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Under the USD10,000,000,000 Medium Term Note Programme described in this Offering Circular (the “Programme”), Industrial and Commercial Bank of China
Limited, London Branch (the “Issuer”), subject to compliance with all relevant laws, regulations and directives, may from time to time issue medium term notes (the
“Notes”) denominated in any currency agreed between it and the relevant Dealer (as defined below).

Notes may be issued in bearer or registered form. The aggregate nominal amount of Notes outstanding will not at any time exceed USD10,000,000,000 (or its equivalent
in other currencies subject to increase as described herein). The Notes may be issued on a continuing basis to one or more of the Dealers specified under “Overview of
the Programme” or any additional Dealer appointed under the Programme from time to time by the Issuer (each a “Dealer” and together the “Dealers”), which
appointment may be for a specific issue or on an ongoing basis. References in this Offering Circular to the “relevant Dealer” shall, in the case of an issue of Notes
being (or intended to be) subscribed for by more than one Dealer, be to all Dealers agreeing to subscribe for such Notes.

Application has been made to the London Stock Exchange plc (the “London Stock Exchange”) for Notes issued under the Programme during the period of 12 months
from the date of this Offering Circular to be admitted to the London Stock Exchange’s International Securities Market (“ISM”). References in this Offering Circular
to Notes being “admitted to trading” (and all related references) shall mean that such Notes have been admitted to trading on the ISM. The ISM is not a regulated
market for the purposes of Directive 2014/65/EU of the European Parliament and of the Council on Markets in Financial Instruments.

The ISM is a market designated for professional investors. Notes admitted to trading on the ISM are not admitted to the Official List of the UK Listing
Authority. The London Stock Exchange has not approved or verified the contents of this Offering Circular.

The Programme provides that Notes may be listed and/or admitted to trading, as the case may be, on such other or further stock exchange(s) or markets as may be
agreed between the Issuer and the relevant Dealer(s). The Issuer may also issue unlisted Notes and/or Notes not admitted to trading on any market. The applicable
Pricing Supplement (as defined below) will state whether or not the relevant Notes will be listed and/or admitted to trading.

Notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of such Notes, the issue price of such Notes and other information which is
applicable to each Tranche (as defined under “Terms and Conditions of the Notes”) of such Notes will be set out in a pricing supplement (the “Pricing Supplement”),
which with respect to Notes to be admitted to trading on the ISM, will be delivered to the London Stock Exchange. Copies of the Pricing Supplement in relation to
Notes to be admitted to trading on the ISM will also be published on the website of London Stock Exchange through a regulatory information service.

The Notes of each Series issued in bearer form (“Bearer Notes”) will be represented on issue by a temporary global note in bearer form (each a “Temporary Global
Note™) or a permanent global note in bearer form (each a “Permanent Global Note™) (collectively, the “Global Notes™). Notes in registered form (‘“Registered
Notes”) will be represented by registered certificates (each a “Certificate”), one Certificate being issued in respect of each Noteholder’s entire holding of Notes in
registered form of one Series. Certificates representing Registered Notes that are held in one or more clearing systems are referred to as global note certificates (“Global
Note Certificates”). Global Notes and Global Note Certificates may be deposited on the relevant issue date with a common depositary on behalf of Euroclear Bank
SA/NV (“Euroclear”) and/or Clearstream Banking S.A. (“Clearstream, Luxembourg”), and Global Note Certificates may be registered with a sub-custodian for the
Central Moneymarkets Unit Service (the “CMU Service”) operated by the Hong Kong Monetary Authority (the “HKMA”). Interests in a Temporary Global Note
will be exchangeable, in whole or in part, for interests in a Permanent Global Note on or after the date 40 days after the later of the commencement of the offering and
the relevant issue date, upon certification as to non-U.S. beneficial ownership. The Notes constitute freely transferable securities.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”) or with any securities regulatory
authority of any state or other jurisdiction of the United States, and the Notes may include Bearer Notes that are subject to U.S. tax law requirements. Subject to certain
exceptions, the Notes may not be offered, sold, or, in the case of Bearer Notes, delivered within the United States or to, or for the account or benefit of, U.S. persons
(as defined in the U.S. Internal Revenue Code of 1986, as amended, and regulations thereunder). Registered Notes are subject to certain restrictions on transfer, see
“Subscription and Sale”.

The Programme is expected to be assigned a long-term rating of “A1” by Moody’s Investors Service Hong Kong Ltd. (“Moody’s”) and long-term and short-term
ratings of “A” and “A-1”, respectively, by S&P Global Ratings Hong Kong Limited (“S&P”). These ratings are only correct as at the date of this Offering Circular.
Tranches of Notes to be issued under the Programme may be rated or unrated. Notes issued under the Programme may be rated or unrated by either of the rating
agencies referred to above. Where a Tranche of Notes is to be rated, such rating will be disclosed in the Pricing Supplement and will not necessarily be the same as
the ratings assigned to the Programme. Each of Moody’s and S&P is not established in the European Union nor registered under Regulation (EC) No 1060/2009 (as
amended) on credit rating agencies. A rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction, revision or withdrawal
at any time by the assigning rating agency.

Investors should be aware that Industrial and Commercial Bank of China Limited, London Branch is a branch, not a subsidiary, of Industrial and Commercial Bank
of China Limited (the “Bank”) and does not comprise a legal entity separate from it. As a result, in the case of any default by the Issuer under the Notes and any
subsequent enforcement of an arbitral award in connection therewith, all claims of the holders of the Notes against the Issuer shall ultimately rank pari passu with
the claims of other senior unsecured creditors of Industrial and Commercial Bank of China Limited. Please see “Description of the Issuer — Legal Status” for further
details. Notwithstanding that the Issuer does not have separate legal personality from the Bank, the Issuer conducts its banking business as an entity separate from
the Bank from an operational perspective, and is regulated and subject to taxation in the UK on this basis. Its funding activities, including the issue of Notes from time
to time under the Programme, are part of its ordinary banking business and should be viewed accordingly.



Investing in Notes issued under the Programme involves certain risks and may not be suitable for all investors. Investors should have sufficient knowledge and
experience in financial and business matters to evaluate the information contained in this Offering Circular and in the applicable Pricing Supplement and the merits
and risks of investing in a particular issue of Notes in the context of their financial position and particular circumstances. Investors also should have the financial
capacity to bear the risks associated with an investment in Notes. Investors should not purchase Notes unless they understand and are able to bear risks associated with
Notes. The principal risk factors that may affect the ability of the Issuer to fulfil its obligations in respect of the Notes are discussed under “Risk Factors” below.

The Issuer is duly incorporated under the laws of the PRC and operates in conformity with its constitution. The Notes conform with the laws of the PRC and are duly
authorised according to the requirements of the Issuer’s constitution. All necessary statutory and other consents have been obtained.

Arrangers and Dealers
HSBC ICBC
J.P. Morgan Standard Chartered Bank

Co-Arrangers and Dealers

ANZ BofA Merrill Lynch
BNP PARIBAS ING
Dealers
Citigroup Lloyds Bank Corporate Markets Wells Fargo Securities

The date of this Offering Circular is 17 October 2018



IMPORTANT NOTICE

The Issuer (whose registered office address appears on the penultimate page of this Offering Circular)
accepts responsibility for the information contained in this Offering Circular, and to the best of the knowledge
of the Issuer (having taken all reasonable care to ensure that such is the case), the information contained in this
Offering Circular is in accordance with the facts and does not omit anything likely to affect the import of such
information.

Each Tranche (as defined herein) of Notes will be issued on the terms set out herein under “7erms and
Conditions of the Notes” (the “Conditions”) as amended and/or supplemented by the Pricing Supplement
specific to such Tranche. This Offering Circular must be read and construed together with any amendments or
supplements hereto and with any information incorporated by reference herein and, in relation to any Tranche
of Notes, must be read and construed together with the relevant Pricing Supplement.

The distribution of this Offering Circular and any Pricing Supplement and the offering, sale and delivery
of the Notes in certain jurisdictions may be restricted by law. Persons into whose possession this Offering
Circular comes are required by the Issuer, Industrial and Commercial Bank of China Limited (the “Bank”) and
its subsidiaries (the “Group”, “we” or “us”), the Arrangers and the Dealers to inform themselves about and to
observe any such restrictions. None of the Issuer, the Group, the Arrangers or the Dealers represents that this
Offering Circular or any Pricing Supplement may be lawfully distributed, or that any Notes may be lawfully
offered, in compliance with any applicable registration or other requirements in any such jurisdiction, or
pursuant to an exemption available thereunder, or assumes any responsibility for facilitating any such
distribution or offering. In particular, no action has been taken by the Issuer, the Group, the Arrangers or the
Dealers which would permit a public offering of any Notes or distribution of this Offering Circular or any
Pricing Supplement in any jurisdiction where action for such purposes is required. Accordingly, no Notes may
be offered or sold, directly or indirectly, and none of this Offering Circular, any Pricing Supplement or any
advertisement or other offering material may be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with any applicable laws and regulations.

There are restrictions on the offer and sale of the Notes and the circulation of documents relating thereto,
in certain jurisdictions including, but not limited to, the United States of America, the EEA, the United
Kingdom, Italy, the Netherlands, Japan, Hong Kong, the PRC, Singapore, Thailand, Macau, United Arab
Emirates (other than the Dubai International Financial Centre), the Dubai International Financial Centre and
Qatar and to persons connected therewith. The Notes have not been and will not be registered under the
Securities Act or with any securities regulatory authority of any state or other jurisdiction of the United States
and may include Notes in bearer form that are subject to U.S. tax law requirements. Subject to certain
exceptions, the Notes may not be offered, sold or, in the case of Bearer Notes, delivered within the United States
or to, or for the account or benefit of, U.S. persons. The Notes are being offered and sold outside the United
States in reliance on Regulation S under the Securities Act. For a description of certain restrictions on offers,
sales and transfers of Notes and on the distribution of this Offering Circular, see “Subscription and Sale”.

Admission to trading on the ISM is not to be taken as an indication of the merits of the Issuer, the Group
or the Notes. In making an investment decision, investors must rely on their own examination of the Issuer, the
Group and the terms of the offering, including the merits and risks involved. See “Risk Factors” for a discussion
of certain factors to be considered in connection with an investment in the Notes.

No person has been authorised by the Issuer or the Group to give any information or to make any
representation not contained in or not consistent with this Offering Circular or any other document entered into
in relation to the Programme and the sale of Notes and, if given or made, such information or representation
should not be relied upon as having been authorised by the Issuer, the Group, any Arranger or any Dealer.



Neither the delivery of this Offering Circular or any Pricing Supplement nor the offering, sale or delivery
of any Note shall, in any circumstances, create any implication that the information contained in this Offering
Circular is true subsequent to the date hereof or the date upon which this Offering Circular has been most
recently amended or supplemented or that there has been no adverse change, or any event reasonably likely to
involve any adverse change, in the prospects or financial or trading position of the Issuer or the Group since the
date thereof or, if later, the date upon which this Offering Circular has been most recently amended or
supplemented or that any other information supplied in connection with the Programme is correct at any time
subsequent to the date on which it is supplied or, if different, the date indicated in the document containing the
same.

Prohibition of Sales to EEA Retail Investors: The Notes are not intended to be offered, sold or
otherwise made available to and should not be offered, sold or otherwise made available to any retail investor
in the EEA. For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as
defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II”); (ii) a customer within
the meaning of Directive 2002/92/EC (as amended or superseded, the “Insurance Mediation Directive”),
where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID
IT; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as amended or superseded, the
“Prospectus Directive”). Consequently no key information document required by Regulation (EU) No
1286/2014 (the “PRIIPs Regulation™) for offering or selling the Notes or otherwise making them available to
retail investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making
them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

MiFID II product governance / target market: The Pricing Supplement in respect of any Notes will
include a legend entitled “MiFID II product governance” which will outline the target market assessment in
respect of the Notes and which channels for distribution of the Notes are appropriate. Any person subsequently
offering, selling or recommending the Notes (a “distributor”) should take into consideration the target market
assessment; however, a distributor subject to MiFID II is responsible for undertaking its own target market
assessment in respect of the Notes (by either adopting or refining the target market assessment) and determining
appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the Product
Governance rules under EU Delegated Directive 2017/593 (the “MiFID Product Governance Rules”), any
Dealer subscribing for any Notes is a manufacturer in respect of such Notes, but otherwise none of the Arrangers
or the Dealers or any of their respective affiliates will be a manufacturer for the purpose of the MIFID Product
Governance Rules.

Singapore CMP Regulations classification: In connection with Section 309B of the Securities and
Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the “CMP Regulations 2018”), the Issuer has, unless otherwise specified
before an offer of Notes, determined the classification of the Notes to be issued under the Programme as
prescribed capital markets products (as defined in the CMP Regulations 2018) and Excluded Investment
Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice
FAA-N16: Notice on Recommendation on Investment Products).

