020)* ([ 7% B 2% 4 18 17 2 4 Rl 3% )2 11 81 (2016-20204F)), encouraging large banks
to accelerate the establishment of specialized institutions for small and micro enterprises.

With the continuous development of China’s capital markets, large-scale enterprises and group
customers will seek to satisfy some of their financing needs through the capital markets instead of
through bank loans, and consequently, small and micro enterprises will become an increasingly
important customer base for PRC commercial banks. According to the PBOC, in 2013, 2014 and 2015,
loans to small and micro enterprises increased rapidly with an annual growth rate of 14.2%, 15.5% and
13.9%, respectively.

The following table sets forth the breakdown of the loans extended to small and micro enterprises
(including loans to small-sized enterprises, micro-sized enterprises, individual business households
and small and micro business owners) by banking institutions in China as of the dates indicated.

As of December 31, 2015 As of March 31, 2016

Amount % of total Amount % of total

(in billions of RMB, except percentages)

Large Commercial Banks ......... 6,674.7 28.4% 6,873.7 28.3%
Rural commercial banks........... 3,923.0 16.7 4.214.5 17.3
City commercial banks............. 3,721.4 15.9 3,938.3 16.2
Nationwide joint-stock

commercial banks................. 3,824.6 16.3 3,795.1 15.6
Foreign banks ...........cooooeeeeni. 177.8 0.8 183.9 0.8
Other banking institutions........ 5,138.3 ﬁ 5,290.7 ﬁ
Total............coooviiiiiiii, 23,459.8 100.0 % 24,296.2 M%

Source: CBRC
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Substantial and Rapid Growth of County Area Banking Business

The County Areas economy is important to China’s national economy. In recent years, with
increasingly accelerated urbanization in China, the County Areas, as a key point to expand domestic
consumption, accelerate urbanization and balance regional development, have enormous development
opportunities and are expected to become internal impetus of China’s long-term economic growth. In
February 2016, the State Council published the Certain Opinions on Deepening the Development of
New Urbanization* ([ A T8 A7 8 i SH AL @ 5 1 % T & 5L), directing greater support to counties
and major towns with significant development potential and strong population-carrying capacity in
Central and Western China. With increasingly unleashed economic growth potential and continuous
improvement in the financial environment in the County Areas, the County Area Banking Business
will also face significant demand and good opportunities in the future. According to the 2015
Yearbook of China’s County Areas, the County Areas accounted for 93.8% of China’s total land area
and 74.6% of China’s total population as of December 31, 2014. In 2014, the GDP from County Areas
accounted for 57.2% of China’s total GDP.

The rapid growth of the County Areas economy and the favorable policies implemented by the
PRC government in recent years have spurred a fast-growing financial market in the County Areas.
However, the penetration rate of financial services in the County Areas remains relatively low, which
represents significant growth potential. In this context, certain Large Commercial Banks and foreign
banks have intensified their market expansion efforts in the County Areas. According to the PBOC and
the 2015 Yearbook of China’s County Areas, as of December 31, 2014, the total outstanding loans of
all financial institutions in the County Areas amounted to RMB22.0 trillion, accounting for 25.3% of

the total loans of all financial institutions in China.
Challenges and Opportunities for Banks Arising from Internet Finance

In recent years, Internet-based financial service companies are developing rapidly in China. At
present, the major financial services provided by China’s Internet-based financial service companies
include online personal loans, third-party online and mobile payment, as well as online and mobile
wealth management. These Internet-based financial service companies bring in innovative service
models, lower the threshold and the cost of providing financial services for the public, and improve
the customer experience. Accordingly, China’s banking financial institutions are facing the challenges

with respect to products, technologies and customer experience.

China’s banking industry has capitalized on rapidly developing digital and mobile technology to
introduce new businesses, products and service platforms, including the establishment of e-commerce
platforms to provide financial services to customers and online sales platforms for financial products.
Certain commercial banks have attempted to improve operating efficiency and risk management by
utilizing big data technology. By integrating their physical networks and services and electronic
banking, banks can provide more convenient traditional banking services and innovative banking
products to customers. Application of electronic banking channels such as Internet banking, telephone

banking and mobile banking has opened broad new channels for banks to expand their banking
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businesses. In the meantime, online payment is gradually becoming one of the major payment
channels. Expanding user base and increasing demand for mobile banking in China have resulted in
comprehensive cooperation between commercial banks and Internet companies in the area of Internet

finance, which will become one of the focuses of commercial banks’ transformation.

Effects of the Development of China’s Capital Markets and Financial Disintermediation on the
Banking Businesses

Internationalization of Renminbi, further open-up of capital accounts and a refined exchange rate
system for Renminbi will encourage cross-border capital flows and promote connectivity of financial
markets. In recent years, China has launched a number of initiatives to further develop its capital
markets, including replacing the approval-based system with the registration-based system for
offering asset-backed securities, relaxing the restrictions on public offerings of corporate bonds,
implementing registration-based systems for private placements of bonds, launching the
Shanghai-Hong Kong Stock Connect, and introducing the scheme for mutual recognition of publicly
offered funds between the PRC and Hong Kong. China will gradually establish a multi-level capital
market system which will result in change of social financing structure, in which direct financing will
take a larger share in total financing and the trend of financial disintermediation will accelerate.
According to statistics from the PBOC, the proportion of corporate bonds financing and equity
financing from non-financial institutions in the incremental total social financing volume increased
from 5.2% in 2013 to 24.0% in 2015.

These developments may affect the core business of China’s banking industry. For example, the
deepening reform of China’s bond markets may affect the loan business of commercial banks, as
certain corporate borrowers may issue debt securities at lower costs, which may reduce the demand
for bank loans. However, the development of capital markets also created opportunities for PRC
commercial banks to provide diversified financial products and services, in particular, accelerating the
development of fee- and commission-based businesses such as wealth management services, the
investment banking business and fund distribution. The development of China’s capital markets also
broadened the variety of investible securities for commercial banks, for instance, a number of
commercial banks have recently introduced new products such as asset-backed securities and

negotiable certificates of deposit into their investment portfolios.

Increasingly Accelerated Comprehensive Operations and Internationalization of the PRC
Banking Industry

As interest rate liberalization is nearing completion, the comprehensive service model will
become one of the future trends for China’s banking industry. Currently, PRC commercial banks are
allowed to apply for licenses of, among others, trust, funds, insurance and financial leasing. The
transformation towards the comprehensive service model will be a gradual process, as the relaxation
of financial licenses involves various changes in laws and regulations and reform of the regulatory
regimes. Asset management and investment banking will become major areas for comprehensive
service operations for China’s banking industry. Commercial banks are expected to gradually expand

market share in capital market businesses by virtue of their strengths in scale and resources and
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leverage their large customer base to offer diversified and integrated financial services for customers.
As such, the comprehensive service model will become a new way to improve the profitability of PRC

commercial banks and will significantly improve the ecosystem of China’s financial services industry.

With the steady progress of comprehensive services, cross-selling of financial products across a
bank’s integrated outlet network and electronic banking has become an important way for banks to
increase their fee and commission income. Hong Kong listed PRC commercial banks’ average
proportion of net fee and commission income in total income was 16.8% in 2015, while the average
proportion was 12.4% in 2010. As PRC banks continue to expand their fee- and commission-based
product and service offerings to meet the increasingly sophisticated demand of corporate and retail
customers, it is expected that the fee- and commission-based businesses of China’s banks will have

significant growth potential.

Moreover, in recent years, the banking institutions in China have accelerated the pace of their
overseas expansion, taking active roles in mergers and acquisitions and strategic investments to
consolidate and expand their overseas businesses. According to the CBRC, as of December 31, 2015,
22 Chinese banking institutions had established 1,298 overseas branches and sub-branches in 59

countries and regions.
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OVERVIEW

In China, the banking industry is extensively regulated, mainly by the CBRC, PBOC and MOF.
The CBRC is responsible for supervising and regulating banking financial institutions while the
PBOC, as the central bank of China, is responsible for formulating and implementing monetary
policies. The MOF is responsible for supervising and regulating state-owned financial assets. Laws
and regulations applicable to the banking industry in China mainly include the PRC Commercial
Banking Law, the PRC PBOC Law and the PRC Banking Supervision and Regulation Law as well as
regulations and rules formulated thereunder.

HISTORY AND DEVELOPMENT OF THE REGULATORY FRAMEWORK

The PBOC, established on December 1, 1948, was originally the major regulatory authority of
the financial industry in China. In January 1986, the State Council issued the Provisional Regulations
of the People’s Republic of China on the Control of Banks* (3 A &A1 5 R 178 B 1706 f1),
stating clearly for the first time that the PBOC was the central bank of China and the regulatory

authority of the financial industry in China.

The current banking regulatory framework took shape in 1995 with the promulgation of the PRC
PBOC Law and the PRC Commercial Banking Law. The PRC PBOC Law promulgated in March 1995
stipulated the PBOC’s scope of responsibilities and organizational structure, authorizing the PBOC to
manage the RMB, implement monetary policies and supervise the financial industry in China. The
PRC Commercial Banking Law, which was promulgated in May 1995, stipulated the basic operation

principles for commercial banks in China.

Since then, China’s regulatory framework for the banking industry experienced further
significant reform and development. In April 2003, the CBRC was established to take over the major
role of regulating China’s banking industry which was previously assumed by the PBOC and was
mandated to implement reforms, minimize overall risks, promote stable development and enhance the
international competitiveness of the PRC banking industry. In December 2003, the PRC PBOC Law

and the PRC Commercial Banking Law were amended.

On February 1, 2004, the PRC Banking Supervision and Regulation Law was officially
implemented, stipulating the CBRC’s regulatory functions and responsibilities. On October 31, 2006,
the PRC Banking Supervision and Regulation Law was amended and has been implemented from
January 1, 2007.

On August 29, 2015, the Standing Committee of the National People’s Congress issued the

Decision of the Standing Committee of the National People’s Congress on Amending the PRC
Commercial Banking Law* (4B A RAC R K & 5 55 2 B € B8 ol 2 A R IR0 B e SE SR A7 16 i Bk

%), and the amended PRC Commercial Banking Law came into force on October 1, 2015.

— 123 —



SUPERVISION AND REGULATION

MAJOR REGULATORY AUTHORITIES

CBRC

Functions and Power

The CBRC is the major regulatory authority for banking financial institutions in China,

responsible for supervising and regulating banking financial institutions operating in China, including

commercial banks, urban credit cooperatives, rural credit cooperatives, other financial institutions

taking public deposits and policy banks, as well as certain non-banking financial institutions. The

CBRC is also responsible for supervising and regulating overseas entities established by domestic

financial institutions, and the overseas business of such banking and non-banking financial

institutions. According to the PRC Banking Supervision and Regulation Law as amended in 2006 and

related regulations, the major regulatory functions and supervising measures of the CBRC include:

formulating and publishing regulations and rules which regulate banking financial
institutions and their business activities;

reviewing and approving the establishment, change and termination of banking financial
institutions and their business scopes, as well as granting financial permits to commercial
banks and their branches;

regulating business activities of banking financial institutions, including their products and

services;

approving and supervising the qualifications of directors and senior management of
banking financial institutions;

establishing prudent operation rules regarding risk management, internal control, capital
adequacy ratio, asset quality, the allowance for impairment losses, risk concentration,
related party transactions and asset liquidity of banking financial institutions;

conducting on-site inspection and off-site supervision on the business activities and risk
profiles of banking financial institutions;

formulating emergency response systems and plans by cooperating with related
departments;

taking actions to rectify and punish activities which violate regulations of the banking
industry;

preparing and publishing national statistics and financial statements of banking financial
institutions; and

— 124 —



SUPERVISION AND REGULATION

° taking over or procuring the reorganization of banking financial institutions which have
seriously affected the legal rights and benefits of depositors and other clients, in the event
of an actual or potential credit crisis.

Inspection and Supervision

The CBRC regulates the operations of banks and their branches through on-site inspection and
off-site supervision by its headquarters in Beijing and local offices nationwide. On-site inspection
typically includes checking business venues and electronic data system of the banks on the site,
interviewing staff, senior management and directors of the banks, asking for explanations on
significant events related to operations and risk management of the banks, and reviewing related
documents and data maintained by the banks. Off-site supervision usually covers reviewing business
reports, financial statements and other reports submitted by the banks to the CBRC regularly.

The CBRC is authorized to take corrective and punitive measures against banking financial
institutions failing to comply with relevant regulations on the banking industry, including imposing
a fine, ordering to suspend part of businesses, ceasing to approve new business, restricting the
distribution of dividends and other income and asset transfer, ordering controlling shareholder to
transfer equity interest or limiting the rights of relevant shareholders, ordering the change of directors,
senior management or limiting their rights, or ceasing to approve the establishment of new branches.
Under extreme circumstances or when banking financial institutions fail to rectify within the period
specified by the CBRC, the CBRC may order it to suspend business for rectification or revoke its
business permit. In the event of credit crisis or potential credit crisis of a banking financial institution
which severely affects the legal rights and benefits of the depositors or other clients, the CBRC may
assume management control over, or arrange for the reconstruction of such banking financial
institution.

PBOC and the Inter-departmental Coordination Joint Meeting for Financial
Supervision

As the central bank of China, the PBOC is responsible for formulating and implementing
monetary policies, and safeguarding the stability of the financial market in China. According to the
PRC PBOC Law and related regulations, the PBOC is authorized to perform the responsibilities as
follows:

° publishing and implementing orders and rules related to its responsibilities;

° formulating and implementing monetary policies according to the law;

° issuing RMB and managing the circulation of RMB;

° supervising and regulating interbank lending market and interbank bond market;

° exercising foreign exchange control and regulating the interbank foreign exchange market;

° regulating the gold market;
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° holding, managing and operating the nation’s foreign exchange reserves and gold reserves;
° managing the national treasury;

o maintaining normal operation of the payment system and the clearing system;

° guiding and leading anti-money laundering measures in the financial industry and

monitoring the fund flows related to anti-money laundering;

° responsible for the statistics, investigation, analysis and forecasts of the financial industry;
and

° engaging in international financial activities as the central bank of China.

On August 15, 2013, the State Council issued the Reply of the State Council on the Establishment
of the Inter-departmental Coordination Joint Meeting System for Financial Supervision* (%5 B¢ B i
I A 78 57 4 Tl A T o S P T 6 o 9 AL 78), building up such system led by the PBOC. The
members thereof include the CBRC, CSRC, CIRC and SAFE and the relevant departments such as the
NDRC and MOF may be invited for participation when necessary.

MOF

The MOF is a department under the State Council which is responsible for performing related
functions such as the national finance, taxation, accounting and the supervising and regulating of
state-owned financial assets. The MOF regulates the performance assessment and remuneration system
of the senior management of state-owned banks, and supervises the compliance of banks with the
Accounting Standards for Business Enterprises (23 & 5t 4#EH) and Financial Rules for Financial
Enterprises (% il {2 W %5 #1 HI). The MOF’s major responsibilities in relation to financial enterprises
include:

° formulating and implementing finance and tax development strategies, plans, policies and
reform proposals;

° drafting laws and regulations for fiscal, financial and accounting management, and
formulating departmental rules;

° supervising and regulating of state-owned assets of financial enterprises and the appraisal
of assessing state-owned assets, and participating in formulation of the relevant
management system for state-owned assets in financial enterprises; and

° supervising and inspecting the implementation of financial and tax regulations and policies,
reporting major problems in the management of fiscal revenues and expenditures, and
managing the offices of financial supervisors.

Other Regulatory Authorities

In addition to aforesaid regulatory authorities, commercial banks in China are also subject to the
supervision and regulation of the NDRC, SAFE, CSRC, CIRC, NAO, SAIC, SAT and their respective
local offices and other regulatory authorities.

— 126 —



SUPERVISION AND REGULATION

INDUSTRY ACCESS REQUIREMENTS

Basic Requirements

At present, the establishment of a Chinese-funded commercial bank including large

state-controlled commercial banks, PSBC, joint-stock commercial banks and city commercial banks,

among others must be approved and licensed by the CBRC. According to the current regulations, the

CBRC typically will not approve the application for establishing a Chinese-funded commercial bank

unless the following requirements are met. The relevant requirements include but not limited to:

the articles of association must comply with related requirements of the PRC Company Law
and the PRC Commercial Banking Law;

the registered capital shall be paid-in capital, in an amount of at least RMB1 billion or
equivalent in convertible foreign currency, while the minimum amount of registered capital
for establishing a city commercial bank shall be RMB100 million;

there are competent directors, senior management, and qualified practitioners who are
familiar with the banking business;

there is sound organizational structure and management system,;

there are proper business premises, safety precautionary measures and other facilities for
business operations; and

establish proper information technology framework for business operation, including safe
and compliant information technology systems necessary to support the business operation,
and the related technologies and measures to ensure effective and safe operation of the
information technology system.

Significant Changes

All significant changes of a Chinese-funded commercial bank must be approved by the CBRC or

its local offices, including:

change of name of the head office or branches;

change of registered capital;

change of domicile of the head office or branches;

change of business scope;

change of organizational form;

change of shareholders holding 5% or more of total capital or total shares;
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° investment in shares by overseas financial institutions;

° alteration of articles of association;

° establishment or termination of branches;

° merger or spin-off; and

° dissolution and bankruptcy.
Branches and Business Network
Domestic Branches

The establishment of a domestic branch by a Chinese-funded commercial bank according to its
business needs must be approved by the CBRC or its local offices, and obtain financial permit and
business license. The Chinese-funded commercial bank which domestically establishes a branch shall
appropriate the working capital corresponding to its operating scale as required. The total appropriated

amount of the working capital of all branches shall not exceed 60% of the total capital amount of the
head office.

Overseas Branches

The establishment of an overseas branch by a Chinese-funded commercial bank must be
approved by the CBRC in addition to complying with all applicable requirements in the relevant
foreign jurisdiction and the Chinese-funded commercial bank that applies for such approval shall meet
the following requirements:

° there is a good corporate governance structure, a sound and effective internal control, a
business line management and risk control capability compatible with the overseas business
development;

° there are clear overseas development strategies;

° there is good consolidated management capability;

° major prudent regulatory indicators meet regulatory requirements;

° balance of equity investment shall not exceed 50% of its net assets (in the consolidated
accounting statements) in principle;

° consecutive profit(s) were recorded for the last three fiscal years;

o balance of the assets at the end of one year before application has reached RMB100 billion

Oor more;
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° there is a professional team compatible with the overseas operating environment; and
° other prudent conditions required by the CBRC’s rules.
Agency Business Institutions

On November 30, 2015, the CBRC promulgated the Measures for the Administration of Agency
Business Institutions, under which an agency business institution refers to a postal enterprise
operating entity approved by the CBRC and granted with financial permit to operate the relevant
business of a commercial bank within the scope of business entrusted by PSBC, and being an integral
part of the service network of PSBC. PSBC shall formulate nationwide unified rules for regulating the
naming of agency business institutions, and agency business institutions shall be named as “Postal
Savings Bank of China Co., Ltd. XXX Business Institute.”

The relevant commercial banking business entrusted by PSBC and conducted by the postal
enterprises must be conducted through the establishment of an agency business institution in the name
of PSBC. Postal enterprises are forbidden to conduct relevant commercial bank business not entrusted
by PSBC. PSBC shall not entrust any enterprise or individual, other than an agency business
institution, to conduct relevant commercial banking business without approval of the CBRC, unless
otherwise required by laws and regulations. A postal enterprise that engages in agency banking
businesses entrusted by PSBC shall implement segregated management with its postal business, with
independent accounting on costs and revenue. PSBC shall establish a transparent business cooperation
mechanism with China Post Group and enter into a comprehensive cooperation framework agreement
to confirm the relationship of rights, obligations and benefits in such cooperation. PSBC should
establish with the postal enterprises a nationwide unified management system for principal-agent
relationship, implement authorization by tiers under their respective entities for principal-agent
relationship, and the principal-agent agreements shall adopt a uniform text format.

Annual planning management is implemented for establishing new agency business institutions
of PSBC. The establishment of an agency business institution within a scheduled plan shall go through
the two stages of setup and commencement of business. The applicant for the setup of an agency
business institution must be a tier-1 branch of PSBC, and the applicant shall meet the following
requirements:

° has sound and effective internal control, risk management and accountability systems;

° no material incidents have occurred in the last two years in branches and sub-branches
under its administration;

° has established the management system and mechanism for agency business institutions and
has sufficient professional management capabilities; and

° other prudent conditions required by the CBRC.

Applications for the setup of agency business institutions shall be approved by the competent
local office of the CBRC.
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The commencement of business of an agency business institution of PSBC shall comply with the

following requirements:

a counter for separately conducting the banking business has been set up at the place of
business of the postal enterprise, and the cash area of the agency business institution is
effectively physically separated from the place of postal business;

there have been persons in charge and professional bank staff in compliance with the
regulatory requirements;

there have been security, services and other facilities compatible with the banking
operations and in compliance with the regulatory requirements;

there has been a networking and information technology system physically separated from
the postal business in compliance with the business operating requirements and the
information technology risk control requirements and a facilities operating room in
compliance with the commercial banking operating criteria; and

other prudent conditions required by the CBRC.

Application for commencement of business of an agency business institution shall be submitted

by tier-2 branches or branches superior thereto of PSBC and approved by the competent local office
of the CBRC.

Application for the changes (including change of name) and termination of operations (unless

lawful revocation) of agency business institutions shall be lodged by tier-2 branches or branches

superior thereto of PSBC and approved by the competent local offices of the CBRC.

Termination of operations of agency business institutions (except lawful revocation) shall meet

the following requirements:

no vacant financial services shall be allowed;

there has not been any event of bank run in the county (district) where the agency business
institution that intend to terminate operations is located in the last two years; and

other prudent conditions required by the CBRC.

Business Scope

In accordance with the PRC Commercial Banking Law, commercial banks in China are allowed

to:

take public deposits;

extend short-term, medium-term and long-term loans;
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° process domestic and overseas settlements;

° process bill acceptance and discounting;

° issue financial bonds;

° act as an agent for issuance, cash and underwriting of government bonds;

° purchase and sell government bonds and financial bonds;

o conduct interbank borrowings;

° buy and sell foreign exchange, or act as an agent thereof;

° operate bank card business;

° provide letter of credit services and guarantees;

° act as an agent for receipts and payment and insurance business;

° provide safe deposit box service; and

° other businesses approved by the banking industry regulators under the State Council.

Commercial banks must specify business scope in their articles of association which will be
submitted to the CBRC or its local offices for review and approval. A commercial bank may deal with
exchange settlement and sales business upon approval from or filing with the PBOC and SAFE.

Pursuant to the Measures for the Administration of Agency Business Institutions, agency

business institutions entrusted by PSBC may conduct certain banking businesses of PSBC, but cannot
conduct corporate deposit-taking, credit and treasury businesses.

REGULATION ON MAJOR BUSINESS OF COMMERCIAL BANKS
Loans

In order to control credit extension related risks, commercial banks should establish strict and
unified credit risk management system, establish standard operation procedures for each phase of
credit extension and appoint qualified risk control personnel.

The CBRC and other related authorities have promulgated a number of regulations and
guidelines regarding loans and credit extended to certain industries and clients. For example:

° On July 18, 2009, the CBRC issued the Guidelines on Project Financing Business* (Y5 H

fil & 27545 5]), which requires banking financial institutions to establish a set of sound
operating procedures and risk management system. Banking financial institutions must
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comprehensively identify and assess various risks in the construction period and operation
period of the project, including policy risks, financing risks, project completion risks,
market risks for the product, risks of over-budget, raw material risks, operation risks,
exchange rate risks, environmental risks and other related risks. The guidelines also require
that banking financial institutions shall also focus on the borrower’s debt-paying ability and
evaluate project risks from the aspects of technical feasibility, financial feasibility and
reliability of the source of funds for debt repayment. Furthermore, banking financial
institutions shall require the borrowers to establish a designated account for receipts of the
project income, and deposit all the receipts of the project in such account, shall monitor the
account of receipts, and when the cash flow in the account is abnormal, shall examine the
reasons promptly and take actions accordingly.

On July 23, 2009, the CBRC issued the Interim Provisions on the Management of Fixed
Asset Loans* ([ & & SR E MY ITHEE), which require that banking financial
institutions should improve the internal control mechanism, implement full-process loan
management, fully understand the information about the clients and the project, establish
a fixed asset loan risk management system and an effective mechanism for balancing
different positions, assign to specific departments and positions the duties in all aspects of
loan management, establish a mechanism for assessment and accountability for all
positions; and shall reinforce the management of loan usage and improve the management
of extension and disbursement of loans. Banking financial institutions are also required by
such provisions to reach an agreement with borrowers in the contract on contents important
to the control of credit risks, and to establish loan quality supervision system and early
warning system for loan risks. According to the Interpretation of the Interim Provisions on
the Management of Fixed Asset Loans by the CBRC* (FFERITHEEREMZT B M
A ] 7 R BT AT EE A0 A RE 1 £%) issued by the CBRC on March 11, 2010, “Fixed
Asset Loans” refer to loans used for investment in fixed assets. Regardless of how the
lender classifies the types of loans internally, as long as the loan is used for investment in
fixed assets, it is a fixed asset loan. The scope of fixed asset investments shall be referred
to the “Fixed Asset Investment Statistical Statement System™* ([ & & £ £ & %t w1 i 3£ il
) issued by relevant bureau of statistics, and the statistical requirement for fixed asset
investment refers to fixed asset investment project with total investment amount of
RMB500,000 and above.

On February 12, 2010, the CBRC issued the Interim Provisions on the Management of
Working Capital Loans* (i) & &85 E Y17 HEE), which require that banking
financial institutions shall establish effective internal control and risk management system
to monitor and control the use of working capital loans and fully understand client
information, shall reasonably estimate the working capital demand of the borrowers and
prudently determine the credit limit for the aggregate working capital of the borrowers and
the credit limit for each loan, and shall not grant working capital loans that exceeds the
borrower’s actual demand. Banking financial institutions are required to clearly specify
with the borrowers in the loan agreement the use of the loans. The working capital loans
shall not be used in fixed asset investment, equity investment or other areas and purposes
as prohibited by the government.
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On February 12, 2010, the CBRC issued the Interim Provisions on Management of Personal
Loans* (ffl N &3 & M 17 H#7%), which require banking financial institutions to establish
an effective full-process management mechanism and risk limit management system for
personal loans and to set certain requirements of application for personal loans. The use of
personal loans shall comply with the laws and regulations and the relevant national
policies. Banking financial institutions shall not grant any personal loans without specific

purpose.

On April 17, 2010, the State Council issued the Notice of the State Council on the Resolute
Suppression of Excessively Rapid Increase in Housing Prices in Some Cities* ([ %5 B BH i
B P 2 il 35 0 T 7 (E R AR b BRAYAE F), which requires commercial banks to strengthen
the pre-lending review process and post-lending management of loans granted to real estate
development enterprises, and prohibits commercial banks to grant new development project
loans to real estate developers possessing idle land or involving in property speculative
activities. On February 26, 2013, the General Office of the State Council issued the Notice
of the General Office of the State Council on Continuing to Implement the Adjustment and
Control Measures for the Real Estate Market* (15755 e #E 23 58 Bo it 48 A5 50 5 s i 35
YEFR#E) 4 AT), which further prohibits commercial banks from granting new development
project loans to real estate developers involved in activities in breach of laws and
regulations such as possessing idle land and land speculative activities, holding up property

units and limiting the sale therefore, pushing up property prices, etc.

On June 4, 2010, the CBRC issued the Guidelines for Commercial Banks on the Risk
Management on Credit Extension to Group Clients* (7 3£ 4R 17 4 [ % 7 %15 24 B b & 31
$851), which requires commercial banks to formulate risk management rules for their credit
extension to group clients and file such rules with the banking regulatory authority. When
the credit extended to one single group borrower exceeds 15% of the net capital of the
commercial banks, such commercial banks shall take measures such as syndicated loans,
joint loans and loans transfer to diversify the risks. In accordance with the requirements of
prudential regulation, the banking regulatory authority may lower the ratio of the
outstanding credit limit extended by a single commercial bank to a single group client, to

such commercial bank’s net capital.

On August 30, 2004, the CBRC issued the Guidelines for Commercial Banks on the
Management of Risks Related to Real Estate Loans* (7 38117 5 Hb & 68 a4 #L 48 51),
which requires commercial banks to establish the approval standards for real estate loans
(including land reserve loans, real estate development loans, personal residential mortgage
loans and commercial housing mortgage loans) and the risk management and internal
control system for real estate market risks, legal risks and operational risks. Commercial
banks are prohibited from granting any loans in any form to any real estate development
project which has not obtained state-owned land use right certificate and related permit for
real estate development. The CBRC and its local offices may regularly inspect the

implementation of such Guidelines.
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On September 29, 2014, the PBOC and CBRC issued the Circular of the PBOC and the
CBRC on Further Implementation of Housing Financial Services* (4B A RER1T ~ [ 1
1T B E M E 8 o i — M4 E & RRE LVERE R, which encourages
banking financial institutions to provide support to shanty town reconstruction and
affordable housing construction projects actively, according to the principles of
controllable risks and financial sustainability. The term of loans for public rental housing
and shanty town reconstruction may be extended up to a maximum of 25 years. Subject to
prevention of risks, banking financial institutions may reasonably allocate its credit
resources to support real estate enterprises with good credit worthiness and credibility in
the development of ordinary commercial housing properties and provide active support in
satisfying reasonable financing needs of projects under construction and of further
construction with market prospect.

