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In 2008, the impact of the world financial crisis on the Chinese companies, exporters in
particular, began to emerge, which added to the complications in risk management. Under
such circumstances, the Bank adopted various measures in financial risk prevention and
mitigation with stronger risk awareness. By doing so, the Bank managed to improve its asset
quality while maintaining rapid business expansion. A Double Decline in NPL outstanding
and ratio, the target for the Post-loan Management Year, was scored, with NPL ratio contained
at 1.52%.

First, to deal with the risks brought about by the financial crisis and identify potential
exposure of credit stocks, efforts were made to intensify the interaction between the bank' s
head office and its branches. Measures include formulating detailed working plans, making
field studies on key business lines, sectors and clients, scrutinizing the crisis impact on asset
quality, identifying risk points, exploring and adopting targeted measures for risk prevention
and mitigation to address major and accidental risks. Asset quality surveillance was stepped
up to ensure a Double Decline in NPL outstanding and ratio.

Second, adhering to the Principle of Pre-loan Investigation, Disbursement Examination
and Post-loan Inspection, the Bank adopted legal, administrative and economic means in
dealing with existing NPLs. Efforts were made to build up and improve the early risk warning
mechanism, standardize and simplify approval procedures, and set up a fast-track approval
channel for low-risk businesses. The Bank also stepped up reform of existing non-litigation
legal affairs working mechanism and the building of its internal rating system.

Third, the Bank enhanced its credit system construction and policy studies in order to
guarantee sound development of its credit business. Renewed efforts were made to strengthen
post-loan management, improve post-loan management supervision mechanism and adjust
internal and external inspection. The Five-Tier Loan Management System has been upgraded
and classification of potential risk projects adjusted on a timely basis. Surveillance on working
capital loans has been intensified with special attention to the new borrowings to pay off
existing loans. Management mode has been modified and special-purpose inspection intensified.
Efforts are made to step up scrutiny on guarantors, underwriting pledges and collaterals and
corresponding banks. In addition, creditor' s right management in case of bankruptcy has
been improved to better guarantee the Bank' s rights and interests.

Four, credit management has been constantly upgraded, and sector and country risk
analysis stepped up with special focus on the dynamics of key countries and regions. Reports
on key country risk have been made on a timely basis. Efforts have been made to intensify
country risk studies both in width and depth. Based on the updated reports of risk analysis
on 142 countries, the Bank completed an additional of 50 country risk reports, providing
valuable guidance on country risk prevention for the Bank' s entire business portfolio.

Five, Acting on the principle of operating in compliance with law, the Bank continued to
improve its internal control mechanism. So far, the internal control system assessment and
design sponsored by the World Bank has been completed. A vertically managed auditing
system has been set up and auditing by section has been specified, thus enhancing auditing
frequency and intensity. An accountability system has been put in place and bad loan
accountability mechanism and supervision mechanism been set up. In addition, the bank
geared up anti-money-laundering management with a special focus on the building of an anti-
money-laundering system.
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