Neither this Offering Circular nor any Pricing Supplement constitutes an offer or an invitation to
subscribe for or purchase any Notes and should not be considered as a recommendation by the Issuer, the Group,
the Arrangers, the Dealers, or any director, officer, employee, agent or affiliate of any such person or any of
them that any recipient of this Offering Circular or any Pricing Supplement should subscribe for or purchase
any Notes. Each recipient of this Offering Circular or any Pricing Supplement shall be taken to have made its
own investigation and appraisal of the condition (financial or otherwise) of the Issuer and the Group.
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The maximum aggregate nominal amount of Notes outstanding at any one time under the Programme
will not exceed USD10,000,000,000 (and for this purpose, any Notes denominated in another currency shall be
translated into U.S. dollars at the date of the agreement to issue such Notes calculated in accordance with the
provisions of the Dealer Agreement as defined under “Subscription and Sale”). The maximum aggregate
nominal amount of Notes which may be outstanding at any one time under the Programme may be increased
from time to time, subject to compliance with the relevant provisions of the Dealer Agreement.

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the
stabilisation manager(s) (the “Stabilisation Manager”) (or persons acting on behalf of any Stabilisation
Manager(s)) in the applicable Pricing Supplement may, to the extent permitted by applicable laws and
rules, over-allot the Notes or effect transactions with a view to supporting the market price of the Notes
at a level higher than that which might otherwise prevail. However stabilisation may not necessarily
occur. Any stabilisation action may begin on or after the date on which adequate public disclosure of the
terms of the offer of the relevant Tranche of Notes is made and, if begun, may cease at any time, but it
must end no later than the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60
days after the date of the allotment of the relevant Tranche of Notes.

None of the Arrangers, the Dealers or any Agents (as defined under “Terms and Conditions of the Notes”)
has separately verified the information contained in this Offering Circular and can give no assurance that this
information is accurate, truthful or complete. To the fullest extent permitted by law, none of the Arrangers, the
Dealers or any Agent or any director, officer, employee, agent or affiliate of any such person makes any
representation, warranty or undertaking, express or implied, or accepts any responsibility or liability, with
respect to the accuracy, completeness or sufficiency of any of the information contained or incorporated in this
Offering Circular or any other information provided by the Issuer in connection with the Programme and
nothing contained or incorporated in this Offering Circular is, or shall be relied upon as, a promise, warranty or
representation by the Arrangers, the Dealers or any Agents. To the fullest extent permitted by law, none of the
Arrangers, the Dealers or any Agent or any director, officer, employee, agent, affiliate or adviser of any such
person accepts any responsibility for the contents of this Offering Circular or for any other statement made or
purported to be made by an Arranger, a Dealer, any Agent, or any director, officer, employee, agent, affiliate or
adviser of any such person or on its behalf in connection with the Issuer, the Group, the Notes, or the issue and
offering of the Notes. Each Arranger, each Dealer, each Agent and their respective affiliates and advisers
accordingly disclaim all and any liability whether arising in tort or contract or otherwise which it might
otherwise have in respect of this Offering Circular or any such statement. None of the Arrangers, the Dealers,
the Agents or any of their respective directors, officers, employees, agents, affiliates or advisers undertake to
review the financial condition or affairs of the Issuer or the Group for so long as the Notes remain outstanding
nor to advise any investor or potential investor of the Notes of any information coming to the attention of any
of the Arrangers, the Dealers, the Agents or their respective affiliates or advisers.

This Offering Circular does not describe all of the risks and investment considerations (including those
relating to each investor’s particular circumstances) of an investment in Notes of a particular issue. Neither this
Offering Circular nor any other information supplied in connection with the Programme or any Notes (i) is
intended to provide the basis of any credit or other evaluation or (ii) should be considered as a recommendation
by the Issuer, the Group, any of the Arrangers, any of the Dealers or any of the Agents that any recipient of this
Offering Circular should purchase any Notes. Each potential purchaser of Notes should refer to and consider
carefully the relevant Pricing Supplement for each particular issue of Notes, which may describe additional
risks and investment considerations associated with such Notes. The risks and investment considerations
identified in this Offering Circular and the applicable Pricing Supplement are provided as general information
only. Investors should consult their own financial and legal advisers as to the risks and investment
considerations arising from an investment in an issue of Notes and should possess the appropriate resources to
analyse such investment and the suitability of such investment in their particular circumstances. Each potential
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purchase of Notes should determine for itself the relevance of the information contained in this Offering
Circular and its purchase of Notes should be based upon such investigations with its own tax, legal and business
advisers as it deems necessary.

The Notes may not be a suitable investment for all investors. Each potential investor in any Notes
must determine the suitability of that investment in light of its own circumstances. In particular, each
potential investor should:

@) have sufficient knowledge and experience to make a meaningful evaluation of the relevant
Notes, the merits and risks of investing in the relevant Notes and the information contained
in this Offering Circular or any applicable supplement and all information contained in the
applicable Pricing Supplement;

(ii)  have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of
its particular financial situation, an investment in the relevant Notes and the impact such
investment will have on its overall investment portfolio;

(iii)  have sufficient financial resources and liquidity to bear all of the risks of an investment in
the relevant Notes, including where principal or interest is payable in one or more
currencies, or where the currency for principal or interest payments is different from the
potential investor’s currency;

(iv) understand thoroughly the terms of the relevant Notes and be familiar with the behaviour
of any relevant indices and financial markets; and

(v)  be able to evaluate (either alone or with the help of a financial adviser) possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability to
bear the applicable risks.

Some Notes may be complex financial instruments. Sophisticated institutional investors generally
do not purchase complex financial instruments as stand-alone instruments. They purchase complex
financial instruments as a way to reduce risk or enhance yield with an understood, measured and
appropriate addition of risk to their overall portfolios. A potential investor should not invest in Notes
which are complex financial instruments unless it has the expertise (either alone or with the help of a
financial adviser) to evaluate how the Notes will perform under changing conditions, the resulting effects
on the value of such Notes and the impact this investment will have on the potential investor’s overall
investment portfolio.

Each potential investor should consult its own financial and legal advisers about the risks entailed
by an investment in any Notes with returns that are calculated with reference to a variable and the
suitability of such Notes in light of the potential investor’s particular circumstances.

Legal investment considerations may restrict certain investments. The investment activities of
certain investors are subject to legal investment laws and regulations, or review or regulation by certain
authorities. Each potential investor should consult its legal advisers to determine whether and to what
extent (1) the Notes are legal investments for it, (2) the Notes can be used as collateral for various types
of borrowing and (3) other restrictions apply to its purchase of any Notes. Financial institutions should
consult their legal advisers or the appropriate regulators to determine the appropriate treatment of the
Notes under any applicable risk-based capital or similar rules.

Neither this Offering Circular nor any other information provided in connection with the Programme are
intended to provide the basis of any credit or other evaluation and should not be considered as a recommendation
by any of the Issuer, the Group, the Arrangers or the Dealers, or any director, officer, employee, agent or affiliate



of any such person that any recipient of this Offering Circular or of any such information should purchase the
Notes. Each potential purchaser of Notes should make its own independent investigation of the financial
condition and affairs, and its own appraisal of the creditworthiness, of the Issuer and the Group. Each potential
purchaser of Notes should determine for itself the relevance of the information contained in this Offering
Circular and its purchase of Notes should be based upon such investigation as it deems necessary. None of the
Arrangers, the Dealers or the Agents or any agent or affiliate of any such person undertakes to review the
financial condition or affairs of the Issuer or the Group during the life of the arrangements contemplated by this
Offering Circular nor to advise any investor or potential investor in the Notes of any information coming to the
attention of any of the Arrangers, the Dealers, the Agents or any of them.

This Offering Circular has been prepared on the basis that any offer of Notes in any Member State of
the EEA which has implemented the Prospectus Directive (each, a “Relevant Member State””) must be made
pursuant to an exemption under the Prospectus Directive, as implemented in that Relevant Member State, from
the requirement to publish a prospectus for offers of Notes. Accordingly any person making or intending to
make an offer in that Relevant Member State of Notes which are the subject of an offering contemplated in this
Offering Circular as completed by the Pricing Supplement in relation to the offer of those Notes may only do
so in circumstances in which no obligation arises for the Issuer or any Dealer to publish a prospectus pursuant
to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus
Directive, in each case, in relation to such offer. Neither the Issuer nor any Dealer have authorised, nor do they
authorise, the making of any offer of Notes in circumstances in which an obligation arises for the Issuer or any
Dealer to publish or supplement a prospectus for such offer. References in this paragraph to the Prospectus
Directive mean Directive 2003/71/EC (as amended or superseded, including by Directive 2010/73/EU), and
includes any relevant implementing measure in the Relevant Member State.



PRESENTATION OF INFORMATION

Certain monetary amounts set out in this Offering Circular have been subject to rounding adjustments.
Accordingly, figures shown as totals in tables may not be the arithmetic sums of the figures that precede them.
In this Offering Circular, references to “U.S. dollars”, “U.S.$” or “USD” are to United States dollars, the lawful
currency of the United States, references to “Sterling” and “£” are to the lawful currency of the United Kingdom,
references to “Euro”, “EUR” or “€” are to the lawful currency of the Eurozone, references to “RMB” or
“Renminbi” are to the lawful currency of the PRC, references to “Hong Kong dollars” or “HKS$” are to the
lawful currency of Hong Kong, references to “MOP” are to Macau pataca, the lawful currency of Macau,
references to “MXN” are to Mexican Pesos, the lawful currency of Mexico, references to “MYR” are to
Malaysian ringgit, the lawful currency of Malaysia, references to “IDR” are to Indonesian rupiah, the lawful
currency of Indonesia, references to “THB” are to Thai baht, the lawful currency of Thailand, references to
“KZT” are to Kazakhstani tenge, the lawful currency of Kazakhstan, references to “NZD” are to New Zealand
dollars, the lawful currency of New Zealand, references to “RUB” are to Russian rubles, the lawful currency of
Russia, references to “CAD” are to Canadian dollars, the lawful currency of Canada, references to “ARS” are
to Argentine pesos, the lawful currency of Argentina, references to “BRL” are to Brazilian real, the lawful
currency of Brazil, references to “ZAR” are to South African rand, the lawful currency of South Africa and
references to “Japanese Yen” are to Japanese yen, the lawful currency of Japan.

The audited consolidated financial statements of the Group as at and for the years ended 31 December
2016 and 2017 incorporated by reference in this Offering Circular have been prepared and presented in
accordance with the International Financial Reporting Standards (“IFRSs”) and the unaudited but reviewed
interim condensed consolidated financial statements of the Group as at and for the six months ended 30 June
2018 incorporated by reference in this Offering Circular have been prepared and presented in accordance with
International Accounting Standard (“IAS”) 34 under IFRS. Significant differences exist between IFRSs and
generally accepted accounting principles in the United States (“U.S. GAAP”) that might be material to the
financial information herein. The Bank has made no attempt to quantify the impact of those differences. In
making an investment decision, prospective investors must rely upon their own examination of the Bank, the
terms of the offering and the financial information. Prospective investors should consult their own professional
advisers for an understanding of the differences between IFRSs and U.S. GAAP and how those differences
might affect the financial information herein.

The Bank adopted IFRS 9 — Financial Instruments and IFRS 15 — Revenue from Contracts with
Customers on 1 January 2018. For the impact of IFRS 9 and IFRS 15 on the Bank, please refer to “Note 5
Impact of Issued But Not Yet Effective International Financial Reporting Standards” of the audited consolidated
financial statements of the Group as at and for the year ended 31 December 2017 and “Note 2 Basis of
Preparation and Accounting Policies” of the unaudited but reviewed interim condensed consolidated financial
statements of the Group as at and for the six months ended 30 June 2018 incorporated by reference herein. IFRS
9 includes an exception from the requirement to restate comparative information. The Bank used the exemption
from restating comparative information and recognised any transition adjustments against the opening balance
of equity as at 1 January 2018. As a result of the Bank’s adoption of IFRS 9, in the unaudited but reviewed
interim condensed consolidated financial statements of the Group as at and for the six months ended 30 June
2018, certain financial information as at 31 December 2017 and for the six months ended 30 June 2017 has
been reclassified. All references to the financial information as at 31 December 2017 and for the six months
ended 30 June 2017 in this Offering Circular are to such reclassified numbers. However, the corresponding
financial information as at and for the year ended 31 December 2016 included in this Offering Circular has not
been reclassified for the adoption of IFRS 9, and therefore may not be directly comparable with the financial
information as at 31 December 2017 and 30 June 2018 and for the year ended 31 December 2017. The adoption
of IFRS 15 has no material impact on the financial position and the financial result of the Bank.
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In this Offering Circular, references to “China”, “Mainland China” and the “PRC” mean the People’s
Republic of China and for geographical reference only (unless otherwise stated) exclude Taiwan, Macau and
Hong Kong; references to “PRC Government” mean the government of the PRC; references to “Hong Kong”
are to the Hong Kong Special Administrative Region of the People’s Republic of China; references to “Macau”
are to the Macau Special Administrative Region of the People’s Republic of China; references to “U.S.” are to
the United States; and references to “UK” or “United Kingdom” are to the United Kingdom of Great Britain
and Northern Ireland.