On September 29, 2010, the PBOC and CBRC issued the Notice of the PBOC and the CBRC
on Issues Concerning the Improvement of Differentiated Housing Credit Policies* (H'[E A
RARAT ~ PBISRATE BB & B e B 52 &5 2= L 55 B BURA B ME @R for
the implementation of the relevant requirements on housing loans under the Circular of the
State Council on the Resolute Suppression of Excessively Rapid Increase in Housing Prices
in Some Cities, which requires commercial banks to suspend the extension of housing loans
to families who purchase the third or more residential properties or to non-local residents
who are unable to provide payment records of local tax or social security over one year.
With respect to a first-home buyer of any residential property, the minimum down payment
is set at 30%, while the minimum down payment for home buyers purchasing a second
residential property is 50% with the interest rate being no less than 1.1 times of the PBOC
benchmark interest rates on loans. On March 8, 2011, the CBRC issued the Notice of the
General Office of the CBRC Concerning the Improvement of Housing Financial Services
and the Reinforcement of Risk Management* ( 5[] $} B & JF /0 8 BH 5% il i 13 55 4 il AR 755 o
o JEL gy A& PR 4 ), which provides that the minimum down payment for the second
residential property would be raised to 60% for housing loans granted after the issuance of
the Notice of the General Office of the State Council on Issues Concerning Further
Enforcing the Regulation and Control of Real Estate Market* ([ B ¥/ 58 B i 4 — 2 i
U 75 M T 3 A4 TAE A B MR 4 A1), On September 29, 2014, the PBOC and CBRC
issued the Circular of the PBOC and CBRC on Further Implementation of Housing
Financial Services, which sets the minimum down payment at 30% and the minimum
interest rate at 0.7 times of PBOC benchmark interest rates on loans for families purchasing
ordinary residential property for self-use for the first time. The notice further provides that
banking financial institutions should apply the policies of first-home buyers to families
which already own a residential property not subject to any outstanding mortgage, and are
applying for a loan to purchase another ordinary residential property to improve their living
conditions. In cities which have cancelled or have not imposed any restrictions on property
purchasing, where a family that owns two or more residential properties and has repaid in
full all relevant loans, applies for a loan to purchase another residential property, banking
financial institutions shall undertake prudent assessment to determine the down payment
ratio and the interest rate, taking into account factors including the borrower’s ability to
make repayment and credit standing. On March 30, 2015, the PBOC, Ministry of Housing
and Urban-Rural Development and CBRC released the Circular on Issues Concerning the
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Individual Housing Loan Policies* (BHMA A B3B3 A7 B I A9 %0),  which
encourages banking financial institutions to continue releasing loan packages combining
commercial individual housing loans and provident fund loans and support families in the
purchase of ordinary residential property for self-use in order to further improve the policy
for individual housing credit loans, satisfy the housing needs for self-occupation and
upgrading, and promote the stable and healthy development of the real estate market. In
respect of families owning a residential property which is subject to outstanding mortgage,
when they apply for commercial individual housing loans for the purchase of another
residential property to improve their living conditions, the minimum down payment shall
not be less than 40%. The specific amount of the down payment and interest rate shall be
determined by the relevant banking institutions based on factors including the borrower’s
credit standing and repayment ability. In respect of working households that have
contributed to the housing provident fund, when they use the housing provident fund loans
to purchase another residential property as their first home, the minimum down payment
shall be 20%. In respect of working households that have contributed to the housing
provident fund and have already owned a residential property which is not subject to any
outstanding mortgage, when they apply for the second time to use the housing provident
fund loans to purchase another residential property to improve their living conditions, the
minimum down payment shall be 30%. The local office of the PBOC and CBRC at all levels
shall adhere to the principles of administration with local differences and the guidelines of
categorization, improve the communication with the local government and strengthen the
supervision on the differentiated housing credit policies by banking financial institutions;
based on the national uniform credit policy, provide guidance to banking financial
institutions regarding the determination of the reasonable minimum down payment ratio
and the interest rate for individual commercial housing loans under their administration;
closely monitor and assess the execution and implementation of the credit policy for
housing to lower risks effectively and promote the stable and healthy development of the
local real estate market. On August 27, 2015, the Ministry of Housing and Urban-Rural
Development of the PRC, MOF and PBOC jointly promulgated the Circular on Revising the
Percentage of the Minimum Down Payment for the Purchase of Residential Properties with
Housing Provident Fund* (BH % # B AL 5 2088 b (8 AT 5 B3k i 175 o (1K 7 150 3 LL A ) 288 0 )
, which provides that, effective from September 1, 2015, families owning a residential
property with the corresponding housing loans fully repaid, when applying for the housing
provident fund for the purchase of another residential property to improve their living
conditions, are subject to a minimum down payment of 20% (reduced from 30%). Beijing,
Shanghai, Guangzhou and Shenzhen may, in accordance with local practice, determine at
their own discretion the minimum down payment ratio for the purchase of a second
residential property financed by application of housing provident fund loans based on the
national uniform policy. According to the Notice on Issues Concerning the Further
Improvement of Differential Housing Credit Policies* (B #E — 25 58 & 25 Hl b fF 5 5 BB
A BB R4 F0) issued by the PBOC and CBRC on September 24, 2015, in cities which
have not imposed any restrictions on property purchasing, for households which apply for
commercial individual housing loans for the purchase of their first housing, the minimum
down payment is adjusted to no less than 25%. According to the Notice on Issues
Concerning Revising Residential Housing Credit Policies* (B ## %M A AfE 5 &R ER A
A [ FE A 48 A1), issued by the PBOC and CBRC on February 1, 2016, in cities which have
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not imposed any restrictions on property purchasing, for households which apply for
commercial individual housing loans for the purchase of their first housing, the minimum
down payment shall be not less than 25% while 5 percentage points reduction therefore may
be applied in each place; when families own a residential property with outstanding
corresponding housing loans and reapply for commercial individual housing loans for the
purchase of another ordinary residential property to improve their living conditions, the
minimum down payment is adjusted to no less than 30%. In cities which have not imposed
any restrictions on property purchasing, individual housing loan policy will follow the
original requirements. The banking financial institutions should combine the minimum
down payment ratio requirements designated by the self-disciplinary mechanism for market
interest rate pricing at provincial levels with their own commercial individual housing loan
granting policy and risk prevention and control factors, and taking into account the credit
worthiness and repayment ability of the borrowers to reasonably determine the specific
down payment ratio and interest rate level.

The Circular of the State Council on Issues Concerning Strengthening the Administration
of Local Government Financing Vehicles* (Bl %5 B B 74 i1 5 Hb 77 B i E-F & A 7l 1A
% [ E %) %8 A1) issued by the State Council on June 10, 2010, the Guiding Opinions of the
CBRC on Strengthening the Risk Management of Loans to Financing Vehicles* ([} i
o B A 5 Rl T B B R R LR 45 2 5 ) issued by the CBRC on December 16,
2010, the Notice of Further Implementation of Risk Control and Management of Loans to
Local Government Financing Vehicles in 2011% (1 [ $) B & B it U1 B i 4720 1 1 4F Hb 77 BURT
Rl T & B ROE S B TAE @A) issued by the CBRC on March 31, 2011 as well as the
Guiding Opinions of the CBRC on Strengthening the Risk Control and Management of
Loans to Local Financing Vehicles in 2012 ([ § ¥ € B i I 5820 124 i 75 B Rl -
& BOR g B 5 #E % ) issued by the CBRC on March 13, 2012, require that banking
financial institutions strictly implement pre-lending investigation, examination at lending
and post-lending inspection for loans to Local Government Financing Vehicles (the
“LGFVs”), prudently grant loans to LGFVs and apply accurate classifications, and
implement dynamic adjustment to reflect and assess accurately the risk profile of such
loans. Banking financial institutions are also required to consider the indebtedness of local
governments and the potential risks and expected losses of loans to LGFVs and reasonably
provide the allowance for impairment losses and determine the risk-weighting in
calculating capital adequacy by full coverage, basic coverage, semi-coverage and
non-coverage of cash flow of such loan. The Guiding Opinions of the CBRC on
Strengthening the Risk Control and Management of Loans to Local Financing Vehicles in
2013 ([ #5720 1 347 M BT RlUE T /B8 BOR B B A 1Y H5 4 L) issued by
the CBRC on April 9, 2013, requires each bank to impose aggregate loan limits on LGFVs
and not to expand the loans scale of LGFVs, and also provide that, for the LGFVs with a
cash flow coverage ratio lower than 100% or an asset-liability ratio higher than 80%, the
proportion of their loans to total loans granted by the bank to financial vehicles should not
exceed that of the previous year, and that the bank shall take measures to gradually reduce
credit extension and actively collect such loans. Under the Opinions of the State Council
on Strengthening the Administration of Local Government Debts* (%5 F% B i in 5 Hh 75
R S 4 PR A = fL) dated September 21, 2014, financial institutions shall not provide
financing to or seek guarantee from local governments in violation of applicable laws or
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regulations. Purchasing of bonds issued by local governments by financial institutions shall
be in compliance with regulatory requirements. When providing financing to governments
or enterprises with debts, financial institutions shall strictly regulate credit management by
enhancing risk identification and risk management. Financial institutions shall undertake
any loss incurred as a result of providing financing to governments in violation of
applicable laws or regulations, and relevant authorities and person in charge will be held
accountable for their acts under the PRC Commercial Bank Law, PRC Banking Supervision
and Regulation Law and other laws and regulations. The Opinions of the MOF, PBOC and
CBRC on Properly Solving Subsequent Financing Issues of the On-going Projects of Local
Government Financing Vehicles* (JABUAR ~ o B AN ROSRAT ~ o [0 4R 5 & B A 2 35 gt st 7y
BT RE T &~ ml e @ B R SRS B E ) forwarded by the General Office of the
State Council on May 11, 2015 and becoming effective on the same day requires banking
financial institutions to properly solve subsequent financing issues of the on-going projects
of local government financing vehicles through separating management of existing loans
and new loans and conducting financing in compliance with laws, to facilitate economic
growth and control financial risks. Banking financial institutions shall support the existing
financing needs of on-going projects of financing vehicles to ensure their orderly
development in accordance with the principle of “controlling the total amount and
exercising differentiated treatment.” Banking financial institutions shall strictly regulate
credit management and strengthen risk identification and risk control by taking into account
both development and risk control. For loans to on-going projects of financing vehicles,
banking financial institutions shall make their own decisions, take their own risk and
optimize follow-up financing management based on prudent estimation of the repayment
ability of financing vehicles, revenue from on-going projects of financing vehicles and the
repayment ability of the local government. Banking financial institutions shall be cautious
when reviewing direction of loans and place their focus on supporting irrigation and water
conservancy facilities, affordable housing projects, urban rail transit and other areas of
on-going projects of financing vehicles, to ensure that the loans are in line with industrial
development needs and industrial park development plans.

On December 22, 2009, the PBOC, CBRC, CSRC and CIRC issued the Guiding Opinions
of the PBOC, CBRC, CSRC and CIRC on Further Provision of Financial Services to
Support Adjusting and Revitalizing Key Industries and Suppressing the Excessive
Production Capacities in Some Industries* (1B NRRAT - SEE - FET  REGHN
M e RS SRR R E T B IRE MG AT EERBERNEEE R,
calling for responses to the national industry policies and financial control requirements by
granting credit based on differentiated treatment. For enterprises and projects which are in
the key industries for revitalization, and have satisfied the entry requirements and conform
to bank lending policies, credit should be granted timely and efficiently. For enterprises and
projects which are not able to meet the above requirements, credit must not be granted. For
projects of over-capacity industries, credit may be approved after stringent review.

The Notice of the CBRC on Publication of Guidelines of Green Credit* (F [Bf £} i & B it
E3% &k {5 S5 5 A% H0) issued by the CBRC on February 24, 2012 requires banking
financial institutions to support energy saving, emission reduction and environment
protection, and avoid the environmental and social risks of their customers. Banking
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financial institutions are required to effectively identify, measure, monitor and control
environmental and social risks in their credit business activities, and to establish
environmental and social risk management systems. Banks are also required to explicitly
determine the objectives of and the major industries to be supported by green credit, and
to formulate specific guidelines for credit extensions to industries which are under strict
regulation of the government and those with substantial environmental and social risks,
carry out differential and dynamic credit extension policies, and implement risk exposure
management systems.

On January 13, 2015, the CBRC and NDRC issued the Notice of the CBRC and NDRC on
Circulating the Guidance on Energy Efficiency Loans* (1B 8 B & - B KRN EZ 5
o B A ENEE RE RS B 45 51 M 4E A1), encouraging banking financial institutions to provide
credit financing to energy consumption units. According to the content of the notice,
banking financial institutions may extend credit to energy projects invested by the energy
consumption units or the contracted energy management projects established by energy
saving companies. Banking financial institutions shall further improve the credit risk
management capability of energy saving credit facilities through multiple approaches,
including (i) stipulating the entry requirements for energy projects, energy consumption
units and energy saving service companies; (ii) reinforcing due diligence investigations on
the granting of energy credit facilities and acquiring overall knowledge on the risk
assessment of the borrowers; (iii) improving credit facilities for contracted energy
management and enhancing post-payment management; and (iv) establishing credit
supervision and risk alert mechanisms.

On September 17, 2012, the CBRC issued the Circular of the CBRC on the Publication of
Measures for the Management of Rural Loans ([ $ ¥ & BH % E1 88 12 5 80 3048 SR HEA 10 48
#1), which requires improvement in the level of services provided by banking financial
institutions to support the rural community, regulation on the rural loan business,
enhancement of risk management and control over rural loans and promotion of stable and
healthy development of rural loans.

The Guiding Opinion of the General Office of State Council on Financial Support for
Adjustment, Transformation and Upgrading of Economic Structure* (575 [ H¥ /> BE B i 4
TRl S 58 7 25 S R R RN s R T AR A 45 25 7 L) issued by the General Office of the State
Council on July 1, 2013, the Implementation Opinion of the General Office of State Council
on Financial Support for the Development of Small and Micro Enterprises® ([ %5 Bt #F /> 52
B 4 i S R /N A 2E 9 SR W BT E L) issued by the General Office of the State Council
on August 8, 2013, and the Opinions of the CBRC on Deepening the Financial Services for
Small and Micro Enterprises* (772 8 ¥ & B TRAL /NAR 2 & Ml IR B 1 & ) issued by
the CBRC on March 21, 2013, provide that banking financial institutions shall adhere to the
commercial sustainability principle and give priority in providing financial support to those
small and micro enterprises whose businesses are in line with the national industrial and
environmental policies, can create more job opportunities and have the intention and
capability to repay the loans. Banking financial institutions shall positively adjust the credit
structure subject to commercial sustainability and effective risk control.
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Foreign Exchange Business

Commercial banks are required to obtain approvals from or make filings with the PBOC and
SAFE to conduct foreign exchange business. Under the PRC’s anti-money laundering laws and
regulations, PRC financial institutions are required to report to the Anti-money Laundering
Monitoring and Analysis Center any large or suspicious foreign exchange transactions which they
encounter on a timely manner.

Securities and Asset Management Businesses

Commercial banks in China are generally prohibited from trading and underwriting equity
securities. Commercial banks in China are permitted to:

o underwrite and deal in Chinese government bonds, financial institution bonds and
commercial bonds issued by qualified non-financial institutions;

° act as agents in transactions involving securities, including bonds issued by the Chinese
government, financial institutions and other corporate entities;

° provide institutional and individual investors with comprehensive asset management
advisory services;

° act as financial advisors in connection with large infrastructure projects, mergers and
acquisitions and liquidation restructuring; and

° act as custodians for funds, including securities investment funds and corporate annuity
funds.

Bancassurance Business

Commercial banks in China are not permitted to underwrite insurance policies, but are permitted
to act as agents to sell insurance products through their distribution network. Commercial banks that
conduct bancassurance business are required to comply with applicable rules issued by the CIRC as
well. The Notice of the CBRC on Further Strengthening Compliant Sales and Risk Management of
Commercial Bank’s Bancassurance Business* (" $R 1726 B B M & B & B 70 o — 25 T o i 2E 4R A T
IR LR B SE 755 A B o B B JE By A7 PR 4 A1) dated November 1, 2010 provides that each outlet of a
commercial bank may, in principle, cooperate with no more than three insurance companies to sell
their insurance products. If the outlet cooperates with more than three insurance companies, the outlet
must report to the CBRC’s local office. Pursuant to the Supervisory Guidance on the Bancassurance
Business of Commercial Banks* (P8R 1T B OR B 3605 B 4595 51) jointly issued by the CIRC and
CBRC on March 7, 2011, if a commercial bank conducts bancassurance business, each of its outlets
is required to obtain the requisite license issued by the CIRC and authorization from the tier-1 branch
of the commercial bank before conducting such business. On April 25, 2016, the CIRC issued the
Notice on Issues regarding Administrative Licenses for Banking Entities Conducting Bancassurance

Business* (B SRAT R OR B e SEACHEMEEAT BT ol A B FHIH A4 F1),  changes the regulatory
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approach from outlets holding licenses to legal entities applying for bancassurance qualifications,
holding licenses and registering outlets uniformly. In other words, after a banking legal entity obtains
bancassurance qualification, its branches may conduct such business through authorization of such
legal entity.

On January 8, 2014, the CIRC and CBRC jointly issued the Notice of the CIRC and CBRC
concerning Further Regulation of Bancassurance Business Conducted by Commercial
Banks* (I OR BE g ~ o B GRS BR R — 2D LR T SR ARAT AUBLOR B S B R AT A B ), which
sets out certain specific requirements in respect of bancassurance businesses operated by commercial
banks. For example, it requires commercial banks to assess the demands and risk tolerance of the
policyholders, and recommend insurance products based on the assessment results. Each outlet of a
commercial bank may cooperate with no more than three insurance companies (counted by the number
of legal entities) in a fiscal year. In addition, the total premium received by a commercial bank from
agency sales of accident insurance, health insurance, term life insurance, whole life insurance, annuity
insurance with an insurance period of no less than 10 years, endowment insurance with an insurance
period of no less than 10 years, property insurance (excluding investment insurance offered by
property insurance companies), guarantee insurance and credit insurance shall be no less than 20% of
the total premium of its bancassurance. On May 5, 2016, the CBRC issued the Notice on Regulating
Agency Sales Business of Commercial Banks* ([ B &0 S8R4T (C L85 & ZEH A% F1), which
provides further regulations on agency sales of financial products by commercial banks. According to
such notice, commercial banks conducting bancassurance business shall reinforce investor’s eligibility
management, fully disclose risks of products sold by agents, and sell clients financial products
compatible to their risk tolerance; commercial banks shall establish segregation system between
agency sale business and other business, ensuring strict segregation on account, capital and financial
accounting and so forth; commercial banks can only sell financial products issued by financial
institutions which are supervised by the CBRC, CIRC or CSRC according to the laws and hold
financial licenses, and cannot sell products issued by institutions not within such scope, except for
government bonds, physical precious metals and other products otherwise provided by the CBRC.
Commercial banks shall conduct due diligence on products to be sold by agent, instead of only relying
on product approval data of cooperative institutions as basis of the internal approval.

Wealth Management

On September 24, 2005, the CBRC issued the Interim Provisions on Administration of the Wealth
Management Services of Commercial Banks* (5 £ 817 i AR Hf 2655 48 #L ¥ 17 #1915 ), which requires
commercial banks to obtain the CBRC’s approval to provide return-guaranteed personal wealth
management plans, new investment products with guaranteed investment return designed for personal
wealth management business and other personal wealth management businesses requiring approval
from the CBRC. For other personal wealth management services, commercial banks only need to file
a report with the CBRC or its local office. Commercial banks are also subject to certain restrictions
on personal wealth management products. Under the Guidelines for the Risk Management of the
Wealth Management Services of Commercial Banks* (2580178 A BE B 205 J8 B 45 BL4E 51) issued
by the CBRC on the same day, commercial banks are required to establish an analyzing, auditing and
reporting system in respect of their wealth management business and to proactively communicate with
the relevant authorities regarding major risk management approach, risk calculation methods and
standards and other material risk management issues. To regulate the sales of wealth management
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products of commercial banks, the CBRC issued the Administrative Measures on the Sales of Wealth
Management Products of Commercial Banks* (7 3£ 8017 30 BF 728 ) 85 65 & FL A1) on August 28, 2011,
requiring commercial banks to prudently operate and disclose their wealth management business on
a timely basis.

On July 6, 2009, the CBRC issued the Notice on Further Regulation on the Administration of
Investments under Retail Wealth Management Business* (H [ #1 B & B 72 4 — 20 B 0 i 2L 4R 1T A
P IVE SEHS 5 K S B AT B [#] RE R 4 ), stipulating certain requirements to be met to invest the funds
raised from issuing wealth management products into fixed income financial products, banks’ credit
assets, trust loans, assets portfolio traded on public or non-public markets, financial derivatives or
structured products, or collective trust fund plans. In addition, the notice prohibits the funds raised
through wealth management products from being invested into equity securities publicly traded on
domestic secondary markets or securities investment funds relating to such equity securities.
Subscription of newly issued equity securities with funds raised through wealth management products
is required to comply with PRC laws, regulations and regulatory requirements. Funds raised through
wealth management products may not be invested into equity interests in unlisted enterprises or shares
of listed companies that are not publicly offered or traded. However, the above restrictions do not
apply to high-net-worth customers with relevant investment experience and high risk tolerance levels,
whose investment needs may be catered to by commercial banks through private banking services.

On March 25, 2013, the CBRC issued the Notice on the Regulation of the Investment and
Operation of Wealth Management Business by Commercial Banks* ([ 74 K %0 i 3£ 8017 3 A £ E
MAVEAT B E A to enhance the regulation of the wealth management business of commercial
banks. This notice requires commercial banks to clearly link each wealth management product with
its underlying investment asset. Commercial banks shall reasonably control the investment size of
proceeds raised from wealth management products in non-standard debt-based assets. The balance of
wealth management funds invested by a commercial bank in non-standard debt-based assets cannot
exceed the lower of 35% of the balance of the commercial bank’s wealth management products, and
4% of the commercial bank’s total assets as disclosed in its annual audit report for the prior year.

On July 10, 2014, the CBRC issued the Notice on the Matters in relation to Streamlining of
Wealth Management Business Structure and Management System of Commercial Banks* (P 5¢ 3% 4R
TRV SEFS A Ak RS R A B FIE WA A1), which requires commercial banks to streamline their
wealth management business structure and management system. Commercial banks are required to
reform their wealth management department in accordance with independent audit, risk segregation,
code of conduct and centralized management, and establish a specialized wealth management
department responsible for the centralized management of wealth management business. The wealth
management business of commercial banks shall comply with relevant prudent regulatory
requirements stipulated by regulations of the banking industry.

Interbank Business
On April 24, 2014, the PBOC, CBRC, CSRC, CIRC and SAFE jointly issued the Circular on
Regulating Interbank Businesses of Financial Institutions® ([ B3 0 4 Al R[] 25 SE 05 n0 3 )

(“Circular 1277), which sets out certain requirements in connection with regulating interbank business
of financial institutions. For example, (i) Circular 127 defines and regulates interbank investment and
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financing businesses, including interbank lending, interbank deposits, interbank borrowing, interbank
financing agency services, financial assets held under resale agreements and financial assets sold
under repurchase agreements; and Circular 127 also requires that interbank businesses (with
investment and financing being the core businesses) should be classified into different categories in
accordance with their substance, and should be managed based on the type of business; (ii) financial
assets held under resale agreements and financial assets sold under repurchase agreements shall only
include bank acceptance bills, bonds, treasury bills and other financial assets with a reasonable fair
value and high liquidity that are traded on the interbank market or securities exchange market; (iii)
financial institutions that engage in the transactions of financial assets held under resale agreements
and financial assets sold under repurchase agreements and interbank investment business shall not
accept or provide any direct or indirect, explicit or implicit credit guarantee from or for any
third-party financial institutions, except as otherwise permitted by the central government; (iv)
financial institutions shall accurately measure risks and set aside capital and make provisions pursuant
to the principle of “substance over form” and according to the nature of the underlying assets invested;
(v) financial institutions shall determine the financing term of interbank business in a reasonable and
prudent manner; the term of interbank borrowing may not exceed three years and the term of other
interbank financings may not exceed one year, and such terms may not be extended upon their
maturity; (vi) the net balance of interbank funds (excluding interbank deposits for settlement
purposes) extended by a single commercial bank to a single financial corporation after deducting
assets with zero risk weighting may not exceed 50% of the bank’s tier-1 capital; and the net balance
of interbank funds borrowed by a single commercial bank may not exceed one third of its total
liabilities; and (vii) financial institutions engaging in interbank businesses shall establish a sound risk
management system and internal control system and adopt correct accounting rules.

On May 8, 2014, the General Office of the CBRC issued the Notice on the Regulation of the
Governance of Interbank Business Conducted by Commercial Banks* ([ 7 45 #i pi S£ 8817 [ 2 £ 55 1R
R4 A1), which requires commercial banks to establish a management system for interbank
businesses in conformity with the scale and complexity of the interbank businesses conducted, and
conduct all interbank businesses through specialized departments by the end of September 2014. For
the interbank businesses which can be conducted in the form of electronic transactions via financial
trading markets, such as interbank borrowing and lending, bonds held under resale agreements and
bonds sold under repurchase agreements and certificates of interbank deposits, specialized
departments may not entrust other departments or branches to handle them. For the interbank business
which cannot be conducted in the form of electronic transactions via financial trading markets,
specialized departments may entrust other departments or branches to conduct operations such as
marketing and inquiry, project initiation and customer relationship maintenance. The specialized
departments, however, must approve the counterparty, amount, term, pricing and contract on a
case-by-case basis, and shall be responsible for centralizing accounting treatment and assuming full
risk control accountability. Commercial banks shall establish a sound management system for the
license of interbank businesses, improve the credit management policies and the counterparty entry
system.

Electronic Banking

On January 26, 2006, the CBRC issued the Administrative Measures Regulating the Electronic
Banking Business* (% T#RATEBEHAL) and Security Evaluation Guidelines on Electronic
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Banking* (& T-#R17 % 2 #4545 5) in an effort to enhance risk management and security standards in
this sector. Banking financial institutions are allowed to engage in electronic banking business upon
the approval from the CBRC. All banking financial institutions applying to establish electronic
banking business are required to have sound risk management and internal control systems and are not
permitted to have any major accidents relating to their primary information management and
operations processing systems in the year immediately prior to the submission of their application. In
addition, all banking financial institutions conducting electronic banking business must adopt security
measures to ensure the confidentiality of information and to prevent the unauthorized use of electronic

banking accounts.

The CBRC issued the Notice on Enhancing the Management of Customer Information of
Electronic Banking* (B iA 5@ 7& T4R17 % F (5 & L/ER A on August 9, 2011, which stresses
the importance of commercial banks to be committed to the work concerning the security and
confidentiality of customer information. Without customers’ authorization, commercial banks may not
directly or indirectly provide customers’ sensitive information to third-party organizations. An
electronic banking management department shall be specified by commercial banks for the electronic
funds transfer and payment business in order to ensure the safe, stable and ongoing operations of the

business.

On January 15, 2016, the State Council published the Plan for Promoting Inclusive Finance
(2016-2020) to guide the financial institutions to actively develop the electronic payment method and
gradually construct a business channel systems consisting of electronic payment channels and physical

networks which complement each other.
Credit Card Business

On January 13, 2011, the CBRC promulgated the Supervisory and Administrative Measures
Concerning Credit Card Business of Commercial Bank* (Pf£8R1715 F 205 B B & HUEL), which
requires that commercial banks commencing their credit card business must satisfy certain
requirements inclusive of obtaining prior approval from the CBRC, and having effective system for
internal control, risk management and accountability. Commercial banks carrying out the credit card
business shall disclose relevant information and business risks to their clients and establish a

corresponding complaint handling mechanism.
Proprietary Investments

In general, commercial banks in the PRC are prohibited from making domestic investments other
than investing in debt instruments issued by the Chinese government and financial institutions,
short-term financing bills, medium-term notes, corporate bonds and enterprise bonds issued by
qualified non-financial institutions, asset securitization products and certain derivative products.
Unless approved by the PRC government, commercial banks in the PRC are prohibited from engaging
in trust investment and securities businesses, or investing in real estate (other than for their own use)

or non-banking financial institutions and enterprises.
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Derivatives

On February 4, 2004, the CBRC promulgated the Provisional Measures Concerning Management
of Transactional Business of Derivatives of Financial Institutions* (éﬁﬂ%%fﬁﬁi%ﬁi%%%’?%ﬁ
47 W), which sets out the market admission requirements and the exhaustive regulations of risk
management in relation to the derivatives business carried out by financial institutions. In accordance
with the aforesaid measures, commercial banks applying for commencing derivatives business in the
PRC shall comply with the relevant requirements of eligibility subject to the prior approval from the
CBRC. In addition, certain additional regulations have been promulgated to further reinforce the risk
management in respect of the derivatives business carried out by commercial banks in the PRC and
the Provisional Measures Concerning Management of Transactional Business of Derivatives of
Financial Institution were revised on July 3, 2007 and January 5, 2011 in succession.

On January 5, 2011, the CBRC promulgated the Interim Provisions Concerning Management of
Transactional Business of Derivatives of Banking Financial Institutions* (#2173 4 Rl B M7 A 28 o 22
S EFE Y ITHNE) to regulate the derivatives business of banking financial institutions and
effectively control the risk of derivatives business of banking financial institutions. Such Measures
require that banking financial institutions shall commence the transactional business of derivatives

subject to the approval from the CBRC and the supervision and inspection by the CBRC.

On December 5, 2014, the SAFE promulgated the Notice of SAFE Concerning Adjustment to
Administration Policy in relation to Admission by Financial Institutions to Interbank Foreign
Exchange Market* (240 e 21 R B 7 o 8 <5 b i 0 A SR AT ] A EE T 355 7 B/ BB 19288 to
adjust the admission by domestic financial institutions to interbank foreign exchange market. Such
Notice requires that a domestic financial institution may become a member of interbank foreign
exchange market and accordingly commence the transactions of the RMB spot against foreign
currency and the derivatives upon fulfillment of the conditions of operating technical criteria related
to interbank market, after obtaining the eligibility for a current settlement and sale business subject
to the approval from the SAFE and obtaining the eligibility for a transaction business of derivatives
subject to the approval from the relevant financial regulatory authority.

