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Important Notice

The Board, the Supervisory Board, the Directors, Supervisors and senior management of the Company
warrant that there are no misstatements, misleading representations or material omissions in this report, and
shall assume several and joint liabilities for the truthfulness, accuracy and completeness of its contents.

This interim report was considered and approved on 29 August 2016 at the 28th meeting of the sixth
session of the Board of the Company. Of the 18 Directors who were entitled to attend the meeting, 11
Directors attended the meeting in person, Zhang Hongwei, the vice chairman, and Guo Guangchang, our
Director, attended by teleconference; Lu Zhigiang, the vice chairman, and Wang Junhui, our Director, entrusted
Hong Qi, our chairman, in writing, to exercise their voting rights at the meeting; and Qin Rongsheng, Ba
Shusong and You Lantian, our Directors, did not attend the meeting.

According to the interim profit distribution plan for 2016 passed by the Board, on the basis of the total
share capital of the Company as at the record date for the purpose of profit distribution, a cash dividend of
RMB1.15 (before tax) for every 10 shares will be distributed to shareholders of the Company.

For the purpose of this interim report, China Minsheng Banking Corp., Ltd. shall be referred to as the
“Company”, the “Bank”, “China Minsheng Bank” or “Minsheng Bank”, whereas China Minsheng Banking Corp.,
Ltd. and its subsidiaries together shall be referred to as the “Group”.

The financial data and indicators contained in this interim report are prepared in accordance with the
IFRS. Unless otherwise specified, all amounts are the consolidated data of the Group and are denominated in
RMB.

The interim financial report of the Company was not audited.

Board of Directors
China Minsheng Banking Corp., Ltd.

Hong Qi (Chairman), Zheng Wanchun (President), Bai Dan (Senior Management responsible for finance
and accounting) and Li Wen (Person in charge of the accounting department) warrant the truthfulness,
accuracy and completeness of the financial statements included in this interim report.
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2\ Definitions

In this interim report, unless the context otherwise requires, the following expressions have the

meanings set out below:

“ACFIC”

“Bank” or “Company” or
“China Minsheng Bank” or
“Minsheng Bank”

“Board”

“CBRC”

“CIRC”

“CMBC International”

“CPPCC”

“CSRC”

“Director”

“Group”

“Hong Kong Listing Rules”

“Minsheng Financial Leasing”

“Minsheng Royal Asset
Management”

“Minsheng Royal Fund”

All-China Federation of Industry and Commerce (F# 2 T

£ R)

China Minsheng Banking Corp., Ltd.

board of directors of the Company
China Banking Regulatory Commission
China Insurance Regulatory Commission
CMBC International Holdings Limited

The National Committee of the Chinese People’s Political
Consultative Conference (FERIARBUAI B EHEEIEE D)

China Securities Regulatory Commission

a director of the Company

the Company and its subsidiaries

the Rules Governing the Listing of Securities on SEHK
Minsheng Financial Leasing Co., Ltd.

Minsheng Royal Asset Management Co., Ltd.

Minsheng Royal Fund Management Co., Ltd.

\ China Minsheng Banking Corp., Ltd.



Definitions /~ 3

“Model Code” Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Hong Kong Listing
Rules

“NSOE(s)” non-state-owned enterprise(s)

“PBOC” People’s Bank of China

“Phoenix Project” (Bl/E5T2l) a comprehensive customer-oriented project for strategic

transformation and restructuring of the Company in response to
the liberalization of interest rate

“Reporting Period” the period from 1 January 2016 to 30 June 2016

“SBU” strategic business unit

“SEHK” The Stock Exchange of Hong Kong Limited

“SFO” Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

“SSE” Shanghai Stock Exchange

“Supervisor” a supervisor of the Company

Interim Report 2016 /



4+ N\ Bank Profile

Registered Chinese Name
of the Company:

Registered English Name
of the Company:

Legal Representative
of the Company:

Authorized Representatives of
the Company:

Board Secretary:
Joint Company Secretaries:

Representative of Securities
Affairs:

Mailing Address:

Postal Code:
Telephone:
Facsimile:
Email:

Registered Address:
Postal Code:
Website:

Email:

Branch Office and Place
of Business in Hong Kong:

Newspapers Selected by the
Company for Information
Disclosure:

Website for Publishing
the A Share Interim Report
Designated by the CSRC:

Website for Publishing
the H Share Interim Report
Designated by the SEHK:

FRERARITIRNDBR AT

(Abbreviation: [ FBI R A£IE1T )

