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Advancing the Building of a Comprehensive Risk Management System
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In 2019, the Bank adopted systemic regulations to improve the institutional framework of comprehensive risk management
and refined the system of risk appetite indicators to make sure that it plays the guiding role in the Bank’s overall business
operations.

In accordance with the principle of adopting customized policies and solutions for different clients and assets, the
Bank took proactive measures to forestall and defuse risks in major countries and key projects, and spared no effort in
mitigating existing risks and controlling incremental ones. On the basis of identifying risk exposures, the Bank furthered
risk screening, improved the procedures of country-specific risk evaluation and internal rating, adjusted the credit ceiling
of high-risk countries in a dynamic way and strengthened country risk monitoring and analysis.

The Bank enhanced the management of anti-money laundering (AML), improved the institutional framework and regulations
for AML risk management, and introduced a risk evaluation and indicator system into the Bank’s business units and
products. An AML blacklist was also put in place to enable early warning and real-time monitoring.

The Bank followed the principle of coordinated growth of its assets and liabilities, spared no effort in implementing
regulatory requirements to improve the system for liquidity risk management, and enhanced its capacity for managing
liquidity risk.

The Bank stepped up efforts in operational risk management and adopted concrete measures to prevent and control the
risk of getting penalized by regulatory authorities. The Bank continued to monitor and report key operational risk events
in a timely manner, while optimizing the setting of operational risk appetite.

The Bank conducted stress tests in all kinds of risk scenarios including credit risk, market risk and country risk, and took
the initiative to prepare for and cope with potential extreme incidents that may impact its operation and management.
By making a negative list of industries, the Bank continued to restrict credit quotas to industries with excess production
capacity. Efforts were also made to standardize rating indicators, simplify rating procedures, verify rating models and
increase their scope of application and accuracy.
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Making Progress in Forestalling and
Defusing Risks
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According to the Three-Year (2018-2020) Plan on Risk
Prevention and Control, the Bank continued to implement
the Work Plan on Defusing Risks Through Tailor-made
Solutions for Each Client and Asset. Following the principle
of gaining a thorough understanding of the real situation,
adopting effective measures and ensuring tangible results,
the Bank brought into full play the three-tiered supervision
mechanism. As a result, the momentum of the increase of
non-performing assets was reversed, progress was made
in the Bank’s campaign to defuse major risks, and the
Bank’s asset quality was improved.

In addition to mitigating and handling risks in key projects,
the Bank strengthened its work in all aspects to enhance
comprehensive risk control, and it became more alert and
forward-looking in managing risks. In so doing, the Bank
got a clearer picture of its risk exposures, more accurate
risk measurement results and better risk monitoring tools
and enhanced capacity for risk control and management.
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Building the Capacity for Effective
Internal Control and Compliance
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In the course of 2019, the Bank made solid progress in the
evaluation and closed-loop management of internal control,
thus further enhancing its capacity for internal control and
management.

The Bank improved its institutional framework on a continuing
basis, and strengthened compliance review and feedback
collection of regulations. Compliance management across
lines of business was tightened. Efforts were also redoubled to
forestall and control the risk of financial crime by introducing
bank-wide code of conduct for employees and carrying out
risk screening on specific cases.

Management of connected transactions was strengthened by
formulating regulations and carrying out special rectification
campaigns on equity transactions and connected transactions.

Multiple measures were taken by the Bank to foster the
culture of compliance by providing more training and
guidance on internal control and compliance, establishing
training platforms for important regulations, and educating
its employees about specific crime cases.



