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Cautionary Statements Regarding Forward-Looking Statements

To the extent any statements made in this report contains information that is not historical are essentially forward-looking. These
forward-looking statements include but are not limited to projections, targets, estimates and business plans that the Company expects or
anticipates will or may occur in the future. These forward-looking statements are subject to known and unknown risks and uncertainties
that may be general or specific. Certain statements, such as those including the words or phrases “potential”’, “estimates”, “expects”,
“anticipates”, “objective”, “intends”, “plans”, “believes”, “will”, “may”, “should”, and similar expressions or variations on such expressions
may be considered forward-looking statements.

Readers should be cautioned that a variety of factors, many of which are beyond the Company’s control, affect the performance,
operations and results of the Company, and could cause actual results to differ materially from the expectations expressed in any of

the Company’s forward-looking statements. These factors include, but are not limited to, exchange rate fluctuations, market shares,
competition, environmental risks, changes in legal, financial and regulatory frameworks, international economic and financial market
conditions and other risks and factors beyond our control. These and other factors should be considered carefully and readers should not
place undue reliance on the Company’s forward-looking statements. In addition, the Company undertakes no obligation to publicly update
or revise any forward-looking statement that is contained in this report as a result of new information, future events or otherwise. None of
the Company, or any of its employees or affiliates is responsible for, or is making, any representations concerning the future performance
of the Company.



PEYZ PINGAN

Ping An, your sincere partner,
always within reach

We are committed to the pursuit of “expertise” so as to provide
you with more convenient and reliable services.

Over a million Ping An Life agents are within reach to brave
the elements to be by your side, to give you an assurance and
commitment that you can rely upon.

With the help of solid professional skills and a leading
technological platform, close to 10,000 Ping An Property &
Casualty inspectors are within reach to come to you to ease
your worries and provide an assurance.

Over 30,000 Ping An hotline agents are within reach 24/7 all year
round to ensure you receive a fast response any time of the
day, whether you are in China or abroad.

Whenever you click on Ping An app, connect to the hotline or
enter a Ping An outlet, thanks to the wonders of technology,
Ping An is within reach anytime, anywhere, for anything
ranging from financial asset services to healthcare.

We firmly believe that expertise makes life easier. Leave the
complexities to us, so that we can make your life simpler and
better.



Five-Year Summary

(in RMB million) 2016 )14
GROUP
Total income 774,488 693,220 530,020 421,221 339,193
Net profit 72,368 65,178 47,930 36,014 26,750
Net profit attributable to shareholders of the parent company 62,394 54,203 39,279 28,154 20,050
Basic earnings per share (in RMB) 3.50 2.98 2.47 1.78 1.27
Total assets 5,576,903 4,765,159 4,005,911 3,360,312 2,844,266
Total liabilities 5,090,442 4,351,588 3,652,095 3,120,607 2,634,617
Total equity 486,461 413,571 353,816 239,705 209,649
Equity attributable to shareholders of the parent company 383,449 334,248 289,564 182,709 159,617
Investment portfolio of insurance funds 1,971,798 1,731,619 1,474,098 1,230,367 1,074,188
Net investment yield of insurance funds (%) 6.0 5.8 53 5.1 4.7
Total investment yield of insurance funds (%) 5.3 7.8 5.1 5.1 2.9
Embedded value® 637,703 551,514 458,812 329,653 285,874
Group comprehensive solvency margin ratio (%) 210.0 204.9 205.1 174.4 185.6
INSURANCE BUSINESS
Life Insurance Business
Written premium 373,781 299,814 252,730 219,358 199,483
Net profit 22,596 18,992 15,689 12,219 6,457
Net investment yield (%) 6.0 5.7 53 5.1 4.7
Total investment yield (%) 5.3 8.0 5.0 5.0 2.8
Embedded value® 360,312 325,474 264,223 203,038 177,460
Comprehensive solvency margin ratio - Ping An Life (%)™ 225.9 219.7 219.9 171.9 190.6
Property and Casualty Insurance Business
Premium income 178,291 163,955 143,150 115,674 99,089
Net profit 12,315 12,522 8,807 5,856 4,648
Net investment yield (%) 6.8 6.3 53 5.3 4.8
Total investment vield (%) 4.8 6.5 5.6 5.4 33
Combined ratio (%) 95.9 95.6 95.3 97.3 95.3
Comprehensive solvency margin ratio -

Ping An Property & Casualty (%)™ 267.3 269.5 164.5 167.1 178.4
BANKING BUSINESS®
Net interest income 76,411 68,461 53,046 40,688 33,036
Net profit 22,599 21,865 19,802 15,231 13,512
Net interest spread (%) 2.60 2.62 2.40 2.14 2.19
Net interest margin (%) 2.75 2.81 2.57 2.31 2.37
Cost-to-income ratio (%) 25.97 31.31 36.33 40.77 3941
Total deposits 1,921,835 1,733,921 1,533,183 1,217,002 1,021,108
Total loans and advances 1,475,801 1,216,138 1,024,734 847,289 720,780
Capital adequacy ratio (%)® 11.53 10.94 10.86 9.90 11.37
Non-performing loan ratio (%) 1.74 1.45 1.02 0.89 0.95
Provision coverage ratio (%) 155.37 165.86 200.90 201.06 182.32
ASSET MANAGEMENT BUSINESS
Trust Business®
Total income 5,695 8,007 6,557 4,732 4,231
Net profit 2,322 2,888 2,212 1,962 1,484
Assets held in trust 677,221 558,435 399,849 290,320 212,025
Securities Business
Total income 8,850 10,119 4,026 2,758 2,897
Net profit 2,215 2,478 924 510 845

(1) The figures for 2016 are under C-ROSS, comparative figures for 2015 have been restated; In and before 2014, the figures were under

China Solvency |.

(2) The figures of banking business came from Ping An Bank’s annual reports.

(3) The capital adequacy ratio as at and after December 31, 2013 was calculated under the “Capital Rules for Commercial Banks

(Provisional)” enforced by the CBRC, while the capital adequacy ratios as at December 31, 2012 were calculated under the “Rules for
Regulating the Capital Adequacy Requirement of Commercial Banks” and relevant regulations enforced by the CBRC.

(4) The figures of trust business include Ping An Trust and its subsidiaries which carry on trust business.

(5) Certain comparative figures have been reclassified or restated to conform to relevant period’s presentation.



Introduction

Ping An is dedicated to becoming a world-leading
personal financial services provider. Backed by the
integrated financial operating model featured by “one
customer, multiple products and one-stop services”,
local expertise and best practices in corporate
governance with international standards, we provide
insurance, banking, asset management and internet
finance products and services to 346 million internet
users and 131 million customers.

PEEZ
PING AN

Ping An Insurance (Group) Company of China, Ltd.

INSURANCE m ASSET MANAGEMENT

= Ping An Life = Ping An Bank = Ping An Trust

= Ping An Property & Casualty = Ping An Securities

= Ping An Annuity = Ping An Asset Management
= Ping An Health = Ping An Overseas Holdings
= Ping An Hong Kong = Ping An Asset Management

(Hong Kong)
= Ping An-UOB Fund
= Ping An Financial Leasing

Insurance is one of the core The Company operates its banking Asset management business is also
businesses of the Group. After business through Ping An Bank. Ping one of the core businesses of the
developing for many years, the Group An Bank facilitated its transformation Company. Ping An Trust, Ping An

has transitioned from a company with into retail banking. With continued Securities, Ping An Asset Management,
sole property & casualty business to a innovation in products, organizations Ping An Overseas Holdings, Ping An
group which has gradually established and services, it aims to forge a smart Asset Management (Hong Kong), Ping
a complete business system with retail bank. Insisting on being asset- An-UOB Fund and Ping An Financial
four major subsidiaries: Ping An Life, light and capital-light, Ping An Bank’s Leasing form the asset management
Ping An Property & Casualty, Ping An corporate business is developing the platform of the Company, providing
Annuity and Ping An Health, providing “commercial banking + investment customers with diversified investment
clients with a full range of insurance banking” service model that is products and services.

products and services. industry-oriented and professional with

investment banking attributes.

INTERNET FINANCE AND OTHERS

Lufax Puhui Financial Ping An Good Doctor Finance One Account Wanjia Healthcare
Ping An Healthcare Management E-wallet Ping An Technology Ping An Financial Services

Ping An continues to focus on the concept of “Technology-driven Finance”. Ping An focuses on users’ daily needs in areas of “health,
food, housing, and transportation”, and seeks to widen the range of financial and lifestyle scenarios. It also works on strengthening
internet user operations, enhancing the user experience, and promoting the gradual migration of its internet users and customer base.
This enables Ping An to reach its goal of “One Customer, Multiple Products and One-stop Services” and become its customers’ “wealth
manager, health advisor and life assistant”.

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd.
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Ping An Milestones

Foundation
of Company

May 27, 1988

Ping An Insurance Company
was established as the first
joint-stock insurance company
in China.

1988 1992

June 4, 1992

The Company was
renamed Ping An
Insurance Company of
China, becoming a national
insurance company.

Expanding
nationwide

Foreign
INVestors

1994

Ping An brought on

board Morgan Stanley

and Goldman Sachs as its
shareholders, becoming
the first financial institution
in China to have foreign
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April 1996

Ping An acquired ICBC
Pearl River Delta Financial
Trust Joint Company,
which was then renamed
Ping An Trust Investment
Company.
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Founding
of the Group

February 14, 2003

Ping An Insurance (Group)
Company of China, Ltd. was
established, becoming a pilot
company for integrated operations
in China’s financial industry.

December 2003
Ping An was given approval to

investors.

1994 1995 1996

October, 1995

Ping An made a
breakthrough in
non-insurance
financial business by
establishing Ping An
Securities Co., Ltd.
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1994

Ping An introduced the
individual life insurance
marketing system,
pioneering individual life
insurance business in China.

First life
insurance

policy

acquire Fujian Asia Bank, which
marked the start of its banking
business.

2002 2003

October 8, 2002

HSBC Group took a stake
in Ping An, becoming its
single largest shareholder.

Stake acquired
oy HSBC

Ping An Insurance (Group) Company of China, Ltd.



H-share
listing

June 24, 2004

Ping An Group enhanced
its capital strength by going
public in Hong Kong, which

was the largest IPO in Hong
Kong that year.

2004 2006 2007

ETZERIT

PINGANRAMY

AcCquiring

SDB

July, 2011

the country.
2011

Ping An became the
controlling shareholder of
Shenzhen Development
Bank, which later merged
with the original Ping An
Bank, was renamed Ping
An Bank, and built banking
business presence across

ABOUT US

Global No.1

May 21, 2014

Ping An ranked 1st among insurers on
Millward Brown’s BrandZ Top 100 Most
Valuable Global Brands list, with a brand
value of USD12.4 billion.

2012 2014 2016

March 1, 2007

Ping An Group was listed on

the Shanghai Stock Exchange,
which was the world’s largest
IPO of an insurance company

2012

Lufax was established
as Ping An began
to build presence
in internet finance

2016

Ping An Life’s written
premium exceeded RMB300
billion, new business premium
exceeded RMB100 billion, new

May, 2006

July, 2006

Annual Report 2016

at that time.
A .
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Ping An’s national integrated operations
center in Zhangjiang, Shanghai started
operations, which was the largest
integrated operations platform in Asia.

Ping An acquired Shenzhen
Commercial Bank, which was
later renamed Ping An Bank.

business.

Lufax

business value grew by 32.2%,
and profit ranked 1st in the
industry.

FORTUNE

=l
Juy

Ping An ranked 41st in Fortune’s
Global 500 and 20th in Forbes Global
2000, maintaining the 1st place
among Chinese insurers.

Global
Top 50

Ping An Insurance (Group) Company of China, Ltd. 3
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Chairman’s Statement

Wind and rain escorted Spring’s departure,

Flying snow welcomes Spring’s return.

With the return of Spring each year, we review in our annual report the results of

our efforts made, providing investors with a clear picture of the Company. Each

year again, we spare no effort and remain indomitable in all market conditions in

the hope that the Company will deliver growth year after year.

In September 2016, Ping An Life
held the “Ping An Fu (2016) +
Ping An RUN Vitality” Experience
Day to pioneer a philosophy of
“insurance + health” and call on
the public to actively engage in
physical exercise and to develop
a good habit in doing exercise.

On October 20, 2016, Ping An
Property & Casualty announced
the upgrading of the brand
positioning of the “Ping An

Auto Owner” app as an “auto
assistant and safety manager”
which is committed to providing
auto owners with a better auto
lifestyle platform. In addition,
Ping An Property & Casualty
pioneered a wholly online mobile
claims service, which is of world-
leading quality and efficiency

On September 8, 2016, Ping An
Annuity held the “Internet +
Financial and Insurance Services
Forum” and launched two
brand-new service strategies

of “the most advanced internet
platform” and “the best old-age
healthcare experience,” aiming to
draw on innovative technologies
and the internet to provide
mobile, smart, customized
services.

Annual Report 2016

In 2016, China’s economy transitioned
to the "new normal” with profound
adjustments. For the financial industry,
it was a year of deep reform and
multiple challenges. During the past
year, we maintained stable growth that
outperformed the market. In 2016, Ping
An achieved a net profit of RMB72,368
million, up 11.0% compared with the
previous year; net profit attributable
to shareholders of the parent company
stood at RMB62,394 million, up 15.1%.
As at December 31, 2016, equity
attributable to shareholders of the
parent company was RMB383,449
million, an increase of 14.7% compared
with the end of 2015. In addition, the
Company entered the top 50 league in
“Fortune Global 500”. As at December
31, 2016, Ping An’s market capitalization
ranked 57th among global listed
companies, 15th among financial
groups and 1st in the insurance sector.

In retrospect, over the past 30 years,
Ping An has made steady progress
year after year. “Outstanding teams
and well-defined strategies” are the
key to our success. Every year we
explain our strategies and values in our
annual report. | believe most financial
investors are familiar with them

and receive them with recognition,
while some investors may find it
difficult to fully appreciate the value
of our integrated finance business
model. To make our annual report
readable for more investors, this
year, we have attempted to provide
explanations in simple terms, apart
from the standard reporting model
of financial institutions. In this way,
professional financial investors and

analysts can have an in-depth and clear

understanding of Ping An’s strategies
and values, and other investors will
also find our annual report easier to
read.

To put it simply, Ping An’s strategy
can be summarized as “One
Positioning, Two Focuses and Four
Service Ecosystems”.

The first is “One Positioning”. Ping
An is strategically positioned as “a
world-leading personal financial
services provider”. With a massive
population, China boasts the largest
medium- and high-income group
globally attributed to the presence
of social stability, steady economic
development and rapid increase of
personal wealth, and has become the
world’s largest and fastest-growing
personal consumer market. Focusing
on its vast target customer group in
which the middle class predominates,
Ping An actively explores the retail
market, personal consumer market
and personal financial service market.
Personal retail business is relatively
stable, as customer needs are hardly
affected by business cycles and
market fluctuations.

The second is “Two Focuses”. Ping
An focuses on pan financial assets
and pan health care. As a world
economic power, China’s economic
development will outpace that of

the global economy, while growth of
the financial and asset management
industry and that of the health care
industry will outpace other industries.
During the past decade, we have
remained committed to this strategic
focus, concentrating our resources on
pan financial assets and pan health
care, and have built differentiated
platforms to give the Company our
competitive edge.

Ping An Insurance (Group) Company of China, Ltd.



The last is “Four Service Ecosystems”.
To address the market needs, Ping An
delivers financial services revolving
around “health, food, housing and
transportation”. As society progresses,
needs for financial services related

to daily life continue to grow. By
integrating daily life services seamlessly
with financial services applying internet
technology and big data, Ping An has
created new development models

for modern finance, and provides
customers with financial services

that are convenient, professional and
differentiated.

How then should we view the growth
value of Ping An’s strategy?

In assessing both the current value

and growth potential of retail finance
companies, three key indicators of
notable concern are customer base, the
number of products per customer, and
the profit per customer. As a personal
financial services provider, Ping An’s
value is reflected in the sustainable
rapid growth in all three indicators.

We have adhered to the integrated
finance model of “one customer,
multiple products, and one-stop
services” for nearly two decades, from
which remarkable results are springing
up. For customers, this model makes
services more convenient and more
efficient, providing them with more
value. For the Company, by virtue of
cross-selling among different products
and services, we achieve better
customer experience and lower costs
of customer acquisition, management
and operation. At the same time,
customer retention rate, loyalty and
satisfaction levels improve alongside
the competitive edge of the Company.
The data below indicates that in the
past few years, the number of users
and customers sustained rapid growth,
with more and more users of Ping An’s
internet products that have become our

Annual Report 2016

financial customers, and the number

of Ping An’s products held by both
internet users and financial customers
have continued to rise, and the profit
per customer too has increased steadily.
As at the end of 2016, the number of
Ping An’s individual customers reached
131 million, up 20.1% from the beginning
of 2016; the number of contracts

per customer reached 2.21, and the
profit per customer increased from
RMB289 to RMB312. In 2016, Ping An’s
individual business recorded a profit

of RMB40,829 million, up 29.5% year on
year, accounting for 65.4% of the Group’s
net profit attributable to shareholders
of the parent company. Indeed, the
steady growth in value of our individual
business has become a strong driver of
Ping An’s organic growth in value.

Sweet and fair, she craves not Spring for
herself alone,

To be the harbinger of Spring she is
content.

When the mountain flowers are in full
bloom,

She will smile mingling in their midst.

With an unwavering dedication to

our operations and management,

we endeavor to reward investors

with sustainable and steady business
growth. With care, we always listen

to the opinions and suggestions of

all investors and customers. Your
continued attention, trust and support
will undoubtedly help us usher in a more
radiant and resplendent Spring.

Chairman and Chief Executive Officer

Shenzhen, China
March 22, 2017

Ping An Insurance (Group) Company of China, Ltd.
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On October 19, 2016, Ping

An Health signed a strategic
agreement with Shenzhen
Hospital of Southern Medical
University, ushering in a new
era of managed healthcare
cooperation between specialized
health insurers and public
hospitals in China. Under the
agreement, both parties will
work together to provide
customers with four core
services - medical services,
specialist services, health
management services, and
value-added services

In August 2016, Ping An Bank
unveiled its Strategy 2.0 of retail
banking transformation with a
vision to become “China’s best,
world-leading retail bank”, Ping
An Bank has made remarkable
achievements in transformation
within four months: it now takes
as short as eight minutes to
approve and grant a Xin Yi Dai
loan; the bank’s auto finance
business has entered a “post-
100 billion era”; the number of
Ping An credit card holders has
exceeded 22 million; the app
now has over 4 million monthly
active users, ranking the third
within the industry

In May 2016, Ping An Good
Doctor announced a plan

to build the largest online
healthcare ecosystem in China
On the one hand, besides
providing core services such as
health advisory services, medical
appointment making and
pharmaceutical logistics, Ping
An Good Doctor strengthens
cooperation with 3A hospitals.
On the other hand, Ping An
Good Doctor interacts with
users via health management
functionalities such as health
live streaming, health headlines,
and health plans to reduce the
incidence of disease

ABOUT US
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Business Performance at a Glance

Financial Results of the Group

Total Income (in RMB Million)

Net profit attributable to Shareholders of Parent
Company (in RMB Million)

62,394
54,203

39279

28,154
20,050

2012 2013 2014 2015 2016

774,488
693,220
530,020
421,221
339,193
2012 2013 2014 2015 2016
Total Assets (in RMB Million)
5,576,903
4,765,159
4,005911
3,360,312
2,844,266
2012 2013 2014 2015 2016

Basic EPS™ (in RMB)

350
298
247
1.78
127

2012 2013 2014 2015 2016

Embedded Value™® (in RMB Million)

637,703
551,514
458,812
329,653
285874
2012 2013 2014 2015 2016

(1) On August 4, 2015, the Company completed the conversion
of the capital reserve into share capital in the proportion of
10 shares for every 10 shares held, and the latest total share
capital is 18,280 million. The Company recalculated basic
EPSs and DPSs of the previous periods.

Annual Report 2016

Equity attributable to Shareholders of the Parent
Company (in RMB Million)

383,449

334,248
289,564
182,709
159,617
2016

2012 2013 2014 2015

Dividend per Share™® (in RMB)

0.75%

0375
0325
0225

2012 2013 2014 2015 2016

Value of New Business™ (in RMB Million)

50,805
38420

21,966

15915 18163

2012 2013 2014 2015 2016

(2) Dividend per share refers to cash dividend, including final
dividend and interim dividend.

(3) The final dividend of RMBO0.55 per share will be proposed for
approval at the annual general meeting of 2016.

(4) The figures for 2016 are under C-ROSS, comparative figures

for 2015 have been restated; In and before 2014, the figures
were under China Solvency |.

Ping An Insurance (Group) Company of China, Ltd.
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Operating Results of the Individual Business

ééé RMB40,829 million RM331 1 .51 e 'l/ 2.21

net profit of profit per customer, -9 contracts per customer,
individual business, 2015: RMB289.07 L] up 8.9% from the
up 29.5% year on year beginning of 2016

individual customers, new customers, new customers from

up 20.1% from the up 25.0% year on year internet channel,

beginning of 2016 accounting for
22.3% of new
customers in 2016

} ‘ 1 31 million 'j 38.42 million - 8.57 million
a L 2

et H '| o
0066006 346 million w 61 099 million fﬁﬁ — 1 ° 4
mﬂ internet users, monthly active users, * online services per user,

up 43.4% from the up 42.3% year on year up 16.2% from the
beginning of 2016 beginning of 2016

Customer Profiling

70.6% ased 38.1

70.6% of the customers aged 38.1 on average,
are in economically 5.3 years younger than
developed areas, i.e. the social average
East China, South China
and North China

62.4% 39.2%

62.4% are from the 39.2% 'graduated
middle class or above; from junior
every high-net-worth colleges or above

individual held 10.63
contracts on average

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd. 7



Business Performance at a Glance

Top Ten Highlights of 2016

Financial Performance

Customer Operation

1

In 2016, net profit attributable to
shareholders of the parent company
rose by 15.1% year on year to RMB62,394
million, while dividend per share jumped
by 41.5% to RMB0.75. The Company’s
assets totalled about RMB5.58 trillion, up
17.0% from the beginning of the year. In
addition, its solvency was adequate.

The life insurance business generated
new business value of RMB50,805 million,
up 32.2% year on year. Ping An Life
recorded a net profit of RMB24,444
million. The number of life insurance sales
agents rose by 27.7% from the beginning
of the year to over 1.10 million, with the
level of productivity ever increasing.

Ping An Property & Casualty’s premium
income climbed 8.7% year on year to
RMB177,908 million. It continued to
outperform the industry with a net profit
of RMB12,700 million and a combined
ratio of 95.9%. With unremitting efforts
in upgrading its claim service experience,
Ping An Property & Casualty has been
recognized as the Best Auto Insurance
Brand for 6 consecutive years.

Ping An Bank recorded revenue of
RMB107,715 million, up 12.0% year on
year. It increased its provisions, mitigated
risks in assets, and pushed ahead with its
retail strategy.

The asset management business
generated a net profit of RMB9,950
million during the year. Net profits of
Ping An Securities, Ping An Trust, Ping
An Asset Management and Ping An
Financial Leasing were RMB2,215 million,
RMB2,322 million, RMB2,221 million and
RMB1,352 million respectively.

The strategic deployment of the internet
business is constantly improving, and

its value is gradually becoming more
apparent. Lufax Holding completed its
B-round financing of USD1,200 million,
which brought its valuation to USD18,500
million. The valuation of Ping An Good
Doctor reached USD3,000 million after its
A-round financing of USD500 million.
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There were 346 million internet users,
43.4% higher than the number at the
beginning of the year. The number of
online services per customer uses was
1.94. The Company stepped up efforts to
implement its strategy of “services first,
then multiple services and products”.

The number of individual customers

hit 131 million, which means that 1 out
of every 10 Chinese was a Ping An
customer. On average, every customer
signed 2.21 contracts with us, with the
profit per customer up from RMB289.07
to RMB311.51, showing that customer
value is gradually emerging.

Market Position

The Company kept growing in scale,
with the number of branches and outlets
totalling over 5,000. The number of
employees and agents exceeded 1.4
million; 1 out of every 1,000 Chinese
worked at Ping An.

Ping An ranked 41 among Fortune
Global 500 companies. By market
capitalization, it ranked 15" among
financial groups and 1 among insurance
groups around the globe. Since its initial
public offering in 2004, profit has seen a
compound growth rate of 28.4%.

Ping An Insurance (Group) Company of China, Ltd.



Honors and Awards

In 2016, Ping An maintained its leading brand value,
received wide recognition and praises, and won various
honors and awards from domestic and foreign rating

ABOUT US

agencies and media in respect of comprehensive
strength, corporate governance, and corporate social

responsibility.