FORWARD LOOKING STATEMENTS

Certain statements under “Risk Factors”, “Description of the Issuer”, “Description of the Bank”, and
elsewhere in this Offering Circular constitute “forward looking statements”. The words including “believe”,
“intend”, “expect’, “plan”, “anticipate”, “schedule”, “estimate” and similar words or expressions identify
forward looking statements. In addition, all statements other than statements of historical facts included in this
Offering Circular, including, but without limitation, those regarding the financial position, business strategy,
prospects, capital expenditure and investment plans of the Group and the plans and objectives of the
management of the Group for its future operations (including development plans and objectives relating to the
Group’s operations), are forward looking statements. Such forward looking statements involve known and
unknown risks, uncertainties and other factors which may cause actual results or performance of the Group to
differ materially from those expressed or implied by such forward looking statements. Such forward looking
statements are based on numerous assumptions regarding the Group’s present and future business strategies
and the environment in which the Group will operate in the future. The Issuer expressly disclaims any obligation
or undertaking to release any updates or revisions to any forward looking statements contained herein to reflect
any change in the Issuer’s or the Group’s expectations with regard thereto or any change of events, conditions
or circumstances, on which any such statements were based. This Offering Circular discloses, under “Risk
Factors” and elsewhere, important factors that could cause actual results to differ materially from the Issuer’s
expectations. All subsequent written and forward looking statements attributable to the Issuer or persons acting
on behalf of the Issuer are expressly qualified in their entirety by such cautionary statements.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which previously have been published shall be incorporated in, and form part
of, this Offering Circular:

» the unaudited but reviewed interim condensed consolidated financial statements of the Group as at
and for the six months ended 30 June 2018 together with the Review Report thereon, as set out on
pages 80 to 207 (inclusive) of the interim report (published on 27 September 2018) of the Bank for
the six months ended 30 June 2018 (the “2018 Interim Report™);

» the audited consolidated financial statements of the Group as at and for the year ended 31 December
2017 together with the Independent Auditor’s Report thereon, as set out on pages 120 to 292
(inclusive) of the annual report (published on 23 April 2018) of the Bank for the year ended 31
December 2017 (the “2017 Annual Report”);

» the audited consolidated financial statements of the Group as at and for the year ended 31 December
2016 together with the Independent Auditor’s Report thereon, as set out on pages 122 to 271
(inclusive) of the annual report (published on 21 April 2017) of the Bank for the year ended 31
December 2016 (the “2016 Annual Report”);

* the Terms and Conditions of the Notes on pages 48 to 77 (inclusive) of the Prospectus relating to
the Issuer’s Medium Term Note Programme dated 12 October 2017; and

* the Terms and Conditions of the Notes on pages 49 to 79 (inclusive) of the Prospectus relating to
the Issuer's Medium Term Note Programme dated 4 December 2015,

and the following documents published from time to time after the date hereof shall be deemed to be
incorporated in, and form part of, this Offering Circular:

» cach set of audited consolidated annual financial statements of the Group, together with any audit
reports prepared in connection therewith; and

» cach set of unaudited consolidated interim financial statements of the Group, together with any
review reports prepared in connection therewith,

save that any statement contained herein or in a document which is deemed to be incorporated by
reference herein shall be deemed to be modified or superseded for the purpose of this Offering Circular to the
extent that a statement contained in any such subsequent document which is deemed to be incorporated by
reference herein modifies or supersedes such earlier statement (whether expressly, by implication or otherwise).
Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute
a part of this Offering Circular.

Any documents themselves incorporated by reference in the documents incorporated by reference in this
Offering Circular shall not form a part of this Offering Circular.

Any non-incorporated parts of a document referred to herein are either deemed not relevant for an
investor or are otherwise covered elsewhere in this Offering Circular.

Copies of documents incorporated by reference in this Offering Circular can be obtained from 81 King
William Street, London EC4N 7BG, United Kingdom and will be available for viewing on the website of the
Regulatory News Service operated by the London Stock Exchange at
http://www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.
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This overview must be read as an introduction to this Offering Circular and any decision to invest in the
Notes should be based on a consideration of this Offering Circular as a whole. Words and expressions defined
in “Terms and Conditions of the Notes” below or elsewhere in this Offering Circular have the same meanings

in this overview.

The Issuer may agree with any Dealers that Notes may be issued in a form other than that contemplated
in “Terms and Conditions of the Notes” herein, in which event, in the case of Notes and if appropriate, a
supplementary offering circular or drawdown offering circular will be published which will describe the effect
of the agreement reached in relation to such change, or such additional terms will be set out in the applicable

Pricing Supplement.

Issuer

Issuer Legal Entity
Identifier (LEI)

Description

Programme Size

Risk Factors

Arrangers

Dealers

OVERVIEW OF THE PROGRAMME

Industrial and Commercial Bank of China Limited, London Branch.

5493002ERZU2K9PZD140

Medium Term Note Programme.

Up to USD10,000,000,000 (or the equivalent in other currencies calculated as
described in the Dealer Agreement) aggregate nominal amount of Notes
outstanding at any time. The Issuer may increase the amount of the Programme in

accordance with the terms of the Dealer Agreement.

Investing in Notes issued under the Programme involves certain risks. The
principal risk factors that may affect the abilities of the Issuer in fulfilling its
obligations in respect of the Notes are discussed under the section “Risk Factors”

below.

The Hongkong and Shanghai Banking Corporation Limited
ICBC International Securities Limited

ICBC Standard Bank Plc

J.P. Morgan Securities plc

Standard Chartered Bank

Australia and New Zealand Banking Group Limited

BNP Paribas

Citigroup Global Markets Limited

The Hongkong and Shanghai Banking Corporation Limited
ICBC International Securities Limited

ICBC Standard Bank Plc

ING Bank N.V.

J.P. Morgan Securities plc

Lloyds Bank Corporate Markets plc

Merrill Lynch International

Standard Chartered Bank

Wells Fargo Securities International Limited

and any other Dealer appointed from time to time by the Issuer either generally in
respect of the Programme or in relation to a particular Tranche of Notes (together,

the “Dealers”™).



Fiscal Agent, Transfer
Agent and
Registrar

CMU Lodging and
Paying Agent

Method of Issue

Clearing Systems

Form of Notes

Currencies

BNP Paribas Securities Services, Luxembourg Branch.

The Bank of New York Mellon, acting through its Hong Kong Branch.

The Notes will be issued on a syndicated or non syndicated basis. The Notes will
be issued in series (each a “Series”) having one or more issue dates and on terms
otherwise identical (or identical other than in respect of the first payment of
interest), the Notes of each Series being intended to be interchangeable with all
other Notes of that Series. Each Series may be issued in tranches (each a
“Tranche”) on the same or different issue dates. The specific terms of each
Tranche (which will be completed, where necessary, with the relevant terms and
conditions and, save in respect of the issue date, issue price, first payment date of
interest and nominal amount of the Tranche, will be identical to the terms of other
Tranches of the same Series) will be completed in the Pricing Supplement.

Euroclear, Clearstream, Luxembourg and/or the CMU Service and, in relation to
any Tranche, such other clearing system as may be agreed between the Issuer and
the relevant Dealer.

Notes may be issued in bearer form or in registered form. Registered Notes will
not be exchangeable for Bearer Notes and vice versa.

Each Tranche of Bearer Notes will initially be in the form of either a Temporary
Global Note or a Permanent Global Note, in each case as specified in the relevant
Pricing Supplement.

Each Global Note will be deposited on or around the relevant issue date with a
common depositary or sub custodian for Euroclear, Clearstream, Luxembourg
and/or as the case may be, the CMU Service and/or any other relevant clearing
system. Each Temporary Global Note will be exchangeable for a Permanent
Global Note or, if so specified in the relevant Pricing Supplement, for Definitive
Notes. If the TEFRA D Rules are specified in the relevant Pricing Supplement as
applicable, certification as to non U.S. beneficial ownership will be a condition
precedent to any exchange of an interest in a Temporary Global Note or receipt of
any payment of interest in respect of a Temporary Global Note. Each Permanent
Global Note will be exchangeable for Definitive Notes in accordance with its
terms. Definitive Notes will, if interest bearing, have Coupons attached and, if
appropriate, a Talon for further Coupons.

Registered Notes will initially be represented by Global Note Certificates. Global
Note Certificates representing Registered Notes will be held in Euroclear,
Clearstream, Luxembourg or a common depositary on their behalf, or the CMU
Service operated by the Hong Kong Monetary Authority.

Notes may be denominated in any currency or currencies, subject to compliance
with all applicable legal and/or regulatory and/or central bank requirements.
Payments in respect of Notes may, subject to such compliance, be made in and/or
linked to, any currency or currencies other than the currency in which such Notes
are denominated.



Status of the Notes

Issue Price

Maturities

Redemption

Optional Redemption

Redemption for tax
reasons

Interest

Benchmark
Replacement

Denominations

Events of Default

The Notes constitute senior, direct, general, unsubordinated, unsecured and
unconditional obligations of the Issuer which will at all times rank pari passu
among themselves and at least pari passu with all other present and future
unsubordinated and unsecured obligations of the Issuer, save for such obligations
as may be preferred by provisions of law that are both mandatory and of general
application.

Notes may be issued at their nominal amount or at a discount or premium to their
nominal amount.

Partly Paid Notes may be issued, the issue price of which will be payable in two
or more instalments.

Any maturity, subject, in relation to specific currencies, to compliance with all
applicable legal and/or regulatory and/or central bank requirements.

The relevant Pricing Supplement will specify the redemption amount and whether
the relevant Notes can be redeemed prior to their stated maturity (other than in
specified instalments, if applicable, or for taxation reasons or following an event
of default) at the option of the Issuer and/or the holders of such Notes.

Notes may be redeemed before their stated maturity at the option of the Issuer
(either in whole or in part) and/or the Noteholders to the extent (if at all) and at the
price specified in the Pricing Supplement.

Except as described in “Optional Redemption™ above, early redemption will only
be permitted for tax reasons as described in Condition 9(b) (Redemption for tax

reasons).

The following types of Note may be issued: Notes (i) bearing interest at a fixed
rate or a floating rate or (ii) not bearing interest or (iii) being a combination of any
of the foregoing. All such information will be set out in the relevant Pricing
Supplement.

Notes may be interest bearing or non interest bearing. Interest (if any) on Notes
may accrue at a fixed rate, floating rate, other variable rate or be index linked and
the method of calculating interest may vary between the issue date and the maturity
date of the relevant Series of Notes.

In the event that a Benchmark Event occurs, such that any Rate of Interest (or any
component part thereof) cannot be determined by reference to the relevant
reference rate specified in the applicable Pricing Supplement, then the Issuer may
(subject to certain conditions) be permitted to substitute such reference rate with a
successor, replacement or alternative reference rate (with consequent amendment
to the terms of such Series of Notes and, potentially, the application of an
adjustment spread (which could be positive or negative)). See Condition 6(d) for
further information.

Notes will be issued in such denominations as may be specified in the relevant
Pricing Supplement, subject to compliance with all applicable legal and/or
regulatory and/or central bank requirements, save that the minimum denomination
of each Note will be €100,000 (or, if the Notes are denominated in a currency other
than euro, the equivalent amount in such currency).

The Notes will contain certain events of default provisions, including a cross-
default provision as further described in Condition 13 (Events of Default).
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Withholding Tax

Listing and admission
to trading

Governing Law

Ratings

Selling Restrictions

Initial Delivery of
Notes

All payments of principal and interest in respect of Notes and Coupons will be
made free and clear of withholding taxes of the United Kingdom and the PRC
unless the withholding is required by law. In that event, the Issuer will (subject to
certain customary exceptions as described in Condition 12 (7axation)) pay such
additional amounts as will result in the Noteholders receiving such amounts as
they would have received in respect of such Notes had no such withholding been
required.

Application has been made to admit the Notes to be issued under the Programme
to trading on the ISM.

The applicable Pricing Supplement will state whether or not the relevant Notes
will be listed and/or admitted to trading and, if so, on which stock exchanges
and/or markets.

English law.

The Programme is expected to be assigned a long-term rating of “A1” by Moody’s
and long-term and short-term ratings of “A” and “A-17, respectively, by S&P.
Tranches of Notes will be rated or unrated. Where a Tranche of Notes is to be
rated, such rating will be specified in the relevant Pricing Supplement and will not
necessarily be the same as the ratings assigned to the Programme.

A credit rating is not a recommendation to buy, sell or hold securities and may be
subject to revision, suspension and withdrawal at any time by the relevant rating
organisation.

For a description of certain restrictions on offers, sales and deliveries of Notes and
on the distribution of offering material in the United States of America, the EEA,
the United Kingdom, Italy, the Netherlands, Japan, Hong Kong, the PRC,
Singapore, Thailand, Macau, United Arab Emirates (other than the Dubai
International Financial Centre), the Dubai International Financial Centre and
Qatar, see “Subscription and Sale” below.

On or before the issue date for each Tranche, the Global Note representing Bearer
Notes or the Global Note Certificate representing Registered Notes may be
deposited with a common depositary for Euroclear and Clearstream, Luxembourg
or deposited with a sub-custodian for the CMU Service or any other clearing
system or may be delivered outside any clearing system provided that the method
of such delivery has been agreed in advance by the Issuer, the Fiscal Agent and
the relevant Dealers.

Registered Notes that are to be credited to one or more clearing systems on issue
will be held in Euroclear and Clearstream, Luxembourg or a common depositary
on their behalf, or the CMU Service operated by the Hong Kong Monetary
Authority.



SUMMARY CONSOLIDATED FINANCIAL AND OTHER INFORMATION

The summary consolidated statement of profit or loss data for the years ended 31 December 2016 and
2017 and the six months ended 30 June 2017 and 2018 and the summary consolidated statement of financial
position data as at 31 December 2016 and 2017 and 30 June 2018 set forth below are extracted or derived from
the consolidated financial statements of the Group as at and for the years ended 31 December 2016 and 2017
and the unaudited but reviewed interim condensed consolidated financial statements of the Group as at and for
the six months ended 30 June 2018 incorporated by reference in this Offering Circular. Prospective investors
should read the summary financial information set forth below in conjunction with the financial statements
incorporated herein by reference. Our unaudited but reviewed interim condensed consolidated financial
statements as at and for the six months ended 30 June 2018 have been reviewed by KPMG but have not been
audited.