CHINA MINSHENG BANKING CORP., LTD.
(Abbreviation: “CMBC”)

Hong Qi

Han Jianmin
Soon Yuk Tai

Wan Qingyuan
Wan Qingyuan
Soon Yuk Tai
Wang Honggang

China Minsheng Bank Building,

No. 2 Fuxingmennei Avenue, Xicheng District, Beijing, China
100031

86-10-58560975

86-10-58560720

cmbc@cmbc.com.cn

No. 2 Fuxingmennei Avenue, Xicheng District, Beijing, China
100031

www.cmbc.com.cn

cmbc@cmbc.com.cn

40/F, International Finance Centre Phase I, 8 Finance Street,
Central, Hong Kong

China Securities Journal, Shanghai Securities News and
Securities Times

WWW.SSe.com.cn

www.hkexnews.hk

Copies of the Interim Report are available at Office of the Board of the Company

\ China Minsheng Banking Corp., Ltd.



10.

11.

12.

13.

14.

15.

Legal Adviser as to PRC Law:

Legal Adviser as to
Hong Kong Law:

Domestic Accounting Firm:
Office Address:

International Accounting Firm:

Office Address:

A Share Registrar:

Office Address:

H Share Registrar:
Office Address:

Bank Profile /s

Grandall Law Firm, Beijing Office
Clifford Chance

KPMG Huazhen LLP

8th Floor, KPMG Tower Oriental Plaza,

No. 1 East Chang An Avenue, Beijing, China
KPMG Certified Public Accountants

8th Floor, Prince’s Building, 10 Chater Road,
Central, Hong Kong

China Securities Depository and Clearing Corporation Limited
(Shanghai Branch)

36/F, China Insurance Building,

No. 166 Lujiazui East Road, New Pudong District,

Shanghai, China

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17 Floor, Hopewell Centre,

183 Queen’s Road East, Wanchai, Hong Kong

Places of Listing, Stock Names and Stock Codes:

A Share:
SSE;

H Share:
SEHK;

Initial Date of Registration:
Initial Place of Registration:

Date of Registration for
Subsequent Change:

Place of Registration:

Unified Social Credit Code:

Stock Name: Stock Code:
MINSHENG BANK; 600016
Stock Name: Stock Code:
MINSHENG BANK; 01988

7 February 1996
No. 4 Zhengyi Road, Dongcheng District, Beijing, China

20 November 2007
No. 2 Fuxingmennei Avenue, Xicheng District, Beijing, China

91110000100018988F
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s N Summary of Financial Data and Indicators

I. Major Accounting Data and Financial Indicators

Changes of

the Reporting
Period over the
corresponding

January to January to period of the January to
June 2016 June 2015 previous year June 2014
Increase/
Operating results (RMB million) decrease (%)
Net interest income 47,438 46,994 0.94 43,600
Net non-interest income 29,951 29,618 1.12 21,352
Operating income 77,389 76,612 1.01 64,952
Operating expenses 21,446 26,072 -17.74 23,337
Impairment losses on loans
and advances 20,816 14,342 45.14 6,805
Profit before income tax 35,181 35,529 -0.98 34,397
Net profit attributable to equity
shareholders of the Company 27,223 26,778 1.66 25,570
Net cash flow from operating activities 728,563 77,083 84517 104,544
Data per share (RMB)
Basic earnings per share 0.75 0.78 -3.85 0.75
Diluted earnings per share 0.75 0.74 1.35 0.71
Net cash flow per share from
operating activities 19.97 2.11 846.45 3.07
Changes in
Percentage
Profitability indicators (%) points
Return on average assets (annualized) 1.13 1.31 -0.18 1.54
Return on average shareholders’ equity
(annualized) 17.56 20.58 -3.02 24.36
Cost-to-income ratio 23.20 27.44 -4.24 29.20
Net fee and commission income to
operating income ratio 36.26 32.82 3.44 28.39
Net interest spread 1.88 2.19 -0.31 2.42
Net interest margin 2.01 2.35 -0.34 2.62

\. China Minsheng Banking Corp., Ltd.