CORPORATE STRENGTH

® Fortune
Ranked No. 41 in “Fortune Global 5007, and
No.1 among Chinese insurers

® Fortune China
Ranked No. 8 in “Fortune China 500”
Ranked No. 20 in “The Most Praised Chinese
Companies”, the highest among
Chinese financial institutions

®» Forbes
Ranked No. 20 in “Forbes Global 2000”, the
highest among Chinese insurers

® China Central Television (CCTV)
Top 10 Chinese Listed Companies in 2016

® Institutional Investor (US)
Most Honored Company in Asia

® China Enterprise Directors Association and
China Enterprise Confederation
Ranked No. 9 in China Top 500 List

® Shenzhen Quality Conference
Shenzhen Mayor Quality Award, the only
grand award

CORPORATE GOVERNANCE
® Institutional Investor (US)
Best IR Company
Best Analyst Days
Best Webpages
Best CEO - MA Mingzhe
Best CFO - YAO Jason Bo

» Corporate Governance Asia -
Asian Excellence Recognition Awards
The Best CEO (Investor Relations)
The Best CFO (Investor Relations)
The Best Investor Relations Company in China

» The Asset Magazine
The Asset Triple A Platinum Award

®» Selection of Best Practices for Supervisory
Committees of Public Companies co-
sponsored by China Association for Public
Companies, the Shanghai Stock Exchange,
and the Shenzhen Stock Exchange
The Best Practice Award for Supervisory
Committee of Public Company

®» Directors & Boards magazine
The Best Board of Directors Award at the
12th Gold Round Table Awards for boards of
directors of Chinese public companies
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CORPORATE SOCIAL RESPONSIBILITY

® The Economic Observer & Management Case
Research Center of Peking University
The Most Respected Enterprise in China

®» World Economic and Environmental
Conference
The International Carbon-Value Award,
Carbon-Value Ecological Practice Award

®» CSR China Education Awards
The Best Sustainable Development Award,
and the CSR Special Award for Video on New
Media

®» China Business News Corporate Social
Responsibility Ranking in China
The Outstanding Enterprise Award

®» Southern Weekly annual ceremony
The Annual Responsibility & Contribution
Award

® people.com.cn
The 11th People Corporate Social
Responsibility Awards - Annual Case Award

® The 6th China Charity Festival
The Best Social Responsibility Brand Award
2016

BRAND

» Millward Brown & WPP
Ranked No. 57 in the BrandZ Top 100
Most Valuable Global Brands list, and the
highest-ranking insurance brand on the list
Among the top 10 on the BrandZ Top 100
Most Valuable Chinese Brands list, and the
highest-ranking Chinese insurance brand on
the list

®» FutureBrand
Ranked No. 17 among global top 100 brands
on the FutureBrand Index 2016 list, and the
highest-ranking among financial institutions
and Chinese enterprises on the list

» World Brand Lab
Ranked No. 255 in the list of the World’s 500
Most Influential Brands for 2016

® Hurun Research Institute
Ranked No. 6 among China’s Most Valuable
10 Brands in Private Sector on the 2016 Hurun
Brand List

Ping An Insurance (Group) Company of China, Ltd. 9
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Customer Development

Ping An has served 379 million people altogether; its individual
customers® and internet users® totalled 131 million and 346 million,
respectively.

Each customer holds 2.21 contracts on average.
Each internet user uses 1.94 online services on average.
Net profit from individual business of the Group totalled RMB40,829 million,

accounting for 65.4% of the net profit of the Company; profit per customer
reached RMB311.51.

CUSTOMER OPERATION STRATEGY

Aiming to become a world-leading personal
financial services provider, Ping An adheres

to the concept of “one customer, multiple
products and one-stop services”. Centering

on financial services revolving around “health,
food, housing and transportation”, it provides
diversified products and quality services, with
all businesses growing steadily. In 2016, the
Group’s net profit attributable to shareholders
of the parent company stood at RMB62,394
million, including profit from individual business
of RMB40,829 million, which accounted for
65.4%, up 7.3 percent points year on year. The
individual business has become a strong driver
of Ping An’s value growth. Net profit from
institutional business and other businesses was
RMB21,565 million, with services provided to
more than 2.6 million institutions.

The vigorous development of individual
business was mainly driven by the rapid
increase in number of individual customers
and the steady growth of customer value.
Focusing on individual customers, Ping An
built diversified core financial product lines
and internet service lines, and realized synergy
through sharing of users, customers, services
and products via Magic Gate. At the same

time, the Company made continuous efforts
in building and improving internet platforms
in line with its strategy, and enhanced the
service capabilities of both traditional finance
channels and internet channels, providing
customers with ready access. As at the end
of 2016, the number of individual customers of
the Group reached 131 million, up 20.1% from
the beginning of the year. The number of new
customers acquired during the year was 38.42
million, up 25.0% year on year. The number of
internet users reached 346 million, up 43.4% from
the beginning of the year.

Ping An continuously deepened its integrated
finance strategy, and promoted user and
customer migration. Its customers became
highly overlapped among the product lines, and
the number of contracts held by each customer
(“contracts per customer”) increased steadily.
As at the end of 2016, the number of contracts
per customer reached 2.21, up 8.9% from the
beginning of the year. Meanwhile, by virtue of
technical innovation and efficient management,
all main product lines maintained sound and
sustainable profitability. In 2016, profit per
customer of the Group was RMB311.51, up 7.8%
year on year.

(1) The number of people served includes the Group’s individual customers and internet users, while duplication is removed.

(2) Customers refer to individual customers who bought effective financial products from core financial companies in the

Group.

(3) Users refer to registered internet users with accounts on internet service platforms of internet financial companies and
core financial companies (including web platforms and mobile app) in the Group.

Annual Report 2016
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Core drivers of the Group’s profit growth

Net profit from
individual business
Unit: RMB million

2016 40.829
2015 31537
2014 24640

Net profit of

Ping An Group®

Unit: RMB million
2016 62394
2015 54203 Net profit from
2014 39.279 institutional business

and other businesses

Unit: RMB million

2016 21565
2015 22,666
2014 14639

Number of
customers

Unit: million

2016 131
2015 109
2014 89

Profit per
customer

2016 31151
2015 289.07
2014 27577

New customers of
traditional finance channels

Unit: million
2016 2985
2015 2478
2014 1721

New customers of
internet channels

Number of
new customers

Unit: million

2016 3842
2015 3073
2014 1951

Unit: million
2016 857
2015 595
2014 230

Contracts per customer

Unit: contracts
2016 221
2015 203

2014 193

Product profitability

Unit: RMB

(1) Net profit of Ping An Group is the net profit attributable to shareholders of the parent company.

(2) Due to adjustments of allocation rules for expenses of the banking business, several numbers have been restated to

comply with requirements in current year.

THE NUMBERS OF THE GROUP’S INDIVIDUAL
CUSTOMERS AND INTERNET USERS
INCREASED RAPIDLY WITH OUTSTANDING
CUSTOMER MIGRATION

» Individual customers of the Group totalled
131 million, up 20.1% from the beginning of
the year. New customers acquired during
the year reached 38.42 million, up 25.0% year
on year.

» Internet users and app users of the
Group reached 346 million and 233 million,
respectively. On average, every user uses
1.94 online services.

Individual Customer Structure (Table 1)
Total number of Number of

customers new customers
December 31, December 31,

(in thousand) 2016 2015 2016 2015
Life insurance 46,230 41,230 7,220 6,150
Auto insurance 34,240 31,000 14,560 13,540
Retail banking 40,470 31,760 12,720 8,110
Credit card 23,310 18,050 6,780 5,820
Securities, fund

and trust 17,420 7,610 10,780 3,920
Others 22,610 8,920 17,790 5,080
The Group 131,070 109,100 38,420 30,730

(1) Customers who purchased multiple financial products are
counted more than once. The figures do not add up to
the total due to the elimination of repeated customers.

(2) The number of customers in 2016 is not equal to the sum
of the number of customers in 2015 and new customers in
the reporting period, due to customer attrition.

Annual Report 2016

(3) The number of customers of insurance companies is
counted based on the number of holders of in-force
policies.

(4) “Others” include internet finance, other loans and other
insurance product lines.

(5) Calculation of the number of individual customers was
reviewed in 2016. The numbers for 2015 were updated

accordingly.

Individual customers

Traditional finance channels include sales
agents, outlet counters and the call center.

As at the end of 2016, the number of sales
agents exceeded 1.10 million, the number of
bank outlet counters reached 1,072, and the
number of agents in the call center reached
52,600. Due to continuous enhancement of
channel management and customer experience,
the total number of individual customers of
traditional finance channels maintained rapid
growth. In 2016, the number of new customers
reached 29.85 million. The number of customers
acquired from the agent channel via the “Jin
Guan Jia” app was 4.25 million.

The internet channel gradually took shape. In
2016, the number of new customers acquired
from internet channel was 8.57 million,
representing 22.3% of all the new customers
for the whole year. The internet channel

has become a vital driver for the growth of
customer base development.

Ping An Insurance (Group) Company of China, Ltd.
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Internet users

As the Company’s internet service platforms
were closely connected via Magic Gate, users
enjoy free access within Ping An’s internet
ecosystem, achieving synergy through sharing
of services and products. As at the end of
2016, the number of internet users accumulated
via various services totalled 346 million, while
the number of app users reached 233 million.
69.05 million users migrated among internet
platforms, up 31.0% year on year. On average,
each internet user uses 1.94 services of Ping
An, up 16.2% from the beginning of the year.
Meanwhile, user activity improved steadily.

In 2016, the Company boasted 61.99 million
monthly active users, up 42.3% year on year, in
which annual accumulated highly active users®™
accounted for 19.1%. User stickiness continued
to improve.

Number of Internet Users (Table 2)
December 31, December 31

(in thousand) 2016 2015
Internet user base 346,300 241,570
Internet finance companies 264,910 182,580
Core finance companies 218,660 132,170
App user base 233,360 107,190
Internet finance companies 151,200 71,680
Core finance companies 130,090 52,240

(1) Overall internet users and app users of the Group
included users of internet finance companies and core
finance companies, with duplication removed.

THE GROUP SAW A STEADY INCREASE IN
CUSTOMER VALUE, WHILE PROFIT PER

CUSTOMER CLIMBED TO RMB311.51.
The number of contracts per customer rose
by 8.9% from the beginning of the year to
2.21.

®  Profit per customer hit RMB311.51
year on year.

, up 7.8%

Ping An continued to promote customer
migration among core finance companies.

In 2016, 31.50 million customers held multiple
contracts with different subsidiaries,
accounting for 24.0% of all customers. The
number of contracts per customer rose by
8.9% from the beginning of the year to 2.21.

By exploiting advantages in core financial
business, we improved the service efficiency of
product lines, increased customer value, and
achieved steady growth in major product lines’
profitability. In 2016, the Group recorded profit
per customer of RMB311.51, up 7.8% year on
year.

(1) Annual accumulated highly active users refer to those
who log in more than 48 times annually.
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Customer Development

Number of Contracts per Customer of Major
Product Lines (Table 3)

December 31, December 31

(contract) 2016 2015
Life insurance 1.80 1.73
Auto insurance 1.90 1.86
Retail banking 1.36 1.43
Credit card 1.12 1.19
Securities, fund and trust 1.57 1.45
Others 1.49 1.73
The Group 2.21 2.03

In 2016, cross-selling of insurance business
produced remarkable results. New premiums
of Ping An Property & Casualty, Ping An
Annuity and Ping An Health captured via the
agent channel jumped by 16.1% year on year to
RMB34,394 million.

New Business Acquired via Cross-selling

(Table 4)
2016 2015
Business Business
contribution contr
Amount percentage

(in RMB million)

Ping An Property &

Casualty

Premium income 28,792 16.2% 24,951 15.2%
Short-term group

insurance business

of Ping An Annuity

Premium income 5,489 44.4% 4,597 43.6%
Ping An Health

Premium income 113 14.3% 64 12.2%

CUSTOMER PROFILE
70.6% of customers are in Eastern China,
Southern China and Northern China. The
average age of customers is only 38.1, 5.3
years lower than the social average. 39.2% of
them have junior college or higher degrees.

® Middle class and higher-level customers
account for 62.4%, while the number of
contracts per high-net-worth individual
(HNWI) hit 10.63.

® 5-year or above customers hold 2.46
contracts on average, 59.7% more than
1-year or below customers.

With a huge customer base, Ping An enhanced
application of big data analysis technologies,
continued customer data mining, and learned
more and more about customers. 70.6% of

the Group’s customers are in Eastern China,
Southern China and Northern China that are
economically developed. Customers are quite
young, with an average age of only 38.1, 5.3
years lower than the social average. 39.2% of
them have junior college or higher degrees.

Ping An Insurance (Group) Company of China, Ltd.



The more wealth customers have and the more
contracts they hold and the more valuable they
are. In 2016, the Group had 81.79 million middle
class or higher-level customers, who accounted
for 62.4% of the total. On average, each HNWI|
held 10.63 contracts, far more than affluent
customers.

Through long-term cultivation of customers,
Ping An has built strong ties of recognition

and mutual trust with customers. The longer a
customer has been with us, the more contracts
he/she holds. For example, 5-year or above
customers hold 2.46 contracts on average, 59.7%
more than 1-year or below customers.

Geographic distribution of customers (2016)

70.6% of customers are in economically
developed regions, higher than the regions’
share in the national population.

B Ping An’s customers M National population

29.7% 29.4% 29.2%

16.1%
14.5%

12.6%

9.7%

8.0% . 2%
70% 82% 7.3%

4.5%

East South North Northeast  Southwest Central Northwest
China China China China China China China

Customer wealth structure (2016)

Middle class or higher-level customers
accounted for 62.4%, up 4.5 percentage points
compared with in 2015.

Unit: person

HNWIs

~ 62.4%
Affluent

Middle-class

Mass

56.75 million

49.28 million
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Number of contracts per customer

The more wealth customers have, the more
contracts they hold, and the more contribution
they make.

Unit: contracts/person

| 2015 m 2016
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Mass Middle-class Affluent HNWIs

(1) Data of social averages are from the China Statistical
Yearbook for 2015.

(2) Mass customers are those with annual income below
RMB100,000, middle-class customers RMB100,000-240,000,
and affluent customers above RMB240,000. HNWIS have
personal assets of RMB10 million or more.

Going forward, Ping An will continue to
promote the development of its individual
business to become a world-leading personal
financial services provider. On one hand, it will
enhance the advantages in traditional channels,
expand the user base of internet services and
scale up the customer base quickly. On the
other hand, it will diversify its personal financial
products and services, optimize customer
experience, and boost the number of contracts
per customer so as to increase individual
customer value and achieve company growth.

Ping An Insurance (Group) Company of China, Ltd. ]3
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Business Analysis
Overview

Net profit attributable to shareholders of the parent company of the year
reached RMB62,394 million, up by 15.1% year on year.

The insurance business recorded sound development; the banking business
maintained stable operation; Ping An Trust continuously optimized its

risk control system and adopted the new business model of “wealth +
fund”; Ping An Securities built differentiated competitive advantages and
outperformed peers; Ping An Asset Management recorded stable growth
with the income from third-party asset management business hitting a

new high.

Ping An made continuous efforts to deepen the internet finance strategy.
By improving service quality and widening product range based on
internet users’ requirements, Ping An provided users with even better

experience.

With diversified distribution channels and the
uniform brand, we offer a variety of financial
products and services through the three core
financial business pillars of insurance, banking
and asset management including Ping An Life,
Ping An Property & Casualty, Ping An Annuity,
Ping An Health, Ping An Bank, Ping An Trust,
Ping An Securities, Ping An Asset Management
and Ping An Asset Management (Hong Kong)
as well as the internet finance operations
represented by Lufax, Puhui Financial, Ping An
Good Doctor, Finance One Account, Wanjia
Healthcare, Ping An Healthcare Management
and E-wallet.

In 2016, China’s economy became stable and
turned better, with the national economy in the
reasonable range and progress made in both
quality and efficiency of development. Aiming
to become “a world-leading personal financial
services provider”, the Company focused on
industries of “pan financial assets” and “pan
health care”. Through technology innovation,
it strives to achieve seamless integration of
daily life services with financial services, so
as to provide customers with convenient,
professional and differentiated financial
services.

In terms of core finance business, Ping An
Life recorded written premium of RMB355,274
million, with the number of insurance sales
agents hitting a new high. The value of new
business continued to grow. Ping An Property
& Casualty achieved premium income of
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RMB177,908 million with a combined ratio of
95.9%. The business quality remained sound. The
AUM of annuity business of Ping An Annuity
exceeded RMB440 billion. The investment
structure of insurance funds was improved.
Ping An Bank actively pursued transformation,
aiming to offer smart, mobile and professional
retail banking services centering on “SAT
(social media + applications + remote service
teams) + smart main account”. Insisting on
being asset-light, capital-light, industry-oriented
and professional with investment banking
attributes, it promoted the co-development

of corporate business and retail business.

Ping An Trust continuously optimized its risk
control system and maintained steady business
growth. Ping An Securities built differentiated
competitive advantages and outperformed
peers. Ping An Asset Management recorded
stable growth with the income from third-party
asset management business setting a new high.

Regarding the internet finance business, the
Group made continuous efforts to deepen the
internet finance strategy, explore new internet
business models and build open internet
platforms. By further implementing its platform
strategy, Lufax enhanced its leading role in
the internet finance industry with business
covering wealth management, financial asset
trading among institutions and consumer
finance. As at December 31, 2016, the number
of registered users of Lufax’s platform totalled
28.38 million, representing an increase of 55.0%
compared with the end of 2015. Ping An Good

Ping An Insurance (Group) Company of China, Ltd.




Doctor completed A-round financing of USD500
million and the valuation reached USD3,000
million. Altogether, Ping An Good Doctor
provided health management service for 130
million users, with the number of daily inquiries
peaking at 440,000. As at December 31, 2016,
Ping An’s internet users amounted to about 346
million, up by 43.4% from the beginning of the
year, maintaining rapid growth.

In 2016, net profit attributable to shareholders
of the parent company was RMB62,394 million,
representing a growth of 15.1% compared

with 2015. As at December 31, 2016, equity
attributable to shareholders of the parent
company stood at RMB383,449 million while
total assets of the Company was about RMB5.58
trillion, representing increases of 14.7% and
17.0%, respectively, compared with the end of
2015.

CONSOLIDATED RESULTS

(in RMB million) 2016 2015
Total income 774,488 693,220
Including: Premium
income 469,555 386,012
Total expenses (680,077) (599,807)
Profit before tax 94,411 93,413
Net profit 72,368 65,178
Net profit attributable
to shareholders of
the parent company 62,394 54,203

NET PROFIT BY BUSINESS SEGMENT

(in RMB million) 2016 2015
Insurance
Life insurance 22,596 18,992
Property and casualty
insurance 12,315 12,522
Banking 22,156 21,382
Asset management
Securities 2,215 2,478
Trust 2,322 2,888
Other asset
management
businesses™ 5,413 8,553
Internet finance
business and others® 5,351 (1,637)
Net profit 72,368 65,178
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NET PROFIT ATTRIBUTABLE TO
SHAREHOLDERS OF THE PARENT COMPANY
BY BUSINESS SEGMENT

(in RMB million) 2016 2015
Insurance g
Life insurance 22,426 18,935 E:
Property and casualty e
insurance 12,255 12,462 E
Banking 12,851 12,485 g
Asset management §
Securities 2,137 2,266 2
Trust 2,319 2,885 =
Other asset E
management =
businesses 5,198 8,411 s
Internet finance
business and others® 5,208 (3,241)
Net profit attributable
to shareholders of the
parent company 62,394 54,203

(1) Other asset management businesses include Ping An
Financial Leasing, Ping An Asset Management and
those carry on the businesses of investment and asset
management.

(2) Internet finance businesses include companies which
carry on the business of internet finance, and others
mainly are consolidation eliminations.

In 2016, affected by volatility in the international
financial markets and the slowdown of the
domestic real economy, the domestic financial
industry went downward. However, Ping

An’s overall business performance recorded
steady growth, which was due to the synergy
of Ping An’s diversified businesses. While the
traditional financial business maintained stable
growth, the internet finance sector started to
make contributions to the profit of the Group,
reflecting the advantages of the integrated
finance model.

Detailed analysis of business performance by
business segment is set forth in the following
sections. The significant increase in profit

of the internet finance business and others
was mainly derived from the Puhui Financial
transaction (the transaction that Ping An
Overseas Holdings transferred 100% shares of
Gem Alliance Limited to Lufax Holding). The
Company recorded a net profit of RMB9,497
million from this transaction. For further
information, please refer to the relevant note to
the financial statements.

Ping An Insurance (Group) Company of China, Ltd. ]5
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Business Analysis
Insurance Business

®* Ping An Life achieved RMB355,274 million in written premium, 25.3% higher
than in 2015; the number of sales agents exceeded 1.10 million, reaching a
historical high; the value of new business climbed by 32.2% year on year.

®*  Ping An Property & Casualty achieved RMB177,908 million in premium
income while maintaining a good combined ratio of 95.9%.

®*  Ping An Annuity boosted its pension assets under management such as
corporate annuities to over RMB440,000 million, staying ahead of its peers.

LIFE INSURANCE BUSINESS

Business Overview

We conduct our life insurance business through
Ping An Life, Ping An Annuity and Ping An
Health.

In 2016, as China furthered supply-side
structural reforms and deepened regulatory
reforms in the insurance industry to release
policy dividends, the insurance industry gained
new momentum. The life insurance industry
maintained strong growth and shifted its focus
back towards protection under the belief that
“insurance should be protection-oriented”; the
total premium of the life insurance industry
increased rapidly.

On the basis of compliance and risk prevention,
the Company steadily develops the individual
life business with high profitability, and
constantly diversifies its offerings according to
customer demands. The Company advocates
the protection function of insurance, focuses
on long-term protection-oriented products,
constantly improves the product mix, enhances
its channels, and builds a large, efficient
distribution network. As a result, the Company
has achieved healthy, valuable business

growth with increasing competitiveness. In
2016, the value of new business (VNB) of the
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life insurance business grew by 32.2% year

on year to RMB50,805 million. The VNB of the
agent channel grew by 34.9% year on year to
RMB46,413 million. The VNB of the long-term
protection-oriented products accounted for
74.5% among that of the life insurance business,
up by 4.7 percentage points compared with in
2015.

Ping An Life

Ping An Life provides individuals and groups
with life insurance products through its
nationwide service network of 42 branches
(including 7 telemarketing centers) and over
3,000 business outlets. As at December 31, 2016,
Ping An Life had RMB33,800 million in registered
capital, RMB107,814 million in net assets, and
RMB1,858,618 million in total assets. In 2016, Ping
An Life realized RMB24,444 million in net profit.

As at December 31, 2016, Ping An Life’s residual
margin was RMB454,677 million, which was up
by 37.4% from the beginning of the year due

to the strong growth of new business. By
retaining an increasing proportion of long-
term protection business, the amortization

of residual margin of Ping An Life rises
continuously. The amortization of residual
margin in 2016 was RMB38,198 million, resulting
in an increase of 30.5% from 2015 and a
compound growth rate of 23.3% over the past 6
years.

Ping An Insurance (Group) Company of China, Ltd.




In 2016, Ping An Life realized RMB355,274 million
in written premium, 25.3% higher than in 2015;
for individual insurance business, Ping An Life
realized RMB353,380 million in written premium,
25.3% higher than in 2015, including RMB121,707
million in new business written premium, 38.1%
higher than in 2015. Below is an analysis of
Ping An Life’s written premium and premium
income:

Written premium Premium income
(in RMB million) 2016 2015 2016 2015

Individual business
New business

Agent channel 101,633 73,197 90,677 61,725
Including: regular
premium 94,276 69434 86,053 58273
Bancassurance
channel 11,319 7,695 10,819 7,732
Including: regular
premium 3,041 1,613 3,038 1,598

Telemarketing,
internet and others 8,755 7,224 8,721 6,787
Including: regular
premium 8,724 6,785 8,717 6,785

Subtotal of new
business 121,707 88,116 110,217 76,244

Renewed business

Agent channel 213,018 180,308 146,275 118,554
Bancassurance
channel 5,217 5,259 5,135 5,188

Telemarketing,
internet and others 13,438 8,316 13,438 8,316

Subtotal of renewed

business 231,673 193,883 164,848 132,058
Total of individual
business 353,380 281,999 275,065 208,302
Group business 1,894 1,496 17 146
Total 355,274 283,495 275,182 208,448

(1) As policyholders are individuals or groups, Ping An Life's
business falls into two categories, i.e. individual business
and group business.

(2) Written premium means all premiums received from the
policies underwritten by the Company, which are prior
to the significant insurance risk testing and separating of
hybrid contracts.

(3) Premium income refers to premiums calculated according
to the “Circular on the Printing and Issuing of the
Regulations regarding the Accounting Treatment of
Insurance Contracts” (Cai Kuai [2009] No. 15), which is
after the significant insurance risk testing and separating
of hybrid contracts.
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2016 2015

Market share of premium
income (%) 12.7 13.1

Ping An Life’s premium income accounted for
about 12.7% of the total insurance premium
income of Chinese life insurance companies
for 2016 as calculated on the basis of the
Chinese life insurance industry data released
by the CIRC. Ping An Life is the second largest
life insurance company in China by premium
income.

Summary of Operating Data

December 31, December 31,

2016 2015
Number of customers

(in thousand)
Individuals 77,250 68,647

Including: policyholders 46,141 41,233
Corporate 1,825 1,288
Total 79,075 69,935
Distribution network
Number of individual life

insurance sales agents 1,110,805 869,895
Number of group

insurance sales

representatives 4,768 4,380
Number of bancassurance

relation managers 3,094 3,200
Number of telemarketing

agents 29,626 22,209

2016 2015

Agent productivity
First-year written

premium per agent

(RMB per agent per

month) 7,821 7,236
New individual life

insurance policies per

agent (policies per

agent per month) 1.2 1.2

Persistency ratio (%)
13 months 91.4 90.9
25 months 86.5 86.4

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Insurance Business

Ping An Life’s life insurance products are
primarily distributed through a network of over
1.10 million life insurance sales agents, 4,768
group insurance sales representatives, about
30 thousand telemarketing agents, and 3,094
bancassurance relation managers.

Ping An Life focuses on its core competitive
advantages of “products + technologies” with
a vision of becoming “the most respected life
insurance company in China”; it constantly
seeks innovations and promotes joint
development of different channels such as
sales agents, bancassurance, telemarketing and
the internet, and is committed to sustainable,
healthy and stable growth in its embedded
value and scale. The individual life insurance
agent channel constantly expands the team,
enhances team management and boosts the
productivity. As at the end of December 2016,
the number of sales agents grew by 27.7%
compared to the beginning of the year to over
1.10 million; the first year written premium per
agent per month grew by 8.1% year on year to
RMB7,821; the sales agents’ per capita monthly
average income grew by 17.4% year on year
to RMB6,016. In the bancassurance channel,
Ping An Life constantly deepens cooperation
with internal and external channels, and
focuses on the high-value regular premium
business; in 2016, the written premium of

new regular premium business grew by

88.5% year on year to RMB3,041 million, a
breakthrough development for Ping An Life.
The telemarketing channel continued to grow
rapidly as the written premium increased

by 29.8% year on year to RMB16,868 million

in 2016, ranking first by market share in the
industry. In the internet channel, Ping An Life
takes advantage of the “Jin Guan Jia” app

and the Group’s online resources to pursue

an 020 business model, targets customer
demands precisely, maintains a comprehensive,
diversified product mix, and cooperates with
third-party platforms to build new growth
drivers; in 2016, the internet channel achieved
RMB5,325 million in written premium.