The Bank adopted IFRS 9 — Financial instruments and IFRS 15 — Revenue from Contracts with
Customers on 1 January 2018. See “Presentation of Information” elsewhere in this Offering Circular for
further details regarding the presentation of the Bank’s financial information in this Offering Circular as a
result thereof.

SUMMARY CONSOLIDATED STATEMENT OF PROFIT OR LOSS DATA

The following table sets forth, for the periods indicated, selected items from our consolidated statement
of profit or loss.

For the year ended For the six months ended
31 December 30 June
2016 2017 2017 2018
(in RMB millions)

Net interest iNCOME.........cocvvvevevveeiieeeeeieeeennen. 471,846 522,078 250,922 277,616
Net fee and commission income......................... 144,973 139,625 76,670 79,260
Net trading inCOME ........cevveverireenieieereereeeeenen 6,457 5,753 2,912 3,044
Net gain on financial investments............c......... 4,441 2,165 631 1,929
Other operating income, Net...........cccceeeeruerueneenns 13,964 6,033 5,604 (547)
Operating income ................cooceeveneninienenenns 641,681 675,654 336,739 361,302
Operating eXpenses..........cocovvueerirueirinieenienienas (193,112) (186,194) (80,270) (81,958)
Impairment losses on:

Loans and advances to customers.................... (86,138) (124,096) (61,001) (77,552)

OLRETS .o (1,756) (3,673) (342) (5,906)
Operating profit.............cccooooooiiininininn. 360,675 361,691 195,126 195,886
Share of profits of associates and joint ventures . 2,604 2,950 1,372 1,330
Profit before taxation ..............c..cccccevenenninnn. 363,279 364,641 196,498 197,216
Income tax eXpense .........ceveeiiieiiiniiiiiiiee, (84,173) (77,190) (42,811) (36,559)
Profit for the year/period ..................cccoceee. 279,106 287,451 153,687 160,657
Attributable to equity holders of the parent company
............................................................................ 278,249 286,049 152,995 160,442



SUMMARY CONSOLIDATED STATEMENT OF FINANCIAL POSITION DATA

The following table sets forth, as at the dates indicated, selected items from our consolidated statement
of financial position.

As at
As at 31 December 30 June
2016 2017 2018
(in RMB millions)
Assets
Cash and balances with central banks................... 3,350,788 3,613,872 3,818,453
Due from banks and other financial institutions ... 797,473 847,611 906,466
Derivative financial assets ...........cccceveeeveevieenenn. 94,452 89,013 87,287
Reverse repurchase agreements............cccceceeueneee. 755,627 986,631 687,913
Loans and advances to customers......................... 12,767,334 13,892,966 14,536,141
Financial investments ..............cccceeeevveeeniveeeennnennn. 5,481,174 5,756,704 6,257,681
Investments in associates and joint ventures......... 30,077 32,441 31,719
Property and equipment.............cocooererieecnennne 246,209 247,744 258,824
Deferred income tax assets ..........ccooeveveveevreeenenn. 28,398 48,392 57,627
Other aSSets.......cevervirierieieinineneneeeeeeese e 585,733 571,669 660,969
TOtAl ASSELS .......cooeeeeereereeeeeaeeeeseeeeiseneeeeeseae 24,137,265 26,087,043 27,303,080
Liabilities
Due to central banks ............cccoceoiiiiiiiniinnnnn 545 456 428
Financial liabilities designated at fair value through profit or
LOSS . vttt ettt 366,752 89,361 86,667
Derivative financial liabilities...............cccceeeennee.. 89,960 78,556 80,580
Due to banks and other financial institutions........ 2,016,799 1,706,549 1,924,082
Repurchase agreements ...........ccceeeeerueevereeeeenenne. 589,306 1,046,338 556,277
Certificates of deposit........ccceoevirerereiieieincne 218,427 260,274 276,060
Due tO CUSTOMETS .....vvvvvvieeeeeiireieeeeeeeeiieee e eeenanes 17,825,302 19,562,936 20,818,042
Income tax payable.........ccooceeeeverienieienieeieee, 52,640 70,644 44,691
Deferred income tax liabilities.........c.ccceceeerenenn 604 433 634
Debt securities iSSUed ........cocevevvveeiviieiiiiieeiieenne 357,937 526,940 579,235
Other liabilities ........ccoevuerierieiiiiereeeece 637,830 603,500 744,183
Total liabilities...........c..ccoevevnenniineineicns 22,156,102 23,945,987 25,110,879
Total equity ...........ccoooveiiiiiiiiiiis 1,981,163 2,141,056 2,192,201
Total equity and liabilities................................. 24,137,265 26,087,043 27,303,080




SUMMARY OF KEY FINANCIAL AND OPERATING INDICATORS

The following tables set forth a summary of our key financial and operating indicators for the periods or

as at the dates indicated.

Profitability indicators (%)

Return on average total assets()(!D

Ratio of net fee and commission income to
operating income

Asset quality indicators (%)
NPL ratio®

Capital adequacy indicators (%)
Core Tier 1 Capital Adequacy Ratio®

As at 31 December

For the year ended For the six months ended
31 December 30 June
2016 2017 2017 2018

1.20 1.14 1.24 1.20
2.02 2.10 2.03 2.16
2.16 222 2.16 2.30
2.01 1.89 2.07 1.96

22.59 20.67 22.77 21.94

27.40 26.45 22.68 21.51

As at 30 June

2016 2017 2018

1.62 1.55 1.54
136.69 154.07 173.21
222 2.39 2.67
12.87 12.77 12.33
13.42 13.27 12.81
14.61 15.14 14.73
8.21 8.21 8.03
60.34 60.96 61.82



As at 31 As at 31 As at 30 June As at 30 June

December 2016 December 2017 2017 2018
Liquidity ratios (%)
RMB current assets to RMB current
liabilities" .................. 35.72 41.74 40.48 439
Foreign currency current assets to
foreign currency current
liabilities? .................. 82.28 86.18 87.97 75.5

Notes:

M

@

3)
“)

)
(6)
(M
®)
©

(10)

an

Calculated by dividing net profit by the average balance of total assets at the beginning and at the end of the reporting
period.

Calculated by the spread between yield on average balance of interest-generating assets and cost on the average
balance of interest-bearing liabilities.

Calculated by dividing net interest income by the average balance of interest-generating assets.

Calculated by dividing net profit by the average balance of risk-weighted assets at the beginning and at the end of the
reporting period.

Calculated by dividing operating expenses (less taxes and surcharges) by operating income.

Calculated by dividing the balance of NPLs by total balance of loans and advances to customers.

Calculated by dividing allowance for impairment losses on loans by total balance of NPLs.

Calculated by dividing allowance for impairment losses on loans by total balance of loans and advances to customers.

Data as at 31 December 2016 and 2017 and as at 30 June 2018 were calculated in accordance with the Regulation
Governing Capital of Commercial Banks (Provisional) promulgated by the former CBRC in June 2012 (the “Capital
Regulation™).

Calculated in accordance with the formula promulgated by the former CBRC and based on the financial information
prepared in accordance with PRC GAAP. The liquidity ratios are prepared on a semi-annual basis and the disclosed
average liquidity ratio is the arithmetic mean of two consecutive liquidity ratios as at 30 June and 31 December.

On an annualised basis.



EXCHANGE RATE INFORMATION

The People’s Bank of China (the “PBOC”) sets and publishes a base exchange rate on a daily basis with
reference primarily to the supply and demand of Renminbi against a basket of U.S. dollar currencies in the
market during the prior day. The PBOC also takes into account other factors, such as the general conditions
existing in the international foreign exchange markets. From 1994 to 20 July 2005, the conversion of Renminbi
into foreign currencies, including Hong Kong dollars and U.S. dollars, was based on rates set by the PBOC,
which are set daily based on the previous business day’s interbank foreign exchange market rates and current
exchange rates on the international financial markets. Although PRC governmental policies were introduced in
1996 to reduce restrictions on the convertibility of Renminbi into foreign currency for current account items,
conversion of Renminbi into foreign exchange for capital items, such as foreign direct investment, loans or
securities investment, requires the approval of the State Administration of Foreign Exchange (“SAFE”) and
other relevant authorities.

On 21 July 2005, the PRC Government introduced a managed floating exchange rate system to allow
the value of the Renminbi to fluctuate within a regulated band based on market supply and demand and by
reference to a basket of currencies. On the same day, the value of the Renminbi appreciated by approximately
2 per cent. against the U.S. dollar. The PRC Government has since made and in the future may make further
adjustments to the exchange rate system. The PBOC authorised the China Foreign Exchange Trading Center,
effective since 4 January 2006, to announce the central parity exchange rate of Renminbi against certain foreign
currencies at 9:15 a.m. each business day. This rate is set as the central parity exchange rate for the trading in
the inter-bank foreign exchange spot market and the trading over the counter for the business day. On 19 June
2010, the PBOC announced that the PRC Government would further reform the Renminbi exchange rate regime
to increase the flexibility of the exchange rate. On 16 April 2012, the PBOC further enlarged the floating band
for the trading prices in the inter-bank spot exchange market of Renminbi against the U.S. dollar to 1 per cent.
around the central parity rate. Effective from 17 March 2014, such floating band was further enlarged to 2 per
cent. The PRC Government may make further adjustments to the exchange rate system in the future.

The following table sets forth information concerning exchange rates between the Renminbi and U.S.
dollar for the periods indicated. These rates are provided solely for your convenience and are not necessarily
the exchange rates that we used in this Offering Circular or will use in the preparation of our periodic reports
or any other information to be provided to you. Exchange rates of Renminbi into U.S. dollars are based on the
noon buying rate in The City of New York for cable transfers of Renminbi as certified for customs purposes by
the Federal Reserve Bank of New York.

Noon Buying Rate
Period end Average High Low

(RMB per U.S.$1.00)

2014 i 6.2046 6.1704 6.2591 6.0402
2015 6.4778 6.2869 6.4896 6.1870
2016 e 6.9430 6.6549 6.9580 6.4480
2017 6.5063 6.7350 6.8900 6.5063
2018 .
January ... 6.2841 6.4233 6.5263 6.2841
February .......coccveveneevncrneeneinencnene 6.3280 6.3183 6.3471 6.2649
March....ccooeoineencineccceeeeee 6.2726 6.3174 6.3565 6.2685



Noon Buying Rate
Period end Average High Low

(RMB per U.S.$1.00)

ATl 6.3325 6.2967 6.3340 6.2655
May ..o 6.4096 6.3701 6.4175 6.3325
JUNC .ot 6.6171 6.4651 6.6235 6.3850
JULY e 6.8038 6.7164 6.8102 6.6123
AUGUSE ..o 6.8300 6.8453 6.9330 6.8018
September ......coeevverieiiiiieieee e 6.8680 6.8551 6.8880 6.8270
Note:

(1)  Annual averages are calculated by using the average of the exchange rates on the last business day of each month during the relevant
year. Monthly averages or the average for a period are calculated by using the average of the daily rates during the relevant month
or period.
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RISK FACTORS

Prior to making any investment decision, prospective investors should consider carefully all of the
information in this Offering Circular, including but not limited to the risks and uncertainties described below.
The Issuer believes that the factors described below represent the principal risks inherent in investing in the
Notes, but the inability of the Issuer to repay principal, pay interest or other amounts or fulfil other obligations
on or in connection with the Notes may occur for other reasons and the Issuer does not represent that the
statements below regarding the risks of holding the Notes are exhaustive. The following factors are
contingencies which may or may not occur and the Issuer is not in a position to express a view on the likelihood
of any such contingency occurring. Any of the risks or uncertainties described below, as well as additional risks
or uncertainties, including those which are not currently known to the Issuer or which the Issuer currently
deems to be immaterial, may affect the Group’s business, financial condition or results of operations or the
Issuer’s ability to fulfil its obligations under the Notes.

RISKS RELATING TO OUR BUSINESS
Risks Relating to Our Loan Portfolio

We may not be able to maintain effectively the quality of our loan portfolio.

During the two years ended 31 December 2016 and 2017 and the six months ended 30 June 2018, we
experienced continued growth in our loan balances. Our gross loans to customers increased from RMB13,056.8
billion as at 31 December 2016 to RMB14,233.4 billion as at 31 December 2017 and RMB14,934.1 billion as
at 30 June 2018. As at 31 December 2016 and 2017 and 30 June 2018, our non-performing loans (“NPLs”)
amounted to RMB211.8 billion, RMB221.0 billion and RMB230.0 billion, respectively, representing NPL ratios
of 1.62 per cent., 1.55 per cent. and 1.54 per cent., respectively.

We cannot assure you that the quality of our existing or future loans to customers will not deteriorate.
Deterioration in the overall quality of our loan portfolio or other assets may occur due to a variety of reasons,
including factors beyond our control such as a slowdown in the growth of the PRC or global economies, a
relapse of the global credit crisis, other adverse macroeconomic trends in the PRC and other parts of the world
and the occurrence of natural disasters, which may adversely affect the businesses, operations or liquidity of
our borrowers or their ability to repay their debt. Any significant deterioration in our asset quality may lead to
increases in our NPLs and allowances made for NPLs, which may have a material adverse effect on our
business, financial condition and results of operations.

