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Risk Management

In 2015, the Bank further promoted the establishment of a comprehensive risk management system by formulating
guidelines on strengthening the risk management system and introducing risk assessment measures. It also placed
investment in the risk management framework and strengthened risk control over trade financing businesses
including forfeiting and factoring. The Bank formulated guidelines on conducting due diligence on loans to private
companies and took advantage of the overseas networks of its correspondent banks to conduct agency post-
lending management.

The Bank took vigorous steps to strengthen the management of country and industry risks. Country-specific risk
management responsibilities were delegated to front desk departments, all-round and rigorous management
of country-specific risk quota was conducted and full coverage of country-specific risk assessment and rating
was ensured. Industry risk rating, risk quota, credit line and alert systems were put in place to guide business
development and promote industrial transformation and upgrading, and the provision of new loans to industries
with overcapacity were strictly controlled. As a result, the percentage of loans to the five industries with severe
overcapacity, iron and steel industry in particular, kept declining steadily.

The Bank enhanced management of rating and credit lines to cover more clients. In order to improve project
evaluation measures, the Bank spread the application of economic performance evaluation models and brought
in external brains. By doing so, principles for assessing country risks and standards for project supervision and
business contract review were formulated. The Bank improved management of guarantees, raised clear requirements
for overseas guarantees, reviewed mortgages and pledges, and reinforced management of key links such as the
value evaluation and insurance of collaterals.

After the special campaign to strengthen internal control and external oversight to forestall illegal operations was
conducted, the Bank took follow-up steps to ensure that the purpose of the campaign was well served. Greater
attention was paid to correcting violations of regulations and plugging risk loopholes. Weak links in business
management were strengthened, particularly those in the compliance check, auditing and post-project evaluation of
overseas loans. Those who were involved in issuing non-performing loans were held accountable, thus consolidating
internal control and compliance and the management of operational risks. Risk checks were conducted in both
institutions and businesses, including the Bank's branches, the Representative Office for Southern and Eastern
Africa, bond underwriting and anti-money laundering.
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