Annual Report 2016

Ping An Life ensures balanced development of
traditional insurance, participating insurance
and universal insurance businesses, focuses
on development and promotion of long-term
protection-oriented products, and proactively
pursues product innovation. In the second
half of 2016, Ping An Life upgraded its
protection-oriented flagship product “Ping

An Fu” by launching the uniquely positioned
“Ping An Fu + Ping An RUN” package with
expanded illness covers and embedded health
management services to help customers
become healthier and improve customer
experience.

Ping An Life adheres to a customer-centric
approach and utilizes new technologies to
enhance customer relationship management.
Ping An Life has launched an online business
and service platform centered on the “Jin
Guan Jia” app. Since it was launched in 2014,
the “Jin Guan Jia” app has accumulated 98.09
million registered users with a monthly average
activity rate of 30%. In 2016, Ping An Life
retooled the “Jin Guan Jia” app, and upgraded
“Wang Cai” as an exclusive cash account; Ping
An Life upgraded the comprehensive health
management services centered on “Family
Doctor,” which covers 64.47 million users;
meanwhile, Ping An Life has built an innovative
daily-life assistance platform and partnered
with Shanghai Jahwa, Tony’s Farm, etc. to
provide 27.36 million users with diversified
lifestyle services.

Ping An Insurance (Group) Company of China, Ltd.



Ping An Life has always advocated the service
philosophy of “simple, convenient, friendly and
comforting,” constantly improved its business
and service platforms, and built various online
and offline service channels to provide precise
services to customers and boost the NPS of
customer. Ping An Life has pioneered the

“An e Pei” online claims service model, which
has provided over 1.32 million customers

with super-fast online claims services. By
introducing new technologies such as the smart
robot and remote review, Ping An Life has
built a 24-7 online service platform to satisfy
all the policy service needs of customer. In the
over-the-counter (OTC) channel, Ping An Life
has established 29 third-generation “Zhi Xiang
Outlets” across the country, with a customer
satisfaction degree of 95%. Ping An Life has
launched a philosophy of “good services with
warmth” and turned its nearly 1,000 customer
service outlets across the country into
collectors for a book donation initiative, which
has received over 80 thousand donated books.

Operation information of insurance products
In 2016, among all the insurance products
offered by Ping An Life, the top five
contributors to premium income were Zunhong
Rensheng Endowment Insurance, Ping An

Fu Whole Life Insurance, Zunyu Rensheng
Endowment Insurance, Xinli Endowment
Insurance and Xinsheng Whole Life Insurance,
which together generated 27.6% of Ping An
Life’s premium income for 2016.

Annualized
Premium new premium

(in RMB million) Distribution channel income income®
Zunhong Rensheng  Sales agents,

Endowment bancassurance

Insurance

(participating) 20,748 7,019
Ping An Fu Whole  Sales agents,

Life Insurance bancassurance 19,936 9,268
Zunyu Rensheng Sales agents,

Endowment bancassurance

Insurance

(participating)® 13,437 -
Xinli Endowment Sales agents,

Insurance bancassurance

(participating) 12,910 2317
Xinsheng Whole Sales agents,

Life Insurance bancassurance

(participating) 8,849 3,189

(1) Calculated by the CIRC's rules.

(2) Sales of Zunyu Rensheng Endowment Insurance have
been stopped, and the premium income arose from

renewal.

Annual Report 2016

Ping An Annuity

Ping An Annuity was set up in 2004 and is the
first specialized annuity company in China.

Its business scope covers pension insurance,
health insurance, accidental injury insurance,
insurance fund management, annuity business,
pension asset management products, entrusted
management of basic pension funds, health
insurance-related advisory and agency services,
and asset management-related advisory
services, with business outlets throughout

the country. In 2016, Ping An Annuity became
one of the first companies licensed to provide
the basic pension funds with investment
management services. Ping An Annuity is
committed to “becoming the professional
pension asset management institution and
professional social welfare provider in China.”
Ping An Annuity proactively engages in the
pension asset management business centered
on corporate annuities as well as the group
insurance business centered on health care,
casualty insurance and retirement pensions.
As at December 31, 2016, Ping An Annuity had
RMB4,860 million in registered capital, and

was the largest specialized pension insurance
company in China.
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In 2016, Ping An Annuity realized RMB675
million in net profit, 4.7% higher than in 2015; its
short-term and long-term insurance business
scales grew to RMB15,684 million and RMB9,134
million respectively, with leading market shares
in the industry. As at December 31, 2016, Ping
An Annuity had a total of RMB440,094 million in
assets under management including entrusted
corporate annuities, corporate annuities

under investment management, basic pension
funds and other assets under management,
maintaining the leadership among domestic
specialized pension insurance companies.

Ping An Insurance (Group) Company of China, Ltd. ]9
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Business Analysis
Insurance Business

Details of pension assets under management
such as corporate annuities:

(in RMB million) 2016

N
S
U

Contribution to
entrusted corporate
annuities 28,892 33,386

Contribution to
corporate annuities
under investment
management 30,740 26,582

Contribution to basic
pension funds and
other assets under
management 343,817 98,085

December 31, December 31,
(in RMB million) 2016 2015

Entrusted corporate
annuities 165,605 127,226

Corporate annuities

under investment

management 152,189 135,480
Basic pension funds and

other assets under
management 122,300 50,138

Ping An Health

In 2016, Ping An Health maintained steady
growth of its insurance business, and its
premium income increased by 50.7% year on
year to RMB788 million; its online insurance
business developed from scratch and achieved
over RMB100 million in premium income;

its online health insurance products such

as “E Jia Bao” and “E Sheng Bao” became
well recognized by the market. Besides fast
business growth, Ping An Health proactively
builds its presence for the future. First,

Ping An Health strengthens its capability

and platform, has established the first “1 +

N” full-line product system in the industry,
upholds a customer-centric approach, and has
built “digital, smart, whole-process” operating
processes. Second, Ping An Health has created
the app specializing in mobile healthcare
services to provide customers with solutions
to health insurance, medical services, and
health management. Third, Ping An Health has
built a “multi-tier, at home and abroad, 020"
healthcare network to provide customers with
one-stop, whole-process healthcare services.

Annual Report 2016

Financial analysis

Unless otherwise specified, financial data in this
section cover Ping An Life, Ping An Annuity,
and Ping An Health.

Results of Operation
(in RMB million) 2016 2015

Written premium 373,781 299,814

Less: Premium deposits
of policies without
significant insurance
risk transfer (5,311) (5,174)

Less: Premium deposits
separated out from
universal life and
investment-linked

products (77,206) (72,583)
Premium income 291,264 222,057
Net earned premium 288,064 215,627
Investment income 82,191 103,408
Other incomes 17,825 9,860
Total income 388,080 328,895

Claims and policyholders’

benefits (241,283) (213,373)
Commission expense of

insurance business (56,249) (34,823)
Currency exchange gain

or loss (226) 151
General and

administrative expenses (41,392) (35,063)
Finance costs (2,747) (1,740)
Other expenses (15,384) (11,300)

Total expenses (357,281) (296,148)

Income tax (8,203) (13,755)

Net profit 22,596 18,992

In 2016, net profit from the life insurance
business grew by 19.0% year on year due to
combined impacts of the increase in premium
income, decline in investment income,
movement of the benchmark yield curve for
measuring reserves for insurance contracts, and
change in deferred tax assets.

Ping An Insurance (Group) Company of China, Ltd.



Written premium and premium income

The written premium and premium income
of the Company’s life insurance business are
analyzed below by policyholder type:

Written premium

(in RMB million) 2016

2015

Premium income
2016 2015

Individual business
New business 121,822
Renewed business 231,672

88,152 1

10,331 76,279

193,910 164,848 132,085

Subtotal of

Written premium analyzed by product type

(%)
2016 (2015)

Participating insurance 386 (41.5)
Universal insurance 24.8 (28.5)
Traditional life insurance 13.7 (11.4)
Long-term health insurance 11.8 (9.7)

Casualty & short-term health insurance 7.2 (6.8)

Annuity 34 (1.3)
Investment-linked insurance 0.5 (0.8)

individual business 353,494 282,062 275,179 208,364

Group business

New business 20,260 17,706 16,065 13,673
Renewed business 27 46 20 20
Subtotal of group

business 20,287 17,752 16,085 13,693
Total 373,781 299,814 291,264 222,057

(1) As policyholders are individuals or groups, the Company
has reclassified its life insurance business into individual
business and group business, and has adjusted the data
for 2015 accordingly.

The written premium of the Company’s life
insurance business is analyzed below by
product type:

(in RMB million) 2016 2015
Participating insurance 144,419 124,513
Universal insurance 92,860 85,567
Traditional life insurance 51,089 34,168
Long-term health

insurance 44,237 29,066
Casualty & short-term

health insurance 26,819 20,377
Annuity 12,605 3,792
Investment-linked

insurance 1,752 2,331
Total written premium of

life insurance business 373,781 299,814

Annual Report 2016

The Company focuses on long-term

protection-oriented products, and constantly
boosts the share of such products in premium

income to improve the product mix.

The written premium of the Company’s life

insurance business is analyzed below by region:

(in RMB million) 2016 2015
Guangdong 64,537 49,704
Shandong 22,912 18,131
Beijing 22,178 19,241
Jiangsu 21,891 17,592
Zhejiang 20,782 16,887
Subtotal 152,300 121,555
Total written premium of

life insurance business 373,781 299,814

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Insurance Business

Written premium analyzed by region
(%)
2016 (2015)

® Guangdong 17.3 (16.6)
® Shandong 6.1 (6.0)
® Beijing 5.9 (6.4)
Jiangsu 5.9 (5.9)
® Zhejiang 5.6 (5.6)
® Other regions 59.2 (59.5)

Total investment income

(in RMB million) 2016 2015
Net investment income™® 91,866 73,587
Net realized and

unrealized gains® (9,144) 33,200
Impairment losses (617) (3,542)
Total investment income 82,105 103,245
Net investment

yield (%)® 6.0 5.7
Total investment

yield (%)® 5.3 8.0

(1) Including deposit interest income, bond interest income,
dividends from equity investments, and rents from real
estate investments.

(2) Including capital gains from securities investments and
profits/losses from fair value changes.

(3) Net foreign currency gains/losses on investment assets
denominated in foreign currencies are excluded from the
above investment yields. Average investment assets used
as the denominator are computed in line with principles
of the Modified Dietz method.

In 2016, the net investment income of the life
insurance business grew by 24.8% year on year
due to increases in fund dividend payouts and
interest income from fixed-income investments.
The net investment yield of the life insurance
business was 6.0%, up by 0.3 percentage point
year on year. The Company improved asset
allocation by forward-looking investment in
high-quality fixed-income assets and preferred
shares and dynamic management of equity
investments.

Annual Report 2016

In 2016, as realized capital gains from stocks
and funds decreased significantly due to weak
capital markets, the total investment income
of the life insurance business declined by 20.5%
year on year, and the total investment yield
was 5.3%, down by 2.7 percentage points year
on year.

Claims and policyholders’ benefits

(in RMB million) 2016 2015
Surrenders 16,050 16,578
Claims 23,576 16,516
Annuities 5,907 5,882
Maturity and survival

benefits 24,520 18,713
Policyholder dividends 11,236 8,455
Interest credited to

policyholder contract

deposits 17,365 21,387
Net increase in life

insurance reserves 142,629 125,842
Total of claims and

policyholders’ benefits 241,283 213,373

Claims grew by 42.7% year on year due to
continued growth of the casualty and health
insurance business.

Maturity and survival benefits grew by 31.0%
year on year, mainly because some products
reached the peak of maturity in 20716.

The policyholder dividends increased by 32.9%
year on year due to growth of the participating
insurance business and higher dividend payouts
than in 2015.

The interest credited to policyholder contract
deposits decreased by 18.8% year on year due
to lower investment income which reduced
interest payment on universal insurance
accounts.

Commission expense of insurance business

(in RMB million) 2016 2015
Health insurance 17,420 10,005
Accident insurance 5,681 3,193
Life insurance and

others 33,148 21,625
Total 56,249 34,823

Ping An Insurance (Group) Company of China, Ltd.



In 2016, the commission expense of the
insurance business (mainly paid to the
Company’s sales agents) increased by 61.5%
year on year due to expansion of the insurance
business.

General and administrative expenses

In 2016, the general and administrative expenses
increased by 18.1% year on year mainly due to
expansion of the insurance business, higher
operating costs such as labor and office
expenses, and the value-added tax reform.

Finance costs

In 2016, the finance costs increased by 57.9%
year on year due to bond issues that caused
higher interest expense.

Income tax

The income tax expense decreased significantly
due to the lower taxable profit for the current
period and changes in deferred tax assets for
the same period in 2015.

PROPERTY AND CASUALTY INSURANCE
BUSINESS

Business overview

The Company conducts property and casualty
insurance business mainly through Ping An
Property & Casualty and Ping An Hong Kong.
As at December 31, 2016, Ping An Property &
Casualty had registered capital of RMB21,000
million, net assets of RMB63,649 million and total
assets of RMB283,623 million. In 2016, Ping An
Property & Casualty realized RMB12,700 million
in net profit.

In 2016, the property and casualty insurance
market maintained steady growth. Automobile
insurance is still the mainstay of property and
casualty insurance. Implementation of the

new “Ten National Rules” and the “One Belt,
One Road” initiative continued to unleash
government policy benefits and created

a favorable environment for property and
casualty insurance. The reform of commercial
auto insurance premium rates and the China
Risk Oriented Solvency System (C-ROSS),
motivated property and casualty insurers to
improve risk pricing, product structure and
asset allocation, which facilitated the industry’s
development.

Annual Report 2016

Adhering to a customer-centric model, Ping An
Property & Casualty outpaced its major peers in
China by customer satisfaction, and reinforced
its competitive strength as China’s “No.1 brand”
of auto insurance and property and casualty
insurance. Basing its business on risk screening,
Ping An Property & Casualty keeps improving
its risk screening ability, cost structure and
resource use efficiency. With steady business
growth, Ping An Property & Casualty has
established a reputation for quality services.
Over the past 6 years, it has rolled out

the “online + offline” claim service model,
supported by a smart loss assessment platform
and such innovative services such as “Mobile
Claim” and “Xiao’an Guide”. It aims to offer

the most efficient, convenient, transparent,
considerate and trustworthy services.

In 2016, Ping An Property & Casualty stepped
up efforts to develop internet insurance, and
rolled out the model of “internet + automobile
lifestyle” in the industry by integrating internal
and external resources. It regards the “Ping
An Auto Owner” app as a major business
platform and clearly positions it as an “auto use
assistant and auto owner safeguard”. Starting
with offline-to-online customer migration,

big data application to risk screening and
accurate pricing, and better user experience
with technology, Ping An Property & Casualty
aims to develop a customer-centric and open
platform for online operations and auto life
services. As at December 31, 2016, over 17.74
million customers linked their auto use with
“Ping An Auto Owner” app, which ranked

first in the auto aftermarket by the number of
monthly active users.

In 2016, Ping An Property & Casualty recorded
premium income of RMB177,908 million, up 8.7%
over the previous year. The premium income of
auto insurance grew by 13.4% year on year to
RMB148,501 million. Cross-selling, telemarketing
and online channels generated premiums of
RMBS81,725 million, up 8.3% year on year, while
premiums from car dealers channel grew by
22.4% year on year to RMB41,485 million. Ping An
Property & Casualty recorded premium income
of RMB124,554 million from individual auto
insurance, up 14.8% over the prior year.

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Insurance Business

Market share

The original insurance premium income and
market share of Ping An Property & Casualty
are as follows:

2016 2015
Original premium income
(in RMB million) 177,908 163,641
Including: auto
insurance (in RMB
million) 148,501 130,984
Market share (%)™ 19.2 19.4
Including: market share
of auto insurance (%) 21.7 21.1

(1) Market shares were calculated in accordance with the
PRC insurance industry data published by the CIRC.

According to the CIRC’s data on China’s
insurance industry, Ping An Property &
Casualty’s original premium income accounted
for about 19.2% of the total of Chinese property
and casualty insurance companies, while the
original premium income of its auto insurance
accounted for about 21.7% of the total of the
market. Thus, it is the second-largest property
and casualty insurance company in China by
original insurance premium income.

Combined Ratio

In 2016, China’s property and casualty industry
maintained sound operations, but competition
intensified. Insisting on innovation, Ping An
Property & Casualty utilized new technologies
and big data to enhance its industry-leading
capabilities of risk screening, kept improving
the efficiency of resources use and thus
maintained sound profitability. The combined
ratio was 95.9%, while that of individual auto
insurance was 97.9%.

Annual Report 2016

Combined Ratio
(%)

953 956 959
376 389 415
2014 2015 2016

Expense ratio . Loss ratio

(1) Loss ratio = claim payments/net earned premiums

(2) Combined ratio = (claim payments + commission
expenses of insurance business + general and
administrative expenses - investment-related general
and administrative expenses - reinsurance commission
income)/net earned premiums

Summary of Operating Data

December 31, December 31,

2016 2015
Number of customers

(in thousand)
Individual 40,571 37,367
Corporate 2,804 2,284
Total 43,375 39,651
Distribution network
Number of direct sales

representatives 7,658 7,538
Number of insurance

agents® 141,369 74,543

(1) Insurance agents consist of individual, captive and
concurrent agents.

Ping An Property & Casualty distributes its
products mainly through its network of 41
branches and over 2,400 sub-branches across
the country. Main distribution channels include
in-house sales representatives, sales agents,
brokers, telemarketing, online marketing and
cross-selling.

Ping An Insurance (Group) Company of China, Ltd.



Reinsurance arrangement In 2016, Ping An Property & Casualty continued

In 2016, Ping An Property & Casualty recorded its proactive reinsurance policies, which

ceded premiums of RMB15,715 million, in strengthened its underwriting capabilities,
which RMB9,971 million, RMB5,709 million and diversified operating risks and ensured healthy
RMB35 million were from auto insurance, and steady growth. It stepped up efforts to
non-auto insurance and accident and health partner with more reinsurers to increase ceding
insurance, respectively. Its inward reinsurance channels. Ping An Property & Casualty has been
premiums reached RMB89 million, mainly from in close cooperation with nearly 100 reinsurance
non-automobile insurance business. companies and reinsurance brokers worldwide,

including China Property & Casualty Re, Swiss
Re, Munich Re and Hannover Re.

Operations of insurance products

In 2016, among all the commercial insurance products offered by Ping An Property & Casualty,
the top five with the highest premium income are auto insurance, guarantee insurance, liability
insurance, corporate property and casualty insurance, and accidental injury insurance, the total
premium income of which accounted for 96.0% of the premium income of Ping An Property &
Casualty in 2016.
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Insurance

Insured Premium Claim Underwriting contract

(in RMB million) amount income expenses profit liabilities

Auto insurance 32,427,751 148,501 72,487 2,704 110,737

Guarantee insurance 131,296 8,136 3,091 2,696 19,265

Liability insurance 9,658,060 5,183 2,106 376 4,816
Corporate property and casualty

insurance 11,505,545 4,856 1,552 42) 5,028

Accidental injury insurance 206,529,263 4,157 1,156 1,141 1,732

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd. 25



Business Analysis
Insurance Business

Financial Analysis

Other than those specified, the financial data in
this section include that of Ping An Property &
Casualty together with Ping An Hong Kong.

Results of Operation

(in RMB million) 2016 2015
Premium income 178,291 163,955
Net earned premiums 153,556 134,219
Reinsurance commission
income 6,078 7,703
Investment income 8,797 9,946
Other income 874 855
Total income 169,305 152,723
Claim expenses (83,531) (76,137)
Commission expenses of
insurance operations (25,486) (19,704)
Foreign currency gains/
(losses) 92 58
General and administrative
expenses (44,514) (40,538)
Including: investment-
related general
and administrative
expenses (125) (292)
Finance costs (451) (222)
Other expenses (486) 221)
Total expenses (154,376) (136,764)
Income tax (2,614) (3,437)
Net profit 12,315 12,522

In 2016, the net profit of property and casualty
insurance remained generally stable, with a
slight decline of 1.7%.

Annual Report 2016

Premium income

(in RMB million) 2016 2015
Auto insurance 148,645 131,117
Non-auto insurance 24,686 28,739
Accident and health

insurance 4,960 4,099
Total premium income 178,291 163,955

Premium income by product type
(%)
2016 (2015)

® Auto insurance 83.4 (80.0)
® Non-auto insurance 13.8 (17.5)
® Accident and health insurance 2.8 (2.5)

Auto insurance. Premium income rose by 13.4%
year on year, mainly due to Ping An Property &
Casualty’s increased efforts to boost business
in a favorable market environment. Premiums
from cross-selling, telemarketing, online
marketing and car dealers grew steadily.

Non-auto insurance. Premium income fell by
14.1% year on year, in which that of guarantee
insurance dropped by 39.9% from RMB13,532
million in 2015 to RMBS8,136 million in 2016. Such
a change is mainly due to the Company’s
adjustment to product structure, resulting in
decreasing sales of existing products. Liability
insurance generated premium income of
RMB5,254 million in 2016, up 25.8% from RMB4,178
million in 2015.

Accident and health insurance. The accident
and health insurance business developed
steadily, with a year-on-year increase of 21.0%
in premium income.

Ping An Insurance (Group) Company of China, Ltd.



Below is a breakdown of premium income for
our property and casualty insurance business
by region:

(in RMB million) 2016 2015
Guangdong 27,771 25,840
Jiangsu 12,155 11,561
Sichuan 11,432 10,079
Zhejiang 10,842 9,785
Shanghai 10,403 9,561
Subtotal 72,603 66,826

Total premium income 178,291 163,955

Premium income by region
(%)
2016 (2015)

® Guangdong 15.6 (15.8)

® Jiangsu 6.8 (7.1)

® Sichuan 6.4 (6.1)
Zhejiang 6.1 (6.0)

® Shanghai 5.8 (5.8)

® Others 59.3 (59.2)

Total investment income

(in RMB million) 2016 2015

Net investment income @ 12,448 9,631

Net realized and

unrealized gains® (3,755) 1,022

Impairment losses 104 (707)
Total investment income 8,797 9,946

Net investment yield (%)® 6.8 6.3

Total investment yield (%)® 4.8 6.5

(1) Net investment income includes interest income from
deposits and bonds, dividend income from equity
investments, and operating lease income from investment
properties, etc.

(2) Net realized and unrealized gains include realized gains
from securities investments and gains or losses through
fair value change.

(3) Net foreign currency gains or losses on investment assets
denominated in foreign currencies are excluded in the
calculation of the above yields. Average investment
assets used as the denominator are computed based on
the Modified Dietz method in principle.
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In 2016, the net investment income of our
property and casualty insurance business
increased by 29.2%, mainly due to the growth
of the interest income from fixed-income
investments and dividend income from equity
investment. Net investment yield was 6.8%.

Influenced by domestic capital market’s
continuous depression, net realized investment
income such as capital gains of stocks and
funds decreased significantly. In 2016, total
investment income of property and casualty
insurance business decreased by 11.6% over the
same period in 2015, and its total investment
vield was 4.8%, down by 1.7 percentage points
compared with 2015.

Claims expenses

(in RMB million) 2016 2015
Auto insurance 72,576 66,494
Non-auto insurance 8,978 8,058
Accident and health

insurance 1,977 1,585
Total 83,531 76,137

Claim expenses attributable to auto insurance
business increased by 9.1% year on year, mainly
due to the growth in auto insurance business.

Claim expenses attributable to non-auto
insurance business grew by 11.4% year on year,
mainly due to the growth in compensation for
major disasters.

Claim expenses attributable to accident and
health insurance business rose by 24.7% year on
year, primarily due to the growth in business
scale.

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Insurance Business

Commission expenses of insurance operations

(in RMB million) 2016 2015
Auto insurance 21,055 14,423
Non-auto insurance 3,394 4,515
Accident and health

insurance 1,037 766
Total 25,486 19,704
Commission expenses

as a percentage of

premium income (%) 14.3 12.0

Commission expenses of property and casualty
insurance business grew by 29.3% year on year,
while their proportion in premium income
climbed by 2.3 percentage points year on year,
mainly due to premium income growth and
intensified competition after the reform in auto
insurance’s premium rates.

General and administrative expenses

In 2016, general and administrative expenses
grew by 9.8% year on year, mainly due to
growth in business scale, labor cost, inputs in
customer services and the reform of replacing
business tax with value-added tax.

Income tax
In 2016, income tax dropped by 23.9% year on
year, mainly due to a decline in taxable profit.

Annual Report 2016

INVESTMENT PORTFOLIO OF INSURANCE
FUNDS

The insurance funds are formed by the funds
available for investment from the Company
and its subsidiaries engaged in the insurance
business. The investment portfolio of insurance
funds represents a majority of the investment
assets of the Group. This section analyzes the
investment portfolio of insurance funds.

In 2016, the global economy was filled with
complexities, while China’s economy stayed
within a reasonable range, with a moderate
rally in prices and tightened financial
regulation. Stocks and bonds experienced wide
fluctuations throughout 2016. The beginning of
the year saw a slump in the A-share market,
while bonds fluctuated wildly at the end of
the year, with the number of credit risk events
hitting a record high. The Company carried
out in-depth analyses of macro-economic
trends, proactively allocated funds to quality
fixed-income assets and preferred stocks

with controlled risks, seized opportunities in
the volatile equity market, and adjusted the
allocation to equities flexibly. Besides, it also
invested in Hong Kong stocks to diversify
investment risks in the portfolio. The Company
faces the challenge of low interest rates in
investment with insurance funds. Though the
bond market has experienced great corrections
since the fourth quarter of 2016, and the
pressure brought by low interest rates was
alleviated, whether the situation will continue
is subject to further observation. As early as

in 2013 and 2014, Ping An started to invest in
quality high-yield alternative assets. When

the economic growth slowed down amid
structural transformation, the Company laid
more stress on government bonds, railway
bonds and banks’ preferred stocks featured by
safety and stable yields. By lifting investment
returns through various channels, it managed
to withstand challenges brought by low interest
rates.