We may suffer actual losses on our loan portfolio that exceed our allowances for impairment losses.
As at 31 December 2016 and 2017 and 30 June 2018, the coverage ratio of our provisions for NPLs to
total NPLs was 136.69 per cent., 154.07 per cent. and 173.21 per cent., respectively. The Administrative
Measures for the Loan Loss Reserves of Commercial Banks issued by the China Banking Regulatory
Commission (the “former CBRC”) (the “Administrative Measures™) set forth a standard basic bad loans
coverage ratio of 150 per cent. and provide that such ratio may be adjusted by the China Banking and Insurance
Regulatory Commission (the “CBIRC”) (which was formed when the former CBRC and the former China
Insurance Regulatory Commission merged on 8 April 2018) in response to the prevailing macroeconomic
environment or individually adjusted and applied to a relevant bank depending on such bank’s operating
conditions. In accordance with the Administrative Measures, a warning can be issued by the CBIRC to a
relevant bank if such bad loans coverage ratio is below the applicable level for three consecutive months,
requesting for such bank’s rectification; if such event subsists for at least six consecutive months, the CBIRC
may impose on the relevant bank administrative and regulatory measures as provided under the Banking
Industry Supervision and Administration Law of the PRC, including measures to increase such bank’s bad loans
coverage ratio to at least the prevailing standard basic bad loans coverage ratio. There were instances in the past
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where our bad loans coverage ratio fell below the standard basic bad loans coverage ratio of 150 per cent., as
prescribed under the Administrative Measures. Although as at the date of this Offering Circular, we have not
received any notification or official warning from the CBIRC or any other relevant authority in the PRC in
relation to the current or historical level of our bad loans coverage ratio, there is no assurance that our bad loans
coverage ratio will not fall below the prevailing standard basic bad loans coverage ratio or that we will not
receive any notification or warning from the CBIRC in the future.

The amount of our allowances for impairment losses on loans is determined based on our assessment of
factors that may affect the quality of our loans. These factors include, among others, our borrowers’ financial
conditions, their repayment ability and repayment intention, the current realisable value of any collateral, the
ability of the guarantors of our borrowers to fulfil their obligations, the performance of the PRC’s economy, the
PRC Government’s macroeconomic policies, interest rates, exchange rates and the legal and regulatory
environment. Most of these factors are beyond our control. The adequacy of our allowances for impairment
losses depends on the reliability of, and our skills in applying, our assessment system to estimate these losses,
as well as our ability to accurately collect, process and analyse relevant statistical data.

If our assessment of or expectations concerning the impact of these factors on the quality of our loans is
different from actual developments or our loan quality deteriorates more than expected, then the allowances for
impairment losses on loans provided by us may not be sufficient to cover actual losses. Consequently, we may
need to make additional provisions for impairment losses in the future, which could lead to a decrease in our
profit and materially and adversely affect our business, financial condition and results of operations.

We have a concentration of loans to certain industries and customers, including loans to small and
micro enterprises and medium-sized enterprises (together, “SMEs”).

As at 31 December 2016 and 2017 and 30 June 2018, our corporate loans represented 62.4 per cent.,
62.8 per cent. and 62.5 per cent. of our total loans, respectively. As at 30 June 2018, our domestic branches’
corporate loans to the (i) transportation, storage and postal services, (ii) manufacturing, (iii) leasing and
commercial service, (iv) production and supply of electricity, heat, gas and water, (v) water, environment and
public utility management, (vi) wholesale and retail and (vii) real estate industries represented approximately
22.8 per cent., 18.4 per cent., 12.6 per cent., 11.6 per cent., 9.1 per cent., 7.2 per cent. and 6.9 per cent.,
respectively, of our total domestic branches’ corporate loans. As at 31 December 2017, approximately 22.8 per
cent., 18.6 per cent., 12.1 per cent., 12.0 per cent., 8.7 per cent., 7.6 per cent. and 6.7 per cent., respectively, of
our domestic branches’ corporate loans were concentrated in these sectors.

We are also exposed to the real estate sector through our residential mortgage loans and corporate loans
in the real estate sector. As at 30 June 2018, our residential mortgage loans represented 80.5 per cent. of our
total personal loans, and our domestic branches’ corporate loans in the real estate sector represented 6.9 per
cent. of our total domestic branches’ corporate loans. The PRC Government has in recent years imposed
macroeconomic control measures that are aimed at preventing the real estate market from over-heating, such as
setting minimum down payment requirements and minimum mortgage rates on residential housing purchases,
imposing business taxes on the transfer of certain residential properties and levying mandatory personal income
tax for second home sales. Such measures may adversely affect the growth of our loans related to real estate.
Recently, the PRC Government has loosened lending policies regarding the real estate market, although such
policies are subject to change. In addition, a downturn in the PRC’s real estate market may materially and
adversely affect the quality of our existing loans and our ability to generate new loans, which in turn could have
a material adverse effect on our business, financial condition and results of operations.

Moreover, our loans to small and micro enterprises amounted to RMB2.18 trillion, of which the loans
to small and micro enterprises with the total loans of no more than RMB10 million for each enterprise was
RMB318,333 million as at 30 June 2018, representing an increase of RMB45,851 million or 16.8 per cent.
compared to 31 December 2017. As at 31 December 2017, our loans to SMEs amounted to RMB2.22 trillion
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and RMB2.95 trillion respectively, accounting for 17.4 per cent. and 23.2 per cent., respectively of our domestic
branches’ loans. The business operations of SMEs may be less stable than large enterprises and more vulnerable
to adverse changes in the economic environment. SMEs may also be more likely to suffer from inadequate or
ineffective internal control or risk management systems. These factors may increase the credit risk of loans to
SMEs.

As at 31 December 2016 and 2017 and 30 June 2018, the total amount of loans granted to our single
largest customer accounted for 4.5 per cent., 4.9 per cent. and 3.9 per cent., respectively, of our net capital,
while the total amount of loans granted to our top ten largest customers accounted for 13.3 per cent., 14.2 per
cent. and 13.3 per cent., respectively, of our net capital.

Any deterioration in any of the industries in which our loans are concentrated due to an adverse
macroeconomic environment, government policies, overcapacity of such industries or otherwise, or any
deterioration in the financial condition or results of operations of our major borrowers could materially and
adversely affect the quality of our existing loans and our ability to generate new loans, which in turn could have
a material adverse effect on our business, financial condition and results of operations.

We are subject to risks caused by any deterioration in the debt repayment abilities of local government
financing vehicles to which we extend loans or any change in national policy relating to local
government financing vehicles.

Loans extended to government financing vehicles in the PRC constitute part of our loan portfolio.
According to the former CBRC, local government financing vehicles (“LGFVs”) consist primarily of entities
funded via government budget or injection of land, capital and other assets by municipal governments or their
departments and institutions. These entities have independent legal person status and primarily engage in
financing or investing activities in connection with public projects. These vehicles primarily engage in financing
activities wholly or partially supported by the direct or indirect repayment commitments or direct or indirect
guarantees of local governments and provide support to various infrastructure development and quasi-public
interest government investment projects.

Our loans to LGFVs are mainly made to the investment and financing vehicles of various development
zones, state-owned asset management companies, land reserve companies and urban construction investment
companies. Most of these loans were made to financing vehicles at a provincial and municipal level. In recent
years, with the aim of reinforcing the risk management of loans to LGFVs, the PRC State Council (the “State
Council”), the former CBRC and the PBOC, along with several other PRC regulatory authorities, have
promulgated a series of notices, guidelines and other regulatory documents to direct PRC banks and other
financial institutions to optimise and strengthen their risk management measures regarding their loans to
LGFVs.

Certain factors, such as unfavourable developments in macroeconomic conditions, changes to state
policies, deterioration of the financial condition of particular local governments or other factors, may adversely
affect the debt repayments of these financing vehicles, which may in turn materially and adversely affect our
asset quality, financial condition and results of operations.

We may not be able to maintain the growth of our loan portfolio.

Our loans and advances to customers before provision have grown significantly in the past few years,
increasing from RMB13,056.8 billion as at 31 December 2016 to RMB14,233.4 billion as at 31 December 2017
and to RMB14,934.1 billion as at 30 June 2018. The growth of our loan portfolio may be affected by various
factors, such as the PRC’s macroeconomic policies and capital constraints. In the future, the growth rate of our
loan portfolio may slow, or the balance of our loan portfolio may even decline. In addition, in response to
constraints on our regulatory capital, we may adopt strategies to reduce our reliance on our loan portfolio and
expand our activities in other businesses that require relatively lower capital. Any of the foregoing factors could
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impact the growth of our loan portfolio and thereby materially and adversely affect our business, financial
condition and results of operations.

We may not be able to maintain the growth rate of our retail banking business.

As a leading commercial bank in the PRC, we may not be able to maintain our competitive position or
sustain our growth rate due to increasing market saturation and competition, changes in government regulations
in the banking industry in the PRC and other factors, any of which may adversely affect our business, financial
condition and results of operations.

For example, on 26 February 2013, the State Council promulgated the Notice of the General Office of
the State Council on Continuing Regulation and Control of Real Estate Market ([5]755 e o/ B g i 46 48 {4
Bt R T 5 ST T/EAY 8 %), which requires banking institutions to implement differentiated housing credit
policies, further implement the policy of down payment ratio and mortgage rate for first-time house buyers and
tighten the credit policies for buyers of second or additional homes, and imposes a personal income tax on the
profit generated from sale of residential property. Such measures may slow down the development of the
residential real estate market in the PRC, hinder an increase in residential mortgages and reduce the average
amount of residential mortgages, and thus have a material adverse impact on our retail banking business. On
29 September 2014, the PBOC and the former CBRC jointly promulgated the Notice on Further Improving
Financial Services for Housing ([ A #E — {4 5 < R AR 75 T {EAY @ &1), which allows households
owning only one residential property and having paid all mortgages on such property to enjoy the benefit of
first time home buyers under certain circumstances. However, such policies are subject to further change and
implementation by banks in the PRC.

The rapid expansion of our retail banking business also increases our exposure to changes in economic
conditions affecting PRC consumers. For example, a slowdown in the PRC’s economic development could
adversely affect the ability of retail borrowers and credit card holders to make payments, thereby increasing the
probability of defaults and reducing the demand for retail loans and credit cards. Such a slowdown may also
reduce the demand for our non-interest-based products and services, which could result in a reduction in, among
others, our credit card transaction volumes and sales of investment products. Accordingly, economic difficulties
in the PRC that have a material adverse effect on PRC consumers could materially and adversely affect our
business, financial condition and results of operations.

Our loan classification and provisioning policies may be different in certain respects from those
applicable to banks in certain other countries or regions.

We classify our loans using a five-tier classification system in accordance with the guidelines set forth
by the PRC regulators. The five tiers are “pass”, “special mention”, “substandard”, “doubtful” and “loss”. Our
loan classification system may be different in certain respects from those of banks incorporated in certain other
countries or regions. As a result, our loan classifications may reflect a different degree of risk from those that
would be reported by banks incorporated in those other countries or regions. Since we adopted IFRS 9 on 1
January 2018, we assess our impairment losses on loans and determine a level of allowances for impairment
losses based on expected credit loss methodology under IFRS 9 for loans measured at amortised cost and at fair
value through other comprehensive income. Our provisioning policies may be different in certain respects from
those of banks incorporated in certain other countries or regions which do not assess loans under IFRS 9. As a
result, our allowance for impairment losses, as determined under the provisioning policies, may differ from
those that would be reported by banks incorporated in those other countries or regions. If our approach to
provisioning policies and/or loan classification proves not to be adequate, our business, financial position and
results of operations may be adversely affected.
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Changes in major accounting policies.

In 2014, the International Accounting Standards Board promulgated the IFRS 9 — Financial Instruments,
the effective date of which was 1 January 2018. In accordance with the implementation requirements of the
International Accounting Standards Board, we adopted the above-mentioned new international financial
reporting standard on 1 January 2018. For the impact of implementing the above-mentioned standard on us,
please refer to “Note 5 Impact of Issued But Not Yet Effective International Financial Reporting Standards” of
our audited consolidated financial statements as at and for the year ended 31 December 2017 and “Note 2 Basis
of Preparation and Accounting Policies” of our unaudited but reviewed interim condensed consolidated
financial statements as at and for the six months ended 30 June 2018 incorporated by reference herein. IFRS 9
includes an exception from the requirement to restate comparative information. The Bank used the exemption
from restating comparative information and recognised any transition adjustments against the opening balance
of equity as at 1 January 2018. As a result of our adoption of IFRS 9, in our unaudited but reviewed interim
condensed consolidated financial statements as at and for the six months ended 30 June 2018, certain financial
information as at 31 December 2017 and for the six months ended 30 June 2017 has been reclassified. All
references to the financial information as at 31 December 2017 and for the six months ended 30 June 2017 in
this Offering Circular are to such reclassified numbers. However, the corresponding financial information as at
and for the year ended 31 December 2016 included in this Offering Circular has not been reclassified for the
adoption of IFRS 9, and therefore may not be directly comparable with the financial information as at 31
December 2017 and 30 June 2018 and for the year ended 31 December 2017. As we only adopted IFRS 9 on 1
January 2018, the impact of such adoption has been reflected in our unaudited but reviewed interim condensed
consolidated financial statements for the six months ended 30 June 2018.