Summary of Financial Data and Indicators /7

Net profit attributable to equity
shareholders of the Company

(RMB million)

30,000
26,778
25,570 ™\
25,000 )
20,000
15,000
10,000
5,000
0 J J
January to January to
June 2014 June 2015

Scale indicators (RMB million)

Total assets

Total balance of loans and
advances to customers

Total liabilities

Deposits from customers

Share capital

Total equity attributable to
equity shareholders of the Company

Net assets per share attributable
to equity shareholders of
the Company (RMB)

Assets quality indicators (%)
Impaired loans ratio
Provision coverage ratio
Provision for total loans ratio

Capital adequacy ratio indicators (%)
Core tier-one capital adequacy ratio
Tier-one capital adequacy ratio
Capital adequacy ratio
Total equity to total assets ratio

27,223

January to
June 2016

30 June
2016

5,250,162

2,274,710
4,922,507
2,934,633

36,485

318,774

8.74

1.67
152.55
2.55

9.34
9.36
11.562
6.24

Return on average assets

(annualized, %)

2.0%
1.6% 1.54
N
1.31
~
1.2%
0.8%
0.4%
0.0% ~ =
January to January to
June 2014 June 2015

31 December
2015

4,520,688

2,048,048
4,210,905
2,732,262

36,485

301,218

8.26

1.60
1563.63
2.46

9.17
9.19
11.49
6.85

Changes from
the end of the
previous year
to the end of
the Reporting
Period

Increase/
decrease (%)
16.14

11.07
16.90
7.41

5.83

5.81
Changes in
percentage

points

0.07

-1.08

0.09
Changes in
percentage

points

0.17

017

0.08

-0.61

January to
June 2016

31 December
2014

4,015,136

1,812,666
3,767,380
2,433,810

34,153

240,142

7.03

117
182.20
2.12

8.58
8.59
10.69
6.17
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8\ Summary of Financial Data and Indicators

Notes:

1. Return on average assets = Net profit/average balance of total assets at the beginning and the end of the period.

2. Return on average shareholders’ equity = Net profit attributable to equity shareholders of the Company/average balance of equity attributable to
equity shareholders of the Company at the beginning and the end of the period.

Cost-to-income ratio = (Operating and other operating expenses — business tax and surcharges)/operating income.

Net interest spread = Average return ratio on interest-earning assets — average cost ratio of interest-bearing liabilities.

Net interest margin = Net interest income/average balance of interest-earning assets.

Impaired loans ratio = Balance of impaired loans/total balance of loans and advances to customers.

Provision coverage ratio = Allowance for impairment losses on loans/balance of impaired loans.

© N o o A~ w

Provision for total loans ratio = Allowance for impairment losses on loans/total balance of loans and advances to customers.

Il. Supplementary Accounting Data and Financial Indicators

(Unit: %)

30 June 31 December 31 December

Major Indicators Benchmark 2016 2015 2014

Liquidity ratios Consolidated in RMB >25 4214 44.72 36.00

Note: The above data are information of the Company. The indicators were calculated based on the relevant regulations of the Chinese banking
regulators.

\. China Minsheng Banking Corp., Ltd.



Management Discussion and Analysis 7 ¢

I. Review of Economic and Financial Conditions and Government Policies

In the first half of 2016, the global economic growth relied heavily on the highly aggressive
quantitative easing monetary policies, such as negative interest rate, while the global economy
had been increasingly complicated and challenging and geopolitical conflicts broke out frequently.
The banking industry was subject to a lot more uncertainties. Despite complicated internal and
external environment and sustained downward pressure, China’s economy saw signs of stability
with moderate growth. Supply-side structural reform is the primary focus of economic development
with five major objectives, including “addressing overcapacity, reducing inventory, deleveraging,
lowering costs and bolstering areas of weakness”. Besides the contribution to the moderate
expansion in overall demands, the fiscal and monetary policies also provided support for the supply-
side structural reforms by developing the new engine of “mass entrepreneurship and innovation”
(RZEIZE - BFRAIF). As a result, the economic structure showed positive changes. Under the
“New Normal” economic environment, the banking industry will face new challenges of slowdown
in profit growth and business restructuring. The development potential of the traditional businesses
is limited and the asset quality is under higher pressure. The rapid development of internet finance
and intensified regulation are also challenges for the banking industry. In response to the changes
in operating environment and to effectively support the development of real economy, the Company
has taken the following measures:

()  The Board attached great importance to the key roles that corporate governance and corporate
culture play in the sustainable and healthy development of the Company. The Bank pressed
ahead with the formulation of General Regulations of China Minsheng Bank (FEIR4RTT
EIGEK), aiming to establish Minsheng Bank as a time-honoured brand through continuous
improvement in corporate governance and strictly regulated business operation.

(i) The Company highly valued the strategic guidelines. It actively pressed ahead with the
formulation of Medium to Long-term Development Strategies of China Minsheng Bank for
2016-2025 (FEIERARITHREEREEE (2016-2025) and put forward the Three-Year
Business Plan for 2017-2020 (7% & = F#72(2017-2020)) so as to strengthen the strategic
management system of the Company.