Ping An Insurance (Group) Company of China, Ltd.



The Company continued to improve the
internal control mechanism for investment risk
management, and further consolidated the
basis for risk management in insurance funds
investment. Firstly, to meet the CIRC’s solvency
aligned risk management requirements,

the Company improved its capabilities of
managing market and credit risks under the
C-ROSS, received the CIRC’s recognition for
its achievements and became an industry
benchmark. Secondly, the Company developed
the framework of managing and monitoring
insurance funds operations, created standard
tools for internal credit rating, enhanced rules
of credit rating and counterparty management,
tracked rating regularly, reviewed the position
by industry thoroughly, and reinforced
procedures of ex-ante, in-the-process and
ex-post risk control, so as to ensure security
and yields of insurance funds. Thirdly, the
Company continued risk management efforts
such as five-category asset classification and
internal audits of insurance funds operations,
ensured close monitoring and knowledge

of risk profiles in investment and took
countermeasures in a timely manner.

The Company controls risks in alternative
assets in three aspects. The first one is asset
allocation. We have developed a set of
effective and scientific asset allocation models,
which assess the risk-return profile of different
asset classes by risk appetite of insurance
funds and take the markets’ overall credit
spread expectation as an important input.
While keeping the overall risk within the set
range of risk appetite, the Company formulated
strategic asset allocation plans for each
account and set the upper and lower limits

on alternative investment. The second is asset
selection. The Company asks trustees to select
underlying assets in strict accordance with
internal and external industry, credit and region
standards. Besides, projects should also be
approved by entrusting parties and the Group’s
Investment Management Committee (IMC).

The third is management after investment.

Our post-investment management team tracks
operations, yields and risk profile of projects.
As at December 31, 2016, there was no credit
risk event relating to the non-standard assets
the Company invested in.

Annual Report 2016

On the whole, risks in the alternative assets

we invest in are controllable. In terms of

credit status, over 95% of the debt plans

and trust plans the Company holds are
externally AAA-rated, more than 70% of which
have guarantee or collateral. Over 80% of

the projects have full-coverage cash flow,
indicative of controllable credit risks. In terms
of industry and region, our underlying assets
are mainly in highway, urban construction,
electricity and land reserve industries in
developed and coastal regions such as Beijing,
Jiangsu, Guangdong and Tianjin. In terms of
investment timing and vield, Ping An invested
in alternative assets mainly in 2013 and 2014,
which was a golden period filled with quality
projects. With a high average vield, these
assets will generate stable returns for insurance
funds. The average total investment yield on
the Company’s insurance fund investment
portfolio for the past 10 years was 5.3%, and the
average fair-value-based investment yield for
the past 10 years was 5.7%; the fair-value-based
investment income is the sum of the total
investment income for the current period and
the change in the fair value of available-for-sale
financial assets for the current period.

&
wv
e
<
=z
<<
[=]
=z
<<
=z
o)
(2]
w
2
(%)
&
(=]
[
Zz
w
=
w
(V)
<
Z
<
=

Investment income

(in RMB million) 2016 2015
Net investment income @ 105,030 84,740
Net realized and

unrealized gains® (12,821) 34,278
Impairment losses (495) (4,268)
Total investment

income 91,714 114,750
Net investment

yvield (%)® 6.0 5.8
Total investment

yield (%)® 5.3 7.8

(1) Net investment income includes interest income from
deposits and bonds, dividend income from equity
investments, and operating lease income from investment
properties, etc.

(2) Net realized and unrealized gains include realized gains
from securities investments and profit or loss through fair
value change.

(3) Net foreign currency gains/losses on investment assets
denominated in foreign currencies are excluded in the
calculation of the above yields. Average investment
assets used as the denominator are computed based on
Modified Dietz method in principle.
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Business Analysis
Insurance Business

In 2016, net investment income of our investment portfolio of insurance funds rose by 23.9% year
on year, mainly due to the growth in interests of fixed-income investments and dividend of
equity investments. Net investment yield increased by 0.2 percentage point to 6.0%. The Company
improved asset allocation by forward-looking investment in high-quality fixed-income assets and
preferred stocks and dynamic management of equity investments.

Due to the weak domestic capital market, realized gains including stock and fund trading profit
decreased significantly. In 2016, total investment income of our insurance fund portfolio dropped

by 20.1% year on year, while total investment yield decreased by 2.5 percentage points to 5.3%.

Investment Portfolio

December 31, 2016 December 31, 2015
(in RMB million) Carrying value % Carrying value
By category
Fixed-income investments
Term deposits 206,548 10.5 193,248 1.1
Bond investments 910,968 46.2 829,245 47.9
Debt scheme investments 135,781 6.9 136,414 7.9
Wealth management products®™ 124,004 6.3 117,970 6.8
Other fixed income investments® 93,497 4.7 68,931 40
Equity investments
Stocks 136,350 6.9 124,254 7.2
Equity funds 30,096 1.5 48,275 2.8
Bond funds 12,544 0.7 20,067 1.2
Preferred stocks 74,721 3.8 43,732 25
Wealth management products® 42,114 2.1 24,338 14
Other equity investments® 38,069 1.9 19,692 1.1
Investment properties 43,442 2.2 25,350 15
Cash, cash equivalents and others 123,664 6.3 80,103 46
Total investments 1,971,798 100.0 1,731,619 100.0
By purpose
Financial assets carried at fair value through
profit or loss 64,461 3.3 33,129 1.9
Available-for-sale 471,914 23.9 440,032 254
Held-to-maturity 721,527 36.6 647,568 37.4
Loans and receivables 662,058 33.6 576,996 333
Others 51,838 2.6 33,894 2.0
Total investments 1,971,798 100.0 1,731,619 100.0

(1) Wealth management products include trust schemes of trust companies, wealth management products of commercial
banks, etc.

(2) Other fixed income investments include assets purchased under agreements to resell, policy loans, statutory deposits for
insurance operations, etc.

(3) Other equity investments include equity investments of infrastructure projects and non-listed equity investments, etc.
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Investment Portfolio
(%)
December 31, 2016 (December 31, 2015)

SOLVENCY MARGIN
An insurance company is required to have a
level of capital commensurate with its risk level

and business scale to ensure the adequacy of
solvency.

To adapt to increasingly diversified risks and
increasingly complex regulatory requirements
in China’s insurance market, the CIRC unveiled
the “Solvency Regulatory Rules (No.1-17) for
Insurance Companies” in February 2015 and
enforced them in January 2076.

. ® Fixed-income investments 74.6 (77.7)
i ® Equity investments 16.9 (16.2)
: ® Cash, cash equivalents and
others 6.3 (4.6)
Investment properties 2.2 (1.5)

The solvency margin ratios of Ping An’s insurance subsidiaries under the C-ROSS are as follows:

‘2
wv
5
<<
Z
<<
(=]
=z
<<
=z
=]
w
wv
=]
(V)
@
(=]
-
z
w
=
w
9
<<
Z
<<
=

Ping An Life Ping An Property & Casualty Ping An Annuity Ping An Health
December 31, December 31, December 31, December 31, December 31, December 31, December 31, December 31,
(in RMB million) 2016 2015 2016 2015 2016 2015 2016 2015
Core capital 501,710 418,366 63,439 58,029 6,306 5,981 251 324
Actual capital 533,710 444,366 71,439 66,029 6,306 5,981 251 324
Minimum capital 236,304 202,289 26,725 24,498 2,529 2,144 170 129

Core solvency margin ratio 212.3% 206.8% 237.4% 236.9% 249.3% 279.0% 147.4% 250.2%

Comprehensive solvency
margin ratio 225.9% 219.7% 267.3% 269.5% 249.3% 279.0% 147.4% 250.2%

(1) Core solvency margin ratio =core capital/minimum capital; comprehensive solvency margin ratio =actual capital/minimum
capital.

(2) For details of subsidiaries’ solvency margin, please visit the Company’s website (www.pingan.cn).

(3) Figures may not match totals due to rounding.

As at December 31, 2016, the solvency margin ratios of Ping An Life, Ping An Property & Casualty,
Ping An Annuity and Ping An Health were all above the regulatory requirements.
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Business Analysis

Banking Business

e Ping An Bank maintained stable profitability by recording a net profit of
RMB22,599 million and revenue of RMB107,715 million. Its business scale
grew steadily, while deposits, and loans and advances increased by 10.8%
and 21.4% respectively from the beginning of the year.

e Ping An Bank facilitated the development of a smart retail bank and
insisted on being asset-light, capital-light, industry-oriented and
professional with its corporate business. It enhanced risk management and

scaled up provision and collection.

e Ping An Bank developed a proper network of business outlets and opened
75 new business outlets from the beginning of the year.

The Company engages in banking business
through Ping An Bank, which is a national
joint-stock commercial bank headguartered in
Shenzhen, and is listed on the Shenzhen Stock
Exchange (stock code: 000001). As at December
31, 2016, Ping An Bank boasted total assets

of RMB2.95 trillion, net assets of RMB202,171
million and registered capital of RMB17,170
million. Ping An Bank provides corporate, retail,
and government clients with multiple financial
services through 1,072 outlets across the
country.

In 2016, the government pushed ahead with the
supply-side reform, which yielded initial results.
China’s economy was stable with a rally. The
PBOC maintained prudent monetary policies,
adopted more flexible regulation tools, and
optimized the macro-prudential regulation
framework.

To adapt to economic trends, Ping An Bank
set the strategic goal of transforming itself
into a retail bank. It aims to offer smart,
mobile and professional retail banking services
centering on “SAT (social media + applications
+ remote service teams) + the smart main
account”, promote the synergic development
of corporate business and interbank business
by implementing the philosophy of being
asset-light, capital-light, industry-oriented

and professional with investment banking
attributes, and facilitate the development of
retail business by creating synergy.

Annual Report 2016

In 2016, Ping An Bank’s net profit climbed

by 3.4% year on year to RMB22,599 million.

As at December 31, 2016, Ping An Bank had
deposits of RMB1,921,835 million, up 10.8%
from the beginning of the year, which laid a
solid foundation for its business development.
Loans and advances grew by 21.4% from the
beginning of the year to RMB1,475,801 million.

Ping An Bank maintained steady income
and improved operating efficiency. Keeping
abreast of market trends, Ping An Bank
adjusted its business structure, stepped up
efforts to develop intermediary business and
improved its operating efficiency. In 2016,
Ping An Bank’s revenue rose by 12.0% year
on year to RMB107,715 million, including net
non-interest income of RMB31,304 million,

up 13.0% year on year. This is mainly due

to the increase in fee income from credit
cards and wealth management. The deposit
structure was improved, and the daily average
proportion of current deposits (excluding
margin) rose by 6 percentage points from
last year. The cost-to-income ratio fell by
5.34 percentage points year on year to 25.97%.
Despite the reform of replacing business tax
with value-added tax launched on May 1, 2016,
the net interest spread (NIS) and net interest
margin (NIM) remained stable in 2016 at 2.60%
and 2.75% respectively.

Ping An Bank deepened reform and innovation
and facilitated the development of a smart
retail bank. Ping An Bank deepened the reform
of its retail business unit, and sped up to forge
a smart retail bank with the features of Ping An

Ping An Insurance (Group) Company of China, Ltd.



through customer migration and technology
innovation. As at the end of 2016, Ping An Bank
boasted 40.47 million retail customers, up 27.4%
from the beginning of the year. Individual
customers’ assets under management (AUM)
rose by 19.5% from the beginning of the year
to RMB797,600 million. Retail loans under
management (LUM, excluding credit cards

and small business loans) soared by 42.0%
from the beginning of the year to RMB291,300
million. The total number of credit card holders
was 22.74 million, rising by 29.8% from the
beginning of the year. The transaction volume
of credit cards grew by 38.9% year on year to
RMB1,121,100 million. Due to business growth,
Ping An Bank’s retail business generated a net
profit after tax of RMB9,315 million, jumping by
147.2% year on year.

Ping An Bank promoted business growth

by implementing the philosophy of being
asset-light, capital-light, industry-oriented
and professional with investment banking
attributes. By consolidating corporate,
investment banking and interbank businesses,
Ping An Bank restructured its corporate
business and operated in line with the
philosophy of being asset-light, capital-light,
industry-oriented and professional with
investment banking attributes. Insisting on
being differentiated, it stepped up efforts

to adopt the “C+SIE+R (core customers +
supply chain, industry chain and ecosystem

+ retail customers)” model, and embarked

on the development of “commercial banking
+ investment banking”. Ping An Bank scored
increasingly remarkable achievements in
internet finance, while the transaction volume
on its Orange-e-platform hit RMB1.48 trillion,
soaring by 92.5% year on year. It launched the
“Ping An Gold” app, the first of its kind for gold
investment. In 2016, the net asset value under
custody amounted to RMB5.46 trillion, while
the daily AUM soared to RMB982,000 million, a
significant increase from the previous year.

Ping An Bank enhanced risk management
and scaled up provision and collection. It
optimized its credit structure, tightened the
control over risks in new business, scaled up
collection and disposal of non-performing
assets (NPAs), provision and write-offs, and
maintained generally stable asset quality. In

Annual Report 2016

2016, Ping An Bank’s loan impairment losses
grew by 52.1% year on year to RMB45,435
million. From the beginning of the year, its
loan loss provisions rose by 36.5% to RMB39,932
million, while the provision to loan ratio
climbed by 0.30 percentage point to 2.71%.

The non-performing loan ratio was 1.74%

while the provision coverage rate reached
155.37%. In managing special assets, Ping An
Bank improved its risk disposal and quick

risk mitigation capabilities. Throughout the
year, it clawed back NPAs of RMB5,246 million,
including loan principal of RMB4,852 million. 88%
of the NPAs were collected in cash, while the
rest in kind.

Ping An Bank pushed ahead with capital
replenishing and developed a proper network
of business outlets. Ping An Bank issued
preferred stocks worth RMB20,000 million
through private placement in March 2016

to replenish other Tier 1 capital, and Tier-2
capital bonds worth RMB10,000 million in April
to increase Tier 2 capital, which guaranteed
business development. It developed a proper
network of business outlets, and opened 6 new
branches and added 75 new business outlets in
total in 2016. As at the end of 2016, the number
of its branches and business outlets reached 60
and 1,072 respectively.

OPERATING RESULTS

Pursuant to the accounting standards, the
identifiable assets and liabilities acquired
upon the merger with Original SDB were to
be recognized and measured at fair value on
the date of merger. As a result, the figures

of Original SDB in the consolidated financial
statements of the Group were the results of
further calculation on the basis of the fair
value of its assets and liabilities on the date
of merger. Therefore, there were differences
between the data of the segment operating
results of the Group’s banking business in the
financial statements and those of the operating
results of Ping An Bank as disclosed in its
annual report.

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Banking Business

Below is an analysis of the operating results of NET INTEREST INCOME
Ping An Bank. The data came from its annual (in RMB million) 2016 2015
report for 2076.

Interest income

(in RMB million) 2016 2015¢ Due from the PBOC 4,240 4,206
, _ Due from financial
Net interest income 76,411 68,461 institutions 8,787 12.660
Net feesA ahd } Loans and advances
commission income 27,859 24,083 to customers 84,904 86,140
Investment income 2,368 3,924 Interest income from
Profit or loss through securities investment 29,665 28,271
fair value change 49 107 Others 3,523 2,876
Foreign exchange
gains/(losses) 882 (573)  Total interest income 131,119 134,153

Income from other Interest expenses

businesses 146 161
Due to the PBOC (948) (168)
Total income 107,715 96,163 Due to financial
institutions (8,531) (17,275)
Tax and surcharges (3,445) (6,671) Customer deposits (35,895) (42,763)
General and administrative Bonds payable (9,334) (5,486)
expenses (27,973) (30,112) )
) ) Total interest expenses (54,708) (65,692)
Asset impairment losses (46,518) (30,485)
Net interest income 76,411 68,461
Total expenses (77,936) (67,268)

Average balance of

Net non-operating interest-earning

income and expenses 156 (49) assets 2,774,577 2,439,991
Income tax (7,336) (6,981)  Average balance of
interest-bearing
Net profit 22,599 21,865 liabilities 2,572,154 2,282,197
Net interest
) - ) spread(%)™ 2.60 2.62
(1) In 2016, Ping An Bank re-classified the net income of ]
precious metal leasing from net fees and commission Net interest
income into net interest income, and adjusted the data margin(%)<z> 2.75 2.81

for the comparable period accordingly.

Ping An Bank maintained stable profitability, (1) Net interest spread (NIS) refers to the difference

with a net profit of RMB22,599 million for 2016, a between the average vyield of interest-earning assets and
year-on-year increase of 3.4%. the average cost rate of interest-bearing liabilities.

(2) Net interest margin (NIM) refers to net interest income
divided by average balance of interest-earning assets.
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In 2016, Ping An Bank’s net interest income
increased by 11.6% compared with last year. In
the wake of several interest rate cuts and the
lifting of the ceiling on deposit interests during
the past year, as well as the implementation

of price-tax separation in replacing business
tax with value-added tax starting from May

1, 2016, both NIS and NIM slightly dropped as
compared with last year.

NET FEES AND COMMISSION INCOME
(in RMB million) 2016 2015

Fees and commission

income
Settlement fees

income 2,216 1,936
Agency commissions

income 3,005 2,243
Bank card fees income 12,401 9,207
Wealth management

fees income 4,835 3,421
Consultancy fees

income 3,963 5,250
Asset custodian

fees income 2,745 2,939
Account management

fees income 166 164
Others 1,978 1,521

Total fees and
commission income 31,309 26,681

Fees and commission

expenses
Agency expenses (350) (210)
Bank card fees

expenses (2,801) (2,156)
Others (299) (232)

Total fees and
commission expense (3,450) (2,598)

Net fees and
commission income 27,859 24,083

Annual Report 2016

Net fees and commission income increased
by 15.7% in 2016, mainly because of increased
fee income from bank card and wealth
management business.

GENERAL AND ADMINISTRATIVE EXPENSES
(in RMB million) 2016 2015

General and
administrative
expenses 27,973 30,112

Cost-to-income
ratio (%)™ 25.97 31.31

(1) Cost-to-income ratio refers to general and administrative
expenses divided by operating income.

In 2016, general and administrative expenses
decreased by 7.1% compared with 2015, which
was mainly due to strengthened cost control
and improved input-output efficiency, as well
as labour cost control. Cost-to-income ratio
decreased by 5.34 percentage points compared
with last year.

ASSET IMPAIRMENT LOSSES

In 2016, asset impairment losses increased by
52.6% compared with 2015, mainly due to the
increase in loan loss provision of Ping An Bank.

INCOME TAX
2016 2015

Effective tax rate (%)™ 24.51 24.20

(1) Effective tax rate refers to income tax divided by profit
before tax.

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Banking Business

DEPOSITS Loans and advances
December 31, December 31, (%)
(in RMB million) 2016 2015 December 31, 2016 (December 31, 2015)
Corporate deposits 1,652,813 1,453,590
Retail deposits 269,022 280,331
Total deposits 1,921,835 1,733,921 ¢ Corporate loans 633 (63.7)
® Retail loans 24.4 (24.1)
® Accounts receivable on
Deposits credit cards 12.3 (12.2)
(%)

December 31, 2016 (December 31, 2015)

LOAN QUALITY

December 31, December 31,
® Corporate deposits 86.0 (83.8) (in RMB million) 2016 2015

o Retail deposits 14.0 (16.2)

Pass 1,389,396 1,148,011
Special mention 60,703 50,482
Sub-standard 13,833 7,945
Doubtful 4,494 2,141
Loss 7,375 7,559
LOANS AND ADVANCES
December 31, December 31, Total loans and
(in RMB mi||i°n) 2016 2015 ad\/ances 1,475,801 1,2]6,1 38
Total non-performing
Corporate loans 934,857 774,996 loans 25,702 17,645
Retail loans 359,859 293,402 Non_performing loan
Accounts receivable on ratio (%) 1.74 1.45
credit cards 181,085 147,740 |mpa]rment pro\/ision
balance (39,932) (29,266)
Total loans and .
advances 1,475,801 1,216,138 Loan loss provision
ratio (%) 2.71 2.41
Provision coverage
ratio (%) 155.37 165.86

Affected by the macro-economic slowdown,
some companies were faced with operating
difficulties and decreasing financing capacity
with the emergence of overdue loans and
interest, causing the non-performing and
special mention loans of the banking industry
to climb. As at the end of 2016, Ping An Bank’s
carrying amount of non-performing loans was
RMB25,702 million; the non-performing loan ratio
was 1.74%, and the provision coverage ratio
was 155.37%. Ping An Bank actively adopted a
series of measures to manage existing loans,
and increased provision and debt recovery.

As at the end of 2016, loan loss provision ratio
was 2.71%, up by 0.30 percentage point from
the beginning of the year. Meanwhile, it strictly
controlled incremental business to prevent the
asset quality from declining, and maintained
relatively stable asset quality.
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CAPITAL ADEQUACY RATIO

December 31,

December 31,

(in RMB million) 2016 2015
Net core tier 1 capital 170,088 150,070
Net tier 1 capital 190,041 150,070
Net capital 234,387 181,805
Total risk weighted

assets 2,033,715 1,661,747
Core tier 1 capital

adequacy

ratio (%) (regulatory

requirement>=7.5%) 8.36 9.03
Tie 1 capital adequacy

ratio (%) (regulatory

requirement >=8.5%) 9.34 9.03
Capital adequacy

ratio (%) (regulatory

requirement>=10.5%) 11.53 10.94

(1) Capital requirements regarding credit risk, market risk
and operational risk are measured in the weighted
method, standard method and basic index method,

respectively.

As at December 31, 2016, the capital adequacy
ratio of Ping An Bank was 11.53%, with a tier

1 capital adequacy ratio of 9.34% and a core
tier 1 capital adequacy ratio of 8.36%, all of
which were in compliance with the regulatory

requirements.

Annual Report 2016
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Business Analysis
Asset Management Business

Ping An Trust facilitated business transformation and structure
improvement, continued to optimize its risk control framework, embarked

on “wealth + fund” transformation, and recorded industry-leading fees and
commission income.

Ping An Securities strengthened its differentiated advantages and
outperformed peers. In terms of net profit, its ranking rose by 9 places
from 2015 to the 15th.

Ping An Asset Management recorded steady business growth, with
the revenue of third-party asset management hitting a record high to
RMB2,054 million.

TRUST BUSINESS

The Company offers investment and financing
services through Ping An Trust to high-net-
worth individuals (HNW!Is), institutional clients,
interbank clients and other subsidiaries of the
Company. As at December 31, 2016, Ping An
Trust had registered capital of RMB12 billion,
net assets of RMB22,511 million, and total assets
of RMB26,113 million.

Since the beginning of the year, macro-
environment at home has been stable with
signs of improvement, while national strategies
and industry reform have brought investment
opportunities. The pan asset management
market worth over RMB100 trillion teemed

with huge demand, and the number of

HNW households maintained rapid growth.
Facing new opportunities under the new
circumstances, the trust industry should comply
with national strategies, improve investment
and financing efficiency, serve the real
economy and facilitate transformation to gain
new drivers of business growth and achieve
sustainable development.

To adapt to economic and industry trends,

Ping An Trust braved the ever-changing market
and maintained steady growth. Under the new
model of “wealth + fund” centering on “wealth
management, asset management and private
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equity investment banking”, it keeps developing
the capabilities of wealth management and
investment to “better manage the assets
entrusted by customers”. Ping An Trust
strives to be differentiated and distinctive,

so as to “adapt to the new normal, seize new
opportunities and facilitate development”,
serve the real economy and bolster economic
transformation. Moreover, it tightened risk
control, operated with legality and compliance
and maintained sound and steady business
development.

Being customer-centric, Ping An Trust
stepped up efforts in channels, products,
services, systems and risk control to be more
competitive in personal wealth management
and develop services that cover the entire

life cycle of wealth management customers.
The number of active wealth customers

grew steadily. As at December 31, 2016, it

had 52,500 active wealth customers, up 39.4%
from the beginning of the year. By optimizing
products and services, its family trust business
developed quickly, received recognition of
customers and the market, and was recognized
by China Business Journal as “Family Trust
Manager of Competitive Excellence” in the 2016
Competitive Excellence Awards for Financial
Institutions. Meanwhile, it launched insurance
trust business that perfectly links wealth
inheritance and management with insurance.

Ping An Insurance (Group) Company of China, Ltd.




Armed with investment capabilities, Ping

An Trust won clients such as insurers, urban
commercial banks and rural commercial banks
to scale up institutional asset management
business. In the meantime, it develops a funds
matching, asset transfer and buyout platform to
provide institutional investors with professional,
efficient and differentiated services.

In developing private equity investment
banking and equity investment business, Ping
An Trust enhanced cooperation with quality
customers in line with industry trends. It
provides leading domestic companies with
equity, debt, mezzanine financing and fund
services, and plays an active role in funding
such government-backed industries as real
estate, infrastructure, new energy, PPP,

One Belt, One Road initiative and the mixed
ownership reform of state-owned enterprises,
so as to bolster the real economy. Under an
effective risk management framework, Ping An
Trust enhanced project screening, kept project
risks under control, and provided quality and
trustworthy products for investors.

Besides, Ping An Trust also sped up fund-
oriented transformation to develop business
in healthcare, consumption upgrade, energy-
saving and environmental protection, modern
services and advanced manufacturing.