The collateral or guarantees securing our loans may not be sufficient, or we may be unable to realise
the full value of the collateral or guarantees in a timely manner or at all.

A significant portion of our loans is secured by collateral or guarantees. As at 30 June 2018, 45.5 per
cent. and 8.4 per cent. of our total loans were secured by mortgages and pledges, respectively, and 14.3 per
cent. of our total loans were secured by guarantees.

The pledged collateral securing our loans includes, among others, bond and equity securities. The
mortgages securing our loans primarily comprise real properties and other assets. The value of the collateral
securing our loans may significantly fluctuate or decline due to factors beyond our control, including
macroeconomic factors affecting the economy of the PRC. For example, a downturn in the PRC’s real estate
market may result in a decline in the value of the real properties securing our loans to levels significantly below
the outstanding principal and interest balances of such loans. Any decline in the value of such collateral may
reduce the amounts we can recover from such collateral and increase our impairment losses. We may not have
updated valuations of such collateral, which may adversely affect the accuracy of our assessment of our loans
secured by such collateral.

Some of the guarantees securing our loans are provided by the borrowers’ affiliates or third parties. Some
of such loans and advances are not backed by collateral other than guarantees. A significant deterioration in the
financial condition of a guarantor could significantly decrease the amounts we may recover under such
guarantees. Moreover, we are subject to the risk that a court or other judicial or government authority may
declare a guarantee to be invalid or otherwise decline or fail to enforce such guarantees. We are therefore
exposed to the risk that we may not be able to recover all or any part of the amounts guaranteed in respect of
our loans.

In the PRC, the procedures for liquidating or otherwise realising the value of non-cash collateral may be
protracted, and it may be difficult to enforce claims in respect of such collateral. As a result, it may be difficult
and time-consuming for us to take control of or liquidate the collateral securing NPLs. If the value of our

collateral decreases to a level that is insufficient to cover the outstanding amounts of loans, or if we are unable
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to realise the full value of the collateral and guarantees securing our loans on a timely basis, it may materially
and adversely affect our asset quality, financial condition and results of operations.

Other Risks Relating to Our Business

We are subject to interest rate risk.

Similar to most PRC commercial banks, our results of operation depend to a large extent on our net
interest income, which represented 73.5 per cent., 77.3 per cent. and 76.8 per cent. of our operating income for
the years ended 31 December 2016 and 2017 and the six months ended 30 June 2018, respectively.

Our net interest income is sensitive to adjustments in the benchmark interest rates set by the PBOC. The
PBOC publishes and adjusts benchmark interest rates on loans and deposits from time to time. Moreover, the
upper limit of the interest rate floating range was removed by the PBOC on 24 October 2015. On the other hand,
the PBOC continues to liberalise the restrictions on interest rates for loans. For example, on 20 July 2013, the
PBOC eliminated the minimum interest rate requirements for RMB-denominated loans.

The PBOC may further liberalise the existing interest rate restrictions in the future. If the existing
regulations were substantially liberalised or eliminated, loan-deposit spreads in the PRC banking industry may
further narrow due to market competition, which may materially reduce our net interest income. Furthermore,
we cannot assure you that we will be able to diversify our businesses and adjust the composition of our asset
and liability portfolios and our pricing mechanism to enable us to effectively respond to the further liberalisation
of interest rates.

In addition, adjustments made by the PBOC to the benchmark interest rates on loans or deposits, or any
changes in market interest rates, may negatively impact our financial condition and results of operations. For
example, changes in the PBOC benchmark interest rates could affect the average yield on our interest-earning
assets and the average cost on our interest-bearing liabilities to different extents and may narrow our net interest
margin, leading to a reduction in our net interest income. In addition, an increase in interest rates for loans could
result in increases in the financing costs of our customers, reduce overall demand for loans and increase the risk
of customer default, while a reduction in interest rates for deposits could cause our depositors to withdraw their
funds from us.

We are also engaged in trading and investment activities involving some financial instruments in the
domestic market. As the derivatives market has yet to develop in the PRC, risk management tools available to
us for hedging market risks are limited. Income from these activities may fluctuate due to, among other things,
changes in interest rates and foreign currency exchange rates. For example, increases in interest rates will cause
the value of our fixed-rate securities to decrease, which may materially and adversely affect our results of
operations and financial condition.

We are subject to currency risk.

We are subject to currency risk arising from losses incurred due to unfavourable exchange rate
fluctuations on our foreign exchange exposures resulting from the unmatched currency structure between
foreign currency-denominated assets and foreign currency-denominated liabilities. The value of the Renminbi
against the U.S. dollar and other currencies fluctuates and is affected by, among other factors, changes in the
PRC’s and international political and economic conditions.

Since 1994, the conversion of Renminbi into foreign currencies, including Hong Kong and U.S. dollars,
has been based on rates set by the PBOC. On 21 July 2005, the PRC Government adopted a more flexible
managed floating exchange rate system to allow the value of the Renminbi to fluctuate within a regulated band
that is based on market supply and demand and reference to a basket of currencies. On the same day, the value
of the Renminbi appreciated by approximately 2 per cent. against the U.S. dollar. In August 2008, the PRC
announced a further change in its exchange regime to a managed floating exchange rate regime based on market
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supply and demand. Since the Renminbi foreign exchange rate reform beginning on 21 July 2005, the PBOC
has adjusted the daily floating band of the Renminbi trading prices against the U.S. dollar in the inter-bank spot
foreign exchange market three times: effective from 21 July 2007, the daily floating band of the Renminbi
trading prices against the U.S. dollar was expanded from 0.3 per cent. to 0.5 per cent.; effective from 16 April
2012, such floating band was further expanded to 1 per cent.; and effective from 17 March 2014, such floating
band was further expanded to 2 per cent. In August 2015, the PRC Government thrice lowered the daily mid-
point trading price of the Renminbi against the U.S. dollar, which was the most significant downward
adjustment of the Renminbi in more than a decade. In January and February 2016, Renminbi experienced further
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fluctuation in value against the U.S. dollar (see “— Risks Relating to Renminbi Denominated Notes —
Investment in the Renminbi Notes is subject to exchange rate risks”). The PRC Government may make further
adjustments to the exchange rate system in the future. Any appreciation of Renminbi against the U.S. dollar or
any other foreign currency may result in a decrease in the value of our foreign currency-denominated assets.

Conversely, any devaluation of Renminbi may adversely affect the value of our assets in Renminbi terms.

We are subject to liquidity risk.

Customer deposits have historically been our main source of funding. As at 30 June 2018, 49.9 per cent.
of our total customer deposits were demand deposits. If a substantial portion of our depositors withdraw their
demand deposits or do not roll over their time deposits upon maturity, we may need to pay higher costs to obtain
alternative sources of funding to meet our funding requirements. Our ability to obtain additional sources of
funding may be affected by factors such as deterioration of market conditions and disruptions to financial
markets. We may not be able to secure required funding on commercially acceptable terms on a timely basis or
at all, which could result in liquidity risk and materially and adversely affect our business, financial condition
and results of operations.

In addition, we rely on the inter-bank money market to obtain a portion of our funding, including the
portion of funds that are used to manage our liquidity. Any fluctuation in liquidity or funding costs on the inter-
bank money market, including as a result of a financial or other crisis or changes in the PBOC’s policies or
practices affecting the liquidity of other banking institutions, may materially and adversely affect our ability to
fund our business and manage our liquidity through the inter-bank money market.

We are subject to risks related to the expansion of our products, services and business scope.

In recent years, we have actively developed a number of new products and expanded the scope of our
services, including, among others, investment banking, asset management, insurance and financial leasing. We
are exposed to a number of risks in connection with our expansion. For example, we may not be able to develop
successfully our new businesses due to our limited experience in a particular product or service; the anticipated
market demand for our new products or services may not materialise; we may not successfully hire or retain
personnel who have the relevant skills and experience; and regulators may revoke or withhold their approval
for any products and services that we have offered or plan to offer. As a result, the return on our new products,
services or businesses may be less, or realised later, than expected, which may materially and adversely affect
our business, financial condition and results of operations.

We have expanded our business into jurisdictions other than the PRC, which has increased the
complexity of the risks that we face.

In recent years, we have taken actions to expand our international operations. As at 30 June 2018, we
had 420 overseas institutions in 45 countries and regions and indirectly covered 20 African countries as a
shareholder of Standard Bank Group Limited. We had also established correspondent relationships with 1,543
overseas banks in 146 countries and regions, with a service network covering Asia, Africa, Latin America,
Europe, North America and Australia as well as major international financial centres. As at 30 June 2018, we
maintained 129 institutions in 20 countries and regions along the “Belt and Road”. Our expansion into
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jurisdictions outside of the PRC subjects us to new regulatory and operational challenges and risks and has also
increased the complexity of our risks in a number of areas, including currency risk, interest rate risk, regulatory
and compliance risk, reputational risk and operational risk. The loan portfolio of our international branches
includes foreign currency-denominated loans to Chinese companies engaged in international trade. This
exposes us to additional risks including default risk resulting from a failure in the performance of the import or
export agreements by any party, trade protectionist measures or other factors, and our inexperience in various
aspects of the economic and legal framework in overseas markets. Adverse market conditions in these
international jurisdictions may result in mark-to-market and realised losses on the investment assets held by our
overseas branches and increase their cost of funding.

Furthermore, despite our best efforts to comply with all applicable regulations in the jurisdictions in
which we operate, there may be incidences of our failure to comply with the regulations in certain jurisdictions.
Regulators in these jurisdictions may have the power to bring administrative or judicial proceedings against us
or our employees, representatives, agents and third-party service providers, which could result in, among others,
suspension or revocation of one or more of our licences, cease and desist orders, fines, civil penalties, criminal
penalties or other disciplinary actions.

In addition, the volatility in the global economic and financial systems in recent years has led and may
in the future lead to significant regulatory changes in various jurisdictions, including those in which we have
operations. These changes may include those with respect to capital and liquidity ratios, cross-border capital
flows and consumer protection. The extent and impact of such changes is difficult to anticipate and estimate,
and such changes could have an adverse impact on our growth, capital adequacy and profitability. If we are
unable to manage the risks resulting from our international expansion, our business, financial condition and
results of operations may be materially and adversely affected.

We have been increasingly focused on the development of wealth management products in recent years,
and we are subject to risks relating to adverse developments or changes in regulatory policies relating
to these products.

In recent years, growth of deposits in the PRC banking industry has begun to slow as progress has been
made in terms of interest rate liberalisation, financial disintermediation and financing channel expansion. In
response to such developments, PRC commercial banks, including the Group, provide wealth management and
other financial services through their wealth management businesses. As at 30 June 2018, our outstanding
balance of wealth management products was RMB3,370.8 billion.

Our wealth management products primarily represent investments in, among others, bonds, deposits and
highly liquid money market investment instruments, other debt instruments, equity instruments and other types
of assets that are compliant with regulatory requirements. As most of the wealth management products issued
by us are non-principal protected products, we are not liable for any loss suffered by investors in these products.
However, to the extent investors suffer losses on these wealth management products, our reputation may be
severely damaged, and we may also suffer a loss of business, customer deposits and net income. Furthermore,
we may eventually bear losses for non-principal protected products if the investors bring lawsuits against us
and the court decides that we are liable for mis-selling such products or otherwise.

In addition, the tenors of wealth management products issued by us are often shorter than those of the
underlying assets. This mismatch subjects us to liquidity risk and requires us to issue new wealth management
products, sell the underlying assets or otherwise address the funding gap when existing wealth management
products mature. PRC regulatory authorities have introduced regulatory policies to restrict the scale of PRC
commercial banks’ investments in non-standard debt-based assets with funds raised from wealth management
products. If PRC regulatory authorities further restrict the wealth management business of PRC commercial
banks, it could materially and adversely affect our business, financial condition and results of operations.
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We are subject to risks associated with off-balance sheet credit commitments and guarantees.

Our off-balance sheet credit commitments and financial guarantees primarily consist of, inter alia, bank
acceptances, loan commitments, guarantees and letters of credit. As at 30 June 2018, our credit risk-weighted
amount of credit commitments was RMB1,595.6 billion, and our credit commitments amounted to RMB3,585.7
billion. We are exposed to credit risk related to such credit commitments and guarantees. If our customers
cannot perform their obligations, we will need to fulfil the related commitments and guarantees. In addition, if
we cannot obtain compensation from relevant customers, our business, financial condition and results of
operations may be materially and adversely affected.

We are subject to risks associated with our risk management and internal control policies and
procedures.

We have been proactively implementing our risk management system and improving our risk
management and internal control capabilities. Nonetheless, our risk management and internal control
capabilities are limited by the information and risk management tools or technologies available to us. Our ability
to implement and maintain strict internal control may be affected by our expansion in business scale and
business scope. We cannot assure you that all of our employees will always comply with our internal control
policies and procedures. If there are any deficiencies in our risk management and internal control policies and
procedures, we may be subject to credit risk, liquidity risk, market risk, operational risk or reputational risk,
which may materially and adversely affect our business, financial condition and results of operations.

We are subject to operational risks and risks relating to our information technology systems.

We are subject to operational risks such as internal and external fraud, risks related to customers,
products and business activities, execution risks, closing and process management risks, employment system
and workplace safety, damage to physical assets and risks related to information technology systems.