Financial Innovations

On December 6, 2006, the CBRC issued the Guidelines on Financial Innovations of Commercial
Banks* (P 3£4R1T & RAIHTE5]), the purpose of which is to encourage PRC commercial banks to
engage in financial innovation-related activities on the basis of prudent operation, including
developing new businesses and products, improving existing businesses and products, expanding
scope of business and improving commercial banks’ risk management of innovations. The CBRC has
indicated that it will streamline approval procedures for financial innovations.

Internet Finance

On July 18, 2015, the PBOC, MIIT, Ministry of Public Security and other authorities jointly
issued the Guiding Opinions on Facilitating the Healthy Development of Internet Finance* (B i i #E
AR 4 R R EE R W FE L L) to provide the following opinions to further promote financial
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reform and innovation, opening up and healthy development of Internet finance: (i) to encourage
innovation and support the stable development of Internet finance; (ii) to give guidance pursuant to
different classifications and specify the supervisory responsibilities of Internet finance activities; (iii)

to establish a sound system to regulate the Internet finance market.
Personal Banking Account Services

On December 25, 2015, the PBOC issued the Circular of the PBOC concerning Improving
Personal Banking Account Services and Strengthening Account Management® ([ A R 4R 17 B i 2k
AEAR N SRATHR P IRES s HR P A SR 4 A1) to improve the service of personal RMB-settlement
accounts, facilitate the convenient opening of accounts by depositors and usage of personal banking
accounts, strengthen internal management of banks and practically implement the real-name system

for personal account.

PRICING OF PRODUCTS AND SERVICES

Interest Rates for Loans and Deposits

Interest rates for RMB-denominated loans and deposits were set by the PBOC. In accordance
with the PRC Commercial Banking Law, each commercial bank is required to determine both its loan
rate within the maximum and minimum loan rate limits and its deposit rate within the maximum and
minimum deposit rate limits, in each case, as set by the PBOC. In recent years, the PBOC has
gradually liberalized its regulation of interest rates, allowing banks to determine the interest rates for
RMB-denominated loans and deposits with more flexibility. Effective from July 20, 2013, interest rate
for RMB-denominated loans (except for personal residential housing loans) can be determined by
commercial banks at their own discretion. Effective from October 24, 2015, commercial banks may
set interest rates for deposits based on commercial considerations. The evolution of the interest rate

regulation in China is summarized below:

From March 17, 2005 to August 18, 2006, interest rates for personal residential mortgage loans
were regulated in the same way as most other types of loans. From August 19, 2006, the minimum
interest rates for personal residential mortgage loans were adjusted to 85% of the PBOC benchmark
lending rate. From October 27, 2008, the minimum interest rate for personal residential mortgage
loans were adjusted to 70% of the PBOC benchmark lending rate. From April 17, 2010, the minimum
interest rates for the personal residential mortgage loans for the second residential property in China
was adjusted to 110% of the PBOC benchmark lending rate. Effective from July 20, 2013, the PBOC
removed the minimum interest rate requirement for new loans provided by commercial banks, whereas
the minimum interest rates for new personal residential mortgage loans remained at 70% of the PBOC
benchmark lending rate. On September 29, 2014, the PBOC and CBRC announced that the policies for
first-home buyers should apply if a family already owned a residential property, had fully repaid the
relevant loan, and applied for a loan to purchase another ordinary commercial residence to improve

their living condition.
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With effect from October 29, 2004, commercial banks in the PRC were allowed to set their own
interest rates of RMB-denominated deposits so long as such interest rates were not higher than the
relevant PBOC benchmark rates. With effect from June 8, 2012, commercial banks in the PRC were
allowed to set their own interest rates of RMB-denominated deposits up to 110% of the relevant PBOC
benchmark rates. With effect from November 22, 2014, commercial banks in the PRC were allowed
to set their own interest rates of RMB-denominated deposits up to 120% of the relevant PBOC
benchmark rates. With effect from March 1, 2015, commercial banks in the PRC were allowed to set
their own interest rates of RMB-denominated deposits up to 130% of the relevant PBOC benchmark
rates. With effect from May 11, 2015, commercial banks in the PRC were allowed to set their own
interest rates on RMB-denominated deposits up to 150% of the relevant PBOC benchmark rates. The
restrictions on interest rates on RMB-denominated deposits do not apply to interest rates on negotiated
deposits, which are deposits by insurance companies of RMB30 million or more or deposits by social
security funds of RMB500 million or more, in each case with a term of more than five years, or
pension insurance funds of RMBS500 million or more with a term of more than five years. Effective
from August 26, 2015, the PBOC removed the cap on the interest rates on RMB-denominated time
deposits with tenors of longer than one year while the cap on the interest rates on RMB-denominated
demand deposits and time deposits with tenors up to one year remained unchanged. Furthermore,
effective from October 24, 2015, the PBOC removed the cap on interest rates on deposits and allowed

commercial banks in China to set interest rates on deposits based on commercial considerations.

From 2011 to the Latest Practicable Date, the PBOC had adjusted the benchmark interest rates

for RMB-denominated loans and deposits 11 times.

The table below sets forth the PBOC benchmark interest rates for RMB-denominated loans since
2011.

Over 1 Over 3 Housing provident

6 months year to 3 yearsto$5 fund loans

6 months to 1 year years years Over 5 5 yearsor Over5

Date of adjustment or less (inclusive) (inclusive) (inclusive) years less years
(Annual interest rate: %)

February 9, 2011 .................. 5.60 6.06 6.10 6.45 6.60 4.00 4.50
April 6, 2011 ..., 5.85 6.31 6.40 6.65 6.80 4.20 4.70
July 7, 2011 ..., 6.10 6.56 6.65 6.90 7.05 4.45 4.90
June 8, 2012 ..., 5.85 6.31 6.40 6.65 6.80 4.20 4.70
July 6, 2012 ....ocoiiiiiin, 5.60 6.00 6.15 6.40 6.55 4.00 4.50
November 22, 2014 ............. 5.60 5.60 6.00 6.00 6.15 3.75 4.25
March 1, 2015 ..o, 5.35 5.35 5.75 5.75 5.90 3.50 4.00
May 11, 2015 ...cocoveiiiennen. 5.10 5.10 5.50 5.50 5.65 3.25 3.75
June 28, 2015 ..., 4.85 4.85 5.25 5.25 5.40 3.00 3.50
August 26, 2015 ... 4.60 4.60 5.00 5.00 5.15 2.75 3.25
October 24, 2015 ...........c.... 4.35 4.35 4.75 4.75 4.90 2.75 3.25
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The table below sets forth the PBOC benchmark interest rates for RMB-denominated deposits
since 2011.

Time deposits

Demand
Date of adjustment deposit 3 months 6 months 1 year 2 years 3 years 5 years
(Annual interest rate: %)
February 9, 2011 ................. 0.40 2.60 2.80 3.00 3.90 4.50 5.00
April 6, 2011 ..o, 0.50 2.85 3.05 3.25 4.15 4.75 5.25
July 7, 2011 ..., 0.50 3.10 3.30 3.50 4.40 5.00 5.50
June 8, 2012 ....oooiiiiiiii, 0.40 2.85 3.05 3.25 4.10 4.65 5.10
July 6, 2012 ..o, 0.35 2.60 2.80 3.00 3.75 4.25 4.75
November 22, 2014 ............. 0.35 2.35 2.55 2.75 3.35 4.00 N/AD
March 1, 2015 ..o, 0.35 2.10 2.30 2.50 3.10 3.75 N/A
May 11, 2015 ..o, 0.35 1.85 2.05 2.25 2.85 3.50 N/A
June 28, 2015 ..., 0.35 1.60 1.80 2.00 2.60 3.25 N/A
August 26, 2015 ... 0.35 1.35 1.55 1.75 2.35 3.00 N/A
October 24, 2015 ................. 0.35 1.10 1.30 1.50 2.10 2.75 N/A

(1) Since November 22, 2014, the PBOC no longer publishes the benchmark interest rate for 5-year RMB-denominated time
deposits.

Generally, the PBOC does not regulate the interest rates for loans or deposits in foreign
currencies, except for PRC residents’ deposits less than USD3 million (or equivalent in other foreign
currencies) in USD, HKD, Japanese Yen or Euro with a term of one year or less, the upper limit of
interest rate of which shall not exceed the benchmark interest rate of the PBOC. Effective from March
1, 2014, the upper limit of interest rate for foreign currency deposit with small amount was lifted in
Shanghai Free Trade Zone. Effective from June 27, 2014, the upper limit of interest rate for foreign
currency deposit with small amount was lifted in Shanghai.

According to the Notice of the People’s Bank of China on Further Promoting the Reform of
Interest Rate Liberalization* (H[B A RSR1T B 4 — 20 i HE R R i AL SO A9 %8 A1) issued by the
PBOC in July 2013, the bill discounting rate of commercial banks may be determined by commercial
banks independently from July 20, 2013 onwards.

Pricing of Products and Services based on Fees and Commissions

The CBRC, PBOC and NDRC jointly issued the Notice on the Exemption of Certain Service
Charges by Banking Financial Institutions® (B 8247 3 <5 fl B A A0 B 0 20 IR BS Ui 2 9 48 1) on
March 9, 2011, requiring banking financial institutions to exempt certain charges collectable for
personal RMB accounts since July 1, 2011. In order to further standardize the charges collectable by
banking financial institutions, the CBRC issued the Notice on Rectifying Improper Operations of
Banking Financial Institutions* (%ﬁﬁ/:\f%?ﬁ‘fﬁﬁ%ﬁﬁfﬁ%%%ﬁiﬁ@%E"Jﬁ%ﬂ) on January 20, 2012,
prohibiting banking financial institutions from engaging in certain activities in charges collectable in
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the credit business and requiring banking financial institutions to make pricing more transparent.
According to the Administrative Measures on Service Prices of Commercial Banks* (7 3£ 8847 IR %5 (8
¥ % P HE7E) issued jointly by the CBRC and NDRC on February 14, 2014, commercial banks shall
apply market-adjusted prices except services with government guidance prices and government-set
prices. Commercial banks shall make an announcement at least three months in advance according to

the measures when increasing or setting new market-adjusted prices.

STATUTORY DEPOSIT RESERVE

Commercial banks are required to deposit certain portion of its total deposits with the PBOC as
reserves, to make sure that there is adequate liquidity to meet the demand of clients for withdrawal
and fund settlement. As of the Latest Practicable Date, our Bank is required by the PBOC to maintain
no less than 16.5% of its total RMB deposits as deposit reserves.

The following table sets forth the historical RMB statutory deposit reserve ratios applicable to
our Bank since 2011. During the Track Record Period, we had complied with the relevant requirements
of the PBOC.

Deposit reserve

Date of adjustment ratio (%)
January 20, 2011 .. 19.0
February 24, 2011 .ot 19.5
MaATCh 25, 201 L it aaaa 20.0
ADPTIL 21, 2010 oo 20.5
MAY 18, 20T L e ittt et 21.0
JUNE 20, 20T coeiniii e et aaaa 21.5
DeCembDEr 5, 20 LT o s 21.0
February 24, 2012 . ... e e 20.5
MAY 18, 201 2. ettt e 20.0
February 5, 20 LS. e 19.5
APTIL 20, 2005 oo 18.5
JUNE 28, 20 LS ot e aaa 18.5
September 6, 2015 oo e 18.0
O CtODEr 24, 20 1S o 17.0
MATCh 1, 2006 oot aa e 16.5

SUPERVISION OVER CAPITAL ADEQUACY
Latest CBRC Supervisory Standards over Capital Adequacy Level

On February 23, 2004, the CBRC promulgated the Capital Adequacy Measures* (& 74 7t & #F %)
which came into force on March 1, 2004 and were amended on July 3, 2007.
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Before January 1, 2013, our Bank needed to comply with the Capital Adequacy Measures which
required a commercial bank to keep its minimum capital adequacy ratio at 8% and minimum core
capital adequacy ratio at 4%.

On June 7, 2012, the CBRC promulgated the Capital Administrative Measures (Provisional). The
Capital Administrative Measures (Provisional) have been in effect since January 1, 2013, under which
the core tier-1 capital adequacy ratio, tier-1 capital adequacy ratio and capital adequacy ratio of
commercial banks shall not be lower than 5%, 6%, and 8%, respectively. The Capital Administrative
Measures (Provisional) also revised the risk weighting of various assets and adjusted the composition
of capital, and required commercial banks, before calculating capital adequacy ratio, make adequate
provisions for various impairment losses (including those related to loans). The revisions have more
stringent requirements for the capital adequacy level.

Under the Capital Administrative Measures (Provisional), capital adequacy ratios are calculated
according to the following formulae in accordance with the CBRC requirements:

Total capital — Corresponding capital deductions
Capital adequacy ratio = X 100%
Risk-weighted assets

Tier-1 capital adequacy Tier-1 capital — Corresponding capital deductions
' X 100%
ratio = Risk-weighted assets
. ) Core tier-1 capital — Corresponding capital % 100%
Core tier-1 capital adequacy deductions °
ratio =
Risk-weighted assets
In the formulae mentioned above:
Total capital ............cooeeneee. including core tier-1 capital, additional tier-1 capital and
tier-2 capital.
Tier-1 capital .........cooeeeeennen. including core tier-1 capital and additional tier-1 capital.
Core tier-1 capital................ including paid-up capital or ordinary shares, capital reserves,

surplus reserves, general risk reserves, undistributed profits
and the part of minority shareholder’s capital that can be

included.

Additional tier-1 capital....... including additional tier-1 capital instrument and premium,
and the part of minority shareholder’s capital that can be
included.

Tier-2 capital ........ccooeieinnii. including tier-2 capital instrument and premium, excess loan

losses provision and the part of minority shareholder’s capital
that can be included.
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Corresponding capital referring to the corresponding items of deductions when
deductions .........ccoeeuvennnnen commercial banks calculate the capital adequacy ratios at
each levels.

Risk-weighted assets ............ including credit risk-weighted assets, market risk-weighted
assets and operational risk-weighted assets.

Commercial banks may adopt the weighting approach or the internal ratings-based approach to
measure credit risk-weighted assets.

Market risk-weighted asset is equivalent to 12.5 times of the required market risk capital.
Calculation of market risk capital should cover interest rate risk and stock market risk of trading
accounts of commercial banks, as well as all the exchange rate risks and commodity risks. Commercial
banks can adopt standardized approach and internal models approach to measure the required market
risk capital.

Operational risk-weighted asset should be 12.5 times of the required operational risk capital.
Commercial banks can adopt basic indicator approach, standardized approach and advanced
measurement approaches to measure the required operational risk capital.

When the credit risk-weighted assets are calculated by using the weighting approach under the
Capital Administrative Measures (Provisional), the risk weightings of various assets are as shown in
the following table.

Item Risk weighting

a. Cash assets

1. Cash 0%

ii. Gold 0%

iii. Placement of deposits with the PBOC 0%
b. Creditor’s rights to central government and central banks

i. Creditor’s rights to the central government of PRC 0%

ii.  Creditor’s rights to the PBOC 0%

iii.  Creditor’s rights to central governments or central banks of countries or 0%

regions with ratings above AA- (AA- inclusive)”

iv.  Creditor’s rights to central governments or central banks of countries or 20%
regions with ratings above A- (A- inclusive) and below AA-"

v.  Creditor’s rights to central governments or central banks of countries or 50%
regions with ratings above BBB-(including BBB-) and below A-("

vi. Creditor’s rights to central governments or central banks of countries or 100%
regions with ratings above B-(B- inclusive) and below BBB-"

vii. Creditor’s rights to central governments or central banks of countries or 150%
regions with ratings below B-("

viii. Creditor’s rights to central governments or central banks of countries or 100%
regions with no rating

c. Creditor’s rights to public sector entities in China 20%
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Item Risk weighting

d. Creditor’s rights to domestically incorporated financial institutions
i. Creditor’s rights to policy banks in China (excluding subordinated 0%
creditor’s rights)
ii.  Creditor’s rights to financial asset management companies invested by
the central government of China
1. Creditor’s rights to bonds issued by financial asset management 0%
companies invested by the central government of China by way of
private placements in order to purchase the non-performing loans
of state-owned banks
2. The other creditor’s rights to financial asset management 100%
companies invested by the central government of China
iii. Creditor’s rights to other domestically incorporated commercial banks
(excluding subordinated creditor’s rights)

1. Original term within 3 months (3 months inclusive) 20%
2. Original term over 3 months 25%
iv.  Subordinated creditor’s rights to other domestically incorporated 100%

commercial banks (part not deducted)

v.  Creditor’s rights to other financial institutions in China 100%

e. Creditor’s rights to financial institutions and public sector entities registered
in other countries or regions

i. Creditor’s rights to commercial banks or public sector entities registered 25%
in countries or regions with ratings above AA- (AA- inclusive)”

ii.  Creditor’s rights to commercial banks or public sector entities registered 50%
in countries or regions with ratings above A- (A- inclusive) and below
AA-(D

iii. Creditor’s rights to commercial banks or public sector entities registered 100%
in countries or regions with ratings above B-(B- inclusive) and below
A-(D

iv.  Creditor’s rights to commercial banks or public sector entities registered 150%
in countries or regions with ratings below B-"

v.  Creditor’s rights to commercial banks or public sector entities registered 100%
in countries or regions with no rating

vi. Creditor’s rights to multilateral development banks, Bank of 0%
International Settlement and International Monetary Fund

vii. Creditor’s rights to other financial institutions 100%

Creditor’s rights to ordinary enterprises 100%
g. Creditor’s rights to small and micro enterprises that meet certain criteria 75%
h. Creditor’s rights to individuals

i. Individual housing mortgage loan 50%

ii. The supplementary part of a supplementary financial facility by 150%

commercial banks secured by the re-evaluated net value of a mortgaged
residence before the purchaser has paid up all the loans

iii.  Other creditor’s rights to individuals 75%
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Item Risk weighting
i.  The residual value of leasing assets 100%
j-  Equities
i. Equity investments in financial institutions (the part that was not 250%
deducted)
ii.  Equity investments passively held in industrial and commercial 400%
enterprises
iii. Equity investments specially approved by the State Council in industrial 400%

and commercial enterprises due to policy reasons
iv.  Other equity investments in industrial and commercial enterprises 1,250%

k. Non-self-use real estate

i. Non-self-use real estate possessed by exercising mortgage rights within 100%
the prescribed disposition period
ii.  Other non-self-use real estate 1,250%
1. Others
i. Net deferred tax assets in reliance on future profit of banks (part not 250%
deducted)
ii.  Other on-balance-sheet assets 100%

(1 these ratings refer to credit rating of Standard & Poor’s or other equivalent ratings.

Regulatory Requirements on Capital Adequacy Ratios

Regulatory requirements on capital adequacy ratios of commercial bank include minimum capital
requirement, capital conservation requirement, counter-cyclical capital requirement, additional capital
requirement of systemically important banks and capital requirement of the second pillar.

Commercial banks’ capital adequacy ratios at each level should meet the following minimum

requirements:
° capital adequacy ratio shall not be less than 8%;
° tier-1 capital adequacy ratio shall not be less than 6%; and
° core tier-1 capital adequacy ratio shall not be less than 5%.

Commercial banks should provision reserve capital on the basis of minimum capital requirement.
Capital reserve requirements should be 2.5% of the risk-weighted assets, which is satisfied by core
tier-1 capital. Under special circumstances, commercial banks should provision counter-cyclical
capital based on the requirements of minimum capital and minimum reserve capital. The requirement
of counter-cyclical capital is 0% to 2.5% of risk-weighted assets, which should be satisfied by core
tier-1 capital.
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In addition, domestic systemically important banks in China should also provision additional
capital. The requirement of additional capital is 1% of risk-weighted assets, which should be satisfied
by core tier-1 capital. If a domestic bank is identified as a global systemically important bank, the
requirement of applicable additional capital shall be no lower than the unified regulations of the Basel

Committee on banking supervision.

Meanwhile, the CBRC has the authority to put forward more prudent capital requirement under

the framework of the second pillar, so as to ensure full coverage of risks by capital, including:

° specific capital requirement put forward with regard to specific parts of asset portfolio

according to risk judgment; and

° specific capital requirement put forward with regard to specific single bank according to the

supervision and inspection result.
Transition Period for Meeting the Requirements

The Capital Administrative Measures (Provisional) stipulate that commercial banks should meet
the given regulatory requirement on capital adequacy ratio by the end of 2018. Qualified commercial

banks are encouraged to meet the requirement in advance.

In order to ensure the successful implementation of the Capital Administrative Measures
(Provisional), the CBRC issued the Notice on Arranging Related Matters in the Transitional Period of
Carrying out Capital Management Measures of Commercial Banks (Provisional)* (B i B jifi P 2E 4R 17
AR PR Gl AT VS A & PEAH B S T A9 A1) on November 30, 2012. According to the notice,
commercial banks should reach the minimum capital requirement before January 1, 2013. Meanwhile,
systemically important banks in China should also meet the requirement of additional capital. During
the transitional period, capital conservation requirement (2.5%) should be applied gradually, and
commercial banks should meet the schedule of annual capital adequacy requirement as follows:

For the year ended/ending December 31

Type of banks Item 2013 2014 2015 2016 2017 2018
Systemically important Core tier-1 capital
banks......o.ccoeveiiiiiin adequacy ratio 6.5% 69% 13% 7.7% 8.1% 8.5%
Tier-1 capital adequacy
ratio 75% 79% 83% 87% 9.1% 9.5%
Capital adequacy ratio 95% 99% 103% 10.7% 11.1% 11.5%
Other banks ........c...c...c... Core tier-1 capital
adequacy ratio 55% 59% 63% 6.7% T.1% 1.5%
Tier-1 capital adequacy
ratio 6.5% 69% 13% 7.7% 8.1% 8.5%
Capital adequacy ratio 85% 89% 93% 9.7% 10.1% 10.5%

Note: our Bank is in the category of “other banks” as indicated above.
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Additionally, if the regulatory authority requires commercial banks to provision counter-cyclical
capital, or requires a bank of the provision of second pillar capital, it shall give clear and definite term
of reaching the standard in the meantime, and commercial banks should meet the requirement before

the time limit stipulated.
Issuance of Capital Instruments for Capital Replenishment

According to the Management Measures on the Issuance of Subordinated Bonds by Commercial
Banks* (7 £ 8RAT K S (E 4 881745 #EHHE) issued jointly by the PBOC and CBRC on June 17, 2004,
commercial banks in China are permitted to issue bonds subordinated to other liabilities of the bank
but senior to equity capital of the bank. Approved by the CBRC, commercial banks in China are

allowed to include such subordinated bonds into their supplementary capital.

The Capital Administrative Measures (Provisional) issued on June 7, 2012 by the CBRC adjusted
the definition of capital of commercial banks in the Capital Adequacy Measures (composed of core
capital and supplementary capital) to one that is composed of core tier-1 capital, additional tier-1
capital and tier-2 capital; meanwhile, qualification standard of the tier-2 capital instruments, which is
different from the original definitions and requirements of subordinated debts, subordinated bonds and
hybrid capital bonds, was also put forward. According to the Capital Administrative Measures
(Provisional), the unqualified tier-2 capital instruments issued by commercial banks before September
12, 2010 can be calculated into regulatory capital before January 1, 2013, and gradually decreases by
10% year by year from January 1, 2013. From January 1, 2022, it will not be allowed to be calculated
into regulatory capital. For the tier-2 capital instruments issued from September 12, 2010 to January
1, 2013 by commercial banks, if no write-off or share-conversion clause is included while meeting
other qualification standards for relevant capital instruments, it can be calculated into regulatory
capital before January 1, 2013. However, it will gradually decrease by 10% year by year from January
1, 2013. From January 1, 2022, it will not be allowed to be calculated into regulatory capital.

The Guiding Opinions of the CBRC on Capital Instruments Innovation of Commercial Banks*
(':P5&%@%@73@%%@%‘?@4‘1Eﬁu%ﬁE‘JT'ET%%’T%), issued on November 29, 2012 by the CBRC
allowed and encouraged commercial banks to carry out capital instruments innovation (including
tier-2 capital instruments) according to the Capital Administrative Measures (Provisional). In
accordance with the Guiding Opinions, additional tier-1 capital instruments and tier-2 capital
instruments issued by commercial banks after January 1, 2013 should carry clauses under which
relevant tools will be written-off or converted into ordinary shares upon occurrence of the trigger
events. Trigger events of additional tier-1 capital instruments refers to the reduction of core tier-1
capital adequacy ratio of commercial banks to 5.125% or below. Trigger events of tier-2 capital
instruments refers to the following two events whichever is earlier: (i) the CBRC has determined that,
if there is no write-down or share conversion, the commercial bank will not be able to survive, or (ii)
relevant departments have determined that, if there is no capital injection or equivalent support from

the public departments, the commercial bank will not be able to survive.
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On October 30, 2013, the CSRC and CBRC jointly promulgated the Guidelines on the Issuance
of Corporate Bonds by Commercial Banks for Capital Replenishment* (i 2 8R17 8817/ Al fE 55
R EARFEEE R), which provided that the listed commercial banks or commercial banks to be
listed proposing to issue written-off bonds to supplement capital shall, in accordance with relevant
laws design the relevant terms of the corporate bonds appropriately, formulate a feasible issuance
plan, which shall be submitted to the CBRC for the confirmation of the nature of capital according to

relevant regulations. The CBRC shall then issue a regulatory opinion on such issuance plan.

According to the Guiding Opinions on the Issuance of Preference Shares by Commercial Banks
for Tier-1 Capital Replenishment* (FFERITHEE R EMEZE G, PRGEFEBEMZ BRI EE
SRATEEAT M E — S E AR5 & I) jointly issued by the CBRC and CSRC on April 3, 2014,
commercial banks were allowed to issue preference shares to replenish tier-1 capital. The issuance of
preference shares by commercial banks shall comply with relevant requirements of the State Council
and the CSRC, and meet the requirements regarding the capital replenishment instruments of the
CBRC. In addition, the core tier-1 capital adequacy ratio shall meet the prudent regulatory
requirements of the CBRC. The issuance of preference shares by commercial banks to replenish tier-1
capital shall comply with the Capital Administration Measures (Provisional) and meet the
qualification standard regarding additional tier-1 capital instruments of the Guiding Opinions on
Capital Instrument Innovation of Commercial Banks. Commercial banks shall apply to the CBRC
(including its local offices) for the issuance and apply to the CSRC for the issuance after obtaining
the CBRC’s approval. The CSRC will review and approve the application according to the
Administrative Measures on the Pilot Scheme of Preference Shares™® ({8 50 % i B & B ##7%) and other
regulations. Non-listed commercial banks applying for the issuance of preference shares shall apply
for the listing of shares on the National Equities Exchange and Quotations System for public trading

under the supervision of non-listed public companies in accordance with the CSRC’s requirements.
CBRC Supervision over Capital Adequacy

The CBRC is responsible for supervision over the capital adequacy of banking financial
institutions in China. Through on-site inspection and off-site supervision, the CBRC monitors and
evaluates the capital adequacy status of banking financial institutions in China. Commercial banks
should report unconsolidated capital adequacy ratio quarterly and consolidated capital adequacy ratio
semi-annually to the CBRC.

— 155 —



SUPERVISION AND REGULATION

According to the Capital Administrative Measures (Provisional), the CBRC divides commercial

banks into the following four types in accordance with the capital adequacy situation and adopts

relevant measures as described below:

Type Capital adequacy situation

Measures of the CBRC

Type one.............. Capital adequacy ratio, tier-1 capital
adequacy ratio and core tier-1 capital
adequacy ratio all meet the capital
requirements at all levels.

Type two.............. Capital adequacy ratio, tier-1 capital
adequacy ratio and core tier-1 capital
adequacy ratio do not meet capital
requirements of the second pillar, but
not less than capital requirements at
other levels.
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To require the commercial bank
to improve the analysis of the
reasons for the decrease of its
capital adequacy ratio and the
forecast of its capital adequacy
ratio;

to require the commercial bank to
formulate practicable management
plan for capital adequacy ratio;
and

to require the commercial bank to
improve their abilities of risk
control.

To adopt the regulatory measures
applicable to Type one banks;

to carry out prudent discussion
with the commercial bank’s board
of directors and senior
management;

to issue supervision opinions,
with the content as follows: the
existing problems of commercial
bank capital management, the
corrective measures to be taken
and the advice on meeting the
requirements within the
prescribed time limit;

to require the commercial bank to
formulate practicable plans for
capital replenishment and the
plan for meeting the requirements
within the prescribed time limit;
to increase the frequency of
supervision and inspection over
the capital adequacy of the
commercial bank; and

to require the commercial bank to
take risk mitigation measures
with respect to specific risk
areas.
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Type

Capital adequacy situation

Measures of the CBRC

Type three

Capital adequacy ratio, tier-1 capital
adequacy ratio and core tier-1 capital
adequacy ratio all meet the minimum
capital requirement, but do not meet

capital requirements at other levels.

Any of capital adequacy ratio, tier-1
capital adequacy ratio and core tier-1
capital adequacy ratio fails to reach

the minimum capital requirement.
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To adopt the regulatory measures
applicable to Type one and Type
two banks;

to restrict the commercial bank
from distributing dividends and
other income;

to restrict the commercial bank
from granting any form of
incentives to directors and senior
management;

to restrict the commercial bank
from making equity investments
or repurchasing capital
instruments;

to restrict the commercial bank
from incurring major capital
expenditure; and

to require the commercial bank to
control the growth of risk assets.