Ping An Trust steadily implemented its
strategic plan, and achieved safe, steady and
healthy development. As at December 31, 2016,
Ping An Trust recorded assets held in trust

of RMB677,221 million, up 21.3% from the end
of 2015. Facing the new normal, it insisted on
business transformation and further adjusted
its business structure. From the end of 2015,
administrative trust AUM soared by 74.2% to
RMB391,095 million, investment assets held

in trust fell by 17.7% to RMB141,311 million,
financing assets held in trust dropped by 10.6%
to RMB144,815 million, and real estate financing
trust decreased by 41.7% to RMB27,163 million.

Annual Report 2016

Assets Held in Trust
December 31, December 31,
(in RMB million) 2016 2015

Investment category

Securities investment 30,129 66,688
Financial institutions’

investment 48,824 33,717
Other investments® 62,358 71,393
Subtotal 141,311 171,798

Financing category
Infrastructure industry

financing 18,257 29,370
Real estate industry financing 27,163 46,611
Corporate loans 86,334 67,008
Other financing® 13,061 19,087
Subtotal 144,815 162,076
Administrative category® 391,095 224,561
Total 677,221 558,435

(1) Other investments refer to investments other than the
above, including structured equity investment, industrial
investment, and other investment businesses.

(2) Other financing refers to financing other than the above,
including financing by acquiring securities, financial
assets and other debts.

(3) An administrative trust refers to a trust scheme under
which a trust company, acting as the trustee, provides
the trustor with administrative and executive services for
specified purposes.

Ping An Insurance (Group) Company of China, Ltd.

)
wv
5
<<
Z
<<
(=]
=z
<<
=z
=]
w
w
=1
(%)
@
(=]
-
z
w
=
w
9
<<
Z
<<
=

39



40

Business Analysis
Asset Management Business

Risk Management

In 2016, adhering to the risk management
principle of “risks creating value and winning
with market-leading risk control”, Ping An
Trust, by combining the expertise of trust
business with the refined risk control system
of commercial banks, established a risk
management framework featured by full
participation, full-process control and full
coverage of business.

In risk management, always attaching great
importance to risk management in business,
Ping An Trust continued to optimize its risk
governance structure, created a risk strategy
framework covering all business segments,
improved quantitative risk management,
enhanced data transparency and record-
based management, and created a sound

risk control environment for business
development. In asset monitoring, Ping An
Trust always prioritizes rule development,
keeps standardizing procedures during and
after investment, unveiled multiple rules and
regulations, and bettered the processes of
loan disbursement review, credit reference
and face-to-face contract signing. It adopted
tiered post-investment management, while its
risk classification and control began to yield
good results. Besides, it carried out rounds of
risk screening, and monitored and checked
implementation of trust projects in an all-round
manner. In compliant operations, Ping An Trust
keeps enhancing the effectiveness and level of
operational risk management, and facilitating
development of the compliance culture,

the mechanism of connected transaction
management and the anti-money laundering
(AML) system.
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With remarkable performance and good
reputation, Ping An Trust secured a
considerable number of authoritative awards
in 2016. It was recognized by Securities Times
as the "“Best Chinese Trust Company” for the
seventh consecutive year. It was again named
“Trust Company of the Year” in Financial News
Chinese Financial Institution Awards. It was
named Excellent Charitable Trust Product
Platform of the Year in the Economic Observer
China Finance Excellence Awards.

Results of Operation

(in RMB million) 2016 2015
Fees and commission income 3,600 5,331
Investment income 1,673 2,356
Other income 422 320
Total operating income 5,695 8,007

Fees and commission

expenses (615) (1,082)
Finance costs (374) (580)
General, administrative

expenses and others (1,955) (2,448)
Total operating expenses (2,944) (4,110)
Income tax (429) (1,009)
Net profit 2,322 2,888

Note: The above figures are presented at segment level
of trust business, including Ping An Trust and its
subsidiaries which carry on trust business.

In 2016, the trust business generated net profit

of RMB2,322 million, a decrease of 19.6% year on
year.

Ping An Insurance (Group) Company of China, Ltd.



Net Fees and Commission Income
(in RMB million) 2016 2015

Fees and commission income
Management fees income

of trust products 3,382 5,157
Income from intermediary
business 218 174
Total fees and commission
income 3,600 5,331
Fees and commission expenses
Fees and commission
expenses (615) (1,082)
Net fees and commission
income 2,985 4,249

Fees and commission income fell by 32.5% year
on year. As trust business grew steadily in 2016,
fixed-rate management fee income climbed

by 11.5% year on year. Because of the capital
market weakness, floating-rate management
fee income of trust products fell by 64.3% year
on year.

The year-on-year decline of 43.2% in fees and
commission expenses mainly resulted from the
efforts to improve sales channels.

SECURITIES BUSINESS

The Company conducts securities business
through Ping An Securities and its subsidiaries,
which are Ping An Futures, Ping An Caizhi,
Ping An Securities (Hong Kong), and Ping An
Pioneer Capital, providing securities brokerage,
futures brokerage, investment banking, asset
management, and financial advisory services.
As at December 31, 2016, Ping An Securities
had registered capital of RMB13,800 million, net
assets of RMB25,649 million and total assets of
RMB91,079 million.

The year 2016 saw volatility in secondary stock
and bond markets. Despite slow recovery from
a sharp two-month fall at the start of the year,
the CSI 300 lost 11.3% in 2016; the daily average
trading volume dropped by 50.4% year on year.
The bond market was volatile in the second and
fourth quarters. The primary market maintained
growth and refinancing and bond issuance
experienced rapid year-on-year growth though
regulations tightened up.

Annual Report 2016

In 2016, as a result of market volatility and
declined brokerage volumes, the industry
suffered a decrease of 49.6% in net profit
compared with the prior year. Ping An
Securities continued to pursue its strategic
transformation and build its differentiation
advantages, outperforming the industry with
a year-on-year decrease of 10.6% in net profit.
Its rankings in respect of major operating
indicators continued to improve. It ranked No.
14 and No. 15 in terms of operating income
and net profit respectively, up 4 and 9 places
respectively from the end of 2015. Its rating
given by the CSRC was raised three notches
back to A in 2016.
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In terms of internet brokerage business, backed
by the Group’s fast-expanding internet finance
eco-system and its own technologies and
expertise, Ping An Securities kept improving
its brokerage service and customer experience
to attract massive customers and boost
customer activity. With an increased market
share and a higher proportion of non-channel
products, Ping An Securities realized net

profit of RMB1,070 million from its brokerage
business, down only 13.5% year on year despite
a fall of 50.4% in the daily average trading
volume on the stock market. As at the end of
December 2016, the number of its brokerage
customers reached 10.08 million, up 138.4% from
a year earlier, representing a market share of
5.7%. Ping An Securities ranked high in the
industry in terms of brokerage customer base.
The Ping An Securities app enjoyed a steady
growth in its active users. It had 4.34 million
monthly active users, ranking No. 2 among
securities firms, up 12 places from the end of
the prior year, and had 1.06 million daily active
users, ranking No. 4, up 8 places from a year
earlier. Ping An Securities kept diversifying its
offerings to provide a wider variety of quality
financial products. As at the end of December
2016, its customers held RMB58,743 million
worth of products, up 197.5% from the start of
the year. Combining internet technologies and
research expertise, Ping An Securities explored
smart, customized wealth management services
and developed intelligent asset allocation
systems. It pioneered the use of big data

to precisely identify customer needs, and
employed professional asset allocation models

Ping An Insurance (Group) Company of China, Ltd. 41
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to provide dynamic customized allocation
plans. Customers have access to its one-stop
asset allocation services guided by the smart
robot. Ping An Securities was named the “Best
Internet Securities Firm” in Securities Times’
2016 China Best Wealth Manager Awards.

In institutional business, Ping An Securities
captured market opportunities and continued
to extend its advantages in the upstream,
midstream and downstream of the fixed income
business. It ranked No. 3 by the number of
bonds lead-underwritten. Its bond trading
business sustained a high yield of 13% amid
high market volatility. Ping An Securities
remained No. T among securities firms in bond
market-making and interest rate swap market-
making. It provided retail and institutional
customers with ready access to its trading
expertise. As at December 31, 2016, the scale of
its active investment management business and
investment consulting business amounted to
RMB206,037 million, up 72.2% from the beginning
of the year; its net income from investment
advising for financial institutions ranked No. 1
in the industry. Ping An Securities also made
breakthroughs in innovative fixed income
products, and issued the first green renewable
corporate bond and the first ABS for real
estate supply chain financing in China. Ping An
Securities was recognized as the “Best Fixed
Income Investment Team” in Securities Times’
2016 China Best Wealth Manager Awards.

In equity business, Ping An Securities deepened
its transformation, and streamlined product
operation processes to bolster the synergies
between account managers and product
managers. On the basis of refinancing, it
explored touch-points at the sales end to
develop equity business. In 2016, Ping An
Securities completed seven secondary equity
offerings. It ranked No. 11 in terms of share
pledge business size, up 8 places from the

end of 2015. With enhanced sales capability,
Ping An Securities completed the largest
offshore privatization project in China. In
investment banking business, it strengthens
coordination with investment business lines

to build presence in industry development
funds, private placement and M&A funds; it also
keeps enhancing cooperation with the Group’s
banking business to exploit the advantages of
integrated finance and pursue its differentiation
strategy.
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In 2016, amid wild market volatility and tighter
regulations, Ping An Securities exercised
constant vigilance against compliance risks
and continuously improved its compliance

risk management system. In quick response to
changing market environments, it monitored
key business risks to avoid material compliance
risk events. Adopting prudent risk policies, it
weathered market volatility and kept enhancing
its asset-liability management and improving
its financing instruments and financing scale.

It successfully issued RMB2,500 million worth

of privately-offered bonds in addition to its
beneficiary certificates, subordinated bonds
and other financing classes.

Going forward, Ping An Securities will deepen
its transformation and continue to enhance

its capability for sourcing quality assets for

its investment banking business and improve
coordination with its investment business. It will
further build its advantages in trading expertise
and boost output to asset management
business. It aims to provide its fast growing
number of retail and institutional internet
brokerage customers with a wider range of
products and better services, turn its strength
in internet brokerage customer acquisition into
business growth, and build itself into a leading
internet securities firm with a focus on retail
business.

Results of Operation

(in RMB million) 2016 2015
Fees and commission income 4,966 6,165
Investment income 2,591 3,327
Other income 1,293 627
Total operating income 8,850 10,119

Fees and commission

expenses (818) (804)
Finance costs (514) (565)
Other expenses (1,130) (672)
General, administrative

expenses and others (3,676) (4,924)
Total operating expenses (6,138) (6,965)
Income tax (497) (676)
Net profit 2,215 2,478

Ping An Insurance (Group) Company of China, Ltd.



Investment income declined as a result of
persistent weakness of capital markets in

2016. Meanwhile, net fees and commission
income also dropped due to the decreased
trading volume in the A-share secondary
market. Securities business saw a year-on-year
decrease of 10.6% in net profit in 2016.

Net Fees and Commission Income
(in RMB million) 2016 2015

Fees and commission income

Brokerage fees income 2,303 4,035
Underwriting commission
income 1,178 1,043

Others 1,485 1,087
Total fees and commission

income 4,966 6,165
Fees and commission expenses

Brokerage fees expenses (655) (754)

Others (163) (50)
Total fees and commission

expenses (818) (804)
Net fees and commission

income 4,148 5,361

In 2016, our brokerage fees income decreased
by 42.9% compared with 2015, primarily
attributable to a sharp fall in the trading
volume in the A-share market. The underwriting
commission income grew by 12.9% compared
with 2015 as Ping An Securities maintained its
advantages in the bond underwriting market
and thus achieved steady growth in bond
underwriting income.

Investment income

Investment income of our securities business
was 22.1% lower than last year, mainly
attributable to the persistent weakness of
capital markets in 2016.

General, administrative expenses and others
In 2016, the general, administrative expenses
and others of securities business dropped by
25.3% year on year, which was mainly due to
strengthened cost control and labour cost
control.

Annual Report 2016

INVESTMENT MANAGEMENT BUSINESS
The Company provides investment
management services primarily through Ping
An Asset Management and Ping An Asset
Management (Hong Kong).

Ping An Asset Management is responsible for
domestic investment management business.

It is entrusted to manage the insurance funds
of the Group as well as the investable assets
of other subsidiaries of the Group. It also
provides investment products and third-party
asset management services to other investors
through various channels. As at December 31,
2016, Ping An Asset Management had RMB1,500
million in registered capital.
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In 2016, China’s economy maintained stability
on the whole. Fixed asset investment growth
steadied, consumption growth was broadly
stable, and prices rebounded slightly. Following
the Renminbi’s depreciation and the triggering
of circuit breakers at the start of the year,
stock markets saw slowly rising troughs
throughout the year. The Shanghai Composite
fell by 12.3%, CSI 300 lost 11.3%, and ChiNext
was down by 27.7% in the year. Despite a fall in
April, the bond market was on a bull run overall
in the first three quarters before corrections
came in the fourth quarter as the economy
warmed up, inflation expectations rose and
funding conditions tightened.

In an ever-changing market, with its long-term
comprehensive asset allocation capabilities
and outstanding investment capabilities
spanning different asset classes, Ping An
Asset Management combined its investment
expertise and market insights to maximize
investment returns with controlled risks. In
third-party asset management business, Ping
An Asset Management gave full play to its
scale and brand advantages and integrated
resources to expand the business and drive
innovation, thereby delivering maximum value
to customers and achieving sustainable, stable
growth in scale and income. As the first of its
kind to implement risk management throughout
the entire investment process, Ping An Asset
Management adopted a comprehensive, strict,
efficient risk management system to ensure
stable and compliant asset operation and
safeguard customer interests.
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In 2016, Ping An Asset Management realized

net profits of RMB2,221 million. As at December
31, 2016, the assets under management had
amounted to RMB2,259,435 million, up 14.9%
from the end of 2015, among which the third-
party assets under management had reached
RMB280,035 million, up 14.0% compared with the
end of 2015; its third-party asset management
fees income was RMB2,054 million, up 47.9% year
on year.

Assets under investment management
(in RMB million)

2,259,435
1,966,611

1,631,952

December 31, December 31, December 31,
2014 2015 2016

Going forward, Ping An Asset Management will
adhere to its prudent investment style and the
philosophy of creating value with expertise. It
will not only fully support the Group’s insurance
funds but also endeavor to expand its third-
party asset management business, aiming to
provide investors with comprehensive, one-
stop asset management services and solutions
and build a professional investment brand.

Ping An Asset Management (Hong Kong)
operates the overseas investment management
business of the Company. Apart from managing
overseas investments of the Group’s insurance
funds, it also provides a diverse range of
overseas investment products and third-party
asset management and investment advisory
services to institutional and retail investors

at home and abroad. The investment team of
Ping An Asset Management (Hong Kong) has
built an international investment platform. With
strong capabilities for offshore investment
research and portfolio management, the team
is responsible for overseeing research on global
macroeconomics, investment in Hong Kong
and overseas stocks, fixed income investments

Annual Report 2016

and other core functions. In 2016, Ping An Asset
Management (Hong Kong) further enhanced its
overseas investment capability and vigorously
built and maintained client relationships.

As at December 31, 2016, the assets under
management of Ping An Asset Management
(Hong Kong) had amounted to HKD48,094
million.

Going forward, Ping An Asset Management
(Hong Kong) will capture investment
opportunities in offshore markets, diversify
its investment portfolios and enhance its

risk management to maintain stable returns.
Meanwhile, it will closely watch developments
in domestic and foreign policies and
regulations and deepen its insights into the
macro-economy, industry trends and policies
to press home the advantages of its cross-
border platform, sharpen its competitive edge
and build itself into a professional offshore
investment brand of the Group.

FUND MANAGEMENT

Ping An-UOB Fund primarily engages in
securities investment fund raising, distribution,
and asset management, providing specialized
investment products and services to retail and
institutional investors.

In 2016, Ping An-UOB Fund maintained growth
momentum across all businesses. Its mutual
fund business grew rapidly and, as at the

end of 2016, the assets under management
amounted to RMB83,700 million, up 117.4%
compared with the end of 2015. The scale of
its mutual fund business ranked No. 30 in the
industry, up 18 places from a year earlier.
Money market funds managed by Ping An-UOB
Fund proved to be excellent cash management
instruments with their subscriptions exceeding
RMB530,000 million in the year. As indicated by
data from Wind, the performances of money
market funds under Ping An-UOB Fund were
remarkable. Ping An-UOB Caifubao ranked
among top 11% in the industry in terms of
performance in 2016. Shenzhen Ping An-UOB
Huitong Wealth Management, a subsidiary

of Ping An-UOB Fund, experienced stable
growth in its segregate account business,
ranking high in the industry in terms of assets
under management, and established itself

as a leader in product innovation. It was
recognized as the “2016 New Third Board Best
Institutional Investor” by Securities Times, as

Ping An Insurance (Group) Company of China, Ltd.



“2016 ABS Manager with Most Potential” by
21st Century Business Herald in the 2016 China
PE/Funds Golden Sail Awards, and as “2016
China Best Private Equity Fund Platform (Fund
Subsidiary)” by Chinafund.

FINANCIAL LEASING BUSINESS

The Company conducts financial leasing
business through Ping An Financial Leasing.
Established in September 2012 with a registered
capital of RMB9,300 million, Ping An Financial
Leasing leads the sector with 19 major business
lines, ranking No. 1 in healthcare, engineering
and construction, education and culture, and
energy and metallurgy areas. Headquartered

in Shanghai, Ping An Financial Leasing now
has eight subsidiaries and 17 offices across

the country. It is committed to becoming

the world’s leading capital-light leasing
company to provide customers with more
flexible and diversified financial products and
comprehensive value-added services.

Annual Report 2016

In 2016, Ping An Financial Leasing pioneered
the imaging center in China, which processed
the first case and a successful tele-consultation
in September 2016. With an international

team of experts, Ping An Financial Leasing
forayed into the aircraft leasing market and
enabled the aircraft asset trading model,
operating proprietary assets and assets under
management side by side. It successfully issued
multiple ABS products across multiple classes,
and continued to explore the leasing asset
management business.

As at the end of 2016, Ping An Financial
Leasing’s total assets topped RMB100,000
million, up 50.7% from the start of the year,
ranking high among foreign-funded financial
leasing companies. In 2016, its operating income
reached RMB6,817 million, up 48.1% year on year
and its net profit reached RMB1,352 million,

up 108.6% year on year. Meanwhile, Ping An
Financial Leasing maintained a high level of
asset quality with a non-performing asset ratio
of 1.04%.

Ping An Insurance (Group) Company of China, Ltd.
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Lufax Holding has integrated Lufax, CQFAE, QEX and Ping An Puhui
Financial, and strengthened its presence in wealth management,
institutional trading of financial assets, and consumer finance. In 2016, the
trading volume of retail channels hit RMB1,535,163 million, ending retail
assets under management (AUM) reached RMB438,379 million, the number
of active investors was 7.4 million, and the institutional trading volume
amounted to RMB4,199,925 million.

Ping An Good Doctor completed A-round financing of USD500 million,
and its valuation hit USD3,000 million. It has provided health management
services for 130 million users, with the peak number of monthly active
users exceeding 26 million and the peak number of daily inquiries hitting
440,000.

The Finance One Account platform boasted 185 million users, up 78.0%
from the beginning of the year, in which the number of monthly active
users soared by 62.7% year on year and exceeded 30 million.

LUFAX HOLDING Armed with profound industry experience and
As a leading internet finance transaction innovative technology, Lufax helps individuals
information service platform in China and one manage and increase their wealth online, and
of the flagships of Ping An to implement the strives to provide them with one-stop financial
philosophy of “Technology-driven Finance”, services nationwide. It boasts industry-leading
Lufax Holding integrates profound experience capability of asset sourcing. On Lufax’s

in the financial industry with innovative online platform, individuals have access to a

great variety of products for investment, and
tailored services driven by data technology.
Lufax proactively diversifies its products and
develops a risk rating and management system
based on data technology, to better meet
different wealth management needs of Chinese
at all levels. In this way, it can acquire more
investors users and scale up the investor users
base.

technology application. By consolidating online
and offline channels and resources, it uses

the internet as a bridge between supply and
demand and is committed to enhancing asset
liquidity for wealth increase of the general
public, and catering for various needs through
its financial transaction information service
platform.

In 2016, Lufax Holding completed restructuring As at December 31, 2016, Lufax had 28.38 million

with Puhui Financial and CQFAE, and hence registered users, up 55.0% from the end of 2015.
the landscape of “three exchanges (Lufax, The number of active users soared by 103.9%
CQFAE and QEX) + Puhui” took shape. Through  from the end of 2015 to 7.4 million. In 2016, the
the restructuring, Lufax Holding enhanced number of new investors grew by 33.3% year
the capability of sourcing consumer finance on year to 4.45 million. Assets traded on Lufax’s
and third-party institutional products. It aims platforms maintained rapid growth. The trading
to satisfy investment and financing needs volume of retail channels surged by 137.5% year
with advanced internet technologies and on year to RMB1,535,163 million. Ending retail
philosophies, and become a leading internet AUM jumped by 74.7% from the end of 2015 to
finance transaction information service RMB438,379 million, still Ieading in the industry.
platform in China featured by independence Among retail channels, the app for mobiles
and openness. contributed over 82% of all retail transactions.

Lufax has become a convenient wealth
management platform preferred by internet
users.

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd.




Lufax, CQFAE and QEX provide institutions
with financial asset trading services, while
QEX and CQFAE are developing cross-border
business and asset-fund matching

among institutions, respectively. Since its
establishment, Lufax Holding’s institutional
trading volume had amounted to RMB5,280,605
million by December 31, 2016. In 2016, the
institutional trading volume soared by 377.9%
year on year to RMB4,199,925 million.

As one of China’s largest providers of consumer
finance services, Puhui Financial caters for
needs of individuals in consumer finance. In
2016, Puhui Financial recorded new loans of
RMB172,919 million, jumping by 257.7% year

on year. The ending balance of loans under
management hit RMB146,640 million. Since its
establishment, a total of 3.77 million customers
have borrowed RMB271,997 million from Puhui
Financial, in which unsecured loans and secured
loans amounted to RMB175,364 million and 96,633
million respectively. In 2016, with its business
scale and credit risks being on the rise, Puhui
Financial proactively managed the quality of
loan portfolios. While laying equal stress on
business scale and risk management, Puhui
Financial preemptively planned for the future.
To improve operating efficiency and customer
experience, it has made breakthroughs in offline
store innovation, whole-process online approval
and implementation of the capital-light model.
In 2017, Puhui Financial will push ahead with the
sales reform based on offline store innovation,
and the reform in approval and collection.
Besides, it will support quick penetration of
business in tier 3 and 4 cities, and continue to
boost business and optimize cost.

Annual Report 2016

Number of users

December 31, December 31,

(in thousand) 2016 2015
Lufax
Registered users 28,380 18,310
Investor users 8,130 3,680
Active investor users 7,400 3,630
Puhui Financial
Borrowers 3,770 1,240
Transaction volume
(in RMB million) 2016 2015
Lufax/CQFAE/QEX
Retail 1,535,163 646,492
Institutional 4,199,925 878,780
Puhui Financial
New loans 172,919 48,343
Assets Under Management
December December

(in RMB million) 31, 2016 31, 2015
Lufax/CQFAE/QEX
Retail customers’ assets

under management 438,379 250,977
Puhui Financial
Balance of loans

under management 146,640 41,796

Ping An Insurance (Group) Company of China, Ltd.
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Business Analysis
Internet Finance

PING AN GOOD DOCTOR

Focusing on improving user experience and
closed-loop services, Ping An Good Doctor lays
equal stress on health management and mobile
healthcare services, and provides businesses
and consumers with comprehensive and
diversified health management products and
services. Through the “Ping An Good Doctor”
app, it provides online consulting, appointment
making, online medicine purchase, health
livecast, health information and health plans
etc. For offline business, it keeps expanding

its service network and diversifying services,
which now include such O20 services as health
checkups, gene tests, glasses purchase, dental
care and door-to-door medical care. In the first
half of 2016, Ping An Good Doctor completed
A-round financing of USD500 million, and its
valuation hit USD3,000 million.

As of the end of 2016, Ping An Good Doctor
built a medical team of about 1,000 members,
providing 24/7 advisory services online. More
than 60,000 contracted external doctors provide
follow-up advice. Appointment making at
about 2,300 hospitals is available on the app,
which has also been in cooperation with over
700 checkup institutions in 150 plus cities
nationwide. Moreover, Ping An Good Doctor
has B2C medicine distribution nationwide, and
020 medicine delivery within 1 hour in 13 tier-1
cities. About 30,000 common drugs and dietary
supplements are available on the app. It has
provided health management services for 130
million users. The peak number of monthly
active users hit 26.25 million, while that of daily
inquiries reached 440,000.

December 31, December 3
(in thousand) 2016 2015
Registered users 131,500 30,260
Peak number of
monthly active users 26,250 9,200
Peak number of
daily inquiries 440 120

Annual Report 2016

FINANCE ONE ACCOUNT

Finance One Account, committed to providing
comprehensive services for individuals and
institutions, stepped up efforts to develop an
open platform in the ecosystem of serving
financial institutions. Targeting individual users,
Finance One Account continued to develop
scenarios of account, wealth, credit and life
management. The Finance One Account
platform boasted 185 million users, up 78.0%
from the beginning of the year, in which the
number of monthly active users soared by 62.7%
year on year and exceeded 30 million. Financial
products saw migration of 7.59 million person
times, jumping by 792.9% year on year. Besides,
through its cloud service platform, it provides
e-banking, account services, credit reference,
loans and interbank trading for such financial
institutions as small- and medium-sized banks.
As of the end of 2016, it cooperated with 258
banks and 1,135 non-banking financial and
quasi-financial institutions. The interbank
trading volume exceeded RMB1 trillion. With
over 360 million credit inquiries, its credit
reference system has become an effective
supplement to the PBOC’s Credit Reference
Center.