We have established a series of policies and procedures to identify, assess, monitor, manage and report
operational risks according to the “Guidance to the Operational Risk Management of Commercial Banks” (7

SESRATHRME B B 245 51) issued by the former CBRC. Operational failures may cause losses to us if these
measures are not put in place effectively or do not adequately cover all aspects of our operations.

We depend on our information technology systems to process accurately a large number of transactions
on a timely basis and to store and process most of our data regarding our business and operations, which include
our financial control, risk management, accounting, customer service and other data processing systems,
together with the communication networks between our various branch outlets and our main data processing
centre. We have adopted a number of technical measures and management initiatives to ensure the secure and
reliable operation of our information systems. We have also proactively developed information security
protection initiatives. However, if a portion or all of our information technology systems malfunction due to
any defect in software or hardware or any deficiency in our information security protection (including any
security breach caused by unauthorised access to information or systems, or intentional destruction or loss or
corruption of data, software, hardware or other computer equipment), or we fail to effectively improve or
upgrade our information technology systems on a timely basis, our business, financial condition and results of
operations could be materially and adversely affected.

We may not be able to prevent fully or to detect timely any money laundering and other illegal or improper
activities.

We are required to comply with applicable laws and regulations relating to anti-money laundering and
anti-terrorism in the PRC and other jurisdictions where we operate. Save as disclosed below, we are not
currently aware of any money laundering or other major illegal or improper activities engaged in by, or
involving any employee of, our domestic or overseas branches or subsidiaries which may materially and

19



adversely affect our business, financial condition and results of operations. However, we cannot assure you
such activities will not take place in the future or that we can completely eradicate money laundering activities,
activities carried out by terrorists and terrorist-related organisations or other improper activities carried out by
organisations or individuals through the Group and certain entities within the Group have been (and may in the
future be) subject to fines and other sanctions in respect of such activities.

Industrial and Commercial Bank of China (Europe) S.A. (“ICBC Europe”), a wholly-owned subsidiary
of the Bank, together with ICBC Europe’s Spain branch, are currently cooperating with the relevant Spanish
authorities in investigations directed against ICBC Europe (although no formal charges have been brought
against either ICBC Europe or its Spain branch) relating to alleged money laundering activities, and no
assurance can be given regarding the likely outcome of such investigations. In addition, the New York Branch
of the Bank, and the Bank itself, are currently cooperating with the Federal Reserve Bank of New York (the
“Federal Reserve”) following the identification by the Federal Reserve of significant deficiencies in the New
York Branch’s risk-management and money-laundering compliance programmes. We continue to work with all
relevant regulatory agencies to ensure compliance with applicable regimes.

If we fail to timely detect and prevent money laundering activities or other illegal or improper activities,
relevant regulatory agencies may have the power and authority to impose sanctions on us (including but not
limited to fines, revocation of licences and/or other sanctions), which may materially and adversely affect our
business, financial condition and results of operations.

We may not be able to detect and prevent all fraud or other misconduct committed by our employees or
third parties.

We have continued to strengthen the detection and prevention of fraud or other misconduct committed
by our employees or third parties. However, we cannot assure you that our internal control policies and
procedures will completely and effectively prevent all fraud or other misconduct committed by our employees
or third parties. Any fraud or misconduct involving us or our employees may adversely affect our business,
financial condition and results of operations.

We are subject to risks related to property title certificates or other licences and certificates.

We own and lease properties in the PRC. For some of the properties we own, we have not obtained
building ownership certificates, state-owned land use right certificates or both. For some of the properties we
lease, the lessors have not provided us with the relevant title certificates of the property and/or consent letters
from the relevant property owners to sublease. Even though we have been provided with written undertakings
for some leased properties indicating that the lessors will compensate our potential loss due to defects in relevant
property title certificates or the relevant lease agreements contain such undertakings, if we have to relocate our
branches or sub-branches due to title defects with regard to properties owned or leased by us, we will incur
additional costs relating to such relocation.

In addition, a small number of our branches are currently in the process of applying for new financial
licences, business licences and/or other licences due to licence renewal requirements, upgrades of branch
offices, changes of name, relocation or changes of business nature. Any failures to receive such licences or
delays may have an adverse effect on our business and operations.

We or our customers may be subject to OFAC or other penalties if we are determined to have violated
any OFAC regulations or similar sanctions.

The United States imposes a range of economic sanctions against certain foreign countries, terrorists,
international narcotics traffickers and those engaged in activities related to the proliferation of weapons of mass
destruction. The U.S. sanctions are intended to advance certain U.S. foreign policy and national interests, such
as discouraging certain countries from acquiring weapons of mass destruction or engaging in human rights

abuses. The U.S. Department of the Treasury’s Office of Foreign Assets Control (“OFAC”) is the principal
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government agency charged with administering and enforcing U.S. economic sanctions programmes. These
economic sanctions, as administered by OFAC, generally apply to U.S. entities and, in certain cases, to foreign
affiliates of U.S. entities, or to transactions that involve, in some manner, U.S. products or otherwise come
within the jurisdiction of the United States. Other governments and international or regional organisations also
administer similar economic sanctions. If our New York branch or any of our overseas branches engages in any
prohibited transactions by any means, or if it is otherwise determined that any of our transactions violated
OFAC-administered or other sanctions regulations, we could be subject to penalties, and our reputation and
ability to conduct future business in the United States or with U.S. entities, or in other affected jurisdictions,
could be affected, which may materially and adversely affect our business, financial condition and results of
operations.

We are exposed to risks in relation to the bonds issued by Huarong in connection with an extraordinary
disposal of certain NPLs.

During the period from 1999 to 2001, we disposed of non-performing assets with a book value of
RMB407.7 billion to China Huarong Asset Management Corporation (now known as China Huarong Asset
Management Co., Ltd., “Huarong”) and received 10-year non-transferrable bonds issued by Huarong with a
nominal value of RMB313.0 billion (the “Huarong Bonds”) as well as RMB94.7 billion in cash as
consideration. Huarong is a state-owned non-bank financial institution that has been approved by the State
Council and was established in October 1999 primarily to acquire and manage non-performing assets from us.
The Huarong Bonds have a fixed interest rate of 2.25 per cent. per annum. Huarong has paid interest on the
bonds to us in a timely manner in the past pursuant to the terms of the bonds. In addition, the Ministry of Finance
(the “MOF”) issued a notice on 14 June 2005 to the effect that: (1) with effect from 1 July 2005, in the event
of any failure of Huarong to pay for the interest on the bonds in full to us, the MOF will provide financial
support; and (2) if necessary, the MOF will provide support for the payment of the principal of the bonds issued
by Huarong.

During the period from 2010 to 2011, the Huarong Bonds held by us matured. In accordance with the
“Letter from MOF in Respect of the Bonds Issued by Huarong held by Industrial and Commercial Bank of
China” (Cai Jin Han [2010] No. 105), the MOF agreed that the term of the Huarong Bonds held by us would
be extended for 10 years after their expiration, the terms of the bonds such as the interest rate would remain
unchanged and the MOF would continue its support for the principal and interest payments in relation to the
Huarong Bonds held by us. Given the MOF’s sovereign credit rating, we believe the recoverability of the bonds
issued by Huarong can be reasonably guaranteed. As at 30 June 2018, we received accumulated early repayment
of RMB222,687 million under the Huarong Bonds.

In consideration of the various investment channels and market returns currently available in the market,
there is a certain level of opportunity cost borne by our holding the Huarong Bonds. However, given the large
investment size and long investment term of the bonds, if the principal of the Huarong Bonds were to be
reallocated, it would be difficult to allocate all the capital to long-term loans. We would only be able to allocate
to non-credit assets, with the investment returns limited by the size of the Renminbi bond market. Therefore,
we believe the opportunity cost of holding the Huarong Bonds has a relatively small impact on our operations.

The Huarong Bonds are financial bonds placed to us with the approval of the PBOC and were
specifically issued for Huarong’s acquisition of certain of our non-performing assets. There are no similar bonds
in the open bond market, and there is no active market for such bonds. In accordance with the accounting
standards applicable to us, due to the lack of available valuation information and an active market and the fixed
repayment amounts, we classify the Huarong Bonds as receivables relating to bonds investment and measure
them at amortised cost using the effective interest method. Given that the interest on each payment term of the
Huarong Bonds has been paid in full and in a timely manner, and that the MOF has provided its support for the
principal and interest payment in relation to the Huarong Bonds, there is no event of impairment of financial
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assets under the applicable accounting standards. As such, we are of the view that the determination of the fair
value of the renewed Huarong Bonds at initial recognition met the relevant requirements under the applicable
accounting standards. The replacement of the original Huarong Bonds by the renewed Huarong Bonds did not
result in a loss on derecognition or an impairment in our financial statements.

We expect that the MOF will perform its obligations as set out in the notices when necessary. However,
due to the absence of any precedent for requesting the fulfilment of, or otherwise resorting to other legal
procedures to seek the enforcement of, similar undertakings by the MOF or other PRC Government authorities,
we cannot guarantee any enforcement of such notices by operation of law. In the event of any failure of Huarong
to discharge any of its payment obligations relating to such bonds or of the obligations of the MOF in such
notices to be enforced by operation of law, our business, financial condition and results of operations may be
materially and adversely affected.

We are exposed to risks relating to bonds issued by Huijin.

As at 30 June 2018, Central Huijin Investment Ltd (“Huijin”) directly held approximately 34.71 per
cent. of our total combined H Shares and domestic-listed shares (the A Shares, and together with the H Shares,
the “Ordinary Shares”). In August and September 2010, Huijin issued the Central Huijin Investment Ltd.
bonds (the “Huijin Bonds”) in the national inter-bank bond market.

The MOF has issued the “Letter on the Issues of the Issuance of Renminbi Bonds in an Amount of
RMB187.5 billion by Central Huijin Investment Ltd.” (Cai Ban Jin [2010] No. 60) to Huijin, pursuant to which
the MOF confirmed that the issuance of the RMB187.5 billion Renminbi bonds by Huijin was made based on
the decision of the State Council for the purpose of making a capital contribution to The Export-Import Bank
of China and China Export & Credit Insurance Corporation and participating in our fund raising activities, and
the fund raising activities of Bank of China Limited and China Construction Bank Corporation on behalf of the
State.

The former CBRC issued the “Letter of Approval from the CBRC on Matters in respect of the Issuance
of Renminbi Bonds by Central Huijin Investment Ltd.” (Yin Jian Han [2010] No. 285), pursuant to which the
former CBRC confirmed its treatment of the Huijin Bonds as policy financial bonds, and the risk weight
associated with the investment in such bonds by commercial banks is zero. Huijin, on behalf of the State, will
use the proceeds raised from such issuance for the purpose of making capital contributions to The Export-
Import Bank of China and China Export & Credit Insurance Corporation and supplementing our capital and the
capital of Bank of China Limited and China Construction Bank Corporation.

We subscribed for the Huijin Bonds by way of tender in the open market. As at 30 June 2018, we held
an amount of RMB28.02 billion face value of Huijin Bonds, for a term from one year to 30 years with an interest
rate between 3.32 per cent. and 5.15 per cent. per annum. In the event of any failure of Huijin to discharge any
of'its payment obligations relating to such bonds or of the obligations in such notices to be enforced by operation
of law, our business, financial condition and results of operations may be materially and adversely affected.

We are subject to reputational risks related to our business operations.

With the rapid development of the financial industry and changes in media communication, the public
is paying increasing attention to the banking industry, resulting in easier and more frequent access to rumours
related to banks’ services quality, their operations and management and compliance issues. Such coverage may
lead to negative feedback from depositors, investors and other shareholders, which may adversely affect our
normal operations and management, and could adversely affect our liquidity if such negative coverage leads to
depositors and other banks withdrawing their funds or refusing to lend to us. Within the banking industry, the
banks have close interbank relationships with one another, and interbank deposits and lending are relatively
common. If a bank does not operate properly or becomes insolvent, a chain reaction may occur, which may
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trigger a confidence crisis towards the whole banking industry, and materially and adversely affect our financial
condition and results of operations.

We are subject to counterparty risks in our derivative transactions.

We act primarily as an intermediary in domestic and international foreign exchange and derivative
markets, and we currently have exchange rate contracts, interest rate contracts and commodity derivatives
contracts with a number of domestic and international banks, financial institutions and other entities. As a result,
we are subject to credit risk from our various counterparties. As at 30 June 2018, the notional amount of our
outstanding derivative financial instruments amounted to RMB7,854,321 million, derivative assets and
derivative liabilities which meet the criteria for offsetting were RMB56,208 million and RMB57,423 million,
respectively, and the net derivative assets and net derivative liabilities were RMB30,699 million and
RMB31,914 million, respectively. Although we cautiously evaluate the credit risks from our counterparties in
our derivative transactions and believe that the overall credit quality of our counterparties is adequate, there can
be no assurance that parties with significant risk exposure will not have difficulty in fulfilling derivative
contracts that may cause losses for us.

Due to restrictions in certain PRC regulations, our investments are concentrated in certain types of
investment products, we may experience significant decreases in the value of a particular type of
investment.