To adopt the regulatory measures
applicable to Type one, Type two
and Type three banks;

to require the commercial bank to
significantly reduce the scale of
the risk assets;

to order the commercial bank to
stop conducting all high-risk
asset business;

to limit or prohibit the
commercial bank from
establishing new institutions and
launching new businesses;

to require banks to write-off
tier-2 capital instruments or
convert them to ordinary shares;
to order the commercial bank to
change its directors, senior
management or restrict their
rights;

to lawfully take over or facilitate
the reorganization of the
commercial bank, until such
measures are revoked; and

to consider other external factors
and take other necessary
measures in order to solve the
problems faced by Type four
commercial banks.
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Introduction of New Leverage Requirements

On January 30, 2015, the CBRC issued the revised Administrative Measures on the Leverage
Ratio of Commercial Banks (PfiE8R1THE K R MPEIL) (the “Effective Measures for Leverage
Ratio”), which came into effect on April 1, 2015. The measures require commercial banks to maintain
a leverage ratio no lower than 4% irrespective of whether the financial statements are consolidated or
not. The formula for calculating the leverage ratio is as follows:

Tier-1 capital — deduction of tier-1 capital
Leverage ratio = X 100%
Adjusted asset balance on- and off- the balance sheet

Commercial banks should submit reports of leverage ratio regularly in accordance with the
requirements of the CBRC and its local offices. And the reports of consolidated leverage ratio should
be submitted semiannually while reports of unconsolidated leverage ratio should be submitted
quarterly.

For the commercial banks which fail to meet the minimum leverage ratio, the CBRC and its local
offices can take the following corrective measures: (i) requiring commercial banks to replenish tier-1
capital within a certain time limit; (ii) requiring commercial banks to control the growth rate of asset
on- and off-the balance sheet; and (iii) requiring commercial banks to lower the size of asset on-and
off-the balance sheet. If the commercial bank fails to remediate its non-compliance within the
specified period, or its behavior has seriously endangered its sound operation or jeopardized the
legitimate interests of depositors or other customers, the CBRC and its local offices may take the
following measures pursuant to the PRC Banking Supervision and Regulation Law under different
circumstances: (i) ordering the commercial bank to suspend certain business and withhold approval for
the commencement of new business; (ii) restricting the distribution of dividends and other income;
(iii) withholding approvals for the establishment of new branches; (iv) ordering the controlling
shareholders to transfer interest or restrict the rights of relevant shareholders; (v) ordering
restructuring of the board of directors or senior management or imposing restrictions on their rights;
and (vi) taking other measures stipulated by law. In addition to the above measures, the CBRC may
also impose an administrative penalty on the commercial bank.

The Effective Measures for Leverage Ratio specifies that, systemically important banks are
required to meet the minimum regulatory requirements thereunder since the date on which the
measures were implemented (April 1, 2015), and other banks shall meet the minimum regulatory
requirements of the measures by the end of 2016.

Basel Accords

The Basel Capital Accord (also known as Basel I) is a capital measurement system of commercial
banks introduced by the Basel Committee in 1988. Basel I requires banks to carry out the framework
of credit risk measurement, and set the minimum capital adequacy ratio as 8%. Since 1998, Basel
Committee has released a number of amendments, to replace Basel I with Basel II. The Basel II retains
major elements of Basel I, which includes requirements that banks should maintain total capital at
least 8% of the risk weighted assets. However, it attempts to improve the capital structure from all
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principal aspects, including (i) the establishment of the “three-pillar” framework, namely “minimum
capital requirements” as the first pillar, “supervisory review” as the second pillar and “market
discipline” as the third pillar; and (ii) substantially revised the calculation method of capital adequacy
ratio. In response to the deficiencies in financial regulation revealed by the 2008 financial crisis, the
Basel Committee started to advance the global financial regulatory reform in an effort to further
strengthen the regulation, supervision and risk management of the banking industry. Under such
circumstances, Basel III was drafted and then endorsed by G20 Seoul Summit in November 2010. On
December 16, 2010, Basel III was officially issued by the Basel Committee. Basel III enhances
micro-prudential regulation and supervision and adds a macro-prudential overlay. These two
supervisory approaches are complementary, and reduces the risk of system shock through enhancing
the risk resilence of individual bank. In summary, Basel III (i) enhances the regulatory requirements
on capital resources, risk weighted assets and capital quality etc., (ii) introduces leverage ratio to
supplement capital adequacy ratio regulatory requirements, (iii) introduces liquidity coverage ratio
and net stable funding ratio, and continues to enhance liquidity risk supervision of commercial banks.

The Capital Adequacy Measures was issued on February 23, 2004 and revised on July 3, 2007
by the CBRC. The CBRC pointed out that the Capital Adequacy Measures was formulated on the basis
of Basel I, with reference from Basel II in many aspects. In March 2009, China officially joined the
Basel Committee, and began to participate in the formulation of the international standards for
banking supervision. It was conducive to improving the level and skill of China’s banking supervision.

In line with the reform of Basel Accords and the implementation of Basel III, on April 27, 2011,
the CBRC promulgated the Guiding Opinions on the Implementation of New Regulatory Standards in
China’s Banking Industry* (B SR17 28 BB A8 #1258 & B v B8R AT 36 Bt by B A A ME A 5 48
), which set out the key targets and principles for the reform of China’s banking capital regulatory
framework. On June 1, 2011, the CBRC promulgated the Administrative Measures on the Leverage
Ratio of Commercial Banks. On June 7, 2012, the CBRC issued the Capital Administrative Measures
(Provisional). The Capital Administrative Measures (Provisional) came into effect on January 1, 2013
and superseded the Capital Adequacy Measures. On July 19, 2013, the CBRC issued the following four
policy documents to complement the Capital Administrative Measures (Provisional): the Measurement
Rules for Risk Exposure Capital of Central Counterparties® (9 Y38 5 ¥ T Jl i 2 5% & A G2 LA,
the Supervisory Requirements Concerning Information Disclosure on the Capital Composition of
Commercial Banks* (BH A 6 SEER1T & A4S 16 B (5 2 15 8 19 B5 45 B25K), the Supplemental Supervisory
Requirements Concerning the Implementation of Internal Ratings-based Approach by Commercial
Banks* (A B E8RAT E M N TR REAEE M AR BE A B0K) and  the Q&As regarding the Capital
Supervisory Policy* (EAEEEIKMZ) in an effort to enhance the effectiveness of capital
supervision, improve the risk management capacity of commercial banks and strengthen the functions
of market discipline.

In January 2013, Basel Committee published the Third Edition of the Liquidity Coverage Ratio
and Liquidity Risk Monitoring Tools (&5 = Jit = % A7 17} il B 14 7 25 2 A it B M JmU By B I AR ). On
January 17, 2014, the CBRC issued the Management Measures on the Liquidity Risk of Commercial
Banks (Provisional)* (7 3£ #R 17 il B P JEL B 5 B AL (301T)), revising the regulatory requirements on
liquidity. In January 2014, Basel Committee issued the Revised Basel III Leverage Ratio Framework
and Disclosure Requirements (55 =Wt I € AT i sl o 17 SRAME QLM 4K 8 225K), further revising the
international rules of the leverage ratio. Based on the new rules of Basel Committee on leverage ratio,
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in 2015, the CBRC amended the Administrative Measures on the Leverage Ratio of Commercial
Banks, which was promulgated on June 1, 2011 (i.e., the Effective Measures For Leverage Ratio),
putting forward clearer and stricter requirements on leverage ratio disclosure by commercial banks.

LOAN CLASSIFICATION, ALLOWANCE AND WRITE-OFFS
Loan Classification

On July 3, 2007, the CBRC issued the Guidelines of Risk-based Classification of Loans* (B
JE\ B 7> BF5 51), requiring banks in China to classify the loans by judging the possibility that the
debtors could repay in full the loan principals and interests timely in accordance with the
five-category loan classification system. The five-category loan classification refers to “normal,”
“special mention,” “substandard,” “doubtful” and “loss.” The main factors of evaluating the
possibility of repayments include the cash flows, financial condition and other non-financial factors
that affect the loan repayment ability of borrowers.

Loan Loss Allowance

According to the Guidelines of Risk-based Classification of Loans, loans categorized as
substandard, doubtful or loss would be regarded as non-performing loan, and commercial banks are
required to make provisions based on a reasonable estimate of the probable loss on a prudent and
timely basis.

On April 2, 2002, the PBOC promulgated the Guidelines on Loan Loss Allowance of Banks (%}
TR ERFH 248 51), which requires the allowance for impairment losses consists of a general
allowance, a specific allowance and a special allowance. General allowance refers to the allowance
for all unidentified but possible losses, which are made based on certain percentages of the balance
of total outstanding loans; the specific allowance refers to the allowance made for specific losses in
connection with an individual loan based on its categorization under the Guiding Principles on
Risk-based Classification of Loans* (30 F 73 %5 4 5 HIl), and the special allowance refers to the
allowance made for the risks specifically related to certain countries, regions, industries, or certain
types of loans. Commercial banks should provision for the general allowance on a quarterly basis and
have a general allowance of not less than 1% of the total loans outstanding as of the end of the year.
The guidelines provide additional guidance on the proportion of specific allowance for each loan
category: 2% for special mention loans, 25% for substandard loans, 50% for doubtful loans and 100%
for loss loans. Allowance for losses on substandard and doubtful loans may be set aside within a
floating range of 20%. Commercial banks may provision for special allowance on a quarterly basis on
its own in accordance with special risk factors (including risks in association with certain industries
and countries), probability of losses and historical experience.

On July 27, 2011, the CBRC issued the Administrative Measures for Loan Loss Allowance of
Commercial Banks* (i Z£8R17 B R < ME45 4 B 1%), which requires the regulatory authorities of
the banking industry to establish the allowance to gross loan ratio and allowance coverage ratio to
assess the adequacy of allowance for loan loss of commercial banks, the benchmarks of which are
2.5% and 150%, respectively. The higher of the two ratios will be taken as the supervisory standard.
The boards of directors of commercial banks are required to assume ultimate responsibility for the
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management of allowance for loan loss. Systemically important banks are required to reach the
standard before the end of 2013. Non-systemically important banks are required to reach such standard
before the end of 2016 and those failing to reach the standard before the end of 2016 are required to
formulate a plan on how to reach such standard and submit the plan to the CBRC and reach such
standard by the end of 2018 at the latest.

Supervision of the CBRC over Loan Classification and Loan Loss Allowance

Commercial banks are required formulate detailed internal procedures and clearly specify
relevant departments’ responsibilities in works including loan classification, examination, approval,
review. and other relevant works. In addition, commercial banks shall regularly submit quarterly
reports and annual reports of loan classification and loan loss allowance to the CBRC. Based on
examination on the above-mentioned reports, the CBRC can require commercial banks to explain any
major changes of their loan classification and loan loss provision level, or conduct further
investigations. According to the Administrative Measures for Loan Loss Allowance of Commercial
Banks, for commercial banks failing to reach regulatory standards of loan loss allowance for three
consecutive months, the CBRC may give them risk warning and propose request rectification. For
commercial banks failing to meet regulatory standards for six consecutive months, the CBRC may
apply certain supervisory measures based on the PRC Banking Supervision and Regulation Law.

Loan Write-offs

According to the regulations promulgated by the CBRC, PBOC and MOF, commercial banks
should establish strict loan loss write-off audit and approval system. Loans that fail to meet the
standards stipulated by the MOF are not allowed to be written-off. The loss from the loan write-offs
is tax deductible, subject to review and approval by the tax authorities.

Bulk Transfer of Non-performing Assets

On January 18, 2012, the MOF and CBRC issued the Management Measures on the Bulk Transfer
of Non-performing Assets of Financial Enterprises (% fl{>3 A K& &= L& ML), under
which financial enterprises can make bulk transfer of the non-performing credit assets and non-credit
assets formed during the process of operation. Assets that can be transferred mainly include:
substandard, doubtful and loss loans identified according to the stipulated standards, written-off
account recorded assets, mortgage assets and other non-performing assets.

Allowance and Statutory General Reserve for Impairment Loss

On March 30, 2012, the MOF issued the Administrative Measures for the Provisioning for
Reserves of Financial Enterprises* (4l >3 M5 & 51428 FFEE), which requires the statutory
general reserve to be generally no less than 1.5% of the risk-bearing assets of the financial institutions
at the balance sheet date. Financial enterprises that have adopted the standardized approach to
calculate the statutory general reserve should temporarily use the following standard risk weightings
for credit assets: 1.5% for normal loans, 3% for special mention loans, 30% for substandard loans,
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60% for doubtful loans and 100% for loss loans. If the level of general reserve of a financial enterprise
fails to reach 1.5% of the aggregate amount of risk assets at the balance sheet date, the financial
enterprise is allowed to achieve the requirement within a certain period of time, in principle not

exceeding five years.

DEPOSIT DEVIATION AND DEPOSIT INSURANCE

Deposit Deviation

On September 11, 2014, the General Office of the CBRC, General Office of the MOF and General
Office of the PBOC jointly issued the Notice on Issues Concerning Strengthening Management of
Deposit Deviation of Commercial Banks* (87 i1 i i 258017 77 2 0 22 45 PG B SR EW A8 ). A
deposit deviation indicator is set up to prevent banks from “scrambling to meet regulatory deposit
level.” Deposit deviation at the end of the month shall not be higher than 3%. Commercial banks are
not allowed to increase their deposits through illegal and fraudulent methods such as attracting
deposits by high interest rates, illegally attracting deposits through offering kickbacks, attracting
deposits through third-party intermediary agencies, delaying payment, converting loans into deposits,
deposits through wealth management products and interbank business. The CBRC and its local offices
shall monitor the daily statistics and the fluctuation of deposits of commercial banks and shall impose

corresponding rectifications and penalties according to severity.
Deposit Insurance System

Pursuant to the Regulations on Deposit Insurance issued by the State Council which came into
effect on May 1, 2015, deposit-taking banking financial institutions established in the PRC including
commercial banks, rural commercial banks and rural credit cooperatives (hereinafter collectively
referred to as the “Insured Institution”) shall insure their deposits as required. Insured deposits include
deposits denominated in both Renminbi and foreign currencies taken by the Insured Institutions,
except for interbank deposits of financial institutions, deposits of senior management of the Insured
Institutions and other deposits which cannot be insured in accordance with the requirements of deposit
insurance fund management authority. Deposit insurance has a coverage limit. The maximum
compensation per depositor is currently RMB500,000. The PBOC jointly with the relevant
departments of the State Council may adjust the amount according to factors such as the economic
development, changes in deposit structure and financial risk upon the approval of the State Council.
When all deposits in the insured depository account by the same depositor, with the same Insured
Institution, is within the cap (including principal and interest), such deposits will be fully
compensated. Any excess to the cap shall be recovered from the liquidation assets of the Insured
Institution according to law. The Insured Institution is required to pay insurance premium every six
months in accordance with the requirements of deposit insurance management authority. The deposit
insurance fund shall only be (i) deposited with the PBOC; (ii) invested in government bonds, central
bank notes, high-rated financial bonds and other high-rated bonds; and (iii) used in other forms

approved by the State Council.
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OTHER RISK MANAGEMENT RATIOS

The Core Indicators (Provisional) issued by the CBRC came into force on January 1, 2006.

The table below sets forth, for the periods indicated and as of dates indicated, the ratios of our

Bank calculated in accordance with the required ratios as provided in the Core Indicators

(Provisional), other relevant regulatory

requirements and applicable accounting standards.

Rate of our Bank(%)

As at or
for the
three
months
ended
As at or for the year ended March
December 31, 31,
Requirement
Risk level First grade indicator Secondary indicator (%) 2013 2014 2015 2016
Risk level
Liquidity risk......ccooevenne. Liquidity ratio” =25 51.28 43.66 33.96 49.38
Core liabilities ratio® =60 75.11 72.58 65.36 73.57
Liquidity gap ratio® =-10 -83.70 -60.17 -83.16 12.30
Loan-to-deposit ratio™® =75 28.67 32.32 39.20 39.60
Credit risk ...oocoevviniinnen Non-performing asset =4 0.20 0.29 0.41 0.33
ratio®
NPL ratio® =5 0.51 0.64 0.80 0.81
Credit exposure to a =15 152.47 115.78 74.42 74.32
single group customer!”’
Loan exposure to a single =10 151.52 114.87 73.70 72.80
customer®
Total credit exposure to =50 0.00 0.00 0.01 0.02
related parties'®
Market risk.......ccoceeviinninn Cumulative foreign =20 0.05 0.06 6.68 6.52
currency exposure
ratio'”
Risk compensation
Profitability ............ccoo..... Cost-to-income ratio"" =45 65.6 60.9 60.7 61.1
Return on assets'? =0.6 0.57 0.55 0.51 0.67"%
Return on equity'® =11 23.19 19.80 15.20 18.4419
Allowance adequacy .......... Allowance adequacy ratio >100 241.81  313.80 N/A N/ACD
for impairment losses on
assets!>
Allowance adequacy ratio >100 439.11  482.67 N/A N/ACD

for impairment losses on

loans'®
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Calculated as follows:

(1)

2)

(3)

(4)

(5)

(6)

(7

(8)

C)]

(10)

(1D

(12)

(13)

(14)
(15)

(16)

Liquidity ratio = current assets / current liabilities X 100%. Current assets include cash, gold, surplus deposit reserve,
net placement and deposits with banks and other financial institutions due within one month, interest receivables or other
payment receivables due within one month, eligible loans due within one month, bond investments due within one month,
bond investments able to be liquidated at any time in domestic or international secondary market and other assets able
to be liquidated within one month (excluding non-performing potion of such assets). Current liabilities include demand
deposits (excluding fiscal deposits), fixed time deposits due within one month (excluding fiscal deposits), net placement
and deposits from banks and other financial institutions due within one month, issued bonds due within one month,
interests payables and all kinds of payables due within one month, borrowings from the PBOC due within one month and
other liabilities due within one month.

Core liabilities ratio = core liabilities/total liabilities X 100%. Core liabilities refer to the total of time deposit with
remaining maturities of three months or longer, issued debt securities and the stable part of demand deposits. Total
liabilities refer to total liabilities on the balance sheet prepared under PRC GAAP.

Liquidity gap ratio = liquidity gap/on- or off-balance sheet assets with maturities of 90 days or less X 100%. Liquidity
gap refers to the balance of on- or off-balance sheet assets with maturities of 90 days or less minus the balance of on-
or off-balance sheet liabilities with maturities of 90 days or less.

Loan-to-deposit ratio = total loans to customers/total customer deposits X 100%. On August 29, 2015, the Standing
Committee of the NPC promulgated the Decision of the Standing Committee of the National People’s Congress on
Amending the PRC Commercial Banking Law (the “Decision”). According to the Decision, effective from October 1,
2015, the maximum loan-to-deposit ratio of 75% stipulated under the PRC Commercial Banking Law was revoked and
relevant provisions on the penalties for non-compliance with the aforementioned loan-to-deposit ratio imposed by the
banking regulatory authorities of the State Council were also abolished.

Non-performing asset ratio = non-performing assets subject to credit risk/assets subject to credit risk X 100%.
Non-performing credit risk assets include non-performing loans and other credit assets classified as non-performing. The
classification of non-loan credit risk assets is in accordance with relevant CBRC regulations.

Non-performing loan ratio = total non-performing loans/total loans X 100%. Loans are classified into five categories in
accordance with the Guiding Principles on Risk-based Classification of Loans (g5 $53E 7 H) and relevant
regulations. Loans refer to assets financed by the banking financial institutions to borrowers in the form of monetary
fund, which mainly include loans, trade finance, bill financing, financial leasing, assets acquired from non-financial
institutions under resale agreements, overdrafts and all kinds of advances.

Credit exposure to a single group customer = total credit granted to the largest group customer/net capital X 100%.
Largest group customer refers to the single group customer granted with the highest credit limit at the period end.
Loan exposure to a single customer = total loans to the largest customer/net capital X 100%. Largest customer refers
to the customer with the highest balance of loans at the period end.

Total credit exposure to related parties = total granted credit limit to all related parties/net capital X 100%. Related
parties refer to parties defined under the Administrative Measures on Related Party Transactions with Insiders and
Shareholders of Commercial Banks and relevant regulations. Total granted credit limit to all Related Parties refers to
total credit balance granted to such parties minus the total security deposit from the Related Parties and bank deposits
and PRC government bonds pledged.

Cumulative foreign currency exposure ratio = balance of cumulative foreign currency exposure/net capital X 100%.
Cumulative foreign currency exposure refers to exchange rate-sensitive foreign currency assets minus exchange
rate-sensitive foreign currency liabilities.

Cost-to-income ratio = operating expense (excluding business tax and surcharges)/operating income X 100%.

Return on assets = net profit for the period/average balance of total assets at the beginning and the end of the period X
100%.

Return on equity = net profit for the period/average balance of total equity at the beginning and the end of the period
X 100%.

On an annualized basis.

Allowance adequacy ratio for impairment losses on assets = Actual amount of allowance for assets subject to credit
risk/required amount of allowance for assets subject to credit risk X 100%.

Allowance adequacy ratio for impairment losses on loans = Actual amount of allowance for loans/required amount of

allowance for loans X 100%.
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(17) According to the Notice of China Banking Regulatory Commission on 2015 Off-site Regulatory Report (7[5 4R i € B
20154 IE BLE; B 45 H ZR A AT), the CBRC no longer monitors the two indicators of allowance adequacy ratio for
impairment losses on assets and allowance adequacy ratio for impairment losses on loans from January 1, 2015.

In addition, the Core Indicators (Provisional) set out guidance on other ratios, including ratios
relating to interest rate sensitivity, the ratio of loss from operational risk and loan migration ratio but
without detailed instructions. The CBRC may formulate regulatory requirements regarding these ratios
in the future.

Our liquidity gap ratios as of December 31, 2013, December 31, 2014 and December 31, 2015
did not meet the relevant requirements under in the Core Indicators (Provisional), mainly because of
seasonal factors, our deposits due within 90 days increased, leading to an increase in liabilities due
within 90 days. Our credit exposure to a single group customer and loan exposure to a single customer
as of December 31, 2013, 2014 and 2015 and March 31, 2016 did not meet the above regulatory
requirements. China Railway Corporation is our largest group customer and largest single customer.
The special finance loans we extended to China Railway Corporation were approved by the CBRC.
Our return on assets ratio as of December 31, 2013, 2014 and 2015 did not meet the above regulatory
requirements, mainly because compared with other more developed Large Commercial Banks, we are
still in growing stage with a fast rate of expansion, the operational cost and the operational efficiency
are still subject to further promotion, as a result, we have a relatively lower return on assets. Our
cost-to-income ratio as of December 31, 2013, 2014 and 2015 and March 31, 2016 did not meet the
above regulatory requirements. We have taken the initiative to adopt measures to reduce the
cost-to-income ratio. The Core Indicators (Provisional) has not specified any penalties for
non-compliance with the risk management ratio as set out therein. As set out in the Core Indicators
(Provisional), the core indicators do not constitute a direct basis for administrative penalties, unless
otherwise specified in laws, administrative regulations and regulatory rules. Our non-compliance with
the Core Indicators (Provisional) in the past has not resulted in and is not expected to result in any
penalties imposed on us or any material adverse impacts on our financial position in other respects.
In addition, failing to satisfy the liquidity gap ratio does not necessarily lead to any direct and material
liquidity risks. Pursuant to the Administrative Measures on the Liquidity Risk of Commercial Banks
(Provisional) issued by the CBRC on January 17, 2014, which became effective on March 1, 2014,
core liabilities ratio and liquidity gap ratio are no longer regulatory indicators.

CORPORATE GOVERNANCE AND INTERNAL CONTROL
Corporate Governance

The PRC Company Law, the PRC Commercial Banking Law, and other laws, regulations and
regulatory documents have made clear requirements for corporate governance of commercial banks.
The Guidelines on the Corporate Governance issued by the CBRC on July 19, 2013 requires that
commercial banks shall establish comprehensive corporate governance system and have clear
governance structures. The management and supervision powers, functions and responsibilities of the
board of directors, the board of supervisors and the senior management shall be clarified. The
guidelines also require commercial banks to abide by the principles of independent operation,
effective checks and balances, mutual cooperation and coordinated operation of various governance
entities, establish reasonable incentive and restraint mechanisms and achieve rationality and
efficiency in decision-making, execution and supervision.
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As for the composition of the board of directors, according to the Guidelines on the Performance
of the Board of Directors of Joint-stock Commercial Banks (Provisional)* (B> il pf 2 4R 17 % &5 & o
Wk #4851 (717)) issued by the CBRC, commercial banks which have a registered capital above RMBI1
billion shall appoint at least three independent directors. As for the composition of the Board of
Supervisors, according to the Guidelines on the Performance of the Board of Supervisors of
Commercial Banks issued by the CBRC* (3R 17855 & LYE4851), each of the proportion of staff
supervisors and external supervisors of commercial banks shall not be lower than one third. In
addition, the Guidelines on Independent Director and External Supervisor System of Joint-stock
Commercial Banks* (JE {73 il P 2E $R17 J8 37 8 = 1 S0 0 B2 S il FE 45 51) stipulates that there should be at
least two independent directors in the board of directors and at least two external supervisors in the
board of supervisors of commercial banks. According to the Evaluation Measures on the Performance
of Directors of Commercial Banks (Provisional)* (7 3£ 48R1T & =5 J& Ik SE A8 BEi% GU4T)), commercial
banks shall conduct evaluation for the performance of directors based on laws, regulations and
relevant rules. Based on the Guidelines on the Supervision of Steady Compensation of Commercial
Banks* (P SESR TR 8 H M 5% #551), commercial banks shall establish compensation mechanisms in
line with personnel training and risk control.

Internal Control

According to the Internal Control Guidelines for Commercial Banks* (7 2£8R 17 A FRFEHlH6 51)
issued on July 3, 2007 and amended on September 12, 2014, commercial banks are required to
establish internal control to ensure effective risk management for their business activities.
Commercial banks should put in place internal control management and organizational structures with
reasonable and clear assignment of responsibility and reporting relationship between board of
directors, board of supervisors, senior management, and internal control, internal audit and
operational departments. Commercial banks should also designate specialized department as function
department of internal control management, taking a leading role in coordinating and organizing
internal control systems and in evaluating the systems.

On May 22, 2008, the Standard for Enterprise Internal Control* ({13 A &B#E il 3 A< K1) was
issued jointly by the MOF, CBRC, NAO, CSRC and CIRC. The rules require enterprises to establish
and implement internal control systems, utilize information technology to strengthen internal control
and establish information systems addressing their operational and management needs, among other
matters.

On April 16, 2016, the CBRC issued the Guidelines for the Internal Audit of Commercial Bank*
(P 2E8RAT N ERHE 146 51). Commercial banks are required to establish an audit committee of the board
with at least three members, a majority of whom must be independent directors. Commercial banks are
also required to establish an internal audit department consisting of sufficient internal auditors, who
shall in principle represent 1% or more of the bank’s total number of employees. The guidelines set
forth the responsibility range of the internal audit department and the process of the internal audit
work.

In addition, the Guidelines on the Corporate Governance requires commercial banks to establish
a sound accountability system for internal control. Under this system, the board of directors and senior
management are required to maintain their respective accountability in different levels for the
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effectiveness of internal control and are required to be liable for material losses caused by a
breakdown in internal control. The board of supervisors is required to perform its supervisory
obligations by supervising the board of directors and senior management, and refining the system and
rules of internal control. Commercial banks are required to establish a relatively independent
department for effectively supervising and evaluating internal control, which reports directly to the
board of directors, board of supervisors and senior management on the progress of developing the
internal control system and its enforcement.

Information Disclosure Requirements

Pursuant to the Measures for the Information Disclosure of Commercial Banks* (7 26481715 B
P% #E L) and the Guidelines on Corporate Governance issued by the CBRC on July 3, 2007 and July
19, 2013, respectively, a PRC commercial bank is required to issue an annual report (including an
audited financial report) within four months after the end of each financial year disclosing its financial
position and operational results. The board of directors of the commercial banks shall be responsible
for the disclosure of information. Disclosure documents include periodical reports, interim reports and
other relevant data. Commercial banks shall disclose information via annual reports, website or other
methods to facilitate timely access to the disclosed information for the shareholders and other
stakeholders. The listed commercial banks shall also disclose information in compliance with relevant
provisions promulgated by the securities regulatory authority.

Related Party Transactions

The Administrative Measures on Related Party Transactions with Insiders and Shareholders of
Commercial Banks* (7 3£ 817 B A &5 A0 B SR B Wi 52 5 87 B35 ) issued by the CBRC on April 2,
2004 provide stringent and detailed requirements on the related party transactions of PRC commercial
banks and require PRC commercial banks to follow the principles of honesty and fairness in
conducting related party transactions. PRC commercial banks are not allowed to grant unsecured loans
to related parties. Related party transactions of commercial banks are required to be based on
commercial principles and on terms no more favorable than similar transactions with non-related
parties. These measures set out detailed provisions on the definition of a related party, the form and
content of a related party transaction as well as the procedures and principles which must be followed
for related party transactions. Pursuant to these measures, commercial banks must submit to the
CBRC, on a quarterly basis, status reports regarding their related party transactions, and must disclose
information relating to related parties and related party transactions in the notes to their financial
statements. Furthermore, the board of directors of commercial banks is required to report specifically
on the implementation of the management of related party transactions and such related party
transactions annually to the shareholders’ general meeting. The CBRC may take actions against the
bank and/or the related parties, including ordering rectification of the non-compliance, imposing
limitations on shareholders’ rights, ordering transfer of shares, ordering change of directors or senior
management and imposing fines.