(i) The Company further pushed forward the strategic transformation by carrying out various
reforms, mainly including the Phoenix Project. The marketing system consisting of three
headquarters was established and advanced management tools such as Voice of Customers
(BFZ#), Lean Six Sigma (#z/~FA1%¥5) and balanced scorecards (F#sto ) were
adopted to strengthen the implementation of strategies and promote the steady and healthy
development of various businesses.

Interim Report 2016 /




10\ Management Discussion and Analysis

(iv)

(vii)

The Company refined the supportive measures to facilitate the reform by establishing
professional committees and enhancing the systematic decision-making process. Reforms
in various areas such as management of rural banks, integration of information technology
systems and categorized management of branches were implemented in an orderly manner.

The Company continued to enhance the comprehensive risk management by formulating new
independent risk management systems featured with customer segment, risk classification and
centralized management. In order to maintain stable asset quality, disposal of non-performing
assets as well as the risk management and control in key areas were strengthened.

The Company further optimized its customer strategies by strengthening its customer base
of private enterprises and expanding services to state-owned enterprises. It developed a new
financial service model of “small business finance and community finance”. Coordination among
various business lines was strengthened through the application of Internet. Under the guidance
of “mass entrepreneurship and innovation” (KFREIZE - EFAEIFT), the Company actively
explored new value growth points. Moreover, the Company also supported major infrastructure
projects and development of emerging industries in active response to national strategies such
as “the Belt and Road Initiative” (—#&—#%), the integrated development of Beijing, Tianjin and
Hebei and development of Yangtze River Economic Zone. The structures of customers and

credit assets were further optimized to promote steady growth of the Company.

The Company promoted innovation in key products and business models. Customer base and
transaction volumes of mobile banking and direct banking grew rapidly while other businesses
including cash management, asset management, transaction banking, investment banking,
internet finance and credit card businesses experienced stable growth.

(viii) The Company optimized the resources allocation and enhanced the overall management

by strengthening the management of assets and liabilities, human resources, finance and IT
resources. Platform construction was also under solid progress with improved system and
efficient data applications.

\ China Minsheng Banking Corp., Ltd.




Management Discussion and Analysis /11

Il. Overview of Operations

In the first half of 2016, under the proper leadership of the Board, the Company coped with and
actively responded to the changes in economic environment by speeding up the implementation
of strategic reform and operation restructuring under Phoenix Project. Under the guidelines of
strengthening corporate business, expanding retail business and optimizing financial markets
business, the Company pressed ahead with reforms and business innovation, improved its risk
management system and enhanced the asset quality management, contributing to sustainable and
steady development of the Company.

() Steady improvement in profitability and stable return to shareholders

During the Reporting Period, the Group’s net profit attributable to equity shareholders of the
Company amounted to RMB27,223 million, representing an increase of RMB445 million, or 1.66%,
as compared with the corresponding period of the previous year. Operating income amounted to
RMB77,389 million, representing an increase of RMB777 million, or 1.01%, as compared with the
corresponding period of the previous year. Net interest margin and net interest spread were 2.01%
and 1.88%, respectively, representing decreases of 0.34 percentage point and 0.31 percentage
point, respectively, as compared with the corresponding period of the previous year. Return on
average assets and return on average shareholders’ equity of the Group were 1.13% and 17.56%,
respectively, representing decreases of 0.18 percentage point and 3.02 percentage points,
respectively, as compared with the corresponding period of the previous year. Basic earnings
per share were RMBO0.75, representing a decrease of RMBO0.03, or 3.85%, as compared with the
corresponding period of the previous year. As at the end of the Reporting Period, net assets per
share attributable to equity shareholders of the Company amounted to RMB8.74, representing an
increase of RMBO0.48, or 5.81%, as compared with the end of the previous year.