WANJIA HEALTHCARE

Wanjia Healthcare, engaged in improving
grassroots medical institutions’ operating and
management capabilities, aims to be China’s
No.1 platform integrating a chain of healthcare
services. It leads the industry with 16,575 clinics
available on its platform. Wanjia Healthcare
pushed ahead with development and launch of
its cloud clinic system. Its clinic operation and
accreditation criteria, integrating “international
standards with local practices”, received
recognition from the government and industry
experts. To help clinics on its platform improve
operations and management, it launched the
“Empowerment Program” providing customer
referral, training, medical products, information
systems, promotion and well-known doctors.

Ping An Insurance (Group) Company of China, Ltd.



PING AN HEALTHCARE MANAGEMENT

Ping An Healthcare Management Co., Ltd.

aims to be China’s largest open platform for
managed care services. Centering on major
areas of the medical reform and partnering with
healthcare service providers, it is developing

a targeted, sound and convenient ecosystem
integrating the reforms in medical treatment,
social health insurance (SHI) and drug
distribution. Armed with world-class medical,
health and illness management technologies,
Ping An Healthcare Management has developed
the City One Account platform. As of the

end of 2016, the platform covered about

60% of cities and a population of 500 million
nationwide. It provides 200 plus cities in over

20 provinces with SHI services, cost control,
social security account management and health
records. Ping An Healthcare Management will
step up efforts to develop the urban disease
control and prevention framework and the
online service platform, help the government
improve medical services and cut medical cost,
and provide convenience in doctor visiting,
online consulting and health management for
the general public.

E-WALLET

With payment as the bridge between finance
and living, E-wallet is developing an O20 life
and financial service platform integrating
prepaid cards with E-wallet app. With the clear
positioning of “loyalty points + payment”, it
aims to forge the brand “Ping An E-wallet”
consisting of the “E-wallet” app, payment
plug-ins and loyalty point management. At the
end of 2016, E-wallet boasted 76,812 thousand
registered users, in which the number of
monthly active users exceeded 6.5 million, and
the number of annual trading users hit 20.6825
million. The total transaction volume grew by
75.9% year on year to RMB2,803,913 million, in
which the app generated RMB2,082,876 million,
up 95.7% from 2015.

Annual Report 2016

The “E-wallet” app keeps innovating on quality
e-commerce, wealth management products
and life services to set up a novel shopping
scenario integrating wealth management, life
services and shopping. Besides, while providing
efficient and stable payment services for other
Ping An affiliates, the business unit providing
plug-ins also enhanced cooperation with
external partners. In 2016, E-wallet provided
payment services for transactions worth
RMB2,780,525 million, soaring by 77.0% year on
year. In loyalty point management, E-wallet

is engaged in providing membership benefit
solutions for a variety of industries. Loyalty
points worth RMB14,245 million were granted
in 2016, up 119.1% year on year. The transaction
volume driven by loyalty points climbed by
10.2% year on year to RMB23,387 million.

Going forward, Ping An will continue to

apply such new technologies as the mobile
internet, big data and cloud services to better
satisfy customers’ needs for “health, food,
housing, and transportation”. It will optimize
customer experience and create more value for
customers.

Ping An Insurance (Group) Company of China, Ltd.
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Analysis of Embedded Value

As at December 31, 2016, the embedded value of the
Company was RMB637,703 million, and the value of one
year’'s new business of life insurance sold during 2016 was
RMB50,805 million.

INDEPENDENT ACTUARIES REVIEW OPINION REPORT ON THE ANALYSIS OF EMBEDDED VALUE
DISCLOSURES

To the directors of

Ping An Insurance (Group) Company of China, Ltd.

We have reviewed the Analysis of Embedded Value of Ping An Insurance (Group) Company of China, Ltd.
("The Company”) as at December 31, 2016 (“the EV results”). The EV results include embedded value, value
of one year’s new business after cost of solvency (“VNB”), valuation methodology and assumptions, first
year premium of new business, profit margin of new business, interest margin, embedded value movement,
sensitivity analysis, residual margin and solvency related data.

The Company prepared the embedded value and VNB results in accordance with the Standards for
Actuarial Practice: Valuation Standard for Embedded Value of Life Insurance (the “Standards”) which was
promulgated by the China Association of Actuaries in November, 2016. Our responsibility, as independent
actuaries, is to perform certain review procedures set out in our letter of engagement and, based on these
procedures, conclude whether the embedded value methodology and assumptions are consistent with the
Standards and available market information.

We have reviewed the methodology and assumptions used in preparing the EV results, including:

. Review the embedded value, value of new business and interest margin of the Company as at
December 31, 2016;

. Review the sensitivity analysis of the embedded value of life insurance business and VNB of the
Company;

. Review the embedded value movement analysis, and

. Review the residual margin and solvency related data of Ping An Life.

Our review procedures included, but were not limited to, considering whether the methodology and
assumptions are consistent with the Standards and available market information, validating actuarial
models on the basis of sample policies, inspecting related documentation. In forming our conclusion, we
have relied on the audited and unaudited data and information provided by the Company.

The preparation of the EV results require assumptions and projections about future economic and financial
situations, many of which are outside the control of the Company. Therefore, actual experience may differ
from these assumptions and projections.

Opinion:

. Based on our review procedures, we have concluded that the methodology and assumptions used in
preparing the EV results are in compliance with the Standards and consistent with available market
information;

. The EV results, in all material aspects, are consistent with the methodology and assumptions stated in
the Analysis of Embedded Value chapter in the 2016 annual report.

We also confirm that the EV results disclosed in the Analysis of Embedded Value chapter in the 2016 annual
report is consistent with the results we reviewed.

Peng Jin, Actuary
PricewaterhouseCoopers Consultants (Shenzhen) Limited March 22, 2017

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd.



ANALYSIS OF EMBEDDED VALUE REPORT OF PING AN INSURANCE (GROUP) COMPANY OF CHINA,
LTD. 2016

In order to provide investors with an additional tool to understand our economic value and business
performance results, the Company has disclosed information regarding embedded value in this section.
The embedded value represents the shareholders’ adjusted net asset value plus the value of the Company’s
in-force life insurance business adjusted for the cost of holding the required capital. The embedded value
excludes the value of future new business.

In accordance with the related provisions of the Rules for the Compilation of Information Disclosures by
the Companies Offering Securities to the Public (No. 4) - Special Provisions on Information Disclosures by
Insurance Companies, the Company has engaged PricewaterhouseCoopers Consultants (Shenzhen) Limited
to review the reasonableness of the methodology, the assumptions and the calculation results of the
Company’s analysis of embedded value as at December 31, 2016.

The calculation of the analysis of embedded value relies on a number of assumptions with respect to
future experience. As a result, future experience may vary from that assumed in the calculation, and these
variations may be material. The market value of the Company is measured by the value of the Company’s
shares on any particular day. In valuing the Company’s shares, investors take into account a variety of
information available to them and their own investment criteria. Therefore, these calculated values should
not be construed as a direct reflection of the actual market value.
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The “Standards for Actuarial Practice: Valuation Standard for Embedded Value of Life Insurance” (the
“Standards”) issued by the China Association of Actuaries became effective in November 2016. The
Company has disclosed the embedded value for 2016 in accordance with the standards and China Risk
Oriented Solvency System (C-ROSS). Retrospectively, the embedded value of 2015 on equivalent basis was
evaluated for disclosure.

Components of Economic Value

2016 2015
(in RMB million) December 31 December 31
Risk discount rate 11.0% 11.0%
Adjusted net asset value 407,340 348,194
Including: Adjusted net asset value of life insurance business 129,949 122,154
Value of in-force insurance business written prior to June 1999 16,515 25,488
Value of in-force insurance business written since June 1999 249,382 205,776
Cost of holding the required capital (35,535) (27,944)
Embedded value 637,703 551,514
Including: Embedded value of life insurance business 360,312 325,474
2016 2015
(in RMB million) December 31 December 31
Risk discount rate 11.0% 11.0%
Value of one year’s new business 66,321 47,964
Cost of holding the required capital (15,516) (9,544)
Value of one year’s new business after cost of
holding the required capital 50,805 38,420

Note: Figures may not match totals due to rounding.

The adjusted net asset value of life insurance business was based on the unaudited shareholders’ net
asset value of the relevant life insurance business of the Company as measured in compliance with the
Standards. This unaudited shareholders’ net asset value was calculated based on the audited shareholders’
net asset value in accordance with CAS by adjusting the relevant differences, such as reserves. The
adjusted net asset value of other business was based on the audited shareholders’ net asset value of the
relevant business of the Company in accordance with CAS. The relevant life insurance business includes
business conducted through Ping An Life, Ping An Annuity and Ping An Health. The values placed on
certain assets have been adjusted to the market value.
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Analysis of Embedded Value

Key Assumptions

The assumptions used in the embedded value calculation in 2016 have been made on a “going concern”
basis, assuming continuation of the economic and legal environment currently prevailing in China.

The calculation is in line with the Standards and capital requirement under C-ROSS. Certain portfolio
assumptions were based on the Company’s own recent experience as well as considering the more general
China market and other life insurance markets’ experience. The principal bases and assumptions used in the
calculation are described below:

1. Risk discount rate
The discount rate for calculating the value of in-force life insurance business and the value of new
business is assumed to be 11.0%.

2. Investment return
For non-investment-linked insurance funds, the future investment return is assumed to be 4.75% in
the first year and increased by 0.25% annually up to the ultimate investment rate at 5.0%. For the
investment-linked fund, future investment returns have been assumed to be slightly higher than the
above non-investment-linked fund investment returns assumption. These returns have been derived
by consideration of the current capital market condition, the Company’s current and expected future
asset allocations and associated investment returns for a range of major asset classes.

3. Taxation
A 25% average income tax rate has been assumed. The percentage of investment returns that can be
exempted from income tax has been assumed to be 12% in the next year and to be increased by 2%
annually up to 16%.

4, Mortality
The experience mortality rates have been based on 65% and 65% of China Life (2000-2003) table for
male and female respectively for non annuitants. For annuitants, the experience mortality rates for
the grant period have been based on 60% and 50% of China Life Annuity (2000-2003) table for male and
female respectively.

5. Other incident rate
Morbidity rate and accident rate assumptions have been based on either the industry morbidity
table or the Company’s own pricing table. The trend of long-term deterioration has been taken into
consideration. The loss ratios have been assumed to be within the range of 15% and 100% for short-
term accident and health insurance business.

6. Discontinuance
Policy discontinuance rates have been based on the Company’s recent experience studies. The
discontinuance rates are pricing interest rate and product type specific.

7. Expense
Expense assumptions have been based on the Company’s most recent expense investigation. Expense
assumptions mainly consist of acquisition expense and maintenance expense assumptions. The unit
maintenance expense was assumed to increase by 2% per annum.

8. Policyholder dividend
Policyholder dividends have been based on 75% of the interest and mortality surplus for individual life
and bancassurance participating business. For group life participating business, dividends have been
based on 80% of interest surplus only.

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd.



Value of New Business
The new business volumes measured by first year premium and value of one year's new business by
segment was:

FYP used to calculate value of

new business Value of one year’s new business §
(in RMB million) 2016 2015 Change (%) 2016 2015 Change (%) g
Individual business 110,506 77,486 42.6 50,527 38,050 32.8 2
Agency 90,357 62,544 44.5 46,413 34,393 34.9 5
Long-term protection 45,637 31,697 44.0 37,848 26,812 41.2 g
Saving (short-PPP) 32,158 20,536 56.6 4,905 3,900 25.8 2
Saving (long-PPP) 6,370 5,848 8.9 1,977 2,616 (24.4) %
Short-term 6,193 4,462 38.8 1,683 1,065 58.0 §
Telemarketing, internet marketing E
and others 8,837 7,258 21.8 3,800 3,339 13.8
Bancassurance 11,311 7,684 47.2 314 318 (1.4)
Group business 25,216 21,625 16.6 278 370 (24.8)
Total 135,722 99,110 36.9 50,805 38,420 32.2

Note: (1) Figures may not match totals due to rounding.
(2) “PPP” stands for Premium Payment Period.
(3) Long-term protection products cover whole-life, term life, critical illness and long term accident insurance. Saving products

(short-PPP) cover endowment and annuity products with PPP below 10 years. Saving products (long-PPP) cover endowment
and annuity products with PPP of 10 years and above.

The profit margin of one year’s new business by segment was:

By FYP By ANP

2016 2015 2016 2015

Individual business 45.7% 49.1% 50.7% 53.7%
Agency 51.4% 55.0% 53.8% 56.3%
Long-term protection 82.9% 84.6% 83.2% 85.0%
Saving (short-PPP) 15.3% 19.0% 17.1% 20.1%
Saving (long-PPP) 31.0% 44.7% 33.5% 45.7%
Short-term 27.2% 23.9% 27.3% 24.0%
Telemarketing, internet marketing and others 43.0% 46.0% 40.8% 44.9%
Bancassurance 2.8% 4.1% 8.1% 14.3%
Group business 1.1% 1.7% 1.6% 2.6%
Total 37.4% 38.8% 43.5% 45.3%

Note: ANP (Annualised new premium) is calculated as the sum of 100 per cent of annualised first year premiums and 10 per cent of single
premiums.
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Analysis of Embedded Value

Proportions of interest margin and other margins (include mortality margin and expense margin) in value of

new business are as follows:

Interest Margin Other margins

as % of VNB as % of VNB

Life insurance business 33.9% 66.1%
Including: Long-term protection business 22.0% 78.0%

Note: The interest margin of traditional and participating insurance products has been defined as a portion of the investment return
beyond the minimum guaranteed return for customers and attributable to the Company. The interest margin of universal and
investment-linked insurance products has been defined as the present value of the investment spread collected by the Company

from customers.

Embedded Value Movement

The table below shows how the Company’s embedded value changed to RMB637,703 million as at December

31, 2016.
(in RMB million) 2016 Note
Embedded value of life insurance business
as at December 31, 2015 325,474
Expected return on year-start embedded value 27,346 Expected embedded value growth in 2016
Value of one year’s new business after risk 68,720
diversification, including:
Value of one year's new business 50,805 Value of new business written in 2016. Cost
before risk diversification of capital are calculated at the policy level
Risk diversification effect within new business 7,311 There is risk diversification effect among
different new policies, which lowers the
capital requirements and relative costs
Risk diversification effect between new 10,604 There is a risk diversification effect between
business and in-force business new business and in-force business, which
lowers the capital requirements and relative
costs
Assumptions and model changes (42,115) A decrease in embedded value mainly due
to change in investment return assumption
Market value adjustment (1,020) Change in market value from the beginning
to the end of the period
Investment return variance (547) Actual investment return calculated on the
basis of comprehensive income in 2016 was
slightly lower than the assumed return
Experience variances and others (259)
Embedded value of life insurance business Embedded value of life insurance business
before capital changes 377,601 before capital changes increased by 16.0%

Annual Report 2016
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(in RMB million)

2016 Note

Shareholder dividends

(17,289) The effect of dividends paid by Ping An Life
to shareholders

(2]

Embedded value of life insurance business é’
as at December 31, 2016 360,312 z
(=]

=z

Adjusted net asset of other business =
as at December 31, 2015 226,040 o
w

p=]

Net Profit of other business 37,550 §
Market value adjustment and other variances 6,567 E
>

Adjusted net asset of other business before c]
capital change as at December 31, 2016 270,156 E

Dividends received from subsidiaries

Shareholder dividends paid by the Company

17,289 Dividends paid by Ping An Life to the
Company was RMB17,289 million

(10,054) Dividends paid by the Company to
shareholders

Adjusted net asset of other business

as at December 31, 2016 277,391
Embedded value as at December 31, 2016 637,703
Embedded value per share

as at December 31, 2016 (in RMB) 34.88

Note: Figures may not match totals due to rounding.

Sensitivity Analysis

The Company has investigated the effect, on the embedded value of life insurance business and the value
of one year’s new business, of certain independently varying assumptions regarding future experience.
Specifically, the following changes in assumptions have been considered:

. Investment return and risk discount rate

. Assumptions used in 2015 retaining C-ROSS methodology

. A 10% increase in mortality, morbidity, accident rates and etc.

. A 10% increase in policy discontinuance rates

. A 10% increase in maintenance expenses

. A 5% increase in the policyholders’ dividend payout ratio

Annual Report 2016
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Analysis of Embedded Value

Sensitivity of embedded value of life insurance business to investment return and risk discount rate
Risk discount rate

(in RMB million) 10.5% 11.0% 11.5%
Investment return increased by 50bps per annum 402,554 391,035 380,422
Central case 370,180 360,312 351,213
Investment return decreased by 50bps per annum 337,675 329,463 321,881

Sensitivity of value of new business to investment return and risk discount rate
Risk discount rate

(in RMB million) 10.5% 11.0% 11.5%
Investment return increased by 50bps per annum 58,808 55,614 52,650
Central case 53,694 50,805 48,118
Investment return decreased by 50bps per annum 48,561 45,976 43,566

Sensitivity to other assumptions

Embedded Value of

value of life one year’s
(in RMB million) insurance business new business
Central case 360,312 50,805
Assumptions used in 2015 retaining C-ROSS methodology 411,150 57,289
10% increase in mortality, morbidity, accident rates, etc. 349,240 46,568
10% increase in policy discontinuance rates 354,229 48,654
10% increase in maintenance expenses 357,993 50,345
5% increase in the policyholders’ dividend payout ratio 353,477 50,059

Comparison of Embedded Value under C-ROSS and China Solvency |

The valuation system of embedded value under C-ROSS is similar with that of China Solvency |, which are
based on the traditional embedded value valuation method. The distributable earning has been calculated
in line with the Standards and capital requirement under C-ROSS. The assumptions used in cash flow
projection are equivalent with those under China Solvency |.

December 31, 2016 December 31, 2015

China China

(in RMB million) C-ROSS Solvency | C-ROSS Solvency |

Adjusted net asset value 407,340 369,561 348,194 327,926

Including: Adjusted net asset value of life insurance 129,949 92,170 122,154 101,887

Value of in-force business 230,363 258,978 203,320 224,927

Embedded value 637,703 628,539 551,514 552,853

Including: Embedded value of life insurance 360,312 351,148 325,474 326,814

Value of new business 50,805 39,290 38,420 30,838
Including: New business value of

Long-term protection 37,848 26,161 26,812 19,797

In the final part of this section, the residual margin and solvency results of Ping An Life were disclosed to
assist investors in assessment of Ping An Life’ ability to continuously create value for shareholders.
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Residual Margin of Ping An Life

According to the “No.2 Interpretation of Accounting Standards for Business Enterprises” (Cai Kuai [2008]
No.11) and “Regulations regarding the Accounting Treatment of Insurance Contracts” (Cai Kuai [2009]
No.15) issued by the Ministry of Finance, as well as general actuarial principles, the profit of a life insurance
company consists of 4 components, which are amortization of residual margin, investment return variance,
operating deviation (including amortization of risk margin), and changes in accounting estimate. Among
which, the amortization of residual margin is the most significant source of the accounting profit. The
residual margin is the present value of future profits with the amortization pattern locked-in at the time of
policy issuance, resulting stable amortization and immunity to capital market volatility.

As at December 31, 2016, Ping An Life’s residual margin was RMB454,677 million, which rose by 37.4% from
the end of 2015 due to strong growth of new business. The amortization of residual margin in 2016 was
RMB38,198 million, an increase of 30.5% from 2015.

Solvency of Ping An Life

A stable solvency position ensures that the Company meets capital requirements specified by external
institutions such as regulators and rating agencies, while supports the Company in developing business and
creating value for shareholders. Ping An Life’s solvency margin ratio as at December 31,2016 is as below:

(in RMB million) December 31, 2016
Actual capital 533,710
Minimum capital 236,304
Comprehensive solvency margin ratio 225.9%

The Company has estimated the effects of declines in interest rate and equity value on its solvency margin
ratio as at December 31, 2016:

Solvency margin ratio

Central case 225.9%
100bps decease in 750-day moving average of CGB yields 209.0%
30% decrease in fair value of equity asset 216.6%

Annual Report 2016 Ping An Insurance (Group) Company of China, Ltd.
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Liquidity and Financial Resources

The Company manages its liquidity and financial resources
from the perspective of the Group as a whole.

As at December 31, 2016, the solvency of the Group was
adequate.

GENERAL PRINCIPLES

Liquidity refers to the availability of cash
assets or cash supply to meet the financial
requirements of the Company whenever
needed. The aim of the Group’s liquidity
management is to meet the liquidity
requirements of operations, investment
and financing activities of the Group while
continuously refining its financial resources
allocation and capital structure to maximise
shareholder return.

The Company manages its liquidity and
financial resources from the perspective of the
Group as a whole. The Budget Management
Committee, Risk Management Executive
Committee and Investment Management
Committee under the Group Executive
Committee are overseeing these essentials at
group level. In addition, as the Group’s liquidity
management execution unit, the Treasury
Division is responsible for the management of
cash, liquidity, funding and capital and so forth.

The liguidity management of the Group
comprises capital planning and cash flow
management. The Group has put in place

a comprehensive capital management and
decision-making mechanism. As part of this
process, the Group’s subsidiaries put forward
their capital requirements based on their own
business development needs. The parent
company then submits its recommendations on
the overall capital plan for the Group, based on
the overall situation of its subsidiaries’ business
development. The Group Executive Committee

Annual Report 2016

then determines a final capital plan based on
the strategic plan of the entire group before
allocating capital accordingly.

All operating, investing and financing activities
should follow the requirements of liquidity
management. Ping An Group and its insurance
subsidiaries implement separate management
of their operating cash inflows and outflows.
Through the pooling of cash inflows and
outflows, allocation and deployment of

funds are centralized. The Company and its
subsidiaries are therefore able to monitor
cash flow status in a timely manner. In 2016,
the Group maintained net cash inflows in its
operating cash flows.

CAPITAL STRUCTURE

As at December 31, 2016, equity attributable
to shareholders of the parent company of the
Group was RMB383,449 million, up by 14.7%
compared with the end of 2015.

The Group’s long-term capital stability stems
from the profit continuously generated by

its various businesses. The parent company’s
capital mainly comprised contributions from
shareholders as well as proceeds from issuance
of H shares and A shares. Further, the Group
ensures capital adequacy by using capital
market and debt market instruments, issuing
equity securities, subordinated debts, hybrid
capital bonds and tier-2 capital bonds to raise
capital. Adjustments were made to surplus
capital through dividend distribution.

Ping An Insurance (Group) Company of China, Ltd.



The following table indicates the balances of
subordinated debts, hybrid capital bonds and
tier-2 capital bonds issued by the Group and
main subsidiaries as at the end of 2016 (par
value):

Subordinated Hybrid capital  Tier-2 capital

(in RMB million) debts @ bonds bonds
Ping An Property

& Casualty 8,000 - -

Ping An Life 32,000 - -

Ping An Bank - 5,150 25,000

Ping An Securities 3,000 - -

(1) Including subordinated bonds and capital supplement
bonds.

AVAILABLE CAPITAL OF THE PARENT
COMPANY

The available capital of the parent company
includes bonds, equity securities, bank deposits
and cash equivalents that the parent company
holds. It can be invested into subsidiaries or
used in daily operations. As at December 31,
2016, the parent company’s available capital
was RMB35,570 million, up by RMB8,279 million
compared with the beginning of this year.

December 31, December 31,
(in RMB million) 2016 2015
Available capital 35,570 27,291

In 2016, for the parent company’s available
capital, the major cash inflow was dividend
from subsidiaries of RMB28,474 million, while
the major cash outflows were dividend to
shareholders of RMB10,054 million and capital
injection into subsidiaries of RMB14,142 million.

LIQUIDITY RISK MANAGEMENT

Liquidity risk refers to the risk of the Company
being unable to obtain sufficient cash in time,
or being unable to obtain sufficient cash in time
at a reasonable cost, to repay debts or fulfil
other payment obligations that have become
due.

In accordance with domestic and international
regulatory requirements such as those for

the Global Systemically Important Insurers
(G-SlIs) and those under C-ROSS, the Group
has developed and regularly updated the
Liquidity Risk Management Plan of Ping An
Insurance (Group) Company of China, Ltd.
(LRMP), and established a robust liquidity risk
management framework covering risk appetites
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and limits, risk strategies, risk monitoring, stress
testing, emergency management, appraisal

and accountability. Ping An has constantly
improved its management procedures and
processes for better identification, evaluation,
and management of the liquidity risk at the
group and subsidiary levels.

Under the Group’s principles and guidelines for
liquidity risk management, the subsidiaries have
developed their own liquidity risk appetites,
risk indicators, and risk limits according to the
applicable regulations, industry practices, and
features of their business activities. The Group
and its subsidiaries have established robust
liquidity risk information systems and liquidity
monitoring and reporting procedures for
adequate identification, accurate measurement,
continuous monitoring, and effective control of
the liquidity risk in various business activities.
The Group and its subsidiaries regularly
evaluate liquid assets and maturing debts,
conduct stress tests of cash flows, and carry
out forward-looking analysis to identify the
potential liquidity risk and take measures to
control liquidity gaps.
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The Group and its subsidiaries have built
liquidity reserves and maintain stable,
convenient, and diversified sources of financing
to ensure that they have adequate liquidity

to tackle possible impacts from adverse
situations; moreover, the Group and its major
subsidiaries have developed robust liquidity
contingency plans for handling any significant
liquidity events. The Group has set up internal
firewalls to prevent intra-group contagion of
the liquidity risk.

CASH FLOW ANALYSIS

(in RMB million) 2016 2015
Net cash flows from

operating activities 227,821 135,618
Net cash flows from

investing activities (330,616) (273,732)
Net cash flows from

financing activities 133,004 204,976

Net cash inflows from operating activities
increased by 68.0% year on year. This was
mainly caused by soaring net cash flow of
insurance business.

Net cash outflows from investing activities
increased by 20.8% year on year. This was
mainly due to the expansion of investment
scale caused by business development.
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Net cash inflows from financing activities
decreased by 35.1% year on year. This was
mainly due to the decrease in net cash inflow
from interbank deposit business of Ping An
Bank.

CASH AND CASH EQUIVALENTS

December 31,
(in RMB million) 2016

Cash 301,557 228,633
Financial assets

purchased under

reverse repo

agreements to

mature within 3

months 58,766 101,469
Bonds to mature
within 3 months 7,229 3,223

Total cash and cash
equivalents 367,552 333,325

The Company believes that the liquid assets
currently held, together with net cash
generated from future operations and the
availability of short-term borrowings, will
be sufficient to meet foreseeable liquidity
requirements of the Group.