RISK MANAGEMENT

Since its inception, the CBRC has published, in addition to guidelines concerning granting loan
and credit to certain specific industries and customers and measures in respect of implementing of
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Basel Accords, numerous risk management guidelines and rules including operational risk
management, market risk management, compliance risk management, liquidity risk management,
information technology risk management and supervisory rating system, in an effort to improve the
risk management of PRC commercial banks. For the guidelines concerning loans and credit to certain
specific industries and customers and measures in respect of the implementation of Basel Accords, see
“— Regulation on Major Business of Commercial Banks — Loans” and “— Supervision over Capital
Adequacy — Basel Accords.” The CBRC also issued the Core Indicators (Provisional) as a basis of
supervising the risk management of PRC commercial banks. The CBRC establishes requirements for
certain ratios relating to risk levels and risk provisions in the Core Indicators (Provisional) and is
expected to establish requirements for certain ratios relating to risk mitigation for the purpose of

113

evaluating and monitoring the risks of PRC commercial banks. See “— Other Risk Management
Ratios.” The CBRC periodically collects data through off-site supervision to analyze such indicators

and evaluate and issue early warnings of the risks on a timely basis.
Operational Risk Management

On March 22, 2005, the CBRC issued the Circular on Strengthening Control of Operational
Risk* (BH A in K By i #5 VF J&l B T AF 1 BEE R 48 ) to further strengthen PRC commercial banks’ ability
to identify, manage and control operational risks. The Circular sets out detailed requirements relating
to: establishing a system under which officers at junior level responsible for business operations are
required to rotate on a regular basis and have compulsory leave; establishing a system to encourage
employees to fully comply with applicable regulations and internal rules and policies; improving the
regular checking of account balances between PRC commercial banks and their customers; improving
the timely checking of banks’ internal accounting; segregating persons responsible for bookkeeping
from those responsible for account reconciliation; and establishing a system to strictly control and
manage the use and keeping of chops, specimen signatures and evidential vouchers.

On May 14, 2007, the CBRC issued the Guidelines on Operational Risk Management of
Commercial Banks* (P 2E8R17 4 /E R BR & P45 5]) to enhance the risk management abilities of the
PRC commercial banks. As required by the guidelines, a commercial bank shall establish an
operational risk management system suitable for its nature, scale and complexity of business so as to
effectively identify, assess, monitor and control/mitigate operational risks. The operational risk
management system shall include at least the following basic elements: the supervision and controls
of the board of directors, responsibilities of senior management, proper organizational structure, and
operational risk management policies, approaches, procedures and rules in relation to capital
requirement for provisions of operational risks. Management policies and procedures for operational
risk management of commercial banks are required to be submitted to the CBRC for filing.
Commercial banks shall submit reports related to operational risks to the CBRC or its local offices in
accordance with the provisions. If a significant operational risk occurs and the commercial bank fails
to adopt effective corrective measures within a specified period, the CBRC may take relevant
regulatory measures.

On June 2, 2015, the CBRC issued the Notice of the General Office of the China Banking
Regulatory Commission on Strengthening Internal Control Management of Banking Financial
Institutions and Effectively Preventing Operational Risks of Counter Business* ([ £ B & #F /A BE B
05 SR AT S 4 AR A A 42 7 SR 2K 19 AN T S 45 A JEUR 48 1) in order to promote standardized
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operation of banking institutions, effectively prevent cases arising from external frauds and internal
corruptions and risk events, practically strengthen the risk control for operational risks of counter
business, and protect the legal rights for banking consumers more effectively. This notice has set out
the detailed requirements in regards to the following aspects: strengthening the construction of the
internal control system, the establishment of the three lines of defense, the process control of the
counter business, account opening management, account reconciliation management, account
surveillance, chops and certificates management, agency business management, risk alerts,
maintaining the security of client information, voice recording and video surveillance, business
location management, staff behavior management, handling risk events, linked investigations for risk
events and double rectification, dual accountability for risk events, internal reporting and inspections,
reviews and checking, etc.

Market Risk Management

On December 29, 2004, the CBRC promulgated the Guidelines on the Market Risk Management
of Commercial Banks to strengthen the market risk management of PRC commercial banks. These
guidelines address: (i) the responsibilities of the board of directors and the senior management in
supervising market risk management; (ii) the policies and procedures for market risk management;
(iii) the detection, quantification, monitoring and control of market risk; (iv) the responsibilities for
internal control and external audits; and (v) appropriate capital allocation mechanism for market risks.
Under these guidelines, commercial banks are required to formulate official policies and procedures
in writing in respect of the management of market risks which apply to the whole bank.

In addition, the Capital Administrative Measures (Provisional) provide for the basic criteria,
approval procedure and other requirements pursuant to which commercial banks may adopt the
internal model to measure their market risk capital.

Compliance Risk Management

On October 20, 2006, the CBRC promulgated the Guidelines on Compliance Risk Management
of Commercial Banks* (P F£4R17 & HLEPE & 45 5]) to strengthen the compliance risk management
of commercial banks and maintain the safety and stability of the operations of PRC commercial banks.
These guidelines have clarified the responsibilities of the board of directors, the board of supervisors
and the senior management of a PRC commercial bank with respect to compliance risk management,
standardized commercial banks’ organizational structure for compliance risk management and set out
the regulatory mechanisms for a compliance risk management of commercial banks.

Liquidity Risk Management

On September 2, 2015, the CBRC issued the amended Management Measures on the Liquidity
Risk of Commercial Banks (Provisional), which mainly introduced: (i) the liquidity risk management
responsibilities of a commercial bank’s board of directors, senior management, board of supervisors
and the specialized internal department in charge of liquidity risk management; (ii) the strategies,
policies and procedures of liquidity risk management; (iii) the identification, measurement,
supervision and control of liquidity risk; and (iv) the calculation methods of liquidity coverage ratio
and liquidity ratio, and it is also stipulated that the PRC commercial banks’ liquidity coverage ratios
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must reach 100% by the end of 2018. However, the regulatory requirement of liquidity coverage ratio
does not apply to commercial banks with assets of less than RMB200 billion. According to the
Management Measures on the Liquidity Risk of Commercial Banks (Provisional), the CBRC should
apply regulatory requirement indicators for liquidity risk and monitoring reference indicators in its
supervision and management of the liquidity risk level and liquidity risk management of commercial
banks. Among them, liquidity coverage ratio and liquidity ratio are regulatory requirement indicators
for liquidity risk, while liquidity gap ratio and core liabilities ratio are monitoring reference
indicators. The CBRC should continuously monitor the changing status of the loan-to-deposit ratio of
commercial banks. When the loan-to-deposit ratio of the commercial bank fluctuates significantly,
quickly or continues to change in the same direction, the CBRC should timely find out the reason,
analyze the corresponding risk exposure, and carry out risk alerts or request the commercial bank to
adopt relevant measures when it is necessary. When the loan-to-deposit ratio of the commercial bank
fluctuates significantly, quickly or continues to change in the same direction, it should find out the

reason, analyze the corresponding change of risk exposure, and report to the CBRC in a timely manner.
Information Technology Risk Management

On March 3, 2009, the CBRC issued the Guidelines on Information Technology Risk
Management in Commercial Banks* (7 F£ 817 (5 R AR #EF65]). The guidelines have explicit
requirements on information technology governance structure, information technology risk
management, information security, information technology system development, test and maintenance,
information technology operation, business continuity management, outsourcing, internal and external
audit. It also provides that the objectives of information technology risk management shall be the
identification, measurement, monitoring and control of information technology risks of commercial
banks by setting up effective measures to enhance safe, continual and steady operation of commercial
banks, to facilitate business innovation, to promote the use of information technology and to improve

their core competitiveness and sustainable development.

On February 16, 2013, the CBRC issued the Regulatory Guidelines for Information Technology
Outsourcing Risk of Banking Financial Institutions* ($£717 3 4 fil # 18 (5 B R AN JEL B B 4 45 51) to
further regulate the information technology outsourcing activities of banking financial institutions, so

as to reduce the information technology outsourcing risk.

On September 3, 2014, the CBRC issued the Guiding Opinions on the Use of Secure and
Controllable Technology to Strengthen Internet Security and Information System Construction of
Banks* (BRI EF 22 2 v P25 BB s $R17 48 4% 2 2 F(E B L s i #5 8 2 ). The opinions require
banking financial institutions to (i) improve information technology governance structure, (ii)
strengthen structure, (iii) prioritize the use of secure and controllable technology, (iv) promote the
independent development capability of information technology, (v) actively participate in the research
and development of secure and controllable technology, and (vi) strengthen intellectual property rights

protection.
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Management of Other Risks

In addition to the above, the CBRC has issued guidelines in relation to several other risks
management, including the Guidelines on Reputational Risk Management of Commercial Banks* (7
%5@1?%%@@%@?5%[), the Guidelines on Bank Account Interest Risk Management of Commercial
Banks* (P4 £ 8RATERAT MR P AR Al B 3 # 45 51), the Guidelines on the Management of Outsourcing
Risks of Banking Financial Institutions* (17 3 % Rl # i G0 JE B & 2245 51), and the Guidelines on
Country Risk Management of Banking Financial Institutions* (#1734 Rl 48 4% B0 A a5 238 5 1),
all in an effort to strengthen commercial banks’ risk management capacity in relevant fields.

Supervisory Rating System

On December 30, 2005, the CBRC issued the Internal Guidelines on Supervisory Ratings for
Commercial Banks (Provisional)* (7 38R1T B & A FE 51 Gil1T)). All commercial banks
incorporated in China (not applicable to newly established commercial banks) are subject to
evaluation by the CBRC based on a provisional supervisory rating system. Under these guidelines, the
capital adequacy ratio, asset quality, management quality, profitability, liquidity and exposure to
market risk and other indicators of commercial banks are evaluated and scored by the CBRC on a
continuous basis. Each bank is classified into one of six supervisory rating categories based on the
scores. The results of ratings will serve as the basis for the regulatory authorities to implement their
classified supervision and supervisory measures. Such supervisory rating system has not been

disclosed to the public.
OWNERSHIP AND SHAREHOLDER RESTRICTIONS
Regulations on Equity Investment in Banks

Unless otherwise required by the approving authority, prior approval from the CBRC or its local
offices is required for any natural or legal person to purchase 5% or more of the total shares of a
commercial bank. If a shareholder of a commercial bank increases its shareholding above the 5%
threshold without obtaining prior approval from the regulatory authority for the PRC banking industry,
such shareholder may be subject to sanctions by the regulatory authority for the PRC banking industry,
which includes (but is not limited to) correction of such misconduct, confiscation of illegal gains (if

any) or fines.

On June 5, 2015, the CBRC issued the amended Measures for the Implementation of
Administrative Licensing Matters Concerning Chinese-funded Commercial Banks* (4 & i SE4R1T17T
B AT HIEAE ). An application of PSBC for modifying the shareholders that hold 5% or more
of its total amount of capital or shares, or an application of an overseas financial institution for making
investments or buying shares shall be subject to the receipt, examination and decision of the CBRC.
The modification of shareholders holding more than 1% but less than 5% of the total amount of capital
or shares of PSBC shall be reported to the CBRC within 10 days after the share transfer.
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In addition, under the Measures for the Administration of the Investment and Shareholding in
Chinese-funded Financial Institutions by Foreign Financial Institutions* (3% 44 fil B R 15 & A P &
4 R M A A5 B2, no single foreign financial institution may own 20% or more of the equity interest
of a Chinese-funded financial institution. If foreign investment in aggregate arrives or exceeds 25%
of the total equity interest in a non-listed Chinese-funded commercial bank, such bank will be
regulated as a foreign invested bank. Listed Chinese-funded commercial banks are still regulated as
Chinese-funded banks even if foreign investment in the aggregate arrives or exceeds 25% of their total

equity interest.
Restrictions on Shareholders

The Guidelines on the Corporate Governance impose additional requirements on shareholders of
commercial banks. For example, shareholders, especially substantial shareholders, are required to
support the capital plans formulated by the board of directors of the commercial bank so that the
capital of the bank can meet the regulatory requirements on an on-going basis. If the capital of a
commercial bank fails to meet the regulatory requirements, it is required to develop a capital
replenishment plan to increase capital adequacy ratio to meet regulatory requirements within a
specified period of time. If such commercial bank fails to meet the regulatory requirements within
such specified period of time, it is required to decrease the dividend pay-out proportion or even stop
paying dividends, and the capital is required to be replenished by means of increasing core capital.
Under such circumstances, substantial shareholders cannot obstruct the capital injection by other
shareholders or the participation of new qualified shareholders. If shareholders of a PRC commercial
bank fail to repay outstanding loans extended by the bank when due, their voting rights at

shareholders’ meeting and their appointed directors’ voting rights at board meeting will be restricted.

In addition, the PRC Company Law and relevant CBRC rules impose certain restrictions on the
ability of a commercial bank’s shareholders to pledge their shares. For example, a commercial bank
may not accept its own shares as collateral. The Guidelines on the Corporate Governance stipulates:
(1) any shareholder of a commercial bank must give prior notice to the board of directors of the bank
if it wishes to pledge its shares for himself or others as collateral; and (ii) where the balance of loans
extended by a commercial bank to its shareholder exceeds the audited net value of his or her shares

in such bank for the preceding year, the shareholder cannot pledge his or her shares in the bank.

Pursuant to the Notice of CBRC on Strengthening the Management of Equity Pledge of
Commercial Banks (Yin Jian Fa [2013] No. 43) (B SR 55 & B 5 o v S5 4R 17 i h 2 445 Bt 2
H) (SREZ¥%[2013]43%F) ), commercial banks are required to strengthen their management of pledge
of their shares by shareholders. If a shareholder with a seat of director or supervisor of the bank, or
a shareholder (or shareholders) who, directly, indirectly, jointly holds or controls more than 2% of the
bank’s shares or voting rights would pledge the shares of such bank, such shareholder is required to
apply for filing to the board of directors of the bank. Such filings will not be approved if the board
of directors determines that such pledges would have material adverse effect on shareholding stability,
corporate governance, control for risk and related party transactions of the bank. The director(s)

nominated by such shareholder must abstain from voting at the meeting of the board of directors at
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which such pledge proposal is considered. If the pledged shares reach or exceed 50% of the bank’s
shares owned by the shareholder, the voting rights of such shareholder in shareholders’ general
meeting or the voting rights of the director(s) designated by such shareholder in the meeting of the

board of directors will be subject to restrictions.

ANTI-MONEY LAUNDERING REGULATION

The PRC Anti-Money Laundering Law* (713 A\ R E 01 /2 % 88 ), which became effective on
January 1, 2007, sets out the responsibilities of the relevant financial regulatory authorities regarding
anti-money laundering, including participating in the formulation of the anti-money laundering rules
and regulations for financial institutions, and requires financial institutions to establish sound internal

control systems regarding anti-money laundering.

On November 14, 2006, the PBOC issued the Anti-Money Laundering Regulations for Financial
Institutions*® (4 Rl HE L PE 8841 7€), Commercial banks are required to establish an internal
anti-money laundering procedure and either establish an independent anti-money laundering
department or designate a relevant department to implement their anti-money laundering procedures.
On the same day, the PBOC issued the Administrative Measures for the Financial Institutions’ Report
of Large-Sum Transactions and Doubtful Transactions* (45 fll t H§ K B 28 &) Fl AT %8 28 5 it 4 SRR ).
PRC commercial banks are required to report the transactions to the Anti-money Laundering
Monitoring and Analysis Center upon the detection of any suspicious transactions or transactions
involving large amounts. Where necessary and pursuant to appropriate judicial proceedings, PRC
commercial banks are required to cooperate with government authorities in preventing money
laundering activities and in freezing assets. The PBOC supervises and conducts on-site inspections of
commercial banks’ compliance with its anti-money laundering regulations and may impose penalties
for any violations thereof in accordance with the PRC Anti-Money Laundering Law and Anti-Money

Laundering Regulations for Financial Institutions.

On June 21, 2007, the PBOC, CBRC, CSRC and CIRC jointly promulgated the Measures on the
Administration of Client Identity Identification and Record Keeping of Clients’” ID Data and
Transaction of Financial Institutions* (&Rl & 5 S 005k Al A1 & 5 B 40 Bk & 38 5 ve ok PR A7 3
#Ei%). Commercial banks are required to establish a customer identification system, record the
identities of all customers and the information relating to each transaction, and keep personal

transaction records and documents.

On November 15, 2014, the PBOC issued the Measures for the Supervision and Administration
of the Anti-money Laundering Operations by Financial Institutions (Provisional)* (4 il # 4% /i 1t &8 B
B BEHEE (504T)). The PBOC is required to establish a regular anti-money laundering information
reporting system for financial institutions and financial institutions are required to report anti-money
laundering related information to the PBOC and actively cooperate with the PBOC and its branches

in supervisory inspections.
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OTHER REQUIREMENTS
Use of Funds

Under the PRC Commercial Banking Law, commercial banks are not permitted to engage in trust
investment or securities investment activities, or invest in real property other than for their own use,
or invest in non-banking financial institutions and enterprises, unless otherwise approved by the
relevant government authorities. The use of funds by commercial banks is limited to the following:

° short-term, medium-term and long-term loans;

° acceptance and discounts on bills;

° interbank loans;

° trading of government bonds;

° trading of bonds issued by financial institutions;

° investment in banking financial institutions; and

° other uses as may be approved by relevant government authorities.

Upon approvals by the CBRC and other relevant authorities, commercial banks may invest in
domestic insurance companies, fund management companies and financial leasing companies.

Requirements for Regular Submission of Relevant Reports

On October 20, 2006, the CBRC issued the Notice on the Official Operation of Off-site
Supervision Information System in 2007* (B I Bl B A (5 B R 4820074 1E AT 19 4 A,
Banking financial institutions are required to regularly submit to the banking regulatory authorities
relevant statements, including basic financial information, credit risk, liquidity risk, capital adequacy
ratio and such other information as required under such notice. Among the statements required to be
submitted by our Bank, the statistical table of balance sheet items, the off-balance sheet transaction
statement, the statement of the allowance for the impairment loss of assets, the liquidity ratio
statement, the statement of loans to large, medium, small and micro enterprises and other similar
information are required to be submitted on a monthly basis; the income statement, the leverage ratio
statement, the capital adequacy ratio summary statement, the loan quality movement statement, the
statistical table of the liquidity horizon gap, the liquidity coverage ratio and net stable funding ratio
statement, the statistical table of loans to key industries, the bond issue and investment statement, the
statistical table of real estate loan risk monitoring and other similar information are required to be
submitted on a quarterly basis; the interest rate repricing risk statement, the statement of the ten
largest deposit customers and other similar information are required to be submitted on a semi-annual
basis.
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OUR HISTORY

Postal savings business in China has a history of nearly one hundred years, which can be traced
back to its establishment in 1919. Pursuant to the PRC Postal Law, postal enterprises' may provide
postal savings and postal remittance services. The operation of finance business by postal savings
institutions became subject to banking regulations and supervision under the Interim Measures on the
Administration of Business of Postal Savings Institutions® (FEEf# & # A ZE & BT 1T 005
promulgated in 2004. Approved by the CBRC and the MOF, our predecessor, Postal Savings Bank of
China Limited* (' [5 #8EL fi# % $R 17 BR # 1T /A 7)), was established on March 6, 2007. On January 21,
2012, Postal Savings Bank of China Limited was converted into Postal Savings Bank of China Co.,
Ltd. with the consent of the State Council and approval of the CBRC and the MOF. After nine years
of sound and rapid development, we have become a leading retail bank in China with the largest
distribution network and customer base and superior asset quality.

KEY MILESTONES

The key milestones of our establishment and development are set out as follows:

Year Event

2007 Postal Savings Bank of China Limited* was established in the PRC.
We launched micro loan business, entering retail credit business.
2008 All of our 36 tier-1 branches were established.
We issued our first credit card.
We launched personal business loan and personal consumer loan business.

We entered into an agreement with GIZ, pursuant to which both parties jointly
established a dedicated team of “Micro Loans and Retail Banking Business Project”
and carried out relevant cooperation.

2009 We launched corporate proprietary loan business.
We launched the business of corporate loans to small enterprises.

The cumulative amount of micro loans we extended exceeded RMB100 billion,
which is a significant breakthrough of our personal loan business.

2010 We launched online banking services for retail customers.

We commenced cash management services for corporate customers, which further
diversified our corporate banking products and services.

1 Refer to China Post Group and the enterprises providing postal services which are wholly owned or are controlled by
China Post Group.
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Year

Event

2011

2012

2013

2014

2015

Our cross-bank transaction success rate reached 99.765%, ranking first among 15
nationwide commercial banks for the first time, proving the quality of operation of
our information system had reached a new height.

We initiated nationwide Wealth Creation Competition to support individual
entrepreneurs and small and micro enterprises through an integrated service platform
of financing, brand promotion, technical support and communication of business
models.

We were converted into a joint stock limited liability company from a limited
liability company.

Our tier-1 branches were authorised to engage in corporate credit business, which
was a significant breakthrough of our corporate business.

We launched cross-border Renminbi settlement business.

We started to provide mobile banking services.

Our balance of corporate loans to small enterprises exceeded RMB100 billion.

We successfully hosted “The 16th Session of the Postal Savings Banks Forum of the
World Savings and Retail Banking Institute” with the theme of “Commercially
Sustainable Inclusive Financial Services.”

We published the Inclusive Finance Report. As the first specialized report on the
topic of inclusive finance in China’s banking industry, our report discussed
comprehensively the development of inclusive finance theories in China and our
experience in this area.

The number of our electronic banking customers exceeded 100 million, making us

the fifth commercial bank with over 100 million electronic banking customers in the
PRC.

The balance of our personal deposits exceeded RMBS5 trillion, making us the fourth
commercial bank with over RMBS trillion of personal deposits balance in the PRC.

We successfully launched “2014 Youyuan First Residential Mortgage — Backed
Security (RMBS)” which was the first domestic mortgage-backed securitization
product since the relaunch of asset securitization in the PRC.

Our assets reached RMB6,298 billion, ranking fifth among the PRC commercial
banks for the first time.

We introduced ten Strategic Investors, namely, UBS, China Life, China Telecom,
CPPIB, Ant Financial, JPMorgan, FMPL, IFC, DBS Bank and Shenzhen Tencent.

Our subsidiary, PSBC Consumer Finance, was established, demonstrating our further
expansion of comprehensive operations.
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Year

Event

2016

We published monthly small and micro enterprises operation indices exclusively in
the industry, which has become an important reference for the decision-making of
governmental departments.

We were ranked 23rd in The Banker’s “Top 1000 World Banks” in terms of total
assets as of December 31, 2014.

We were ranked 22nd in The Banker’s “Top 1000 World Banks” in terms of total
assets as of December 31, 2015.

We established the Sannong Finance Department.

CHANGES IN OUR REGISTERED CAPITAL AND CONVERSION INTO A
JOINT STOCK LIMITED LIABILITY COMPANY

The changes in our registered capital and conversion into a joint stock limited liability company

are summarized below:

2007

2009

2010

2012

2014

2015

2016

Postal Savings Bank of China Limited was established with a registered capital of
RMB20 billion and was solely funded by China Post Group.

Our registered capital increased to RMB30 billion after the injection of RMB10
billion by China Post Group.

Our registered capital increased to RMB41 billion after the injection of RMBI11
billion by China Post Group.

As approved by the CBRC and the MOF, Postal Savings Bank of China Limited was
converted into Postal Savings Bank of China Co., Ltd. Our registered capital was
RMB45 billion upon incorporation as a joint stock limited liability company, with
China Post Group as our promoter holding 100% of our Shares.

Our registered capital increased to RMB47 billion after the injection of RMB2
billion by China Post Group.

Our registered capital increased to RMBS57 billion after the injection of RMBI10
billion by China Post Group.

Our registered capital increased to RMB68.604 billion after we introduced ten
Strategic Investors. See “— Introduction of Strategic Investors” and “Our Strategic
Investors” for details.
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BOND ISSUANCE

As approved by the CBRC and the PBOC, we issued the first tranche of tier-2 capital bonds of
2015 with a principal amount of RMB25.0 billion in September 2015. The term of the bonds was 10
years with a coupon rate of 4.5%. See “Assets and Liabilities — Liabilities and Sources of Funds —

Other Components of Our Liabilities” for details.

INTRODUCTION OF STRATEGIC INVESTORS

In December 2015, we introduced ten Strategic Investors, namely UBS, China Life, China
Telecom, CPPIB, Ant Financial, JPMorgan, FMPL, IFC, DBS Bank and Shenzhen Tencent. We issued
an aggregate of 11,604 million new Shares to the ten Strategic Investors that made investments in an
aggregate amount of approximately RMB45,140 million and hold in aggregate approximately 16.92%
of our issued share capital before the completion of the Global Offering. Upon completion of the
investments by Strategic Investors, our registered capital increased to RMB68.604 billion. We have
also entered into Strategic Cooperation Agreements with Strategic Investors and/or their related
parties. For details of our Strategic Investors and our strategic cooperation with the Strategic
Investors, see “Our Strategic Investors.”

OUR SUBSIDIARY

PSBC Consumer Finance

PSBC Consumer Finance was established in the PRC on November 19, 2015. As of the Latest
Practicable Date, the registered capital of PSBC Consumer Finance amounted to RMB1.0 billion and
we held 61.5% of its equity interest. The business scope of PSBC Consumer Finance includes: offering
personal consumer loans; accepting the deposits of the shareholders’ domestic subsidiaries and
domestic shareholders; borrowing from domestic financial institutions; issuing financial bonds upon
approval; domestic interbank lending; advisory and agency businesses relating to consumer finance;
agency sales of insurance products relating to consumer loans; fixed-income securities investment

business.

As of the Latest Practicable Date, PSBC Consumer Finance was our only subsidiary.
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OUR ORGANIZATIONAL AND MANAGEMENT STRUCTURE

The following chart sets forth our organizational and management structure as of the Latest Practicable Date

Nomination Committee

Duty Performance
Supervision Committee

Board of Supervisors

Board of Directors

K]
£3
g
o
=
g
Z
2
EE
E
g
5
g
g
g
k]
=

Supervision Committee

Office of the Board of Directors

Office of the Board of Supervisors

Senior Management

—| Consumer Rights Protection Committee

Security Department

Strategic Development Department

Financial Management Department

Human Resources Department |
General Office |

Procurement Management Department

Business Continuity
Management Committee

Construction Department

_| Procurement and Inspection Committee

Sannong Finance Services
Commitiee

Hefei Base Management Center

Data Center

Software Research and
Development Center

Business and Product Innovation
Management Committee

Information Technology Department

Asset Resolution Department

Shenzhen Branch

Qingdao Branch

Xiamen Branch

Ningbo Branch

Dalian Branch

Xinjiang Uygur Branch

Ningxia Hui Branch

Qinghai Branch

Gansu Branch

Shaanxi Branch

Tibet Branch

Yunnan Branch

Guizhou Branch

Sichuan Branch

Chongging Branch

Information Technology
Management Commitice

Legal and Compliance Department |

Accounting and Operation Department

—| Risk Management Committee

Asset and Liability Department

Credit Approval Commitiee

Asset and Liability
Management Commitiee

Strategic Planning Committee

Related Party Transactions Control
Committee

Audit Committee

Risk Management

Committee

Nomination and Remuneration

Committee

=N
z8
2%
&£
=0
g
P
8

Credit Management Department

Risk Management Department

Asset Management Department

Financial Market Department

Custody Department |
International Business Department |

Small Enterprise Finance Department

Investment Banking Department

Strategic Customers Department

Corporate Banking Department

Electronic Banking Department

Credit Card Center

Consumer Credit Department

Sannong Finance Department

A N N N A A e

Personal Banking Department

il

Audit Office |

181 —

Hainan Branch

Guangxi Zhuang Branch

Guangdong Branch

Hunan Branch

Hubei Branch

Henan Branch

Shandong Branch

Jiangxi Branch

Fujian Branch

Anhui Branch

Zhejiang Branch

Jiangsu Branch

Shanghai Branch

Heilongjiang Branch

Jilin Branch

Liaoning Branch

Inner Mongolia Branch

Shanxi Branch

Hebei Branch

Tianjin Branch

U U U NV O I AN N R B

Beijing Branch




OUR STRATEGIC INVESTORS

OVERVIEW

We have entered into share subscription agreements and investor rights agreements with each of
the Strategic Investors'"’ and completed relevant transactions as of the end of 2015, and completed the
registration of changes in shareholding with the administration for industry and commerce in March
2016. Meanwhile, we have entered into the Strategic Cooperation Agreements and established
strategic cooperation arrangements with each of the Strategic Investors and/or its affiliates before the
Closing Date (as defined in the relevant share subscription agreements, being December 17, 2015) in
order to promote business development and enhance corporate governance standards of our Bank.

STRATEGIC INVESTMENT
Share Subscription

The table below sets out the basic information of the strategic investments.

China Shenzhen
UBS China Life ~ Telecom CPPIB  Ant Financial JPMorgan®  FMPL IFC DBS Bank®™®  Tencent

Date of the share subscription September 9,  December 8, ~ November 27, September 9, ~ September 8, ~ September 8, ~ September 8, ~ September 9,  September 9, ~ September 15,
agreements 2015 2015 2015 2015 2015 2015 2015 2015 2015 2015

Number of Shares subscribed ~3,423,340,000 3,341,900,000 1,140,270,000 822,150,000 ~ 738,820,000 642,670,000 493,570,000 474,290,000 398,460,000 128,530,000

Subscription amount (RMB) ~ 13,316,792,600 12,999,991,000 4,435,650,300 3,198,163,500 2,874,009,800 2.499,986,300 1,919,987.300 1,844,988,100 1,550,009,400 499,981,700

Closing Date December 17, 2015

Basis of consideration The relevant consideration was determined on an arm’s length basis with reference to the business valuation of our Bank and the asset appraisal conducted

pursuant to the relevant requirements of the asset management of state-owned financial enterprises.
Price per Share RMB3.89

Discount to the Initial Public ~ 8.27%
Offering (as defined in the
relevant investor ri\s;hts
agreements) price*

Use of proceeds The proceeds from the investment of the Strategic Investors totaled RMB45,139.56 million (converted at the exchange rate as of the Closing Date), which have

been used for increasing capital in full.