() Rapid expansion of assets scale and constant adjustments in business structure and
customer base

As at the end of the Reporting Period, total assets of the Group exceeded RMBS5 ftrillion and
amounted to RMB5,250,162 million, representing an increase of RMB729,474 million, or 16.14%,
as compared with the end of the previous year. Total balance of loans and advances to customers
amounted to RMB2,274,710 million, representing an increase of RMB226,662 million, or 11.07%,
as compared with the end of the previous year. Among others, personal loans and advances to
customers amounted to RMB802,598 million, representing an increase of RMB74,570 million, or
10.24%, as compared with the end of the previous year. Under the category of personal loans and
advances to customers, the loans to small and micro enterprises amounted to RMB355,701 million,
representing a decrease of RMB22,476 million, or 5.94%, as compared with the end of the previous
year; the personal consumption loans (including residential mortgage) amounted to RMB266,893
million, representing an increase of RMB87,952 million, or 49.15%, as compared with the end of the

Interim Report 2016 /




12\ Management Discussion and Analysis

previous year. Net investment balance of trading and banking books amounted to RMB1,600,712
million, representing an increase of RMB687,150 million, or 75.22%, as compared with the end of
the previous year. Balances and placements with banks and other financial institutions and financial
assets held under resale agreements amounted to RMB637,770 million, representing a decrease of
RMB263,532 million, or 29.24%, as compared with the end of the previous year. Total liabilities of
the Group amounted to RMB4,922,507 million, representing an increase of RMB711,602 million, or
16.90%, as compared with the end of the previous year. Among others, total deposits amounted
to RMB2,934,633 million, representing an increase of RMB202,371 million, or 7.41%, as compared
with the end of the previous year. Deposits and placements from banks and other financial
institutions and financial assets sold under repurchase agreements amounted to RMB1,331,003
million, representing an increase of RMB291,099 million, or 27.99%, as compared with the end of
the previous year.

The Company made continuous efforts in adjusting the business structure and the structure of
customer base with the booming assets scale. In respect of business structure, as at the end of
the Reporting Period, the balance of loans and advances to customers of the Company accounted
for 44.52% of its total assets, a decrease of 2.10 percentage points as compared with the end
of the previous year. Personal consumption loans (including residential mortgage) accounted for
33.38% of personal loans and advances, an increase of 8.97 percentage points as compared with
the end of the previous year. Net investment balance of trading and banking books accounted for
31.41% of the total assets, an increase of 10.55 percentage points as compared with the end of
the previous year. Balances and placements with banks and other financial institutions and financial
assets held under resale agreements accounted for 12.40% of the total assets, a decrease of 8.15
percentage points as compared with the end of the previous year. In respect of the structure of
customer base, as at the end of the Reporting Period, the number of domestic corporate customers
with outstanding balance was 761.1 thousand, an increase of 69.1 thousand or 9.99% as compared
with the end of the previous year; the number of retail customers with deposits was 27,985.3
thousand, an increase of 2,371.4 thousand or 9.26% as compared with the end of the previous
year. The number of eligible private banking customers was 15,517, an increase of 345 or 2.27% as
compared with the end of the previous year.

(lll) Expansion of transaction channel and customer base

In response to the development of its business and the changing market, the Company took
initiative to improve the operation management of its branches, and actively developed innovative
online financial products and services to improve customer experience. As at the end of the
Reporting Period, the number of sub-branches was 1,083, representing an increase of 22 as
compared with the end of the previous year; the number of direct banking customers was 3,609.2
thousand, representing an increase of 742.0 thousand as compared with the end of the previous

\ China Minsheng Banking Corp., Ltd.




Management Discussion and Analysis /13

year; the number of personal mobile banking customers was 21,775.4 thousand, representing
an increase of 2,749.7 thousand as compared with the end of the previous year. The number of
personal online banking customers was 15,431.1 thousand, representing an increase of 923.0
thousand as compared with the end of previous year. The number of customers using “Interbank
Transaction Products” (%57738) was 2,225.4 thousand, representing an increase of 332.3 thousand
as compared with the end of the previous year. The number of WeChat banking customers was
13,052.1 thousand.

(IV) Further optimization in income structure and improvement in operation efficiency

The Group further optimized its income structure by increasing the proportion of net non-
interest income. The Group also enhanced cost management for higher efficiency in terms of input
and output. During the Reporting Period, the Group had net non-interest income of RMB29,951
million, representing an increase of RMB333 million, or 1.12%, as compared with the corresponding
period of the previous year and accounting for 38.70% of the operating income, representing an
increase of 0.04 percentage point as compared with the corresponding period of the previous year.
The Group had operating expenses of RMB21,446 million, representing a decrease of RMB4,626
million, or 17.74%, as compared with the corresponding period of the previous year. The cost-
to-income ratio of the Group was 23.20%, representing a decrease of 4.24 percentage points as
compared with the corresponding period of the previous year.