GROUP SOLVENCY MARGIN

The insurance group solvency margin
represents the consolidated solvency margin
calculated as if the parent company and its
subsidiaries, joint ventures and associates were
a single reporting entity. The group solvency
margin ratio is an important regulatory measure
of an insurance group’s capital adequacy.

In response to increasingly diverse, complicated
risks in China’s fast-growing insurance market,
the CIRC released in February 2015 the C-ROSS
Regulatory Rules (No.1-17) with effect from
January 2016.
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Liquidity and Financial Resources

The related solvency data under C-ROSS of the
Group are as follows:

December 31, December 31,

(in RMB million) 2016 2015
Core capital 889,883 730,052
Actual Capital 929,883 764,677
Minimum capital 442,729 373,186

Core solvency margin

ratio (regulatory

requirement >=50%) 201.0% 195.6%
Comprehensive

solvency margin

ratio (regulatory

requirement >=100%) 210.0% 204.9%

Note: Core solvency margin ratio = core capital/minimum
capital; comprehensive solvency margin ratio = actual
capital/minimum capital.

Ping An Insurance (Group) Company of China, Ltd.



Risk Management

We strive to become a “world-leading personal financial
services provider”. To achieve this goal, we continuously

optimize the risk control system and strengthen the risk
management platform. Through identification and evaluation
of risks, along with mitigation measures, we achieve a balance
between risks and returns which ultimately contributes to the
sustainable growth of the Group.

RISK MANAGEMENT OBJECTIVES

Over the past two decades, Ping An has
regarded risk management as an integral part
of its operations and business activities. We
take steady steps to build an enterprise risk
management system aligned with the Group’s
strategies and the nature of our business. By
continuously optimizing our risk management
framework, standardizing our risk management
procedures, and adopting both qualitative and
quantitative risk management methodologies
to identify, evaluate and mitigate risks, we
maintain robust risk management to support
our decision-making and facilitate the effective,
sustainable and healthy growth of the Group,
helping the Group to become a world-leading
personal financial services provider.

In November 2016, Ping An was again
designated by the Financial Stability Board
(FSB) and the International Association

of Insurance Supervisors (IAIS) as one of

the Global Systemically Important Insurers
(G-SlIs). Ping An has actively participated

in development of international insurance
regulations by keeping regulators informed

of the realities in the Chinese insurance and
financial markets, so as to create a more
favorable international regulatory environment
for developing countries and China’s insurance
industry. In 2016, according to the requirements
of FSB and IAIS, Ping An updated its Systemic
Risk Management Plan (SRMP), and Recovery
and Resolution Plan (RRP) including Liguidity
Risk Management Plan (LRMP). On the basis
of changes in systemic risk assessment
indicators, Ping An reviewed the changes in
its business and risk profile. According to the
comprehensive review and assessment, Ping
An has effectively kept risks under control with
its specialized enterprise risk management
framework, and the Group’s potential systemic

impact on the financial market has been limited.

The RRP including LRMP for 2016 has been
approved by executive directors authorized
by the Board of Directors and agreed by the
CIRC. Ping An also cooperated with regulators
in the Resolvability Assessment Process (RAP)
for 2016 centering on feasibility and credibility,
which proved that the potential systemic
impact of the Group was extremely limited, and
the Group was capable of managing internal
and external risks and maintaining continuity
of critical functions without harm to public
interests. In addition to meeting the G-SlI
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and the China Risk Oriented Solvency System
(C-ROSS) regulatory requirements, Ping An
takes the G-SlI projects as an opportunity

to incorporate global best practices into its
risk management and business procedures,
effectively prevents risks and risk contagion,
provides its integrated financial business

(in particular the innovative business)

with strong risk protection, and acts as a
stabilizer of financial markets to make greater
contributions to China’s financial innovation
and development.
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Amid evolving regulations in the changing
domestic and global environments, Ping

An has been diversifying its offerings and
implementing the integrated finance strategy.
With robust compliance management and
internal control, the Group, centering on capital
and being risk-appetite-oriented, builds a
robust enterprise risk management framework
in line with international standards through
risk quantification tools and risk performance
appraisals. By improving risk management and
technology, and dynamically managing both
individual and cumulative risks, the Company
aims to achieve a balance between risk
management and business development.

RISK APPETITE SYSTEM

A risk appetite system is central to Ping
An’s overall strategy and enterprise risk
management. In line with the Group’s

overall strategy and in consideration of the
subsidiaries’ development needs, the Group
has built a risk appetite system that matches
its business strategies, and combined risk
appetites with management decisions as well
as business development to promote healthy
growth of the Group and subsidiaries.

The Group’s risk appetite system has four

core dimensions: capital adequacy, liquidity
adequacy, a good reputation, and compliance.
The Group has used these dimensions to guide
subsidiaries in specifying their unique risk
appetite dimensions according to their business
features and demand, broken down risk
appetites and tolerance into risk limits under
different categories, and applied the risk limits
to routine risk monitoring and early warning,
so as to support business decision-making and
strike a balance between risk management and
business development.
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RISK MANAGEMENT FRAMEWORK

The Group actively complied with the PRC Company Law and the relevant laws, regulations and
regulatory requirements, as well as the Articles of Association of Ping An Insurance (Group)
Company of China, Ltd. and relevant corporate risk governance requirements. We have in place
a comprehensive risk governance framework which holds the Board of Directors ultimately
accountable, and which is directly upheld by the management. Supported closely by various
committees and relevant departments, the framework covers risk management across all of the

Group’s subsidiaries and business units.

B

oard of directors is the
highest decision-making
authority for risk
management and is
responsible for the
effectiveness of the
overall risk management

function

The Group Executive
Committee leads all
aspects of the Group’s
risk management work
and has formed the
RMEC

The leaders of the different
functions of the Group are
responsible for capital and
liquidity, insurance, market,

credit, compliance,
operational and reputational
risks respectively, forming a
comprehensive line of
defense against risks

The leaders of the different
functions of subsidiaries are
responsible for capital and
liquidity, insurance, market,
credit, compliance,
operational and reputational
risks respectively, forming a
comprehensive line of
defense against risks

Group Executive

Board of Directors €
Committee

Chief Financial Officer,

Director of the Group

Chief Audit Officer, Chief Risk Officer,
Chief Financial Officer,
Chief Investment Officer,
Chief Audit Officer
and Brand Director of
subsidiaries

Chief Investment
Officer and Brand

Audit and Risk Risk Management

Management Executive
Committee Committee of the
Group

Risk Management Department,
Internal Control and
Compliance Department,
Finance Department,
Investment Management
Department, Branding
Department of subsidiaries, etc.|

Group Finance &
Planning Center, Internal
Control Centre, Office
of the Chief Investment
Officer, Group Branding
Department, etc.

The Audit and Risk
Management
Committee formed by
the Board is responsible
for reviewing overall
risk management
objectives, fundamental
polices and operating
procedures

The RMEC carries out
specific risk
management
responsibilities within
its authority to ensure
the risks of the
Company are within a
tolerable range

The Board of Directors is the highest
decision-making authority for the Company’s
risk management and takes responsibility

for the effectiveness of the overall risk
management function. The Audit and Risk
Management Committee under the Board of
Directors is responsible for having a thorough
understanding of major risks and the Group’s
management situation, monitoring the
effectiveness of the risk management system,
and making recommendations to the Board of
Directors after deliberations on the following
matters:

[ Overall objectives of risk management,
risk appetites and tolerance, and risk
management policies and procedures;

[ The organizational structure and
responsibilities of risk management;
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(redtoet )

The different
departments of
subsidiaries perform
their own risk
management duties as
required

-/

® Risk assessments for major strategic and
policy decisions, mitigating plans and
solutions for significant risks;

The different
departments of the
Group perform their
own risk management
duties as required

® Annual risk assessment reports.

The Group Executive Committee leads all
aspects of the Group’s risk management.
Formed by the Group Executive Committee,
the Group Risk Management Executive
Committee (RMEC) is mainly responsible

for the Group’s overall risk management,
developing overall objectives, risk appetites
and tolerance, basic policies and operating
procedures for risk management, monitoring
the Company’s risk exposure and available
capital, overseeing establishment of risk
management organizations in subsidiaries and
monitoring their performance, supervising
implementation of the risk management
system in each subsidiary or business line, and
promoting a culture of comprehensive risk
management across the Group.

Ping An Insurance (Group) Company of China, Ltd.



The RMEC consists of the Group’s Chief Audit
Officer, President, Chief Financial Officer, Chief
Investment Officer, Chief Insurance Business
Officer, Chief Operating Officer, General
Counsel, Brand Director, etc., responsible

for the management of strategic risk, capital
and liquidity risk, insurance risk, market risk,
credit risk, compliance risk, operational risk,
reputation risk, etc.

In 2016, the Group closely followed domestic
and foreign regulatory trends such as G-Slls,
the New Basel Capital Accord and C-ROSS.
It continued to strengthen its enterprise risk
management system, and upgraded the risk
management structure and risk management
policies of the Group and its subsidiaries. It
also strengthened its risk appetite system
after reviewing the risk appetite framework,
developed risk management guidelines,
evaluated risk management capabilities,
standardized risk management requirements,
reviewed business progress, and optimized
capital utilization, to strike a balance between
business development and risk management.
The Group implemented risk management
responsibilities and continued to step up
risk monitoring and reporting mechanismes.
Through the Risk Dashboard, the Group and
its subsidiaries have identified, classified

and evaluated risks in a systematic manner,
ensuring that all the risks are effectively
controlled and managed on a timely basis.

To meet regulatory requirements and
support the Company’s strategy and business

development in a healthy and effective manner,

the Group implemented a top-down and
performance-linked risk evaluation indication
system. The evaluation criteria for personnel,
entities and procedures were developed on the
principle of “accountability at every level with
evaluation at each stage”. The Group aims to
closely link risk compliance with performance
appraisal, and raise the awareness of risk
management.

Annual Report 2016

As the risk governance system becomes more
sophisticated, a risk culture has permeated
the Group’s ranks, from the Board of Directors
to senior management and from committees
to employees. This culture has facilitated an
effective and efficient approach that is both
top-down and bottom-up, which lays a solid
foundation for the effective integration of risk
management into the Group’s daily operations.
This in turn helps to protect shareholder
equity, improves capital efficiency, supports
management decisions and ultimately creates
value for the Group.

MAJOR MEASURES OF RISK MANAGEMENT
The Group continues to strengthen its
enterprise risk management system, improve
its organizational structure, formulate risk
management policy and guidelines, standardize
procedures for risk management and
implement risk management responsibility. The
Group adopts qualitative and quantitative risk
management approaches to identify, evaluate
and mitigate risks, so as to effectively prevent
systemic risks associated with integrated
finance, as well as to enhance the overall risk
management capabilities for the balanced
development of core finance and internet
finance businesses.
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. The Group has established an optimal
risk governance framework and risk
management reporting mechanism, as

well as promoted the inclusion of risk
indicators in performance evaluation which
integrates risk management culture into its
corporate culture. This lays a foundation
for the healthy, sustainable and steady
development of the Group’s business.

(] The Group is actively exploring and
formulating a risk appetite framework
in line with its business development
strategy. It also formulates risk
management guidelines and standardizes
risk management requirements of
subsidiaries.

[] The Group has established a risk
management system on risk concentration,
which strengthens its ability to manage
concentrated risks, ranging from policy
formulation to risk limit management,
system building and risk reporting, so as
to improve the Group’s overall capability
of risk management for its integrated
financial service business.
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® The Group has established an effective risk
warning mechanism, providing timely and
effective alerts on industry developments,
regulatory information or risk events,
effectively guarding against potential risk;

® The Group utilized tools and methods
such as the risk dashboard, scenario
analysis, stress tests and risk limits to
continuously develop and optimize
guantitative techniques and models of risk
management, analyse risk exposures and
evaluate their quantitative and qualitative
impacts on our risk bottom lines. Such
measures enable us to plan ahead and take
necessary precautions in a timely manner
to mitigate risks and to reduce potential
losses;

[ The Group manages risks of its subsidiaries
through integrated management, risk
management capabilities evaluation and
improved risk measurement. By improving
the risk management platform of the
Group, we have enhanced the efficiency of
risk management.

Insurance Risk

The insurance risk refers to the risk of adverse
deviation of the actual mortality rate, morbidity
rate, loss ratio, expense ratio or surrender rate
from expectations, which may cause losses to
the Group.

The Group assesses and monitors insurance
risks with sensitivity analysis and stress

testing etc. It mainly evaluates the impacts of
actuarial assumptions, such as the discount
rate, investment yield, mortality rate, morbidity
rate, surrender rate and expense ratio, on our
insurance liability reserve, solvency and profit.

Sensitivity analysis of long-term life insurance
contracts’ insurance liability reserve

M[]d(i[ on Insurance
liability res
December 31, 2016 Change in (after r

assumptions increase/(decrease)

(in RMB million)
Discount rate/

investment yield +10bps (8,568)
Discount rate/

investment yield -10bps 8,910
Mortality, morbidity, +10%

accident rates, etc* 22,304
Surrender rate +10% 7,131
Policy maintenance

expense ratio +5% 2,160

Mortality, morbidity, accident rates, etc. change refers
to a 10% increase in the mortality rate, morbidity rate,
accident rate and other incident rate of life insurance
policies (a 10% increase in mortality rate of annuity
policies prior to the payment period, and a 10%
decrease during the payment period).
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Sensitivity analysis of property and casualty
insurance and short-term life insurance
contracts’ outstanding claims reserves

mpact on o

standing

claims reserve

December 31, 2016 ave (after reinsurance)

(in RMB million) cost increase/ (decrease)
Property and

casualty insurance +5% 2,770

Short-term life insurance +5% 228

The mechanism and procedures adopted by the
Group to manage insurance risks are as follows:

® Develop insurance risk policies and a
scientific and consistent insurance risk
management framework within the Group;

® Develop a set of key insurance risk
indicators, closely monitor them, analyze
abnormal changes and take management
measures;

® Establish model management policies,
standardize actuarial models of the Group
and strictly control model risks;

® Implement effective product development
and management policies, develop
products with proper insurance coverage
and fair pricing, and control product
pricing risks;

® Implement prudent underwriting policies,
establish relevant guidelines for policy
contracting and underwriting, effectively
control and reduce adverse selection risks;

® With strict claim investigation and
settlement procedures, identify and
prevent guestionable and fraudulent
claims;

® With effective product management
procedures, carry out experience and
trend analysis with the latest and the most
accurate and reliable data, well manage
the product mix and control insurance
risks;

® Evaluate unearned premium reserves and
outstanding claims reserves using effective
reserve assessment procedures and
methods, and assess the reserve adequacy
on a regular basis;

Ping An Insurance (Group) Company of China, Ltd.



(] With effective reinsurance management
procedures, properly set self-retained risk
limits, use reinsurance as an effective risk
transfer tool to transfer the excess risks
to reinsurers with a high level of solvency,
and control insurance risks.

Market Risk

Market risk refers to the risk of unexpected
losses arising from unfavorable movements in
interest rates, equity prices, foreign exchange
rates and property prices.

The Group has continuously strengthened

its market risk management system, and
reinforced its ability to identify, evaluate,
measure, analyze and report on market risks
at multiple levels. It further strengthened its
investment risk management platform, which
reinforced the foundation of risk management
and enhanced risk management efficiency.
Besides, it improved the risk management
reporting mechanism, and consolidated risk
monitoring and management. Stress testing
was optimized to realize its decisional

value in risk bottom line control. A risk

limit management system was launched to
monitor risks in the Group, subsidiaries and
business lines. The Group also reinforced

risk early warning system, which led to more
targeted, forward-looking and thorough risk
management.

The Group adopts the following mechanism and
procedures to manage market risks:

(] Market risks are managed in a top-down
manner by the RMEC, the Group’s
Investment Management Committee
and the risk management committees of
subsidiaries;

. Investment and asset risk management
guidelines are developed to manage
market risks in a forward-looking manner
while ensuring safety, comprehensiveness
and effectiveness, and matching up assets
and liabilities;

. A multi-layered risk limit system was
established on the basis of risk bottom
lines and asset-liability management
strategies to keep market risks under
control. While setting risk limits, the Group
takes risk management strategies and the
impacts on financial strength into account;
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[] Methods such as value at risk (VaR),
sensitivity analysis and stress tests are
applied based on the characteristics of
investment and market risk management,
for scientific and effective assessment and
management of market risks;

[ The risk monitoring and reporting
mechanism is standardized. Risk reports
are issued regularly to provide suggestions
on risk management and ensure market
risks are within the Company’s tolerance.

The main market risks to which the Group is
exposed are interest rate risk, equity risk and
foreign exchange risk.

Market Risk - Interest Rate Risk

Fixed maturity investments held by the Group
are exposed to the interest rate risk. These
investments are substantially represented by
bond investments booked at fair value on

the balance sheet. The Group uses various
tools such as sensitivity analysis and stress
tests to evaluate the interest rate risk of such
investments.

The sensitivity of interest risk is assessed by
assuming a 50 basis-point parallel shift of the
government bond yield curve.

December 31, 2016 Change in Decrease in  Decrease in

(in RMB million) nterest rate equity

Bond investments
classified as financial
assets carried at
fair value through
profit or loss
and available-for-sale +50
financial assets bps 257 5,664

The interest rate re-pricing and duration
mismatch’s impacts on yields in banking
business are mainly assessed through a

gap analysis. We analyze the re-pricing
characteristics of assets and liabilities on a
regular basis, and carry out a scenario-based
analysis of the interest rate risk through

the asset-liability management system. On
the basis of the existing gap, we adjust the
re-pricing frequency and set limits on the
maturity of corporate deposits to reduce
duration mismatch in re-pricing. Meanwhile, the
Assets and Liabilities Management Committee
holds regular meetings to make timely and
appropriate adjustments to the asset-liability
structure and manage the interest rate risk in
response to macro-economic trends and the
policies on benchmark interest rates of the
PBOC.

Ping An Insurance (Group) Company of China, Ltd.
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Market Risk - Equity Risk

Listed equity investments held by the Group
are exposed to market price risks. These
investments are primarily listed equity
securities and securities investment funds.

The Group adopts the 10-day market price
value-at-risk (“VaR”) technigue to estimate its
risk exposure. The market price VaR measures
a maximum loss in the value of our portfolio
of equity investment due to normal market
fluctuation within a given confidence level
(99%) and a specified timeframe (10 days).

As at December 31, 2016, the VaR for listed
equity securities and securities investment
funds is as follows:
December 31, 2016 Impact on

(in RMB million) equity

2016 Decrease Decrease

(in RMB million) n profit n equity

Listed equity securities and
securities investment funds
classified as financial assets
carried at fair value through
profit or loss and available-
for-sale financial assets 8,297

Market Risk - Foreign Exchange Risk

Foreign currency-denominated assets held by
the Group are exposed to foreign exchange
risks. These assets include monetary assets
such as deposits and bonds held in foreign
currencies and non-monetary assets measured
at fair value such as stocks and funds held

in foreign currencies. The Group’s foreign
currency-denominated liabilities are also
exposed to risks as a result of fluctuations

in exchange rates. These liabilities include
monetary liabilities such as borrowings,
customers’ deposits and claim reserves
denominated in foreign currencies, as well as
non-monetary liabilities measured at fair value.

The sensitivity to foreign exchange risk is
calculated by assuming a simultaneous and
uniform 5% rate of depreciation against the
Renminbi of all foreign currency denominated
monetary assets and liabilities, as well as
non-monetary assets and liabilities measured at
fair value as illustrated in the table below:
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Net exposure to
fluctuations in exchange
rates assuming a
simultaneous and
uniform 5%
depreciation rate of
all foreign currency
denominated monetary
assets and liabilities
and non-monetary
assets and liabilities
measured at fair value
against the Renminbi 840 2,813

In the case above, if the currency appreciates

by the same proportion, it will have an inverse
effect of the same amount on profit before tax
and equity in the table.

Credit Risk

Credit risk is the risk of losses resulting from
the default of any debtors or counterparties
or from adverse changes in their risk profiles.
The Group is exposed to credit risk primarily
associated with its deposit arrangements with
other commercial banks, loans and advances
to third parties, bond investments, reinsurance
arrangements with reinsurance companies,
policy loans, margin trading and off-balance-
sheet related activities.

The Group manages credit risk through various
measures, including:

(] Establishing a credit risk management
mechanism with credit risk rating as its
core methodology;

[ Developing standardized policies,
systems and procedures for credit risk
management;

] Defining credit risk limits in multiple
dimensions for investment and credit

portfolios;

] Monitoring credit risk through a risk
management system.

Ping An Insurance (Group) Company of China, Ltd.



The Group carries out consolidated analysis,
monitoring and reporting of the credit
exposures of lending and investment
businesses at the group level. The Group
specifies credit risk limits for different
accounts and products. To manage high risk
exposures and the concentration of risk after
consolidating the Group’s financial statement,
it also provides forward-looking insights and
analysis of potential credit risks and their
impacts on the Group.

On the basis of different characteristics and
risk profiles of businesses such as insurance,
banking and investment, the Group carries

out targeted measures to control specific
credit risks and concentration risks. In order

to manage credit risks associated with the
banking business, the Group leveraged on
advanced capital management method and
continuously improved credit structure in line
with changes in the economic and financial
situation, macroeconomic policies and the
requirements of regulatory authorities. Credit
risk limits were set on portfolios in multiple
dimensions. The Group conducts thorough

and stringent credit assessments to potential
borrowers before granting credit facilities

and reviews outstanding loans on a regular
basis. Risk mitigations were strengthened

in key areas to prevent the accumulation of
credit risk from large exposures. Credit risk
management measures also include obtaining
collateral and guarantees. In the case of
off-balance sheet credit related commitments,
the Group refers to the principles and methods
applied to on-balance sheet credit asset
management to set up standard approval and
management procedures, and usually receive
performance deposits to mitigate credit risk.
The credit quality of the off-balance sheet
business is sound. The Group continued to
step up its efforts in credit risk monitoring and
precautions, enhancing its capability to provide
early warning of risks and make prompt
responses. It also actively dealt with changes in
the market environment and conducted regular
analysis of trends and changes of credit risk,
taking precautionary measures to control risk.
Furthermore, for credit risk associated with
the investment business, the Group makes
credit assessments on potential investments
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in line with internal risk control policies and
procedures, chooses a counterparty that has

a relatively high credit standing and adopts

a multi-dimensional approach on setting risk
limits on investment portfolios in order to
manage credit risks. For reinsurance credit risk
associated with insurance business, i.e. credit
risk which occurs when a reinsurance company
is unable to fulfil its obligations, the Group
would evaluate the credit of the reinsurer
before entering into a reinsurance contract,
and seek to reinsure with companies that have
higher credit standing to mitigate such risks.

The ratio to
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total corporate

debts/financial

December 31, 2016 debts

Corporate bonds held by the
Group with the domestic
credit rating of AA and A-1 or
above

Financial bonds held by the
Group with the domestic
credit rating of A or above

99.23%

99.55%

Operational Risk

Operational risk refers to the risk of losses
resulting from inadequate or flawed internal
procedures, employees, information technology
systems and external events.

The Group strictly follows applicable
regulations and its operational risk
management strategies. It uses existing
compliance management and internal control
systems as the basis to integrate the advanced
standards, methods and tools of operational
risk management of domestic and foreign
regulators, optimizes the operational risk
management structure and the operational risk
management policies, strengthens collaboration
and cooperation between departments,
established daily monitoring and reporting
mechanisms, provides regular reports to the
management on the overall operational risk
situation, developed a set of professional

rules and standards for operational risk
management, strengthens the system platform,
and constantly raises the effectiveness of
operational risk management.
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The Group manages operational risk primarily
through the following mechanisms and
measures:

(] Establishing a robust and comprehensive
management system covering the
whole Group which identifies, evaluates,
monitors, controls/mitigates, and reports
operational risks;

s Constantly optimizing the operational risk
policy, framework, workflow, system and
tools, enhancing overall operational risk
management;

s Stepping up the implementation of
operational risk management tools
among subsidiaries, such as the Risk and
Control Self-Assessment (RCSA), Key Risk
Indicator (KRI) and Loss Data Collection
(LDC);

s Conducting research and planning
on operational risk capital provision
measurement according to regulatory
requirements and management
requirements;

(] Promoting a culture of operational risk
management through operational risk
management training.

Strategic Risk

Strategic risk refers to the risk of the
Company’s strategy not matching the

market environments and the Company’s
capabilities due to ineffective development and
implementation of the strategy or changes in
the business environments.

On the basis of deep understanding

of macroeconomic conditions at home

and abroad, the state’s industry policies

and regulations, market competition

and development trends, the Group has
thoroughly verified its high-level plans and
development strategies and coordinated
strategy development across the Group

to align the strategic targets of the Group
and its subsidiaries, and adjusted and
optimized strategic plans in response to the
actual business development and external
environment. The Group regularly makes its
3-year development plans and annual business
plans, proactively implements these strategies
and annual plans, regularly monitors and
assesses the implementation of the Group and
subsidiaries’ strategies and annual business
plans, specifies strategic focuses, and guides
the subsidiaries in management of strategic
risks for realization of overall strategic plans
and targets.
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Reputation Risk

Reputation risk is the risk of the Company’s
brand or reputation being damaged and other
relevant losses caused by negative comments
from stakeholders on the Company due to

a defect in the Company’s operation or an
external event.

The Group constantly improves its reputation
risk management approach as per regulations,
has built and improved the pre-warning,
monitoring, review and remediation procedures
for reputation risk management, closely
monitors the business lines with potential risks
and external factors to identify risk events

and give warnings, follows up on the risk
warnings, and minimizes the risk and chance of
reputation crisis through effective control and
remediation.