Shareholding in our Bank 4.99% 4.87% 1.66% 1.20% 1.08% 0.94% 0.712% 0.69% 0.58% 0.19%
prior to the Global
Offering

Shareholding in our Bank after 4.24% 4.14% 1.38% 1.02% 0.92% 0.80% 0.61% 0.59% 0.49% 0.16%

the Global Offering
(assuming that the
Over-allotment Option is
not exercised)”®’

Strategic effect on the Enhancing capital strength; improving corporate governance; learning from successful experience; expanding business areas.
Company
® JPMorgan and JPMorgan CICII jointly entered into share subscription agreement and investor rights agreement with us.

@ JPMorgan holds the shares through its indirectly wholly-owned subsidiary, JPMorgan CICII.

@ As of the Latest Practicable Date, Temasek has a direct and deemed interest in approximately 29% of the issued shares
in DBS Group Holdings Limited which owns 100% of DBS Bank.

“® The discount is calculated based on the indicative price of HK$4.93 per H Share (being the mid-point of the range of
the Offer Price as stated in this prospectus) and the indicative exchange rate of HK1.00000=RMB0.86019.

& The shareholding proportion is determined based on (1) 12,106,588,000 H Shares issued under the Global Offering before
the exercise of the Over-allotment Option; and (2) after taking into account the transfer of state-owned Shares held by
China Post Group and China Telecom to NSSF.
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Our Strategic Investors

UBS

As one of the leading diversified financial institutions globally, the UBS footprint covers major
financial centres globally with around 900 offices worldwide in more than 50 countries, providing
wealthy, institutional and corporate clients, as well as private clients in Switzerland with superior
financial advice and solutions, including wealth management, asset management and investment

banking services.

UBS Wealth Management is the largest wealth management institution globally, with over 150
years of history. As of March 31, 2016, total invested assets within UBS Wealth Management business

amounted to around CHF2.0 trillion.

UBS is one of the world’s top financial advisors and investment banks. UBS Investment Bank

has over 5,000 professionals in more than 30 countries.

UBS Asset Management is one of the largest asset managers in the world with invested assets
amounted to CHF628 billion as of March 31, 2016.

UBS’ total assets amounted to around CHF968 billion as of March 31, 2016. UBS is a
wholly-owned subsidiary of UBS Group AG, and the shares of UBS Group AG are listed on the SIX
Swiss Exchange and the New York Stock Exchange.

China Life

China Life (a company listed on the Hong Kong Stock Exchange (Stock Code: 2628)) is the
largest life insurance company in China and a leading provider of individual and group life insurance,
annuity products and accident and health insurance in China. It has an extensive insurance distribution
network in China, comprising insurance sales, group insurance sales personnel, professional and
part-time agents. With strong product research and development and innovation capabilities, China
Life is able to continuously enrich its insurance products and services. China Life operates its
investment in a highly professional way and is one of the largest institutional investors in China.

China Telecom

China Telecom is one of the three leading telecommunication operators in China, and it has
repeatedly been named as one of the Global 500 Companies by the Fortune and was awarded, among
others, “Asia’s Most Admired Company” and “Asia’s Best Managed Company” by international
authoritative institutions for consecutive years. As an integrated information services provider, China
Telecom provides customers with integrated information solutions including products such as mobile
communications, broadband Internet access, information technology applications and landline
telephone.
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China Telecom is a controlling shareholder of 3 listed companies, i.e., China Telecom
Corporation Limited (a company listed on the Hong Kong Stock Exchange (Stock Code: 00728) and
the New York Stock Exchange (Ticker: CHA)), China Communications Services corporation Limited
(a company listed on the Hong Kong Stock Exchange (Stock Code: 00552)) and Besttone Holding Co.,
Ltd. (a company listed on the Shanghai Stock Exchange (Stock Code: 600640)).

China Telecom has set up offices in 31 provinces, autonomous regions and municipalities in
China, as well as in major countries in Europe, United States, Asia-Pacific and other regions. It has
the world’s largest broadband Internet network and leading technology in mobile communications
network, with the ability to provide cross-border and fully-integrated comprehensive information
services capabilities and a customer service channel infrastructure for its global customers.

CPPIB

CPPIB is a professional investment management organization that invests the funds not needed
by the Canada Pension Plan to pay current benefits on behalf of 19 million contributors and
beneficiaries. In order to build a diversified portfolio of CPP assets, CPPIB invests in public equities,
private equities, real estate, infrastructure and fixed income instruments. CPPIB is headquartered in
Toronto, with offices in Hong Kong, London, Luxembourg, Mumbai, New York City and Sao Paulo.

Ant Financial

Ant Financial relies on Internet, cloud computing and big data technology to provide inclusive
financial services to small- and micro-sized enterprises, individual entrepreneurs and ordinary
consumers. The business sub-segments under Ant Financial include: Alipay, Yuebao* (£3%HE), Ant

Fortune (M5#&%E), Ant Check Later (M§I%/EMH), Sesame Credit (ZJifs ), Ant Financial Cloud
(W58 4 Ml ZE), Antsdaq (B5IRZER), etc.

Mr. Jack Ma controls a majority of the voting rights in Ant Financial.
JPMorgan

JPMorgan (JPMorgan Chase & Co.; NYSE: JPM) is a leading global financial services firm with
assets of US$2.5 trillion and operations worldwide.

JPMorgan is a leader in investment banking, financial services for consumers and small
businesses, commercial banking, financial transaction processing, and asset management.

A component of the Dow Jones Industrial Average, JPMorgan serves millions of consumers in the
United States and many of the world’s most prominent corporate, institutional and government clients

under its J.P. Morgan and Chase brands.

JPMorgan is incorporated in the United States, and holds our shares through one of its indirectly
wholly-owned subsidiaries, JPMorgan CICII.

The shares of JPMorgan are listed on the New York Stock Exchange.
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Information about JPMorgan is available at www.jpmorganchase.com.

FMPL

FMPL is a wholly-owned subsidiary of Temasek.

Incorporated in 1974, Temasek is an investment company based in Singapore. Temasek is an
active investor and shareholder. Temasek’s investment portfolio covers a broad spectrum of industries,
which include: telecommunications, media & technology; financial services; transportation &
industrials; consumer & real estate; life sciences & agriculture; energy & resources. Its investment
themes reflect Temasek’s perspectives on long term trends: Transforming Economies; Growing Middle
Income Populations; Deepening Comparative Advantages; and Emerging Champions.

Temasek’s major investments in financial institutions include China Construction Bank
Corporation, Industrial and Commercial Bank of China Limited, Ping An Insurance (Group) Company
of China, Ltd, DBS Group Holdings Ltd and Standard Chartered PLC.

IFC

IFC is a member of the World Bank Group as well as an international organization established
in 1956 pursuant to its Articles of Agreement, and has 184 member states. The objective of IFC is to
promote economic growth of its developing member states through investing in productive enterprises,
while enhancing and building the capacity of investees through provision of advisory services.

IFC operates in a number of countries globally and has invested in various banks and other
financial institutions in the world. It provides a full range of financial products and advisory services
to financial customers, including preferred debt, equity, subordinated debt, guarantees, trade finance
and advisory services in the area like Green Finance, MSME (micro, small and medium-sized
enterprises), ARF (Agriculture, Rural and Farmer) and digital finance. IFC aims to promote MSME
and the healthy development of the financial system as a whole through investing in financial
intermediaries, thereby promoting the stability and sustainable development of financial markets.

DBS Bank

DBS Bank is a leading financial services group in Asia, with over 280 branches in 18 markets.
Headquartered in Singapore, DBS Bank has a growing presence in three key Asian axes of growth,
namely, Greater China, Southeast Asia and South Asia.

DBS Bank provides comprehensive financial services in retail banking, small and medium-sized
enterprise banking and corporate banking in Asia. With deep insights of the Asian market and close
links with regional business networks, DBS Bank is growing rapidly to become Asia’s premier bank.
Its “AA-" and “Aal” credit ratings are one of the highest among institutions in Asia.

DBS Bank has its roots as the Development Bank of Singapore, which played a key role in the

industrialisation of Singapore. It also has an extensive Asian network, and has an extensive suite of
treasury, cash and trade products.
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DBS Bank is a wholly-owned subsidiary of DBS Group Holdings Ltd (a company listed on the
Singapore Exchange (Stock Code: DO05)).

Shenzhen Tencent

Shenzhen Tencent is a member of the Tencent Group. Tencent Group is principally engaged in
Internet related businesses, where businesses involved mainly include computer and online games,
web portals, video website and social networking websites or communications etc. Tencent Group is
currently one of China’s largest Internet value added service providers, as well as one of the Internet

enterprises with the most service users in China.

Shenzhen Tencent is a wholly-owned subsidiary of Tencent Holdings Limited (a company listed
on the Hong Kong Stock Exchange (Stock Code:700)).

As each of our Strategic Investor Shareholders will hold less than 10% of the total issued share
capital of our Bank immediately following the completion of the Global Offering (assuming that the
Over-allotment Option is not exercised), none of our Strategic Investor Shareholders will be a
substantial shareholder of our Bank upon the Listing and consequently be a connected person of our
Bank. Accordingly, except for DBS Bank, a substantial shareholder of our subsidiary, PSBC Consumer
Finance, and therefore our core connected person, all the H Shares held by UBS, CPPIB, JPMorgan
CICII, FMPL and IFC shall be counted as part of the public float for the purposes of Rule 8.08 of the
Listing Rules.

Rights and Obligations of the Strategic Investor Shareholders

According to the share subscription agreements and investor rights agreements, the rights and

obligations of the Strategic Investor Shareholders include the following:

Dividends

The Strategic Investor Shareholders shall not be entitled to any profit generated between January
1, 2015 (inclusive) and the Closing Date, being December 17, 2015 (exclusive), or any dividend or
other distribution declared or paid in respect of such profit. If we declare or pay dividends or other
distributions with respect to the then-outstanding ordinary Shares for any period (the “Dividend
Period”) commencing on a date between January 1, 2015 and the Closing Date and ending on a date
(the “Dividend Period End”) on or after the Closing Date, the Strategic Investor Shareholders shall be
entitled to receive, for each ordinary Share, only a portion of such dividend. The numerator of such
portion shall be the number of days between the Closing Date and the Dividend Period End, and the
denominator of which shall be the number of days in the Dividend Period. No dividends may be
declared in respect of profit for the period between January 1, 2015 (inclusive) and the Closing Date

in an aggregate amount greater than RMB9.0 billion.
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Anti-Dilution Right and Price Protection

Subject to PRC law and any applicable legal, regulatory or stock exchange requirements, in
connection with our issuance of any new ordinary Shares (the “Additional Ordinary Shares”) or
securities convertible to or exercisable for Additional Ordinary Shares (such securities together with
the Additional Ordinary Shares, the “Additional Securities”), but excluding Excluded Issuance (as
defined in the relevant investor rights agreements) and any issuance pursuant to the Contemporaneous
Investments (as defined in the relevant investor rights agreements), from and after the Closing Date
and until but excluding the completion of the Initial Public Offering, each Strategic Investor
Shareholder shall have the right to purchase such number of Additional Securities that would cause
its percentage of ownership interest in us (on an as-converted basis) prior to our issuance to remain
the same immediately after our issuance.

Upon the earlier of (i) the completion of the Initial Public Offering, but excluding the completion
date of the Initial Public Offering and (ii) the date falling after the fourth anniversary of the Closing
Date, in the event of the issuance of the aforementioned Additional Securities, but excluding the Initial
Public Offering and certain Excluded Issuance, where the price per share in such additional Shares
(the “Subsequent Offering Price Per Share”) is below the subscription price per Share paid by the
Strategic Investor Shareholders (or which may have been adjusted in the event of share subdivision
and consolidation and reclassification and adjustment of nominal value, the distribution of dividends
or other distributions or bonus issue or rights issue of the ordinary Shares and certain events (the
“Adjusted Subscription Price Per Share”)), following the completion of such new issuance, we shall
pay the Strategic Investor Shareholders in the form of a cash payment in RMB that equals the product
of (A) the difference between the Adjusted Subscription Price Per Share and the Subsequent Offering
Price Per Share multiplied by (B) the number of Shares subscribed by each Strategic Investor
Shareholder under the applicable share subscription agreement, such that the Adjusted Subscription
Price Per Share, so as adjusted, will not exceed the Subsequent Offering Price Per Share.

Prior to the completion of the Global Offerring, there will not be any issuance of the Additional
Securities by the Bank, and as such the price protection mechanism will not be triggered.

No More Favorable Terms

We undertake that we will not issue or agree to issue any ordinary Shares to any person other
than Strategic Investor Shareholders on terms more favorable than those selected terms as agreed upon
by the parties thereto on the issuance of ordinary Shares set out in the share subscription agreements,
the investor rights agreements and the Strategic Cooperation Agreements prior to or at the same time
as the Closing Date.

Director Representatives

UBS shall have the right to nominate one candidate for election to the Board as our
non-executive director if the total number of ordinary Shares held by UBS is not less than 5% of our
total number of outstanding ordinary Shares. We shall take all corporate action permitted under PRC
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Law to procure such individual to be duly elected to serve as a member of the Board, subject to the
rules and regulations of the Articles of Association and PRC Law, provided that such individual shall
meet the qualification requirements set out under the PRC Law and be reasonably acceptable to the
Board. Such rights of UBS shall terminate upon completion of the Initial Public Offering.

Transfer Restrictions

Prior to the lock-up end date (as specified below), without our written consent, the Strategic
Investor Shareholders shall not, and shall cause their respective affiliates not to, transfer to any
person, any part or all of the Shares, any of our securities acquired by the Strategic Investor
Shareholders under the relevant share subscription agreements or through the anti-dilution right or any
ordinary Shares issued to the Strategic Investor Shareholders pursuant to the relevant investor rights
agreements (collectively, the “Covered Securities”). The lock-up end date refers to the third
anniversary of the Closing Date, unless there has been an Initial Public Offering prior to such date,
in which case the lock-up end date shall be the later of (i) the first anniversary of the completion of
the Initial Public Offering and (ii) the third anniversary of the Closing Date.

For the term of the relevant investor rights agreements, without our written consent, the Strategic
Investor Shareholders shall not, and shall cause their respective affiliates not to, transfer any Covered
Securities to a Major Direct Competitor (as defined in the relevant investor rights agreements) or to
any person that the Strategic Investor Shareholders know to be an affiliate of a Major Direct
Competitor, provided that the foregoing shall not restrict the Strategic Investor Shareholders or its
affiliates from selling any Covered Securities in open-market or block trade transactions after the
listing in which the identity of the purchaser(s) cannot be determined or controlled by the Strategic
Investor Shareholders or their respective affiliates or a placement agent or a broker who assists the
Strategic Investor Shareholders or their respective affiliates in such sale (unless the Strategic Investor
Shareholders or such placement agent or broker actually knows that such purchaser is a Major Direct
Competitor or its affiliate).

Notwithstanding any provision to the contrary, subject to the provisions set forth in the
immediate foregoing paragraph, the Strategic Investor Shareholders shall be entitled to transfer all or
any part of our Shares held by them in specified circumstances to, including but not limited to: (1)
the specified affiliates of the Strategic Investor Shareholders, provided that certain conditions are met;
or (2) any successor of the Strategic Investor Shareholders as the result of a merger, amalgamation or
other bona fide business combination of the Strategic Investor Shareholders with any other non-shell
entity or any entity controlled by a non-shell entity; (3) in the event the Strategic Investor
Shareholders are required by applicable laws or regulations to transfer any of our Covered Securities,
the Strategic Investor Shareholders may transfer such number of Covered Securities to one or more
eligible third parties accepted by us, and we undertake to facilitate such permitted transfer, or (4) in
the event we are in serious violation of certain applicable laws under the relevant share subscription
agreements and investor rights agreements and that no remedial measures have been made within an
agreed period of time, certain Strategic Investor Shareholders may transfer all of the Covered
Securities to one or more eligible third parties accepted by us (such acceptance not to be unreasonably
withheld).
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Orderly Transfers

Strategic Investor Shareholders shall, (a) subject to applicable laws and applicable securities
laws, use commercially reasonable efforts to ensure that each transfer of the Covered Securities made
by them or any of their respective affiliates is completed with a view to facilitating an orderly market
in the ordinary Shares, and (b) inform us with prior written notice in accordance with the terms of the
relevant investor rights agreements.

Conversion of Shares of the Strategic Investor Shareholders

If we seek an Initial Public Offering outside the PRC, we shall use commercially reasonable
efforts to assist the Strategic Investor Shareholders and/or their affiliates, if the Strategic Investor
Shareholders so request, to apply for and obtain approvals from the relevant PRC governmental
entities and convert all of our ordinary Shares held by such Strategic Investor Shareholders and/or
their affiliates into overseas listed foreign invested shares, subject to the approvals of the relevant
regulatory authorities.

Provision of Information

We shall furnish to the Strategic Investor Shareholders certain information within the agreed
period, including but not limited to, quarterly and half-year period management accounts and annual
audited consolidated financial statements or management accounts. Concurrent with the delivery of
any reports, communications or documents to the holders of ordinary Shares by virtue of their status
as holders of ordinary Shares, copies of the same shall be provided to the Strategic Investors.

Such rights of the Strategic Investor Shareholders shall terminate upon completion of the Initial
Public Offering.

Termination of Provisions Impairing the Initial Public Offering

To the extent that any rights of the Strategic Investor Shareholders conflict with, or would cause
us to be in violation of, the applicable securities laws or the applicable listing rules of any eligible
exchange or may otherwise impede our ability to achieve a listing or public offering, such rights shall
terminate immediately prior to the listing of our ordinary Shares on such eligible exchange or such
other time as specified by the securities regulator or the eligible exchange.

In accordance with Guidance Letter HKEx-GL43-12, all the special rights of the Strategic
Investor Shareholders described above shall terminate on the Listing Date.

Based on relevant arrangements under the aforesaid share subscription agreements and investor
rights agreements and as the transactions relating to the share subscription agreements and the investor
rights agreements have been completed at least 28 complete days prior to our Initial Public Offering
application to the Hong Kong Stock Exchange, the Joint Sponsors consider that the relevant
transactions meet the requirements of the Interim Guidance on Pre-IPO Investments, Guidance Letter
HKEx-GL43-12 and Guidance Letter HKEx-GL44-12.
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STRATEGIC COOPERATIONY

While we signed the share subscription agreements with the Strategic Investor Shareholders, we
also entered into separate Strategic Cooperation Agreements with each of the Strategic Investors
and/or their affiliates for the term as specified in their respective Strategic Cooperation Agreements,
and established strategic cooperation relationships with them. We are actively exploring to implement
relevant cooperation details set out in the relevant Strategic Cooperation Agreements with the

Strategic Investors.

According to the Strategic Cooperation Agreements, in order to more effectively implement the
strategic cooperation, we have established or will establish a steering committee, liaison office and
working group with some of the Strategic Investors whereby relevant departments or groups will
establish information communication and consultation mechanism to formulate and execute annual
cooperation plans. The main responsibility of the steering committee is to discuss and review overall
strategies and objectives for strategic cooperation, annual cooperation plans and the progress of
cooperation. The liaison office is responsible for routine coordination and other relevant matters of
liaison and cooperation between the relevant parties. The working groups established for each area of
cooperation are responsible for the deliverables of each specific matter of cooperation.

Scope of Cooperation with Strategic Investors

Strategic Planning

According to the Strategic Cooperation Agreements, under applicable circumstances, where
applicable and practicable, Strategic Investors will support our strategic planning with necessary
assistance and advice, share their relevant experience on establishment of its own strategic planning
system, and the implementation, monitoring and appraisal system of strategic planning, improving
middle-and-long term performance appraisal systems, and help analyze the implementation of our
strategic plans, and provide specific advice to optimize strategic planning and resource allocation
policies.

Corporate Governance

According to the Strategic Cooperation Agreements, under applicable circumstances, where
applicable and practicable, Strategic Investors will support our corporate governance with the
necessary assistance, consultation and suggestions through training on specific topics, seminars,

forum and other consultation methods and share best practices and experience in areas such as

™ There may be differences in the forms of cooperation between our Bank and each of the Strategic Investors in the same

area of business. For the avoidance of any doubt, the description of the cooperation in each area of business by the
Strategic Investors is a combined summary of the cooperation between our Bank and such Strategic Investors and does
not mean each of such Strategic Investors will conduct all forms of cooperation mentioned therein in such line of

business.
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corporate governance structure, management of investor relations, operational mechanism of the board
of directors and special committees, corporate structure, internal auditing and internal control, to
assist our establishment of a corporate structure that meets international best practice standards.

Cooperation in Major Businesses

Retail Finance Business

JPMorgan may, under applicable circumstances, where applicable and practicable, cooperate
with us in retail finance business, which includes organizing workshops and providing us with
trainings in relation to retail finance, retail client data analytics and credit management approaches
and methodologies, to assist us in carrying out retail financial product research and development and
innovation, carrying out customer behavior and preferences analyses, and to help us implement
product lifecycle management and customer lifecycle management. Relevant expert advice may be
provided to support the business development, risk management, product research and development,
marketing, system architectures and implementation, the establishment of database and its application,
the operation and processing of our credit card business, to assist us in enhancing our capabilities in
the credit card business.

FMPL will, under applicable circumstances, where applicable and practicable, utilize its relevant
resources to assist us to assess the current state of and gaps in personal loans and micro, small and
medium-sized enterprise loans business, to help identify potential areas of improvement based on
practical experience in China and abroad, to provide proposals of overall business planning and the
establishment of credit factory, and assist us in segmenting market for customers and carrying out
re-engineering process.

IFC will, under applicable circumstances, where applicable and practicable, cooperate with us in
the area of rural finance, offer advisory services, conduct mapping of our relevant products and
services and processes, and provide suggestions of improvement compared to international best
practices.

Internet Finance Services

Ant Financial will, under applicable circumstances, where applicable and practicable, jointly
with us conduct research on payment and settlement, scenario exploration, merchant services, credit
and other cooperation programs, as well as develop financial products based on our commercial
banking service capabilities and its Internet and mobile financial services capabilities. It will
systematically carry out research on our financial services based on its platform and make suggestions
to us on enhancing customer experience and service capabilities, and support our development of
wealth management products applicable to its platform.

Affiliates of Shenzhen Tencent will, under applicable circumstances, where applicable and
practicable, jointly with us conduct research on payment and settlement, scenario exploration,
merchant services, syndicated loans, co-branded cards and other cooperation programs, as well as
develop financial products based on our commercial banking service capabilities and its Internet and
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mobile financial services capabilities. They will systematically carry out research on our financial
services based on its platform and make suggestions to us on enhancing customer experience and our
service capabilities, and support our development of wealth management products applicable to its
platform.

Corporate and Investment Banking Business

UBS and JPMorgan may, under applicable circumstances, where applicable and practicable,
provide us with advice, support and cooperation in corporate and investment banking business, and
assist us in providing corporate clients with products and service solutions that satisfy lifecycle
demand. With respect to corporate business models, we may be provided with information and insights
regarding operational and management models for funds management and the like. Regarding
investment banking business models, we may be provided with consultations regarding development
of financial and valuation models and trading analysis templates, as well as training in areas such as
product development and portfolio, business and customer expansion, business operations and risk
management procedures. With respect to asset securitization business, UBS and JPMorgan may share
experience with us and cooperate on areas such as product know-how, structuring, pricing and project
management, and arrange secondment and study opportunities for our eligible staff on contents
covering securities underwriting and issuance, merger and acquisition, assets securitization, direct
investment, restructuring and other strategic advisory and financial advisory services.

JPMorgan may, under applicable circumstances, where applicable and practicable, assist us in
upgrading and transforming our capabilities for trade finance services and management. We may be
provided guidance in areas such as product design and innovation, review and approval procedures,
risk management models, quota management, marketing strategies and be advised on how to enhance
product competitiveness.

International Business

DBS Bank will, under applicable circumstances, where applicable and practicable, provide
training to us on cross-border cash management and international trade finance, share with us specific
examples and relevant experience of transactions from structuring to implementation, and strengthen
cooperation with us on customer referral and areas of joint services.

Financial Market Business

UBS, China Life, JPMorgan and DBS Bank may, under applicable circumstances, where
applicable and practicable, assist us in enhancing our capabilities in financial market operation,
product research and development and risk management; share with us their experience in relation to
capital trading business management mechanism, performance appraisal mechanism, information
system, pricing models and risk identification modules, and provide us with assistance and
suggestions on how to formulate relevant implementation measures and plans for building up the
taskforce for executing these initiatives, help us build up and train a team of precious metals and
derivatives products trading; dispatch experts to provide us with training to assist and enhance our
capabilities in financial market business risk management and system establishment, to build up
trading platforms for financial products such as interest rate, exchange rate, credit and commodity and
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their derivatives, to help enhance our pricing capabilities; cooperate with us in the identification of
business, marketing, market-making, products development and structural design; share with us their
experience, approval process, risk assessment criteria and best practices in areas such as bond
investment and alternative investment; and arrange secondment and study opportunities for our
eligible staff, and share with us their market research reports and other market research findings.

Wealth Management/Asset Management Business

UBS, JPMorgan and DBS Bank may, under applicable circumstances, where applicable and
practicable, share with us their knowledge, experience and best practices in wealth management/asset
management business; assist us to improve the organizational structure, human resources management
framework, core operating and investment recommendation procedures and service management
methods, risk management and control system and brand management of our wealth management/asset
management business, and provide us with guidance in building product and solutions systems; and
share with us experience on how to establish a wealth management service system, an assessment
system of the target customers for wealth management and a wealth management customers
relationship management system, as well as the provision of differentiated services to customers; to
assist us in our development of our wealth management business and expansion of target customer
base. They may provide us with training on specific topics with respect to wealth management and
asset management; engage in our development of asset management products and provide expert
advice, share with us information and insights in areas of product design, asset transactions, risk
management, pricing and valuations, provide us with assistance in improving investment risk
monitoring and performance evaluation capabilities, and offer our eligible staff overseas internship
opportunities.

Other Cooperations

In addition, each of the Strategic Investors may, under applicable circumstances, where
applicable and practicable, cooperate with us with respect to our risk management, channel
construction, human resources development and training, information technology and other areas
based on its own resources and strengths.

Risk Management

UBS, JPMorgan and FMPL may, under applicable circumstances, where applicable and
practicable, share with us experience in risk management, provide advice on overall risk assessment
and analysis, as well as assistance and suggestions for improving risk management structure and
optimizing risk management framework. They may arrange the provision of risk management
organizational framework, key technical points of tools and models, models and methodologies in
relation to internal rating based approaches by way of training, share with us tools, methods and best
practices in credit risk management, liquidity and market risk management, operational risk
management and reputational risk management, assist us in current status diagnosis and gap analysis
for risk management through joint working groups or consultation mechanism, and provide proposals
on relevant areas of improvement and assist in its implementation, to enhance our risk management
level.
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Channel Construction

JPMorgan may, under applicable circumstances, where applicable and practicable, provide us
with advice and collaborate with us in certain aspects relating to channel construction, where it assists
us in studying and establishing online and offline channel coordinated development strategies,
improving the planning on number and layout of directly-operated outlets, agency outlets and
self-service distribution channels. JPMorgan may provide us with advice on further optimization of
outlet operations and management, the establishment of marketing systems through workshops on
specific topics, and provide advice regarding development of a well-targeted performance assessment
system so as to promote the optimization and upgrade of our outlets. JPMorgan may provide us with
training regarding best practices of model innovation for online channels, product element and
portfolio innovation, online market scenario development and the development of online risk control
models, and provide advice on how to develop customized mobile applications to enhance the user

experience.

JPMorgan and we may, under applicable circumstances, where applicable and practicable,
deepen our business relationship with regards to USD clearing. JPMorgan may share with us its
experience in the global clearing business, and support our development in cross-border RMB clearing
business. JPMorgan may provide support and help when we prepare to set up foreign branch

organizations.

Development of Human Resources and Training

UBS, CPPIB, Ant Financial, JPMorgan, FMPL and affiliates of Shenzhen Tencent may, under
applicable circumstances and terms contained in their respective Strategic Cooperation Agreements,
at different levels and in different ways, where applicable, share with us insights and knowledge in
areas such as compensation management, performance assessments, talent introduction mechanism,
and training and career development systems; have regular discussions with our senior management
to arrange exchange and secondment for our designated staff and arrange the provision of targeted
specific training support to personnel at different levels, including methods such as on-site seminars,
training, study visits and internships, and arrange the provision of consulting opinions for our Board
of Directors and Remuneration Committee regarding our executive compensation structure and

incentive mechanism.

Information Technology

UBS, Ant Financial, JPMorgan and affiliates of Shenzhen Tencent may, under applicable
circumstances, where applicable and practicable, share with us experience in aspects of information
technology systems, and provide us with training or suggestions for system construction, IT planning
and IT governance. They may share with us advanced experience in areas such as financial cloud
computing technologies and big data applications, and provide technical support and guidance to assist
us in establishing Internet financial infrastructure platforms and big data platforms in order to improve

our IT support capabilities.
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Current Cooperation Progress

As of the Latest Practicable Date, we have made substantive progress with the Strategic

Investors, specific details of which are as follows:

Exchange Visits and Communications between Senior Management

Since the signing of the Strategic Cooperation Agreements, our senior management and the
senior management of certain Strategic Investors have held several meetings to share their views on
the macroeconomic conditions, industry prospects and development strategies of their respective
companies and other important issues, and reached broad consensus in advancing the direction of

strategic cooperation.