(V) Enhanced risk management and integral controllability of asset quality

The Group continued to strengthen asset quality and risk management and reinforce the
disposal of non-performing assets in order to effectively control asset quality. As at the end of the
Reporting Period, impaired loan ratio of the Group was 1.67%, representing an increase of 0.07
percentage point as compared with the end of the previous year. Provision coverage ratio and
provision for total loans ratio were 152.55% and 2.55%, respectively, representing a decrease of
1.08 percentage points and an increase of 0.09 percentage point as compared with the end of the
previous year, respectively.

Ill. Analysis of Major Items of Income Statement

During the Reporting Period, the Group realized a net profit attributable to equity shareholders
of the Company of RMB27,223 million, representing an increase of RMB445 million, or 1.66% as
compared with the corresponding period of the previous year. The slower growth rate is caused by
various factors, including narrowed net interest margin, increase in provisions and the value-added
tax reform.

Interim Report 2016 /




14\ Management Discussion and Analysis

The major profit and loss items of the Group and their changes are listed below:

(Unit: RMB million)

January to January to
Item June 2016 June 2015 Increase (%)
Operating income 77,389 76,612 1.01
Of which: Net interest income 47,438 46,994 0.94
Net non-interest income 29,951 29,618 1.12
Operating expenses 21,446 26,072 -17.74
Impairment losses on assets 20,762 15,011 38.31
Profit before income tax 35,181 35,529 -0.98
Less: Income tax expense 7,479 8,257 -9.42
Net profit 27,702 27,272 1.58
Of which: Net profit attributable to equity shareholders
of the Company 27,223 26,778 1.66
Profit or loss attributable to
non-controlling interests 479 494 -3.04

\. China Minsheng Banking Corp., Ltd.



Management Discussion and Analysis /15

The major items, percentages and changes of operating income are as follows:

(Unit: RMB million)

January to June 2016 January to June 2015 Increase
Item Amount % of total Amount % of total %
Net interest income 47,438 61.30 46,994 61.34 0.94
Of which: Interest income from loans and
advances to customers 57,115 73.79 60,043 78.38 4,88
Interest income from investment
balances of trading and
banking books 21,437 27.70 15,531 20.27 38.03
Interest income from financial
assets held under resale
agreements 7,226 9.34 13,461 17.57 -46.32
Interest income from placements
with banks and other
financial institutions 3,889 5.03 5,127 6.69 2415
Interest income from balances
with the central bank 3,381 4.37 3,381 4.41 —
Interest income from
long-term receivables 2,946 3.81 2,944 3.84 0.07
Interest income from balances
with banks and other financial
institutions 2,056 2.66 2,380 3.1 -13.61
Interest expenses -50,612 -65.40 -55,873 72,93 -0.42
Net non-interest income 29,951 38.70 29,618 38.66 1.12
Net fee and commission income 28,059 36.26 25,145 32.82 11.59
Other net non-interest income 1,892 2.44 4,473 5.84 -57.70
Total 77,389 100.00 76,612 100.00 1.01

(I) Net interest income and net interest margin

During the Reporting Period, net interest income of the Group was RMB47,438 million,
representing an increase of RMB444 million, or 0.94%, as compared with the corresponding
period of the previous year. Among others, the business expansion contributed to an increase
of RMB8,547 million in net interest income and the changes in interest rate led to a decrease of
RMB8,103 million in the net interest income.

During the Reporting Period, the net interest margin of the Group was 2.01%, representing a
decrease of 0.34 percentage point as compared with the corresponding period of the previous year.

Interim Report 2016 /



16\ Management Discussion and Analysis

The analysis of the net interest income of the Group is listed below:

(Unit: RMB million)
January to June 2016 January to June 2015

Average Interest Average Average Interest Average
balance income return (%) balance income return (%)

Interest-earning assets
Total balance of loans and advances

to customers 2,213,333 57,115 516 1,899,556 60,043 6.32
Of which: Corporate loans and
advances 1,466,559 35,344 4.82 1,221,297 37,077 6.07
Personal loans and advances 746,774 21,771 5.83 678,259 22,966 6.77
Investment balance of trading and
banking books 1,107,157 21,437 3.87 643,692 15,631 4.83
Financial assets held under
resale agreements 446,057 7,226 3.24 566,710 13,461 4.75
Placements with banks and
other financial institutions 239,936 3,889 3.24 231,841 5,127 4.42
Balances with the central bank 447,091 3,381 1.51 443,016 3,381 1.53
Long-term receivables 104,028 2,946 5.66 92,564 2,944 6.36
Balances with banks and
other financial institutions 163,421 2,056 2.52 117,322 2,380 4.06
Total 4,721,023 98,050 415 3,994,701 102,867 5.15