Group-level Risk

The Group proactively strengthens risk

control of its subsidiaries, implements relevant
regulatory requirements, and constantly
enhances management of group-level risks such
as risk contagion, the risk due to an opaque
organization structure, the concentration risk,
and risks in non-insurance areas.

Risk Contagion

Risk contagion refers to a situation where the
risk created by a member of the Group spreads
to another member of the Group by means of
intercompany transactions or other activities,
causing losses to such other member.

As the Group promotes synergies in integrated
finance, in order to prevent intra-group

risk contagion, the Group has strengthened
management and coordination across the
Group by building firewalls, managing
connected-party transactions (“CPTs”),
outsourcing and cross-selling, and coordinating
the Group’s branding, communication, and
information security functions.

The Group has built robust risk firewalls. The
Group has built robust firewalls between the
Group and its subsidiaries and among its
subsidiaries, including legal-entity firewalls,
finance firewalls, and information firewalls, and
personnel management firewalls to prevent
risk contagion. First, the legal-entity firewalls.
The Group and its subsidiaries have complete
governance structures. The Group itself
engages in no specific business activity. It
manages the subsidiaries through shareholding,
but neither participates in nor intervenes in the
subsidiaries’ routine business. The subsidiaries
carry out business activities independently, and
are supervised by their respective regulators.
Second, the finance firewalls. The Group and its
subsidiaries have finance functions respectively;
senior finance managers may not take
concurrent offices at different entities within
the Group. Each entity has clear accounts, with
independent accounting, assets, and liabilities.
Third, the information firewalls. The Group has
built an efficient and safe information security
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system, and constantly optimized the system,
with well-developed information protection
policies, standard information management
procedures, and clear accountabilities. The
subsidiaries manage the Company’s information
assets in strict accordance with the information
security rules, and strictly protect the
Company’s business information, trade secrets,
intellectual properties, and other information
assets. Each subsidiary manages its information
assets independently and strictly in line with
the Group’s information security management
rules for effective information segregation. The
Group attaches great importance to customer
data protection, and the cyber-security of
products and businesses. The Group has
established strict rules and procedures for
customer data protection at the group and
subsidiary levels. Moreover, to ensure effective
customer data protection, the Group has
developed pre-cautions related to the entry,
transfer, storage and application of customer
data, and taken a series of countermeasures
against potential data leak. Furthermore, the
Group has developed a contingency center and
business risk management platform, etc. for
active detection of information security threats
and quick responses to provide clients with
stable information security protection. Fourth,
the personnel management firewalls. The Group
and its subsidiaries have separate management
structures, with clear roles and responsibilities
so that personnel do not perform roles with
potential conflict of interests. Meanwhile, an
insurance subsidiary’s senior management

may not serve as the senior management of
non-insurance subsidiaries (unless otherwise
stipulated by laws, administrative regulations
and the CIRC).

The Group has constantly improved its
approach to management of CPTs. The

Group and its subsidiaries engaging in
insurance, banking, trust, securities, funds,
asset management and other businesses are
all subject to CPT-related laws, regulations
and regulatory requirements. Regulators
tightened monitoring on CPTs and issued
stricter standards in 2016. The Group attaches
great importance to CPT management, strictly
abides by laws, regulations, and regulatory
requirements. The Group’s Connected-Party
Transaction Committee functioned effectively,
which has coordinated Group-wide CPTs
management, constantly optimized
management policies and procedures,
enhanced CPT identification, review and fair
value-based pricing to ensure fair pricing for
CPTs and prevent improper transfer of benefits.
The Group continued to improve transparency
in CPTs, disclosed and reported CPT-related
information in strict accordance with relevant
rules and procedures. The Group has developed
a culture of strong compliance awareness for
CPTs. The Group has constantly enhanced

the systems for CPT management to increase
efficiency. The Group’s CPT management
systems and mechanisms have been improved
and effectively operated.
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The Group has improved its approach to
outsourcing. Currently, the Group’s four
centres (Administration, Internal Control, HR,
and Finance) outsource IT services to Ping

An Technology, including IT advisory services,
development, application system operation, call
centre services, office support, and information
security; they outsource financial operations to
Ping An Financial Services, including financial
review and accounting, financial system
configuration, cash collection and payment,
financial voucher filing, tax processing, sale/
purchase and payment of foreign exchanges,
and personal income tax declaration. The
Group has specified the information security
requirements in the outsourcing management
rules and procedures; going forward, the
Group will improve the rules and procedures
for approval, contract signing, and filing of
outsourcing. In particular, the process for
approval by the Board of Directors or a body
delegated by the Board of Directors will

be formalized, and the Group’s outsourcing
contracts will be filed with the CIRC 20 business
days before contract signing.

The Group has enhanced its cross-selling
management. Retail cross-selling businesses are
mainly done by agent distribution. Such agents
should enter into agency agreements with Ping
An Group and agree to distribute products

of the Group only. Moreover, agents should
observe relevant laws and regulations for
compliant and organized product distribution.
If customers need products beyond agents’
offering, customers may use specific apps or
visit platforms of other Ping An subsidiaries
for product information and purchase. Group
Integrated Finance Committee coordinates and
promotes cross-selling within Ping An Group.
The business is done through insurance agent
distribution and business recommendation.
The agent-related businesses strictly follow
the rules on agent distribution, and business
recommendation only involves matching

both sides’ intentions of cooperation strictly
following the market rules. All businesses are
evaluated independently by each subsidiary’s
risk function in line with the firewall system.

The Group has centralized the management

of branding, communication, and information
disclosure. The Group has implemented central
management of branding, communication,

and information disclosure. The Group has
developed robust rules and procedures for
brand asset management and information
disclosure, and strictly implemented them to
ensure central management and consistency of
branding.

Risk of Opaque Organization Structure

Risk of opague organizational structure refers
to the risk of losses in the Group caused by
the complexity or opaqueness of the Group’s
shareholding structure, management structure,
operational processes, and business types.

Ping An Insurance (Group) Company of China, Ltd.
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Risk Management

The Group has a clear shareholding structure.
The shareholding structure of the Group is
clear, balanced, and relatively scattered. There
is no controlling shareholder, nor de facto
controller. The Group’s subsidiaries engage

in businesses such as insurance, banking,
investment, and internet; all of the subsidiaries
have clear shareholding structures; none

of them have cross-shareholding or illegal
subscription for capital instruments.

The Group has a transparent governance
structure. The Group has established a clear
corporate governance structure in compliance
with laws and regulations such as the
Company Law of the PRC and the Securities
Law of the PRC, with the actual conditions

of the Company taken into account. The
General Meeting of Shareholders, the Board
of Directors, the Supervisory Committee, and
the senior management have exercised their
rights and performed their obligations in
accordance with the Articles of Association.
The Group itself engages in no specific
business activity. It manages the subsidiaries
through shareholding, but neither participates
in nor intervenes in the subsidiaries’ routine
business. The Company and its subsidiaries
have clearly defined roles and responsibilities
of their respective functions, which are
independently operated and well-coordinated
with checks and balances; there is no overlap,
absence, or over-concentration of powers and
responsibilities.

Concentration Risk

The concentration risk refers to members’
single or combined risk that, when aggregated
at the Group level, may be enough to directly
or indirectly threaten the Group’s solvency
position. The Group manages the concentration
risk through business counterparty
management, investment management,
insurance business management, and
non-insurance businesses management.

The concentration risk management of
business counterparties. In order to control
the concentration risk from the perspective

of business counterparties, the Group has
specified a set of single risk limits for major
counterparties based on the counterparties’
risk tolerance and the Group’s risk appetites as
well as risk tolerance. The Group’s set of single
risk limits covers major non-retail, non-trading
counterparties in its investment and financing
businesses.
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The concentration risk management of
investment assets. In order to manage the
concentration risk of investment assets,

the Group has appropriately classified the
investment assets, and specified concentration
risk limits for the asset classes according

to their respective risk-return profiles and
formulate concentration risk limits system

for investment assets. Moreover, the Group
regularly reviews the concentration risk posed
by investment assets at the subsidiary level

to prevent any solvency risk and liquidity risk
arising from over-concentration of the Group’s
investment assets in a certain asset class,
counterparty, or industry.

The concentration risk management of
insurance and non-insurance businesses.

The Group evaluates, analyzes, monitors and
reports the concentration of its businesses

in accordance with the CIRC’s rules for
concentration risk management of the Group’s
insurance and non-insurance businesses.
Regarding the concentration of insurance
business, the Group has enhanced the
framework of concentration risk limits for
reinsurance counterparties, risk monitoring, risk
analysis, and risk warning by implementing the
reinsurer credit and concentration management
procedures. Regarding the concentration

of non-insurance businesses, the Group has
analyzed the structures and risk profiles

of non-insurance businesses, specified the
concentration risk indicators to be monitored,
and included such indicators in the routine
risk management framework. The Group has
effectively prevented the concentration risk
through regular evaluation, monitoring, and
warning of the concentration risk in insurance
and non-insurance businesses.

Risks in Non-insurance Areas

As an integrated financial service group
authorized by the State Council to engage

in separate operations under a listed holding
group subject to separate regulation, the Group
has established independent legal entities
that engage in insurance, banking, investment,
and internet finance respectively. Regarding
corporate governance, all the subsidiaries

in non-insurance areas carry out specialized
operations independently, and are supervised
by their respective regulators; the Group
ensures that all the non-insurance subsidiaries
are effectively segregated from the insurance

Ping An Insurance (Group) Company of China, Ltd.



subsidiaries in terms of assets and liquidity.

For equity investments in non-insurance areas,
the Group has developed rules, standards and
limits, established processes for investment
decision making, risk management, investment
review, evaluation and reporting, and specified
procedures for activities before, during

and after investment deals. Moreover, the
non-insurance subsidiaries strictly follow the
Company’s strategic planning process to
analyze the feasibility of business strategies,
regularly review the ROICs, investment payback
periods, business and financial performance as
well as valuations, and evaluate the risk-return
profiles of various businesses.

SOLVENCY MANAGEMENT

Solvency refers to the Group’s ability to settle
its liabilities. The key objective of solvency
management is to meet statutory capital
requirements and to maintain a healthy capital
ratio to support business growth and maximize
shareholder value.

In response to increasingly diverse, complicated
risks in China’s fast-growing insurance

market, the CIRC released in February 2015

the C-ROSS Regulatory Rules (No.1-17) with
effect from January 2016. Compared with

the scale-oriented China Solvency | C-ROSS

is a risk-oriented solvency regulatory rule

and is aligned to the international regulatory
framework. C-ROSS consists of three pillars,
which are quantitative capital requirements,
qualitative regulatory requirements, and market
discipline mechanisms. C-ROSS effectively
prevents systemic risks and regional risks, and
encourages capital efficiencies. Compared with
China Solvency I, C-ROSS enables insurers to
identify and assess risks more effectively and
strike a balance between risk prevention and
value growth.

Qualitative supervisory requirements, as the
second pillar of C-ROSS, are mainly based on
the CIRC’s Solvency Aligned Risk Management
Requirements and Assessment (SARMRA). The
SARMRA results are linked with an insurer’s
control risk minimum capital, so as to adjust
the minimum capital requirement based on

the first pillar. As per the SARMRA results for
2016 unveiled by the CIRC, Ping An Life scored
86.06, ranking the first among 72 life insurers

in China. The score allowed Ping An Life’s
minimum capital requirement under C-ROSS to
reduce by RMB7,384 million as at December 31,
2016. Ping An Property & Casualty scored 83.58,
ranking the third among 77 property & casualty

Annual Report 2016

insurers in China. Because of the score, Ping
An Property & Casualty’s minimum capital
requirement under C-ROSS reduced by RMB485
million as at December 31, 2076.

As at December 31, 2016, the Group’s
comprehensive solvency margin ratio stood at
210.0% which fully met regulatory requirements.

The Group manages its solvency through the
following mechanisms and processes:

s The impacts on solvency must be
evaluated when we develop key initiatives
such as strategies, business plans,
investment decisions, and dividend
distribution plans;

. The solvency target is a key indicator for
the Company’s risk management, and
an emergency reporting and response
mechanism is in place for significant
changes in the solvency to ensure the
solvency is maintained at an appropriate
level;

. The solvency indicator has been included
as a KPI in performance appraisal at the
Company level to be instituted with the
top down approach;

. We adopt a prudent asset and liability
management policy, constantly enhance
asset quality and business operations,
strengthen capital management, and focus
on capital requirements supporting rapid
business growth;

. We conduct solvency assessments and
dynamic solvency tests on a regular
basis, and closely monitor changes in the
solvency;

. We conduct sensitivity and scenario stress
testing to generate warnings for potential
changes in solvency.

As one of the G-SllIs, Ping An is required to
follow a series of solvency regulations which
are being developed by the IAIS from 2019 in
addition to C-ROSS. With the encouragement
and support from the CIRC, Ping An has
actively worked with the IAIS to develop
solvency regulations for G-Slis. With better
understanding of China’s insurance industry
and Ping An’s features, the IAIS is able to
reflect such understanding in the regulations.
Positive progress has been made with Ping An’s
participation.

Ping An Insurance (Group) Company of China, Ltd.
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Corporate Social Responsibility

Cherishing the idea of social commitment, we are dedicated to fulfilling our
duties to our shareholders, living up to the trust of our customers, benefiting our
employees and contributing, with gratitude to society.

We adhere to the philosophy of “Expertise Creates Value”. While delivering value to our shareholders,
customers and employees, we are also concerned about social well-being and always fulfill our social
responsibility, creating a win-win situation with all stakeholders. Leveraging “Internet + Finance” development
model and innovative technology approaches, we build an even stronger open internet finance service platform,
providing customers with ready access and better experience, and realize the overall improvement of health
management and wealth management. Over the past years, we have continued our commitment to education,
environment protection, disaster relief, poverty relief and other worthy causes, and upgraded the volunteer
teaching campaign utilizing the internet. In response to hot social issues, we encourage our employees and
customers as well as the general public to participate in public welfare activities. Ping An has thus received
numerous honors and awards in recognition of its social contributions, among which are the “Most Respected
Company in China” for the 15th consecutive year and the “International Carbon-Value Award” for the 4th
consecutive year. In 2016, it competed for “2016 CSR China Education Awards”, the only official award in the
field of China’s education, and was awarded the “Best Sustainable Development Award” and the “CSR Special
Award for Video on New Media”.

Economic benefits Employees
éggest?aarsei%feammgs Y gg% Mobile learning platform “Zhi Niao”
rme3.50 | ¥ a8
Benefits Remuneration Over Viewed
Up by
+17.4% compared Total assets nearly rvell1,544 rmsd5,542 | 71,163 4.8.66 million
o 5 58 million million courses times
with 2015 RMB . trillion

Registered users of our internet finance platforms Society and environment

Carbon emissions reduced by Initial funding of the first
“"Education Charity Trust Plan”

As at December 31,2016:
36,433tons RMB].0.07 million

Ping An Life “Jin Guan Jia” app “Ping An Good Doctor” app in 2016 with
technology-driven services

9 8 .O 9 million Over 1 3 O million Credit lines granted through green credit services
users users 5 9 03 5 ,
RMB y million

Finance One Account
e Volunteer teaching at Hope Primary Schools 2 8 6 6 5
1 8 5 ’ hours
million

Scholarships granted to Life insurance agents participated in » ‘
users Hope Primary Schools “Reunion with Love” activity during the Spring Festival
RMBl,848.5 550,000 persons
thousand
Customer experience Partners
We introduced the Net Promotor Score Ping An Good Doctor Ping An Good Doctor Y| gianbao’s annual
(NPS) to monitor customer experience has partnered with has contracted trading volume
and Ping An Group’s NPS grew by3 0(7
b 60,000 | 5000 2,803,913
external doctors famous doctors million
Ping An Life Ping An Property & Casualty at 3A hospitals
overall customer auto insurance claim
satisfaction payment rate

935% 99.9%
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Prospects of Future Development

BUSINESS PLAN FOR 2017

Our business and operation plans remain consistent
and stable as no major changes have been made

to our long-term operating objectives as compared
with those announced last year.

In 2016, the Company was committed to driving
and implementing its business plans, enhancing the
operation of individual customers and improving
the value of individual business. The four pillar
businesses - insurance, banking, asset management
and internet finance maintained sound operation
and sustainable growth. The profitability of the
Company steadily improved, and the performance
targets of all business plans set out last year were
achieved.

In 2017, the Company will remain resolute and
continue to forge ahead with the development plans
formulated by the Board of Directors. It strives to
create greater value for customers and improve

the value of the Group leveraging its professional
strength. Meanwhile, it is actively preparing for the
future with close attention to global technological
development trends and focus on pan financial
assets and pan healthcare. Starting with customer
demand and centering on services in finance-related
“health, food, housing and transportation” areas, the
Company strives to achieve “one customer, multiple
products and one-stop services” and become “a
world-leading personal financial services provider”.

. With the vision of “becoming the most
respected life insurance company in
China”, Ping An Life focuses on “product +
technology”. Driven by innovation, it builds its
core competitive advantages in the Ping An 3.0
Era, and promotes the synergistic development
of multiple channels, namely sales agents,
bancassurance, telemarketing and internet
marketing. Ping An Life also strives to achieve
the sustained, healthy and stable development
of its embedded value and business scale.
Leveraging technology and the mobile internet,
Ping An Property & Casualty will continue to
foster innovations and build differentiated
competitive advantages, and enhance the
capability of risk screening and cost control.
Meanwhile, it aims to provide better customer
experience and improve customer satisfaction
through matching specific products and

Annual Report 2016

services with customer attributes, and further
increase the Net Promoter Score. Utilizing

its professional strength, Ping An Annuity

will develop business centering on the
government’s livelihood projects and the social
security system. It will also play an active role
in corporate annuity, occupational annuity,
pension asset management, tax-preferred
insurance, tax-deferred insurance and group
medical health insurance, and contribute to
the aim that “elders have access to good care,
patients have access to medical treatment, and
the poor have access to assistance”. Ping An
Health will strengthen the integration of health
insurance and health management to create
the No.1 brand of health insurance and services
in China.
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Ping An Bank will place “transformation into
a retail bank” at the core, and implement the
strategies taking the opportunity of “reform
of business units” and “transformation of
branches”. Insisting on being asset-light and
capital-light, it will develop intermediary
business vigorously, and improve the
percentage of net non-interest income. In

the reform of business units, it adopts a

new cooperation model of “C+SIE+R (core
customers + supply chain, industry chain and
ecosystem + retail customers)” to promote
the joint efforts on retail business throughout
the Bank, and increase the percentage of retail
business in overall business. While ensuring
the sound development of corporate business,
we also promotes its positive effects on retail
business. Ping An Bank will make continuous
efforts to ensure the promotion of strategic
business, and the sustainable and reasonable
growth of profits.

In the asset management business, we will
continue to build a leading investment
management platform. We offer customers a
comprehensive range of services which include
share and bond financing, security brokerage,
financial advisory and asset management,
improving customer experience. We will
enhance the market value of our investment
projects by strengthening post-investment
management and output of experience. In
managing our insurance funds, we will borrow
global experience to further improve our
investment management system.
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. In the internet finance business, we
will utilize new technologies such as
the mobile internet, big data and cloud
services to optimize financial and daily
life scenarios focused on customer needs,
and promote the innovation of business
and service models. Continuous efforts will
be made to improve customer experience
and build a stronger internet finance
ecosystem, providing customers with
more diverse convenient and personalized
financial products and life services.

. Adhering to the concept of
“customer-centric”, we will continuously
upgrade customer operation models,
unlock customer value and promote
customer migration to further implement
“one customer, multiple products and one-
stop services”.

It is expected that the Company will maintain
steady growth in its performance in 2017. The
insurance business is expected to maintain
stable growth; the banking business is to
deepen its strategic transformation; more
diversified returns are expected from the
asset management business; the internet
finance business is expected to experience
rapid development. In light of changes in

the macroeconomic environment, market
competition, investment market conditions
and other factors, the Company will make
dynamic and timely adjustments to its
business objectives to ensure the continuous
improvement of its competitive edge.

MAJOR INDUSTRY TRENDS AND THE MARKET
LANDSCAPE

In 2016, the first year of the 13th Five-year
Plan, the insurance industry fully implemented
the resolutions of the 18th National Congress
of the Communist Party of China (CPC), and
insisted on the belief that “insurance should
be protection-oriented”. Achievements of

the industry include the nearly full coverage
of critical illness insurance, insurance funds
supporting implementation of key national
strategies, full implementation of the China
Risk Oriented Solvency System (C-ROSS),

the nationwide premium rate reform in auto
insurance, the number of online insurance
customers exceeding 300 million and approval
of mutual insurance. Insurers proactively
adapted to the new normal of China’s

Annual Report 2016

Prospects of Future Development

economy, pushed ahead with the supply-side
reform, played an increasingly important role

in social and economic development, and
further supported the economic growth and
improvement of people’s livelihood. China’s
insurance industry recorded total premiums

of RMB3.10 trillion, up 27.5% year on year,
consisting of RMB1,744,222 million from life
insurance, RMB872,450 million from property and
casualty insurance, and RMB404,250 million from
health insurance. Assets of insurers totalled
RMB15.12 trillion, up 22.3% from the end of

2015. In terms of premium, both Ping An Life
and Ping An Property & Casualty ranked 2nd
among peers in China. Insurance is one of the
fastest growing sectors in China’s economy.
With the steady growth in economy and
national wealth, the insurance market’s size and
social influence will increase, and the Company
expects its insurance business to maintain rapid
and healthy growth.

Over the past year, implementation of the
deposit insurance system, development of
internet finance and liberalization of private
banks have brought challenges to the banking
industry. However, growth-stabilizing policies,
new philosophies of the 13th Five-year Plan,
reform in financial regulation, upgrade of
individual financial consumer demand and
development of new technologies have
provided a number of opportunities. In 2016,
the banking industry saw steady growth in
assets and liabilities. At the end of 2016, assets
of banking institutions in China denominated
in domestic and foreign currencies totalled
RMB232 trillion, up 15.8% year on year, while
total liabilities denominated in domestic and
foreign currencies grew by 16.0% year on

year to RMB215 trillion. In 2017, the macro-
economy will grow moderately. Positive and
efficient fiscal policies bring opportunities

to banks to facilitate the construction of
infrastructure and creative PPP; prudent
monetary policies will further facilitate
commercial bank’s asset-liability and liquidity
management. As national income soars,
people’s financial consumer needs will move to
diversified and international asset allocation,
and comprehensive individual and family
asset-liability management, which means huge
room for banks to develop retail business
especially wealth management. Meanwhile, with
the development of the internet, internet of
things, blockchains and big data, smart apps,

Ping An Insurance (Group) Company of China, Ltd.



social networking services and remote service
are becoming more important. Commercial
banks can utilize new technologies to lower
customer acquisition cost and develop new

risk control models. Facing opportunities and
challenges, Ping An Bank aims to be different
and develop into a smart retail bank centering
on “SAT (social media + applications + remote
service teams). Insisting on the corporate
business strategy of being asset-light,
capital-light, industry-oriented and professional
with investment banking attributes, it will

step up efforts to develop business along the
industry chain and in the ecosystem, and create
synergy between corporate business and retail
business, and between commercial banking and
investment banking.

In 2016, China’s asset management industry
maintained good momentum, with the assets
under management hitting a record high. In
2017, as China’s economic transformation and
upgrade deepens, the asset management
industry will play a special and significant role
in improving the capital market’s efficiency
and facilitating the economic transformation.
Besides, as national wealth continues to grow
and financial market reform speeds up, there is
still huge room for China’s asset management
industry. There will be unprecedented
opportunities. The Company will continue to
strengthen its investment capabilities, enhance
interaction between investment and research,
improve risk management, and proactively
seize opportunities in the asset management
industry. By fully leveraging the Group’s
advantages in integrated finance, it aims to
build a leading asset management platform in
China.
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In recent years, the internet industry has
developed quickly and brought new momentum
for all industries and more convenience to
people’s life. Integration of the internet with
traditional industries has become the norm.
Going forward, the internet finance industry
will refine user operation and conduct precision
marketing step by step through user profiling.
Besides, centering on serving users, it will
continue to optimize user experience. The
Company will enhance its presence in the
internet ecosystem to meet the market and
users’ needs. Focusing on pan financial assets
and pan healthcare, it aims to provide more
diversified products for users.

In 2017, complexities will remain in the global
economy, with on-going downward pressure
on China’s economy. Thus, it is a key task for
China to stabilize economic growth. Because
of fast-developing new technologies enabled
by the internet, nearly all traditional industries
including finance will face tremendous changes.
Against this backdrop, Ping An will insist on
diversified development, center on integrated
financial services for “one customer, multiple
products and one-stop services”, and make
unremitting efforts to become a world-

leading personal financial services provider.

By providing more and more customers with
simple and optimum services, the Company
aims to prove that “"expertise makes life easier”.

Ping An Insurance (Group) Company of China, Ltd.
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Changes in the Share Capital and
Shareholders’ Profile

INFORMATION DISCLOSED UNDER A SHARES REGULATORY REQUIREMENTS
Changes in Share Capital
Statement of shareholding changes

January 1, 2016 Changes during the reporting period December 31, 2016
Number of Issue of Transfer Number of

Unit: Shares shares  Percentage (%) new shares  Bonus issue from reserve Others Sub-total shares Percentage (%)

. Selling-restricted shares - - - - - - - - -
Il Selling-unrestricted circulating shares

1. RMB ordinary shares 10,832,664,498 59.26 - - - - - 10,832,664,498 59.26
). Domestically listed foreign

shares - - - - - - - - -

3. Overseas listed foreign shares 7447576912 4074 - - - - - 7447576912 4074

4. Others - - - - - - - - -

Total 18,280,241,410 100.00 - - - - - 18,280,241410 100.00

[l Total number of shares 18,280,241,410 100.00 - - - - - 18,280,241,410 100.00

Security issuance and listing
Security issuance of the Company
There was no issuance of securities during the reporting period.

Total number of shares and changes in shareholding structure of the Company

During the reporting period, there was no change in the total number of shares and shareholding structure
of the Company. As at December 31, 2016, the total share capital of the Company was 18,280,241,410 shares,
consistin