Business Communication and Cooperation

In 2016, our relevant departments, branches and subsidiaries held numerous communications
with certain Strategic Investors in areas such as corporate governance, retail finance, wealth
management, financial markets and channel construction, and we commenced cooperation in certain
areas. We held various communications with certain Strategic Investors on corporate governance,
environmental and social risk management and improvement of the capabilities in the sustainable
finance sector, and carried out relevant diagnostic analysis. Our consumer credit department and our
subsidiary PSBC Consumer Finance have held various communications, exchanges and negotiations
with certain Strategic Investors in respect of online consumer finance services cooperation projects,
and the business was successfully launched. We have held various communications with certain
Strategic Investors on the establishment of wealth management systems and jointly organized a forum
event for high-end customers. Further, we have set up a joint working group with specialists assigned
by certain Strategic Investors, working collaboratively to promote branch network transformation

projects.

Training

In 2016, we have communicated with certain Strategic Investors with respect to several
cooperative training programs. We co-hosted a number of training sessions with such Strategic
Investors, covering a number of areas such as retail credit, wealth management, financial markets and
internal audit through forms such as research discussions and seminars with experts. Training

participants included our senior management, middle-level management and key business personnel.
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OVERVIEW

We are a leading retail bank in China with the largest distribution network, largest customer base
and superior asset quality. Established in 2007, we are the youngest Large Commercial Bank and have
significant growth potential. As of March 31, 2016, we had total assets of RMB7,707.6 billion, total
deposits of RMB6,732.4 billion and total loans of RMB2,665.8 billion, ranking fifth, fifth and seventh
among PRC commercial banks, respectively. According to The Banker’s list of “Top 1000 World
Banks,” we ranked 22nd in the world in terms of total assets as of December 31, 2015.

We are distinct from other commercial banks in China in a number of important respects. Firstly,
we have a unique operational model consisting of both directly-operated outlets and agency outlets
which are post offices owned by China Post Group. Our distribution network is the largest in China’s
banking industry with the widest geographical coverage, which not only enables us to deliver more
convenient financial services to customers and to have access to long-term, stable and low-cost
funding, but also creates significant opportunities for product distribution and cross-selling. Secondly,
we strategically focus on providing financial services to communities, SMEs and Sannong customers
and are committed to meeting the financial needs of the most promising customers during China’s
economic transformation, and will significantly benefit from the opportunities brought by China’s
on-going economic transformation. Thirdly, we believe that our distinct asset structure, superior asset
quality and prudent approach to risks enable us to maintain flexibility to respond proactively to
fluctuations in economic cycles.

Our distinctiveness includes the following:

° Largest number of outlets among PRC commercial banks. As of March 31, 2016, we had
40,057 outlets, including 8,301 directly-operated outlets and 31,756 agency outlets,
covering all cities and 98.9% of the County Areas in China.

° Largest retail customer base among PRC commercial banks. As of March 31, 2016, we
had 505 million retail customers, accounting for more than one-third of China’s population.

° Highest contribution of personal banking business to total deposits, total loans and
total profit among Large Commercial Banks in China. As of and for the year ended
December 31, 2015, personal deposits represented 85.4% of our total deposits, personal
loans represented 49.4% of our total loans, and profit before income tax of personal
banking business represented 46.0% of our total profit before income tax, higher than the
other Large Commercial Banks’ average of 45.6%, 30.2% and 30.1%, respectively.

° Significant funding cost advantage. Our average cost of interest-bearing liabilities in
2015 was 1.94%, lower than the other Large Commercial Banks’ average of 2.08%.

° Superior asset quality and the highest allowance coverage ratio among Large
Commercial Banks in China. The majority of our assets are classified as low-risk assets,
with very limited exposure to high-risk sectors such as over-capacity industries, local
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government financing vehicles and real estate industry. As of March 31, 2016, our NPL
ratio was 0.81%, significantly lower than the other Large Commercial Banks’ average of
1.73%, and our allowance coverage ratio was 286.71%, significantly higher than the other

Large Commercial Banks’ average of 154.73%.

We continually optimize our comprehensive risk management system and adhere to a prudent
approach to risks. We have established a comprehensive risk management system covering credit risk,
market risk, operational risk, liquidity risk and other risks. Our business expansion is underpinned by
thorough risk assessment, and we do not engage in businesses with unfamiliar risks. We effectively
manage risks through adopting a “barbell” strategy for our loan portfolio, pursuant to which
large-sized enterprises and retail and small enterprise customers are our major target customers when
we extend loans. As of March 31, 2016, our consumer loans and our small and micro enterprise loans
accounted for 53.0% of our total loans, and our loans to large-sized enterprises accounted for 26.5%
of our total loans. The average size of our consumer loans and our small and micro enterprise loans
is small, which helps to diversify risk exposure. For our loans to large-sized enterprises, we carefully
select high-quality customers and implement strict credit risk control measures. As of March 31, 2016,
the NPL ratio of our large-sized enterprise loans was 0.01%. In recognition of our prudent risk

management, we were awarded “Best Risk Management Bank of the Year” by Financial News in 2015.

Our success in pursuing a strategy to differentiate ourselves from other commercial banks in
China is well demonstrated by our industry-leading performance. From 2013 to 2015, our total assets,
total deposits, total loans and net profit recorded a CAGR of 14.4%, 10.0%, 28.7% and 8.4%,
respectively, higher than the other Large Commercial Banks’ average of 9.6%, 6.0%, 9.5% and 3.5%,
respectively. In 2013, 2014 and 2015, our net interest margin was 2.67%, 2.92% and 2.78%,
respectively, and our net interest spread was 2.66%, 2.87% and 2.71%.

Under our operational model consisting of both directly-operated outlets and agency outlets,
agency outlets provide deposit taking services to customers under our name, for which we pay deposit
agency fees to China Post Group. During the Track Record Period, deposit agency fees were the
largest component of our operating expenses. In 2013, 2014, 2015 and for the three months ended
March 31, 2016, deposit agency fees amounted to RMB46.1 billion, RMB50.4 billion, RMB54.4
billion and RMB14.7 billion, representing 45.4%, 44.1%, 44.0% and 47.2% of our operating expenses,
respectively. For the same periods, the actual Composite Rate of the deposit agency fees was 1.44%,
1.43%, 1.42% and 1.43%, respectively. For details about the actual Composite Rate of the deposit
agency fees, see “Connected Transactions.” In 2013, 2014 and 2015, our cost-to-income ratio was
65.6%, 60.9% and 60.7%, respectively, higher than the other Large Commercial Banks’ average of
31.0%, 30.1% and 29.2%, respectively.

We have solid growth potential by leveraging multiple growth drivers. Our customers, including
retail customers, small and micro enterprises and Sannong customers, have outstanding growth
potential, and their demand for financial services is expected to grow continually along with China’s
economic transformation. We will grow together with our customers and continue to improve our

capability to deliver comprehensive financial services. We are still in a growth stage, with room to
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improve fee- and commission-based business, loan-to-deposit ratio and cost-to-income ratio.

Moreover, compared with other Large Commercial Banks, we have the largest number of, and the most

diversified group of, strategic investors, and the multi-faceted cooperation with these investors has

provided our business development with abundant resources and strong momentum.

During the Track Record Period, we received numerous awards, recognitions and honors for our

outstanding business performance and management capabilities, including the following:

Year Award / Ranking Event / Organization / Media
2016 Ranking 22nd in terms of total assets on the list of “Top The Banker
1000 World Banks” ([ 2BRER1T1000%8 PE45 | 48 &% &
55221)
2016 Significant Contribution Award in Financial Techology Financial Computerizing
Innovation in 2015%* (20154 & @ FHZ A1 H7 %€ i B R 2E)  (under the PBOC’s
and Significant Contribution Award in Financial Product management)
Innovation in 2015% (2015%F 4 fll 2 & A1 41 7€ i 5 WL 5%)
2015 Ranking 23rd in terms of total assets on the list of “Top The Banker
1000 World Banks” ([ &IREAT100058 PF 4 | 40 & & J5
5523 10)
2015 Gold Medal Retail Bank for the Year* (‘&M EE  Financial Money
17) and Gold Medal Financial Products Portfolio for the
Year — Bank-Government Cooperation in respect of
Small and Micro Enterprises* (4 45 b 4 Al 2 i 41 &
— /AR SR SR BUE )
2015 2014 Most Influential Commercial Bank in China* Economic Information Daily
(2014 B fie H 52 28 77 7 2 4R4T)
2015 Best Risk Management Bank of the Year* (4F i {EJE\ Financial News
B i HLERAT)
2015 Outstanding Team of Financial Services for Small and CBRC
Micro Enterprises among Banking Institutions in China*
(2 B R AT 6 45 R A /D 1 3 <5 il IR 65 16 5 (A P )
2015 Technology Innovation on IT Efficiency Management — International Data Corporation,
Best IT Structure Innovation* (fF 5T AERE B ilT  Hewlett Packard
BT — B FETT R R A1 HT )
2015 Award for Outstanding Transaction of Credit Assets for China Securitization Forum

the Year of 2014%* (2014415 B & FAF AL 38 5 88)

— 198 —



BUSINESS

Year Award / Ranking Event / Organization / Media
2015 Outstanding Member in China’s Bond Market in 2014* China Central Depository &
QOI4FE T T HEHME) and  Outstanding  Clearing Co. Ltd.

Sponsor of Asset Securitization in 2014* (20144 & /£ &%
AL BT B A 8E)
2015 Best Market Maker Award in Anonymous Trading* (f China Foreign Exchange Trade
FE A T RS 4E), Best Member Award in Forward System
and Swap* (HfE# & 5 4%), Best Member Award in
Currency Swap* (FfEEWHIMIE B4%) and Member
with the Highest Market-making Potential in Forward
and Swap* (i BT V& ))& B 49)
2015 Most Influential Institution and Best Market Making National Interbank Funding
Institution on Interbank Renminbi Market* (8817 A%  Center
1745 85 LTI 45 50 88 1 3 BRI L I M 02
2014 Ranking 28th in terms of total assets on the list of “Top The Banker
1000 World Banks” ([ ZBKER1T1000%8 PE44 | 4 & 7 J
55281)
2014 Gold Medal Bank with Growth Potential for the Year* Financial Money
(4F 4 0 = J14R17) and Most Reliable Retail Bank
for the Year® (4F /& & 1l {5 18 & & 4R17)
2014 Award for the Best Mobile Financial Terminals* (f:{£%  Shanghai Securities News
) 4 A< B 3%
2014 Best Inclusive Financial Services Bank for the Year of Institute of Finance and
2013% (20134F i fi £ 20 4 Rl IR 55 8R4 T) Banking of the Chinese
Academy of Social Science
2013 Social Responsibility Award* (#1 & & {T4%) Foresight 2014: The “Reform
Drivers Development” Finance
and Economics Summit held
by China Internet Information
Center
2013 Best Social Responsibility Enterprise* (FfE4t & FAEAY  Enterprise Management
%) and Outstanding Growth Enterprise* ({75 =¥ 4>
%)
2013 Best Bank of Inclusive Finance* (& fi 24 MR1T) Investor Journal
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Year Award / Ranking Event / Organization / Media
2013 Most Trusted Online Banking Brand by Internet Users* China’s First Seminar on the
(A R e {5 i 4 61 o R Development of Electronic

Payment in 2013

2013 2013 Best Financial Service Brand of Small & Micro Moneyweek
Enterprises in China* (2013 Bl 5 £ /Ml 4 Rl IR 355
[#) and 2013 Best Medium-sized & Small Enterprises
Credit Service Bank* (2013#fE 1/ b 2EfE B HTT)

2013 Excellent Bank for the Benefit of People for the Year* The Economic Observer
(AL B RSRAT)

2013 Best Wealth Management Bank for the Year* (£ #:f£ China Internet Information
B AR AT) Center

2013 Best Bank of Green Credit in Asia* (SRl FcfEAKAE R 215t Century Business Herald
RAT)

OUR STRENGTHS

A leading retail bank in China with the largest distribution network and customer base

Leveraging the postal network, we have established a unique operational model consisting of
both directly-operated outlets and agency outlets, which has enabled us to build the largest banking
outlet network in China with the widest geographical coverage and to deliver convenient financial
services to vast customer base. Compared with the other Large Commercial Banks, we have broader
and deeper network coverage, and compared with rural banking financial institutions, we provide more
comprehensive and professional products and services. As of March 31, 2016, we had 40,057 outlets,
including 8,301 directly-operated outlets and 31,756 agency outlets, covering all cities and 98.9% of
the County Areas in China. Our outlet network also has significant advantages in terms of
geographically balanced coverage and high penetration rate. As of March 31, 2016, 33.3% of our
outlets were located in China’s economically-developed areas, including Yangtze River Delta, Pearl
River Delta and Bohai Rim, 28.5% in Western China, 27.0% in Central China and 11.2% in
Northeastern China. As of the same date, our outlets located in County Areas and Urban Areas
accounted for 71.2% and 28.8% of total outlets, respectively. As of December 31, 2015, our
penetration rate in terms of outlets per 100,000 population in China was 2.9, significantly higher than
the average of the other Large Commercial Banks of 1.0.

We have the largest retail customer base among PRC commercial banks. As of March 31, 2016,
we had a total of 505 million retail customers, more than one-third of China’s population. As of March
31, 2016, personal deposits accounted for 86.4% of our total deposits and personal loans accounted
for 48.7% of our total loans. In 2015, 46.0% of our profit before income tax was from personal
banking business, which was significantly higher than the average of the other Large Commercial
Banks of 30.1%. As of March 31, 2016, 70.1% of our retail accounts were in County Areas and 49.8%
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in Central China and Western China. Given the relatively under-developed financial infrastructure,
demand for financial services in County Areas, Central China and Western China is expected to grow
much faster than other areas in China. Leveraging our advantages in network, products and services,
we have developed a highly loyal and stable retail customer base in these regions.

Our leading distribution network and large customer base provide a powerful platform to
distribute financial products and services. We believe we were the largest bancassurance distributor
among PRC commercial banks from 2011 to 2015 in terms of the total written premium of new policies
for the year. As of March 31, 2016, the number of our debit cards in circulation totaled 779 million,
ranking second among PRC commercial banks. At the same time, we selectively market tailored
financial products for specific customer segments such as pensioners, migrant workers, college
students and small and micro enterprise owners.

To complement our extensive outlet network, we have expanded our online presence to develop
an “online + offline” distribution network. We have established a multi-access electronic banking
system consisting of online banking, mobile banking, self-service banking, telephone banking, TV
banking, and “Weibank.” As of March 31, 2016, we had 107,443 self-service terminals, our electronic
banking users totaled approximately 160 million and our mobile banking users totaled over 100
million. We are implementing the “Internet+” strategy across our entire business and have launched
“PSBC e-Loan* (#e®),” a brand of our online lending business, with products including “Convenient
Merchants Loan* (P44 %)” for small enterprises and “Shop Owners Loan* (¥ £)” for operators of
small-scale supermarkets. We are committed to providing more convenient services to our customers
by continually enhancing functionalities of applications including online payment, and we are one of
the first banks to support “Apple Pay” in China.

Serving the most promising customers during China’s economic transformation

We serve the most promising customers during China’s economic transformation. Leveraging our
differentiated strategic positioning of serving communities, SMEs and Sannong customers, we will
significantly benefit from China’s economic transformation.

The main drivers of economic growth are expected from three areas: consumption-led economy,
rapid growth of SMEs and new urbanization of rural regions of China, which bring new development
opportunities to banks in China. Firstly, China’s economic growth is shifting towards a
consumption-driven pattern. In 2013, 2014 and 2015, the contribution of consumption to China’s GDP
growth was 48.2%, 51.6% and 66.4%, respectively. Secondly, SMEs are playing an increasingly
important role in China’s economic development. In 2014, SMEs’ contribution to China’s GDP,
government taxation and employment exceeded 65%, 50% and 75%, respectively, but their demand for
credit was significantly underserved. Thirdly, the new urbanization of China’s rural regions is an
important strategy for future development, and there exist huge opportunities for economic
development in County Areas. In 2013, 2014 and 2015, China’s urbanization rate was 53.7%, 54.8%
and 56.1%, respectively, which is much lower than the level of developed economies.

We are a community bank for everyone. Leveraging our distribution network’s proximity to
customers, we have established a community financial service ecosystem, providing convenient and
high-quality financial services to customers in communities. As of March 31, 2016, our consumer

— 201 —



BUSINESS

loans (including residential mortgage loans and other consumer loans) totaled RMB&810.3 billion,
representing 30.4% of our total loans. Our consumer loans grew at a CAGR of 44.5% from 2013 to
2015. Our market share of consumer loans extended in 2015 was 6.4%, ranking sixth among PRC
commercial banks. We believe our pension payments agency business accounts for a substantial
market share among PRC commercial banks. In 2015, we processed a total of approximately 662
million pension payments to pensioners.

We are a leading provider of small and micro enterprise banking services. We were an early
mover in this area and have built up long-term customer relationships, accumulated a solid customer
base and developed rich technical expertise. As of March 31, 2016, we had approximately 24,000
specialized staff for small and micro enterprise banking services and offered 90 products tailored for
small and micro enterprises, featuring a convenient application process, flexible product design and
quality services. In 2015, we ranked first among PRC commercial banks in terms of both the year-end
outstanding balance and the annual incremental personal operational loans, according to the CBRC
data. We are the only commercial bank in China that publishes a small and micro enterprise
development index on a monthly basis, which has become an important reference for decision-making
by government authorities. Our small and micro enterprise loans include corporate loans to small
enterprises, micro loans and personal business loans. As of March 31, 2016, the balance of our small
and micro enterprise loans was RMB603.2 billion, representing 22.6% of our total loans, with
approximately 2.58 million customers. As of December 31, 2013, 2014 and 2015 and March 31, 2016,
our small and micro enterprise loans enjoyed sound yields, with a weighted average contractual
interest rate at 9.20%, 8.99%, 8.03% and 7.49%, respectively.

We are an important provider of Sannong Finance Services. As of March 31, 2016, 71.2% of our
outlets are located in County Areas, giving us an inherent competitive advantage in offering financial
services in those areas. Through professional teams and a wide array of products, we actively seize
opportunities brought by the new urbanization of rural areas. As of March 31, 2016, we had over
28,000 outlets and 150,000 cash withdrawal service points for farmers in County Areas. As of the same
date, our Sannong Loans were RMB783.2 billion, representing 29.4% of our total loans. Our Sannong
Loans grew at a CAGR of 38.0% from 2013 to 2015.

We serve retail, small and micro enterprises and Sannong customers with evolving needs for
financial services, which has not only contributed to our higher business growth rate than peers, but
also led to our superior loan pricing capabilities. From 2013 to 2015, the CAGR of our total assets,
total deposits and total loans was 14.4%, 10.0% and 28.7%, respectively, higher than the average
CAGR 0of 9.6%, 6.0% and 9.5% of the other Large Commercial Banks, respectively. The average yield
of our total loans was 7.14%, 6.97% and 6.24% for 2013, 2014 and 2015, respectively, higher than the
other Large Commercial Banks’ average of 5.77%, 5.83% and 5.38%. We are committed to growing
with our customers and thus benefit from development opportunities brought by China’s economic
transformation.

Superior asset quality and prudent risk management

We have a unique and sound asset structure. Firstly, a large portion of our assets are low-risk and
capital-efficient. As of March 31, 2016, cash and deposits with the PBOC and deposits and placements
with other banks and financial institutions accounted for 23.1% of our total assets; and investment
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securities, primarily including government bonds and debt securities issued by policy banks and other
financial institutions, accounted for 37.8% of our total assets. Secondly, loans to customers accounted
for a small percentage of our total assets which gives us flexibility to adjust our asset structure in
response to China’s economic transformation. As of March 31, 2016, our total loans accounted for
only 34.6% of our total assets, much lower than the other Large Commercial Banks’ average of 53.8%.
Thirdly, we have a high-quality interbank investment portfolio with no defaults during the Track
Record Period.

Adhering to our credit business strategy focusing on retail lending, we have a balanced loan
portfolio structure and limited credit exposure to high-risk sectors. As of March 31, 2016, personal
loans, corporate loans and discounted bills accounted for 48.7%, 38.6% and 12.7% of our total loans,
respectively. We have limited credit exposure to high-risk areas such as over-capacity industries, local
government financing vehicles and the real estate industry. As of March 31, 2016, (i) loans to
over-capacity industries accounted for only 2.5% of our total loans with a NPL ratio of 0.34%; (ii)
loans to local government financing vehicles accounted for only 4.0% of our total loans with a NPL
ratio of nil; and (iii) corporate loans to the real estate industry accounted for only 1.5% of our total
loans with a NPL ratio of 0.04%.

We strictly comply with regulatory standards on classification of special mention loans and
NPLs, and we believe our classification criteria for personal loans are stricter than regulatory
requirements. As a result, we believe our data relating to NPLs are accurate indicators of our credit
asset quality. As of December 31, 2015, (i) our ratio of special mention loans to total loans and to
NPLs was 1.50% and 186.1%, respectively, while the average of the other Large Commercial Banks
was 3.43% and 206.7%, respectively; and (ii) our ratio of overdue loans to NPLs was 123.3%, while
the other Large Commercial Banks’ average was 151.9%. As of December 31, 2013, 2014 and 2015,
(i) our NPL ratio was 0.51%, 0.64% and 0.80%, respectively, and (ii) our overdue loan ratio was
0.60%, 0.82% and 0.99%, respectively, all of which were lower than those of the other Large
Commercial Banks as of the same dates. As of March 31, 2016, our NPL ratio of loans to large-sized
enterprises was only 0.01%, and we had no NPL for discounted bills. We are able to maintain superior
asset quality in the rapid development of our credit business. From 2013 to 2015, the migration ratio
of our special mention loans was 1.5%, 3.8% and 6.5%, respectively, lower than the other Large
Commercial Banks’ average of 11.6%, 13.3% and 23.6% during the same periods. We have sufficient
allowance for impairment losses on our loans. As of December 31, 2013, 2014 and 2015, our
allowance coverage ratio was 382.94%, 364.10% and 298.15%, respectively, higher than that of the
other Large Commercial Banks as of the same dates.

Our superior asset quality reflects our continually improved risk management capabilities. We
take a prudent approach to risk, which is best reflected in our risk philosophy: “moderate risk,
reasonable return and steady operation.” With goals to maximize risk-adjusted returns and maintain
sound capital adequacy, we have established a comprehensive risk management system covering credit
risk, market risk, operational risk, liquidity risk, legal and compliance risk, information technology
risk and reputational risk. We have integrated risk management in all aspects of our organizational
structure and fostered a culture that runs through our entire organization in which risk management
is everyone’s responsibility. Our prudent risk management is also demonstrated in the following
respects:
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° We adhere to a “barbell” strategy for our loan portfolio, pursuant to which large-sized
enterprises and retail and small enterprise customers are our major target customers when
we extend loans. As of March 31, 2016, our consumer loans and our small and micro
enterprise loans accounted for 53.0% of our total loans, and the average size of small and
micro enterprise loans is small, which effectively lowers our credit risk with a diversified
loan portfolio. As of the same date, our loans to large-sized enterprises accounted for 26.5%
of our total loans. Substantially most of the borrowers of our loans to large-sized
enterprises are quality companies with high credit ratings, primarily including large
infrastructure projects, state-owned enterprises or industry-leading enterprises. We have
centralized the credit approval authority for loans to large-sized enterprises at our head
office, which enables us to effectively manage credit risk for such loans.

° We have developed specialized retail credit techniques. Through collaboration and
communications with international institutions including GIZ and Bank Rakyat Indonesia,
we have adopted advanced international practices in the context of China’s unique lending
conditions. We apply credit risk management tools and techniques on small and micro
enterprise loans and personal loans, including regional credit approval policies,
whole-cycle tests, site visits by two client managers, cross check of borrowers’ information
from multiple sources and relationship-oriented credit investigation techniques, among
others. We are also cooperating with FICO on the establishment of client scoring system.

° We seek to apply IT technologies to strengthen our risk management, optimize our risk
measurement models, and improve our risk alert system.

A strong deposit franchise and significant funding advantage

As of December 31, 2015, our total customer deposits and personal deposits ranked fifth and
fourth among PRC commercial banks, respectively. As of March 31, 2016, our total customer deposits
and personal deposits amounted to RMB6,732.4 billion and RMB5,817.5 billion, respectively. Even
in the context of interest rate liberalization and the emergence of Internet finance in China, we have
achieved a stable growth in our customer deposits. From 2013 to 2015, the CAGR of our total
customer deposits, personal deposits and corporate deposits was 10.0%, 9.0% and 17.2%, respectively,
higher than those of other Large Commercial Banks for the same period. We are the only Large
Commercial Bank with a constantly-increasing market share of personal deposits from 2013 to 2015.
Our incremental personal deposits in 2015 ranked third among PRC commercial banks, and those in
Anhui, Henan, Hubei, Hunan and Chongqing ranked first among local branches of Large Commercial
Banks and nationwide joint-stock commercial banks, according to the PBOC.

Our stable funding sources and low funding costs give us significant competitive advantages.
Firstly, customer deposits are our main source of funding. As of December 31, 2013, 2014 and 2015,
our customer deposits accounted for 95.8%, 94.9% and 89.7% of total liabilities, respectively, higher
than the other Large Commercial Banks’ average of 81.6%, 79.1% and 77.2%. Secondly, personal
deposits are our main source of customer deposits. As of December 31, 2013, 2014 and 2015, our
personal deposits accounted for 87.2%, 86.7% and 85.4% of total customer deposits, respectively,
higher than the other Large Commercial Banks’ average of 45.4%, 45.5% and 45.6%. Thirdly, we
obtain a large amount of stable and low-cost corporate deposits through providing payment and
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settlement services to various large-sized national enterprises. As of December 31, 2013, 2014 and
2015, our corporate demand deposits accounted for 74.9%, 71.9% and 67.2% of total corporate
deposits, respectively, higher than the other Large Commercial Banks’ average of 56.9%, 55.3% and
55.5%. Benefiting from the foregoing factors, in 2013, 2014 and 2015, our average cost of
interest-bearing liabilities was 2.00%, 2.02% and 1.94%, respectively, lower than the other Large
Commercial Banks’ average of 2.10%, 2.23% and 2.08%.

Our adequate funding sources effectively support our credit and treasury businesses. Our
loan-to-deposit ratio increased from 28.67% as of December 31, 2013 to 39.20% as of December 31,
2015 and further increased to 39.60% as of March 31, 2016, demonstrating strong potential for future
growth of our credit business. We are one of the most active participants in China’s interbank market.
In 2015 and for the three months ended March 31, 2016, we had a trading volume of RMB34,352.7
billion and RMB10,315.9 billion settled through China Central Depository & Clearing Co., Ltd.,

respectively, ranking third and second among PRC commercial banks, respectively.

As one of the major participants with pricing power in the mid- and long-term funding in China’s
financial market, we are adept at capturing opportunities created by the funding cost fluctuations in
the financial market, which brings our treasury business a higher interest spread and generates sound
capital-efficient returns. In 2013, 2014 and 2015, the average yield on our amounts due from banks
and other financial institutions was 4.98%, 5.49% and 4.87%, respectively, higher than the other Large
Commercial Banks’ average of 3.63%, 4.23% and 3.40%.

Our solid deposit base is an engine for our future business growth. Leveraging our deposit
business as the basis to acquire customers, we are able to lower customer acquisition cost, improve
customer stickiness and conduct cross-selling, which enables us to gradually expand the financial

products and services used by our customers beyond the deposit service.

Advanced information technology capabilities providing comprehensive support for business

development

We have leading information technology capabilities. Our computer network has the broadest
coverage and largest number of connected outlets among PRC commercial banks. Among the Large
Commercial Banks in China, we are a pioneer in adopting a core banking system based on an open
platform, minicomputer clustering technology and distributed architecture. Our core banking system
is highly stable, highly scalable and cost-efficient. With a distributed architecture which is one of the
core technologies of the cloud platform, our system is more suited to achieving cloud migration as
compared with our peers, which is in line with the development of Internet finance and the information
technology transformation of China’s banking industry. In 2015, the average success rate of our
system was 99.8% and our cross-bank transaction success rate was 99.7%, ranking first among Large
Commercial Banks in China, according to China Union Pay data. On 2015 Singles Day, our system
successfully handled the huge transaction volume during peak hours while the number of transactions
on the Taobao e-commerce platform doubled compared to that in the previous year, and the number

of transactions we processed on that day ranked fifth among the PRC commercial banks.
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We have advanced capabilities of applying big data and cloud technology. We have built a hybrid
big data platform with “data warehouse & distributed database under Hadoop architecture,” which has
the largest amount of customer-related data among PRC commercial banks. Through highly integrated
data processing, our big data platform lays the technical groundwork for capturing customer value,
optimizing risk management, and implementing refined financial management. We have established an
Internet finance platform. Leveraging the big data technology, we carry out research on a combination
of information, including customers’ transaction behavior, repayment ability, household income,
consumption habits, activity track and credit records, to implement cross-selling and targeted
marketing and conduct quantitative risk analysis to improve our ability to address customer needs and
enhance user experience. We have successfully migrated the electronic banking functions of our
channel management system and PSBC Consumer Finance’s system to the cloud, and will swiftly
migrate other businesses to the cloud. Since the launch of our cloud platform, transactions through our
cloud platform accounted for approximately 38% of our total transactions on a daily average basis,
with a daily average of approximately 26 million transactions processed in the cloud, which makes our

system more flexible.