January to June 2016 January to June 2015

Average Interest Average Average Interest Average
balance expenses cost (%) balance expenses cost (%)

Interest-bearing liabilities

Deposits from customers 2,802,225 25,500 1.82 2,469,180 28,898 2.34
Of which: Corporate deposits 2,256,015 20,812 1.85 1,926,607 22,600 2.35
Demand 831,094 2,719 0.65 648,276 2,576 0.79
Time 1,424,921 18,093 254 1,278,331 20,024 3.18
Personal deposits 546,210 4,688 1.72 542,573 6,298 2.32
Demand 151,357 299 0.40 132,180 261 0.39
Time 394,853 4,389 2.22 410,393 6,037 2.94
Deposits from banks and
other financial institutions 1,071,191 15,249 2.85 878,804 17,454 3.97
Debt securities issued 184,478 3,974 4.31 159,684 3,923 4.91
Borrowings from central bank and
other financial institutions and others 258,995 4,187 8128 162,504 3,658 4.50
Financial assets sold under
repurchase agreements 55,855 758 2.71 59,855 1,186 3.96
Placements from banks and
other financial institutions 91,332 944 2.07 45,009 754 3.35
Total 4,464,076 50,612 2,27 3,775,036 55,873 2.96
Net interest income 47,438 46,994
Net interest spread 1.88 2.19
Net interest margin 2.01 2.35

Note: In this table, outward remittance and remittance payables are included in corporate demand deposits; issuance of certificates of deposit is
included in corporate time deposits.
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The table below illustrates the breakdown of the impact on the changes in interest income and
interest expenses of the Group due to changes in scale and changes in interest rate:

(Unit: RMB million)

Increase/ Increase/
Decrease due Decrease due
to changes to changes

in scale in interest rate

from January to  from January to
June 2015 to June 2015 to

January to January to Net increase/
June 2016 June 2016 decrease

Changes in interest income:
Total balance of loans and advances

to customers 9,918 -12,846 -2,928
Investment balance of trading and banking books 11,182 -5,276 5,906
Financial assets held under resale agreements -2,866 -3,369 -6,235
Placements with banks and

other financial institutions 179 -1,417 -1,238
Balances with the central bank 31 -31 —
Long-term receivables 365 -363 2
Balances with banks and

other financial institutions 935 -1,259 -324

Subtotal 19,744 -24,561 -4,817
Changes in interest expenses:
Deposits from customers 3,898 -7,296 -3,398
Deposits from banks and

other financial institutions 3,821 -6,026 -2,205
Debt securities issued 609 -558 51
Borrowings from the central bank and

other financial institutions and others 2,172 -1,643 529
Financial assets sold under

repurchase agreements -79 -349 -428
Placements from banks and

other financial institutions 776 -586 190

Subtotal 11,197 -16,458 -5,261
Changes in net interest income 8,547 -8,103 444

Note: Change in scale is measured by the change of average balance, and change in interest rate is measured by the change of average interest rate.
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1. Interest income

During the Reporting Period, interest income of the Group was RMB98,050 million, representing
a decrease of RMB4,817 million, or 4.68%, as compared with the corresponding period of the
previous year. The decrease in interest income was mainly due to various factors including narrowed
net interest margin and the value-added tax reform. In respect of interest income structure, interest
income from loans and advances to customers accounted for 58.25% of the total interest income.
Interest income from investment balance of trading and banking books accounted for 21.86% of the
total interest income.

(1) Interest income from loans and advances to customers

During the Reporting Period, interest income from loans and advances to customers of the
Group recorded RMB57,115 million, representing a decrease of RMB2,928 million, or 4.88%,
as compared with the corresponding period of the previous year. In particular, interest income
from corporate loans and advances amounted to RMB35,344 million, representing a decrease of
RMB1,733 million, or 4.67%, as compared with the corresponding period of the previous year.
Interest income from personal loans and advances amounted to RMB21,771 million, representing
a decrease of RMB1,195 million, or 5.20%, as compared with the corresponding period of the
previous year.

(2) Interest income from investment balance of trading and banking books

During the Reporting Period, interest income from investment balance of trading and banking
books of the Group was RMB21,437 million, representing an increase of RMB5,906 million, or
38.03%, as compared with the corresponding period of the previous year. The increase was mainly
due to the expansion of investment scales of the Group.

(3) Interest income from balances and placements with banks and other financial institutions
and financial assets held under resale agreements

During the Reporting Period, interest income from balances and placements with banks and
other financial institutions and financial assets held under resale agreements was RMB13,171
million, representing a decrease of RMB7,797 million, or 37.19%, as compared with the
corresponding period of the previous year.