Our strong information technology innovation capabilities drive the comprehensive development
of our businesses and improve our service performance and operational efficiency. At the front office,
we have applied Internet technology to promote Mobile Business Development. Our client managers
use secured mobile terminals, anytime and anywhere, for paperless operations including pre-loan
investigations of customers and post-loan management, which improves processing efficiency. At the
middle office, we have adopted big data technology, re-configured the credit approval process and
built models tailored for certain products, channels and industries, with certain credit products being
approved and disbursed automatically to improve operational efficiency. At the back office, we have
built a data-oriented customer scoring model and credit risk measurement model based on data mining
and analysis, which allows us to collectively integrate and share credit risk information and enhances
our risk monitoring and warning system. Based on Internet finance technology, we have established
a comprehensive electronic banking system consisting of mobile banking, online banking and

“Weibank,” which has become the main channel for daily transactions.

Strong support from our controlling shareholder and extensive cooperation with our Strategic
Investors

China Post Group is our controlling shareholder and ranked 143rd among the Fortune Global 500
companies in 2015. Its three segments include postal services, financial services and express delivery
and logistics. In its financial services segment, it has obtained licenses for insurance and securities
businesses. As a large wholly state-owned conglomerate, it is widely recognized for business flows of
goods, funds and information. We have established a principal-agent relationship with China Post
Group, which is stable, transparent, fair and mutually beneficial. We can leverage its extensive
network throughout the country to better serve our customers. China Post Group also provides a
platform which enhances our connection with its other financial subsidiaries through cross-selling,
resource sharing and mutually-beneficial cooperation. In addition, with government-backed credibility
and brand awareness, China Post Group offers strong reputational support to our business

development.
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We proactively collaborate with China Post Group in various ways to provide customers with
more diversified and convenient services. For example, China Post Group has established a rural
e-commerce service system based on small-scale supermarkets in County Areas and provides
corresponding logistics services. The operators of such small-scale supermarkets assist farmers in
nearby areas to conduct transactions on the rural e-commerce platform. Through those small-scale
supermarkets, we provide farmers in nearby areas with services primarily including small amount cash
withdrawals, bank account opening, fee payment and top-up, as well as collection and payment agency
services. In addition, based on the e-commerce transaction data of the small-scale supermarkets, we
provide the operators with an online loan product “Shop Owner Loan (¥ £)” to meet their working
capital demands. This is a new business model for Sannong Finance Services initiated by China Post

Group and us under our close cooperation.

In December 2015, with the objective of “introducing capital, best practices, resources,
technology and know-how,” we successfully diversified our ownership structure through the
introduction of ten Strategic Investors, namely UBS, China Life, China Telecom, CPPIB, Ant
Financial, JPMorgan, FMPL, IFC, DBS Bank and Shenzhen Tencent. We have a diversified
combination of Strategic Investors and will leverage their respective experience and resources to help
accelerate our future growth. We actively promote strategic cooperation with our Strategic Investors
in areas such as retail finance, wealth management and financial markets businesses, as applicable.
Leveraging our Strategic Investors’ experience and strengths in the areas of corporate governance,
business innovation, information technology and risk management, as applicable, we have access to
advanced know-how and resources that will improve our overall management capability and operating
efficiency. This cooperation helps us better adapt to the changing market environment and meet the

needs of our customers. Our cooperation arrangements with our Strategic Investors include:

° Corporate governance: Leveraging IFC’s diagnostic and analytical tools to improve

corporate governance mechanism.

° Channel optimization: Leveraging JPMorgan’s support to further promote transformation of

our outlets.

° Retail finance: Cooperating with Ant Financial, Shenzhen Tencent and WeBank to establish

online consumer finance services.

° Wealth management: Learning from and interacting with UBS and DBS Bank to develop

our wealth management system.

° Risk management: With assistance from JPMorgan, refining the plan to improve our risk

management capability.
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Experienced management team and talented and motivated employees

Our senior management team is visionary and experienced in the industry. The team has
background in banking, postal finance and financial regulation, is professionally experienced in the
management of financial institutions, and gives us unique advantages for strengthening cooperation
with China Post Group. Mr. Li Guohua, our chairman, has over 30 years of work and management
experience in the postal and financial industries. Mr. Li previously served as the deputy post master
general of the State Post Bureau and is now the president of China Post Group. Mr. Li was named as
one of the “Top Ten PRC Entrepreneurs of 2014” and “Top Ten Financial Figures of 2014 in China.”
Mr. Lyu Jiajin, our president, has nearly 30 years of work and management experience in the postal
and financial industries. He has served as the deputy director general of the Postal Savings and
Remittance Bureau of the State Post Bureau and as our vice president. Mr. Chen Yuejun, our chairman
of the Board of Supervisors, has over 30 years of experience in the financial industry and financial
regulation. He previously served in several senior positions in various regulatory agencies including
the PBOC and the Finance Office of the People’s Government of Sichuan Province. Most of our
management team have worked for us since our establishment, served in several internal positions and
played a key role in our development. A stable management team effectively safeguards the coherent

implementation of our strategies and the continuous development of businesses.

We have devoted considerable resources to employee recruitment and training, and we have a
team of talented and motivated employees who can develop and grow with us. Reflecting our
distinction as the youngest Large Commercial Bank, our team is young and capable of embracing
innovation and changes in the banking industry. As of March 31, 2016, the average age of our
employees was 35 and 69.3% of our employees were 40 years old or below. We are currently in our
growth stage with strong development potential and continue to broaden channels for employees’
promotion by providing them with a well-established career development platform. Since 2014, we
have attracted talents with broad banking management experience by carrying out our nationwide
“recruitment of a thousand talents (- AK#H¥)” program. By further strengthening our cooperation
with Strategic Investors, we continue to establish training systems and endeavor to improve the

professionalism of our employees.
OUR STRATEGIES

Our strategic vision is to become the most trusted and valuable first-tier large retail bank. Based
on our 505 million retail customers and 40,057 outlets, we will continually expand and develop
various high-quality financial products and services to deepen customer penetration and enhance
customer retention. Through our cooperation with a variety of institutions including China Post Group
and our Strategic Investors, we will build up a financial ecosystem serving vast retail customers in
China through cross-selling and scenario-based “Internet+” initiatives to meet their growing and

evolving financial needs and demand for non-financial value-added services.

Our strategic goal is to achieve sustainable growth while providing a competitive return for our

Shareholders. We seek to achieve our goal through the following strategies.
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Pursue our philosophy of “One Body Two Wings” to solidify the strengths of our core business and

further develop new businesses

As China’s economy continues to transform, retail banking business will become the most
important growth engine for China’s banking industry. We regard our retail banking business as our
main body and our corporate banking business and treasury business as two wings to reinforce the
competitive edge of our core business and to promote the upgrade of our business capabilities. We will
actively develop our fee- and commission-based businesses to diversify our revenue sources in
response to evolving customer needs and market environment and cope with the challenges arising out

of interest rate liberalization.

Strengthen and upgrade retail banking business

Retail banking business is the foundation of our Bank. We will implement the following
strategies to comprehensively reinforce and upgrade our retail banking business, and further enhance

our leading position:

° We plan to implement customer segmentation and matrix management of retail customers
to optimize the structure of our customer base, carry out targeted marketing, further capture
customer value, strengthen cross-selling, improve customers’ overall contribution and

enhance the economies of scale of retail customers.

° We will proactively develop our consumer finance business by going beyond the consumer
credit business to offering comprehensive consumer financial services. We will provide
all-round and integrated services to our customers by solidifying our existing business
advantages in residential mortgage loans, adapting our consumer loan product portfolio to
residential consumption structure and asset allocation structure and steadily developing
PSBC Consumer Finance. We will strengthen our cooperation with e-commerce platforms,
develop scenario-based consumer financial products and utilize big data technologies to

expand our customer base and strengthen our customer acquisition capability.

° We will upgrade our ability to serve small and micro enterprises. By leveraging the
operations of our specialized branches and comprehensive services and in response to the
PRC government’s strategies to encourage entrepreneurships and innovation, we will
expand our cooperation with governments, strengthen financial services for SMEs in the
people’s livelihood sector, and develop our Internet finance business.

° We will continue to optimize our business model of Sannong Finance Services, expand
financial services for the modern agriculture sector and improve service capabilities. We
intend to use mobile devices and the Internet to provide services to our customers, apply
the new generation retail credit factory technology, and increase our efforts to cooperate
with governments, industry associations, corporations, guarantee companies and insurance

companies.
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° We will conduct multi-level cooperation with Strategic Investors such as JPMorgan and IFC
in retail finance, consumer finance, small and micro enterprise banking services and rural
finance pursuant to the relevant strategic cooperation agreements. We will also explore
credit technology innovation by cooperating with Ant Financial and Shenzhen Tencent in
the fields of payment settlement, scenario-based business promotion, services for
merchants and credit business.

Develop corporate banking business with synergy effects

We will leverage the strengths of our distribution network, customer base and funding base to
expand our corporate banking business and achieve coordinated development of corporate banking
business, retail banking business and treasury business, improving the contribution of corporate

banking business to our transformation and development. Specific measures include:

o We will encourage collaboration between our corporate and retail banking businesses based
on our market position and corporate customers’ needs to promote synergy and cross-selling
between these two business lines and increase customers’ aggregate revenue contribution.

° We will enhance our integrated marketing system and high-quality marketing team. Based
on our customer segmentation in terms of industry, business scale and demand for services,
we will set up marketing teams with members across departments and hierarchies and

conduct coordinated marketing in order to improve our customer and product coverage.

° We plan to cooperate with UBS, JPMorgan and DBS Bank, where applicable, through
experience sharing, training and technological support to improve our capabilities of
customer development, product design and operational management.

Transform and innovate treasury business

While satisfying all capital and liquidity management requirements, we will promote the steady
development, transformation and innovation of our treasury business, solidify and improve our

involvement and earnings in various financial markets. Specific measures include:

° We will adapt to the changing trend of financing channels and promote the transformation
and upgrade of our treasury business. We aim to become a major hub of funding on the
interbank market, a marketplace of investment and financing projects, an information
center of treasury operations, and a market leader in product innovation in the interbank

business.
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° We will build a leading asset management business in China. We will strengthen investment
research capabilities and expand our investments in products available on all types of
markets, including bonds, stocks, commodities, foreign exchange, and derivatives, among
others. We will take advantage of our channels to further improve cooperation with
financial institutions including securities companies, fund managers, insurance companies,
asset management companies, trust companies, futures companies and private equity
companies to enhance our investment capability.

° We plan to cooperate with our Strategic Investors such as UBS and JPMorgan in the fields
of, where applicable, (i) the trading of financial products such as interest rates, exchange
rates, credit and commodities, as well as other financial products and derivatives, (ii) bond
investments, (iii) alternative investments and (iv) asset management.

Accelerate growth for fee- and commission-based businesses

In addition to strengthening traditional fee- and commission-based businesses such as settlement
and collection and payment agency services, we will focus on the following areas based on customers’
demand to cultivate and create new profit drivers for fee- and commission-based businesses:

° We will rapidly develop our credit card business and improve our capabilities in the
management and operation of such business.

° We will broaden the portfolio of available investment products and strengthen product
innovation, satisfying wealth management needs for retail and corporate customers. We will
strategically focus on the asset management business among our fee- and commission-based
businesses in order to achieve substantial development of this business.

° We will further develop our investment banking business by actively pursuing bond
underwriting, investment advisory and asset securitization businesses. To expand our
financial advisory business, we will leverage our project financing and merger and
acquisition financing capabilities.

° We will promote our trade finance and cash management business and maintain sustainable
growth of our custodian assets.

° We will improve our ability to expand businesses such as wealth management, investment
banking and credit cards by leveraging our cooperation on products and training with
Strategic Investors such as UBS, JPMorgan and DBS Bank, where applicable.

Upgrade our fundamental capabilities and achieve sustainable development

In concert with China’s economic transformation, China’s banking industry is transforming from
a resource-driven pattern to a management-driven pattern, leveraging new technologies and business
models. In recent years, with the rise of Internet finance, alternative sales channels and alternative
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products will drive the profound reform of the financial industry. Against this backdrop, we will
actively capture the development opportunity of Internet finance, re-engineer business processes and
improve operational efficiency. At the same time, we will continue to strengthen our risk and capital
management capabilities, and promote the sustainable development of our business.

Fully develop our distinct “online + offline” Internet financial services platform

We will strive to explore the new “online + offline” integrated development model, create a
distinct Internet financial services platform, and continually improve our business operation and
customer service capabilities. Specific measures include:

° We will promote the establishment of an Internet finance cloud platform to establish new
generation systems for mobile banking, online banking, website and self-service banking.
We will increase the diversity of financial products for mobile banking, such as small
enterprise mobile banking, further improve the functions of Mobile Business Development,
and actively explore the establishment of a mobile payment system. We will speed up the
development of mobile based services, accelerate the digitalization process of our outlets,
and enhance the research and development, equipping, application and promotion of new
self-service equipment.

° We will deepen our cooperation with Ant Financial and Shenzhen Tencent in Internet
finance and mobile finance to improve customer experience and strengthen our service
capability.

Enhance cost control and improve operational efficiency

We will further enhance cost control and improve operational efficiency. We intend to adopt the
following measures:

° We will reasonably allocate resources to effectively control the costs associated with the

major operational processes including outlet operations, equipment and employees.

° We will promote transformation of outlets, divide outlets into categories for differentiated
management and optimize distribution of outlets. While setting up a certain number of
comprehensive outlets, we will scale down the size of some outlets based on customers’
needs to improve efficiency. We will strengthen technical support to promote the
replacement of traditional counter business with electronic banking business and reduce
costs through intelligent and electronic operations. We will cooperate with JPMorgan to
further promote the transformation of our outlets.

° We will optimize business processes to build a bank with efficient processes. We will fully
promote the integration and optimization of operational procedures on a customer-oriented
basis, focusing on core processes such as operation management, credit approval and
business processing.
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° We will promote the development of the new generation retail credit factory, which enables
us to build standardized and efficient business processes. We will centralize credit review
and approval process to our head office and tier-1 branches, streamline our retail credit
operations, and reduce hierarchies. We will establish data-driven credit scoring models and
techniques to improve our capabilities of risk control and customer selection and
acquisition. We will construct a product management platform to flexibly and rapidly

launch products and quickly respond to customers’ requests.

Continually enhance risk and capital management capabilities

We will continually enhance our comprehensive risk management system by improving our risk
management organizational structure and adopting additional risk management methods and measures,
so as to enhance our overall risk management capabilities on an on-going basis. We strengthen our
capital management capabilities to provide capital support for our sustainable development of
business in the future. Specific measures include:

° We will strengthen our comprehensive risk management capability, optimize the
management system of our risk appetite policies, improve the organizational structure for
risk management, form a quantitative-based risk management tool, strengthen risk

monitoring and improve the mechanism of risk evaluation, assessment and accountability.

° We will improve our risk management information system, solidify our risk management
data infrastructure, strengthen data governance and further promote the construction of

information system for managing credit risk, market risk and operational risk.

° We will enhance capital management, improve our capital constraint mechanism, strengthen
our capital adequacy assessment and further promote the application of risk measurement

results in operations and management.

° Through cooperation with Strategic Investors such as UBS, JPMorgan and IFC on risk
management, we aim to improve our risk management structure, optimize our risk

management system and enhance our risk management capabilities, as applicable.

Adhere to the “technology-led” strategy

We will adhere to a technology-led business development strategy, considering IT construction
as one of our core competitive attributes, in order to provide comprehensive IT support for our

sustainable development. Specific measures include:

° We will promote platform and cloud migration of our system and establish a corporate IT

system by using technologies such as cloud computing, big data and mobile computing.
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° We will establish a “Smart Bank.” We will establish a big data platform focusing on
“customer experience” and “intelligence,” which will promote data convergence and
integration covering all business processes. We will establish a number of data marts in
different fields, introduce stream computing technology, high-performance computing and
machine learning technologies, and create a model library for risk and credit investigation
in order to enhance our data analysis capabilities.

° We will take full advantage of our technology innovation laboratory to continually extend
technology innovation in our business. We will further integrate information technology
into our business development so as to effectively support our business development and

innovation which will enhance our service capabilities and operational efficiency.

° We will cooperate with Ant Financial, Shenzhen Tencent, JPMorgan and UBS on
information system development, IT planning, IT governance, finance cloud computing and
big data application, as applicable.

Promote talent management strategy

We believe that the recruitment, retention, motivation and nurturing of talented and experienced

professionals are critical to our success. We plan to cultivate talent in the following ways:

° We will strengthen our performance-based incentive mechanism. We will establish a
remuneration system commensurate with position and performance, which can motivate our

employees in a scientific, reasonable and effective manner.

° We will optimize our employee composition. Through internal development programs and
lateral hires, we will establish a multi-level and extensive talent cultivation system with an
objective of attracting, encouraging and nurturing employees and broadening their access

to growth and development opportunities.

° Where applicable and practicable, we will cooperate with Strategic Investors to carry out
management and employee exchange and training programs, promote the establishment of
a remuneration and incentive mechanism for senior management and enhance our
capabilities in the areas of remuneration management, performance management, talent

acquisition and the establishment of a career development system.
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OUR PRINCIPAL BUSINESSES

Major Business Segments

Our major business segments consist of personal banking, corporate banking and treasury

business. The table below sets forth our operating income by business segment for the periods

indicated.

For the three months

For the year ended December 31, ended March 31,

2013 2014 2015 2016
Amount % of total Amount % of total Amount % of total Amount % of total
(in millions of RMB, except percentages)

Personal banking ....... 103,742 71.4% 115,235 66.3% 128,204 67.3% 33,982 71.5%

Corporate banking ..... 28,182 19.4 31,508 18.1 33,648 17.6 8,983 18.9

Treasury business ...... 13,032 9.0 26,779 15.4 28,341 14.9 4,468 9.4

Others™ ..ol 278 0.2 353 0.2 440 0.2 81 0.2

Total operating
income ................... 145,234 100.0% 173,875 100.0% 190,633 100.0% 47,514 100.0%

(1)  Consists primarily of income and expenses that are not directly attributable to any specific business segment.

Personal Banking Business

Overview

Personal banking is the foundation of our Bank and our primary source of operating income. We
provide a wide range of products and services to individual customers, including Renminbi and
foreign currency deposits, loans, bank cards, as well as fee- and commission-based products and
services including Renminbi and foreign currency settlement, collection and payment agency services,
foreign exchange, wealth management, bancassurance, and distribution of fund products, PRC
government bonds and precious metals, and other products and services.

As of March 31, 2016, our retail service network had the largest number of outlets and the widest
geographical coverage among PRC commercial banks, including 8,301 directly-operated outlets and
31,756 agency outlets. In addition, we have developed a multi-access electronic banking system
consisting of online banking, mobile banking, self-service banking, telephone banking, TV banking
and “Weibank.” Through our complementary “online + offline” service network, we provide

high-quality services to 505 million retail customers.

— 215 —



BUSINESS

Our personal banking business has grown rapidly in recent years. As of December 31, 2013, 2014
and 2015 and March 31, 2016, our personal loans were RMB733.2 billion, RMB963.1 billion,
RMB1,222.6 billion and RMB1,298.1 billion, respectively, representing 49.1%, 51.3%, 49.4% and
48.7% of our total loans, respectively, a higher proportion than those of other Large Commercial
Banks. Our personal loans grew at a CAGR of 29.1% from 2013 to 2015. As of December 31, 2013,
2014 and 2015 and March 31, 2016, our personal deposits were RMB4,537.5 billion, RMB5,032.3
billion, RMB5,386.6 billion and RMB5,817.5 billion, respectively, representing 87.2%, 86.7%, 85.4%
and 86.4% of our total deposits, respectively. Our personal deposits grew at a CAGR of 9.0% from
2013 to 2015. In 2013, 2014 and 2015 and for the three months ended March 31, 2016, operating
income generated from our personal banking business was RMB103.7 billion, RMB115.2 billion,
RMB128.2 billion and RMB34.0 billion, respectively, representing 71.4%, 66.3%, 67.3% and 71.5%
of our total operating income, respectively. Operating income from our personal banking business
grew at a CAGR of 11.2% from 2013 to 2015. In 2013, 2014 and 2015 and for the three months ended
March 31, 2016, profit before income tax of our personal banking business was RMB17.5 billion,
RMB16.5 billion, RMB19.0 billion and RMB6.3 billion, respectively, representing 50.0%, 42.0%,
46.0% and 43.8% of our total profit before income tax, respectively.

Customer Base

We have the largest number of retail customers among PRC commercial banks. As of March 31,
2016, we provided financial services to 505 million retail customers, accounting for more than
one-third of China’s population.

We believe that the composition of our retail customers is more distinctive than that of the other
Large Commercial Banks in China. We are one of the major commercial banks serving retail customers
in Urban Areas, and have built a solid retail customer base in Central China and Western China as well
as County Areas. As of March 31, 2016, 49.8% of our retail accounts were located in Central China
and Western China and 70.1% of our retail accounts were located in County Areas. Compared with
economically-developed areas and Urban Areas, the demand for financial services in Central China
and Western China as well as County Areas is expected to grow much faster due to the relatively
under-developed banking infrastructure. The broad coverage of our outlets in such areas has laid a
foundation for the further development of our business, and we proactively explore customer needs for
financial services in these areas. As of March 31, 2016, 50.06 million of our retail customers whose
personal financial assets with us equaled or exceeded RMB10,000 were using four or more types of
our products.

We divide our customers into four categories including ordinary customers, gold-level
customers, platinum-level customers and diamond-level customers and provide differentiated products
and services according to their different demands. Our customer segmentation is primarily based on
each customer’s personal financial assets and loan balances with us (collectively “consolidated
assets”). We usually classify customers with consolidated assets less than RMB100,000 as ordinary
customers, customers with consolidated assets of RMB 100,000 or more but less than RMB500,000 as
gold-level customers, customers with consolidated assets of RMBS500,000 or more but less than
RMB2,000,000 as platinum-level customers, and customers with consolidated assets of
RMB2,000,000 or more as diamond-level customers. Gold-level, platinum-level and diamond-level
customers are collectively our VIP customers.
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We consistently focus on retaining and serving VIP customers in order to drive the growth in
their financial assets with us. As of December 31, 2013, 2014 and 2015, the number of our VIP
customers was approximately 11.61 million, 14.91 million and 17.72 million, respectively,
representing a CAGR of 23.5% from 2013 to 2015. As of March 31, 2016, the number of our VIP
customers was 19.28 million. As of December 31, 2013, 2014 and 2015 and March 31, 2016, our VIP
customers’ aggregate financial assets with us were RMB2,314.9 billion, RMB2,877.5 billion,
RMB3,543.9 billion and RMB4,007.3 billion, respectively, representing 43.7%, 47.1%, 51.4% and
53.2% of the total financial assets of our retail customers, respectively. Our VIP customers’ aggregate
financial assets with us grew at a CAGR of 23.7% from 2013 to 2015.

Products and Services

Personal Loans

We provide a variety of personal loan products consisting of consumer loans (including
residential mortgage loans and other consumer loans), personal business loans, micro loans, credit
card overdrafts and others. As of December 31, 2013, 2014 and 2015 and March 31, 2016, our personal
loans were RMB733.2 billion, RMB963.1 billion, RMB1,222.6 billion and RMB1,298.1 billion,
respectively, representing 49.1%, 51.3%, 49.4% and 48.7% of our total loans, respectively. Our
personal loans grew at a CAGR of 29.1% from 2013 to 2015. The table below sets forth our personal
loans by product type as of the dates indicated.

As of December 31, As of March 31,
2013 2014 2015 2016
% of % of % of % of
Amount total Amount total Amount total Amount total

(in millions of RMB, except percentages)

Consumer loans:
Residential
mortgage loans..... 297,846 40.6% 402,668 41.8% 577,256 47.2% 640,359 49.3%

Other consumer

loans........ccccuueenen. 55,053 7.5 108,247 11.2 159,683 13.1 169,949 13.1
Personal business
loans ....ooveveveineinnnn. 237,486 32.4 286,971 29.8 304,930 24.9 303,460 23.4
Micro loans ................ 123,719 16.9 134,477 14.0 136,207 11.2 138,876  10.7
Credit card overdrafts
and others ............... 19,074 2.6 30,703 3.2 44,494 3.6 45,439 3.5

Total personal loans.. 733,178 100.0% 963,066 100.0%1,222,570 100.0%1,298,083 100.0%
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We are establishing the new generation retail credit factory model, which integrates advanced
management concepts and information technology, and this model enables us to improve the
operational efficiency and risk management of our consumer loans, personal business loans and micro
loans businesses through standardized operations, automated decision making and streamlined
management. We launched our Mobile Business Development system in 2015. Our client managers use
a secured mobile network terminal for paperless operations such as pre-loan due diligence and
post-loan management. Recently, we constructed a data-driven scoring model, which will complement
our expert and hybrid scoring models, contributing to risk identification, monitoring and alert system
for our loan business.

From 2008 to 2010, we cooperated with GIZ, a company representing the German government
to carry out technical assistance projects in developing countries, on “Micro Loans and Retail Banking
Business Project.” The experts from GIZ provided advice and training in many areas, including the
products and applications, credit techniques, risk management and information technology of micro
loans and personal business loans. We adopt relationship-oriented credit techniques in our micro loans
and personal business loans business, combining the micro-credit know-how acquired from GIZ with
the actual operating environment of small and micro enterprises in China. In particular, in the course
of pre-loan investigation, we focus on cross checking a loan applicant’s information from multiple
sources. In addition to the information we collect from our pre-loan investigation, we also consider
customer information available on the websites of the PBOC, SAIC, courts, tax authorities and other
authorities, as well as local enterprise credit information public platforms in order to fully verify the
credit status and operating status of applicants.

Consumer Loans

We market our consumer loans under the brand “Jia Xin Jia Mei ({5 %3%).” We have developed
a variety of consumer loan products, which satisfy customer financing demands for various
consumption purposes. Leveraging our “online + offline” distribution channel, we make our services
available across the spectrum of consumer finance transactions including house purchase, car
purchase, education, leisure and senior care and have developed customized products to improve
customer experience. We focus on the emerging needs of our high-quality customer group and young
customer group and are actively expanding our personal consumer loan business into consumer
finance related to rural areas, energy saving and environmental protection, and senior care. As of
December 31, 2013, 2014 and 2015 and March 31, 2016, the weighted average contractual interest rate
of our consumer loans was 6.34%, 6.64%, 6.07% and 5.08%, respectively.

Residential Mortgage Loans

We provide our customers with residential mortgage loans for their purchases of new and
second-hand properties. Our residential mortgage loans are secured by the underlying properties being
purchased and have a term up to 30 years. As of December 31, 2013, 2014 and 2015 and March 31,
2016, our residential mortgage loans were RMB297.8 billion, RMB402.7 billion, RMB577.3 billion
and RMB640.4 billion, respectively, representing 40.6%, 41.8%, 47.2% and 49.3% of our total
personal loans, respectively. Our residential mortgage loans grew at a CAGR of 39.2% from 2013 to
2015. As of December 31, 2013, 2014 and 2015 and March 31, 2016, the weighted average contractual
interest rate of our residential mortgage loans was 6.06%, 6.28%, 5.74% and 4.77%, respectively.
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Other Consumer Loans

In addition to residential mortgage loans, we provide other consumer loans for retail customers
and their families, including credit line consumer loans, personal auto loans, personal commercial
properties loans and education loans. The maximum term of other consumer loans is 10 years.

As of December 31, 2013, 2014 and 2015 and March 31, 2016, other consumer loans were
RMBS55.1 billion, RMB108.2 billion, RMB159.7 billion and RMB169.9 billion, respectively,
representing 7.5%, 11.2%, 13.1% and 13.1% of our personal loans, respectively. Other consumer loans
grew at a CAGR of 70.3% from 2013 to 2015. As of December 31, 2013, 2014 and 2015 and March
31, 2016, the weighted average contractual interest rate of other consumer loans was 7.85%, 7.99%,
7.30% and 6.26%, respectively. As of March 31, 2016, the average balance of each other consumer
loan was approximately RMB152,900.

We actively develop scenario-based Internet finance products. We cooperated with Ant Financial
and Alibaba’s Tmall to conduct the business of “Instant Auto Loan (EE#}4¥)” which was launched in
June 2016. This product has connected our business system with external e-commerce platforms,
which enables consumers to apply for loans on such online platform directly when purchasing cars on
e-commerce platforms. Our personal credit system is able to receive and handle the online loan
applications passed from e-commerce platforms, review and approve loan applications and extend
loans.

Personal Business Loans

We provide personal business loans to small and micro business owners and individual business
households in both urban and rural areas for production and operation. Our personal business loans
can be drawn down on a revolving basis from a given credit line with flexible repayment methods. The
maximum credit line is RMB10 million and the maximum term is five years.

As of December 31, 2013, 2014 and 2015, our personal business loans were RMB237.5 billion,
RMB287.0 billion and RMB304.9 billion, respectively, representing a CAGR of 13.3% from 2013 to
2015. As of March 31, 2016, our personal business loans were RMB303.5 billion. As of December 31,
2013, 2014 and 2015 and March 31, 2016, the weighted average contractual interest rate of our
personal business loans was 8.05%, 8.11%, 7.33% and 6.58%, respectively.

To effectively meet the financing demands of various types of individual business owners, we
continuously expand our personal business loan product portfolio. We provide not only nationwide
standardized products but also products tailored to local economic characteristics. Our personal
business loans accept various types of collateral, including real properties, small hydropower
facilities, forest property rights, shop use rights, gold and others.

As we expanded our customer base and became more experienced in conducting this business,
we have gradually upgraded our personal business loan operation. Since 2012, we have focused on
promoting businesses related to industry clusters, industry chains and featured industries. Since 2014,
we have developed an Internet-based product, “E Convenient Loan* (Ef£),” through which we carry
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out online applications, drawdowns and repayments. We have also offered “Express Loan* (fR#EH)”
products to small and micro business owners who run a dedicated and stable business with
high-quality guarantees, which have improved customer experience by shortening the processing time.

Micro Loans

We provide micro loans to farm households, merchants and new-type agricultural operators
(including family farms, farm hou