(4) Interest income from balances with the central bank

During the Reporting Period, interest income from balances with the central bank was
RMB3,381 million, at the similar level to corresponding period of previous year.
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(5) Interest income from long-term receivables

During the Reporting Period, interest income of the Group from long-term receivables amounted
to RMB2,946 million, representing an increase of RMB2 million, or 0.07%, as compared with the
corresponding period of the previous year.

2. Interest expenses

During the Reporting Period, interest expenses of the Group was RMB50,612 million,
representing a decrease of RMB5,261 million, or 9.42%, as compared with the corresponding
period of the previous year. The decrease was mainly due to the lower cost ratio of interest-
bearing liabilities. As to the components of interest expenses, the interest expenses on deposits
from customers accounted for 50.38% of the total interest expenses, while interest expenses on
deposits and placements from banks and other financial institutions and financial assets sold under
repurchase agreements accounted for 33.49% of the total interest expenses.

(1) Interest expenses on deposits from customers

During the Reporting Period, interest expenses of the Group on deposits from customers
amounted to RMB25,500 million, representing a decrease of RMB3,398 million, or 11.76%, as
compared with the corresponding period of the previous year.

(2) Interest expenses on deposits and placements from banks and other financial institutions
and financial assets sold under repurchase agreements

During the Reporting Period, interest expenses of the Group on deposits and placements
from banks and other financial institutions and financial assets sold under repurchase agreements
amounted to RMB16,951 million, representing a decrease of RMB2,443 million, or 12.60%, as
compared with the corresponding period of the previous year.

(3) Interest expenses on debt securities issued

During the Reporting Period, interest expenses of the Group on debt securities issued
amounted to RMB3,974 million, representing an increase of RMB51 million, or 1.30%, as compared
with the corresponding period of the previous year. The increase was mainly due to the growth in
the scale of the bonds issued.
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(4) Interest expenses on borrowings from the central bank and other financial institutions and
other interest expenses

During the Reporting Period, interest expenses of the Group on borrowings from the central
bank and other financial institutions and other interest expenses amounted to RMB4,187 million,
representing an increase of RMB529 million, or 14.46%, as compared with the corresponding period
of the previous year. The increase was mainly due to the growth in the scale of borrowings from the
central bank.

(ll) Net non-interest income

During the Reporting Period, the net non-interest income of the Group amounted to RMB29,951
million, representing an increase of RMB333 million, or 1.12%, as compared with the corresponding
period of the previous year.

(Unit: RMB million)

January to January to
Item June 2016 June 2015 Increase (%)
Net fee and commission income 28,059 25,145 11.59
Other net non-interest income 1,892 4,473 -57.70
Total 29,951 29,618 1.12
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1. Net fee and commission income

During the Reporting Period, net fee and commission income of the Group amounted to
RMB28,059 million, representing an increase of RMB2,914 million, or 11.59%, as compared with
the corresponding period of the previous year, which was mainly due to the increases in income
from agency services, trust and other fiduciary services.

(Unit: RMB million)

NELITETSYA () January to
Item June 2016 June 2015 Increase (%)
Agency services 9,293 5,815 59.81
Bank card services 7,945 7,318 8.57
Trust and other fiduciary services 7,411 6,195 19.63
Credit commitments 2,929 3,353 -12.65
Settlement services 1,333 1,465 -9.01
Financial advisory services 392 2,485 -84.23
Others 484 391 23.79
Fee and commission income 29,787 27,022 10.23
Less: Fee and commission expenses 1,728 1,877 -7.94
Net fee and commission income 28,059 25,145 11.59

2. Other net non-interest income

During the Reporting Period, other net non-interest income of the Group was RMB1,892 million,
representing a decrease of RMB2,581 million, or 57.70%, as compared with the corresponding
period of the previous year, which was mainly due to various factors such as the decrease in trading
income from bills.

(Unit: RMB million)

January to January to
Item June 2016 June 2015 Increase (%)
Net gains arising from disposals of
securities and discounted bills 978 2,842 -65.59
Net trading gains 89 479 -87.68
Other operating income 855 1,152 -25.78
Total 1,892 4,473 -57.70
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() Operating expenses

During the Reporting Period, operating expenses of the Group amounted to RMB21,446 million,
representing a decrease of RMB4,626 million, or 17.74%, as compared with the corresponding
period of the previous year. The cost-to-income ratio of the Group was 23.20%, representing a
decrease of 4.24 percentage points as compared with the corresponding period of the previo