As a result of current PRC regulatory restrictions, substantially all of our RMB-denominated investment
assets are concentrated in a limited number of investments permitted for PRC commercial banks, such as PRC
government bonds, bills and open market instruments issued by the PBOC, bonds issued by PRC policy banks
and credit products issued by PRC financial and non-financial institutions (including bonds and subordinated
notes issued by PRC commercial banks and insurance companies). These restrictions limit our ability to
diversify our investment portfolio and seek higher returns by making investments comparable with those of
banks in other countries as well as our ability to manage our liquidity in the same manner as banks in other
countries. In addition, we are exposed to a certain level of risk as a result of the concentration of our RMB-
denominated fixed income securities investments. For example, fluctuation in interest rates or deterioration of
the financial condition of the issuers of such fixed income securities may cause their value to decrease. A
decrease in the value of any of these types of investments could have a material adverse effect on our business,
financial condition and results of operations.

The banking industry is subject to extensive regulation, which is undergoing major changes that will
impact our business.

Like other major banks, we are subject to extensive regulation by regulators and exchanges in each of
the major markets where we conduct our business. These laws and regulations significantly affect the way we
do business and can restrict the scope of our existing businesses and limit our ability to expand our product
offerings and pursue certain investments.

In response to the financial crisis, legislators and regulators around the world have adopted, continue to
propose and are in the process of adopting, finalising and implementing a wide range of financial market
reforms that are resulting in major changes to the way our global operations are regulated and conducted. In
particular, as a result of these reforms, we are, or will become, subject to (among other things) significantly
revised and expanded regulation and supervision, more intensive scrutiny of our businesses and any plans for
expansion of those businesses, new activities limitations, a systemic risk regime that imposes heightened capital
and liquidity requirements and other enhanced prudential standards, new resolution regimes and resolution
planning requirements, new restrictions on activities and investments imposed by Section 619 of the Dodd-
Frank Act (such statutory provision together with such implementing regulations, the “Volcker Rule”), and
comprehensive new derivatives regulation. While certain portions of these reforms are effective, others are still
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subject to final rulemaking or transition periods. Many of the changes required by these reforms could
materially impact the profitability of our businesses and the value of assets we hold, expose us to additional
costs, require changes to business practices or force us to discontinue businesses, adversely affect our ability to
pay dividends and repurchase our stock, or require us to raise capital, including in ways that may adversely
impact our shareholders or creditors. In addition, regulatory requirements that are being proposed by foreign
policymakers and regulators may be inconsistent or conflict with regulations that we are subject to in the U.S.
and, if adopted, may adversely affect us. While there continues to be uncertainty about the full impact of these
changes, we are and will continue to be subject to a more complex regulatory framework, and will incur costs
to comply with new requirements as well as to monitor for compliance in the future. For example, the Volcker
Rule provisions of the Dodd-Frank Act will have an impact on us, including potentially limiting various aspects
of our business.

RISKS RELATING TO THE PRC BANKING INDUSTRY

Our business is inherently subject to market fluctuations and general economic conditions, particularly
in the PRC.

Our business is inherently subject to global capital market fluctuations and general economic conditions.
Global market factors, including economic growth rates, inflation, deflation, interest rates, credit spreads, equity
prices, real estate markets, energy prices, foreign currency exchange rates, consumer spending, business
investment, government spending and the volatility and strength of the capital markets all affect the business
and economic environment and, ultimately, the amount and profitability of our business. In particular, uncertain
economic conditions, volatility and disruptions in global capital markets, such as those that occurred in late
2008 and 2009 during the global financial crisis, can have a material adverse effect on the Group.

The economic recovery since the global financial crisis has been slow, with economic growth rates in
major economies such as Europe, the United States, Japan and the PRC generally remaining persistently lower
than pre-crisis levels. Moreover, there are on-going concerns about European sovereign debt levels and the
consequences for economic growth and investor confidence in the Eurozone, the prolonged period of
uncertainty around the exit of the United Kingdom from the European Union, political gridlock in the United
States over government spending and debt levels and the consequences for economic growth and investor
confidence in the United States, and raising of interest rates by the U.S. Federal Reserve. Uncertainties in the
global and the PRC’s economies may adversely affect our business, financial condition and results of operations
in many ways, including, among others:

o during a period of economic slowdown, there is a greater likelihood that more of our customers
or counterparties could become delinquent in respect of their loan repayments or other obligations
to us, which, in turn, could result in a higher level of NPLs, allowances for impairment losses and
write-offs;

° the increased regulation and supervision by the financial services industry in response to the
financial crisis in certain jurisdictions where we operate may restrict our business flexibility and
increase our compliance costs;

° the value of our investments in the equity and debt securities issued by overseas governments and
financial institutions may significantly decline;

° our ability to raise additional capital on favourable terms, or at all, could be adversely affected;
and
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° trade and capital flows may further contract as a result of protectionist measures being introduced
in certain markets, which could cause a further slowdown in economies and adversely affect our
business prospects.

Any potential market and economic downturns, economic slowdown or geopolitical uncertainties in the
PRC, its neighbouring countries or regions or the rest of the world may exacerbate the risks relating to the PRC
capital markets. In addition, global economic uncertainty and the slowdown in PRC economic growth have
precipitated, and may continue to raise the possibility of, fiscal, monetary, regulatory and other governmental
actions. We cannot predict whether or when such actions may occur, nor can we predict what ultimate impact,
if any, such actions or any other governmental actions could have on our business, results of operations and
financial condition. There can be no assurance that the PRC’s economy or the global economy will continue to
improve or maintain sustainable growth. If further economic downturn occurs or continues, our business,
financial condition and results of operations could be materially and adversely affected.

We face increasingly intense competition in the PRC’s banking industry and competition from other
investment and financing channels.

The banking industry in the PRC is becoming increasingly competitive. We face competition from
commercial banks in all of our principal areas of business where we have operations. On 1 July 2013, the
General Office of the State Council of the PRC issued the Guidance Letter regarding Financial Support for
Promoting Economic Restructuring and Transformation ([5875 e/ BE R 12 4 il = 158 88 B 45 1 o B f g Al
TR A5 = R (the “Guidance Letter”). The Guidance Letter, among others, encourages investment by
private-sector capital in financial institutions and the establishment of privately owned banks. The Guidance
Letter provides a policy direction to the increasing involvement of private-sector capital in the financial industry
in the PRC. We may face increasing competition from privately owned banks in the future.

We compete with our competitors for substantially the same loan, deposit and fee and commission-based
products and services customers. Such competition may materially and adversely affect our business and future
prospects by, for example, reducing our market share in our principal products and services, reducing our fee
and commission income, affecting the growth of our loan or deposit portfolios and their related products and
services and increasing competition for soliciting senior management talent and qualified professional
personnel.

In addition, we may face competition from direct corporate financing, such as the issuance of securities
in the domestic and international capital markets. The domestic securities markets have experienced, and are
expected to continue to experience, expansion and growth. If a substantial number of our customers choose
alternative ways of financing to fund their capital needs, this may adversely affect our interest income, which
could in turn materially and adversely affect our business, financial condition and results of operations.

In addition to competition from other banks and financial institutions, we also face competition from
other forms of investment alternatives in the PRC. In recent years, financial disintermediation, which involves
the movement of funds by investors from intermediary financial institutions such as savings and deposit-taking
banks to direct investments, has increased in the PRC. Our deposit customers may elect to convert their funds
into stocks, bonds and wealth management products, which may result in a decrease in our customer deposits,
therefore further affecting the level of funds available to us for our lending business to generate net interest
income. Meanwhile, financial disintermediation may result in a decrease in the enterprise demand for loans,
which could materially and adversely affect our business, financial condition and results of operations.

We are subject to risks related to uncertain changes in the regulatory environment of the PRC’s banking
industry.
Our businesses are directly affected by changes in the PRC’s banking regulatory policies, laws and

regulations. The regulatory system and the laws and regulations governing the banking sector are subject to
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future changes, and we cannot assure you that such changes will not materially and adversely affect our
business, financial condition and results of operations.

In addition, our overseas branches, subsidiaries and representative offices have to comply with the local
laws and regulations of the relevant jurisdiction and are subject to regulation and approval by the local
regulatory authorities in the relevant jurisdiction. We cannot assure you that our overseas branches, subsidiaries
and representative offices can always satisfy applicable laws and regulatory requirements. If we do not meet
such requirements, our business in the relevant jurisdiction may be affected, which may materially and
adversely affect our business, financial condition and results of operations.

We are subject to risks related to changes in monetary policy.

PRC monetary policy is set by the PBOC in accordance with the macroeconomic environment. In
addition, the PBOC controls monetary supply through open market operations and adjustments to the deposit
reserve ratio and rediscount rate in order to achieve targeted control over the economy. As commercial banks
are a major means to implement monetary policy, changes in monetary policy will affect their operations and
profitability. If we cannot timely adjust our operating strategy in response to the changes in monetary policy,
our business, financial condition and results of operations may be materially and adversely affected.

We cannot provide assurance that we will be able to satisfy the capital adequacy requirements of the
former CBRC or the CBIRC or as a G-SIB pursuant to Basel II1, and we are subject to risks related to
potential Capital Adequacy Ratio fluctuations.

On 16 December 2010 and on 13 January 2011, the Basel Committee on Banking Supervision (the
“Basel Committee”) issued the final text and guidance on a number of fundamental reforms to the regulatory
capital framework (such reforms being commonly referred to as “Basel III”’). Following the issuance of Basel
11, on 27 April 2011, the former CBRC issued new guidelines setting more stringent capital adequacy, leverage,
liquidity and loan loss provisioning requirements for PRC banks in accordance with the reform of the PRC’s
banking industry and the related regulatory framework. On 7 June 2012, the former CBRC further issued the
Capital Regulation, which established a unified and comprehensive regulatory system for capital adequacy, re-
defined the term “capital”, expanded the scope of capital risk coverage and set forth different regulatory
requirements for commercial banks with different capital adequacy levels, including the categorisation of
regulatory requirements on capital into four levels. The first level requirements are the lowest, under which the
requirements for Core Tier 1 Capital Adequacy Ratio, Tier 1 Capital Adequacy Ratio and Capital Adequacy
Ratio are set at 5 per cent., 6 per cent. and 8 per cent., respectively; the second level requirements set the
requirements for reserve capital and counter-cyclical capital at 2.5 per cent. and 0 per cent. — 2.5 per cent.,
respectively; the third level sets the requirement for systemically important institutions at 1 per cent.; and the
fourth level requirement is in relation to the criteria for the second pillar capital. In addition, the Capital
Regulation set forth a new method for calculating the Capital Adequacy Ratio and provided a transition period
for PRC commercial banks to meet their capital adequacy requirements. The Capital Regulation became
effective on 1 January 2013. Pursuant to the Notice of Interim Arrangement for Implementation of the
Administrative Measures for the Capital of Commercial Banks of the PRC (Provisional) (4 E#RES &R E

Bt Cps 2 SRAT & AE BIAGUT)) B B2 PEAH B SR IHAY i@ A1), the former CBRC encouraged
commercial banks that had satisfied the capital adequacy requirements in the Capital Regulation before the end
0f 2012 to continue to meet such requirements during the transition period, and the commercial banks that had
failed to meet such requirements by the end of 2012 to improve gradually their capital adequacy during the
transition period by satisfying the year-by-year capital adequacy requirements. Furthermore, the Financial
Stability Board identified us as a globally systemically important bank (“G-SIB”) on 11 November 2013. As a
G-SIB, we are required to satisfy heightened capital adequacy ratios pursuant to Basel I11.
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As at 30 June 2018, our Core Tier 1 Capital Adequacy Ratio, Tier 1 Capital Adequacy Ratio and Capital
Adequacy Ratio, as calculated in accordance with the Capital Regulation, were 12.33 per cent., 12.81 per cent.
and 14.73 per cent., respectively, and satisfied applicable regulatory requirements.

We aim to maintain a stable and reasonable capital adequacy level in order to support the implementation
of our business development and strategic planning. However, certain adverse changes may lead to fluctuations
in our Capital Adequacy Ratio. Such adverse changes include, but are not limited to, an increase of risk weighted
assets due to rapid business expansion, an increase of capital-deducting equity acquisitions and investments,
potential deterioration in our asset quality, a decline in the value of our investments and an increase in the
minimum Capital Adequacy Ratio requirement by the CBIRC, as well as changes in the computational method
for Capital Adequacy Ratio applied by the CBIRC. We may be required to raise additional core or
supplementary capital in the future in order to meet the minimum CBIRC capital adequacy requirements. To
raise additional capital in order to meet the minimum CBIRC capital adequacy requirements, we may need to
issue additional equity securities that qualify as core capital or other qualifying instruments. However, our
ability to obtain additional capital may be restricted by a number of factors, including our future business,
financial condition, results of operations and cash flows; necessary government regulatory approvals; our credit
rating; general market conditions for capital-raising activities by commercial banks and other financial
institutions; and economic, political and other conditions both within and outside the PRC. We cannot assure
you that we will be able to obtain additional capital on commercially acceptable terms in a timely manner or at
all. As such, there can be no assurance that we will continue to be able to comply with our capital adequacy
requirements.

Furthermore, the CBIRC may increase the minimum capital adequacy requirements or change the
methodology for calculating regulatory capital or Capital Adequacy Ratio, or we may otherwise be subject to
new capital adequacy requirements. If our Capital Adequacy Ratio does not meet the regulatory requirements,
the regulatory authorities may adopt certain corrective measures including, but not limited to, restricting the
growth of our risk-bearing assets, suspending all of our operation activities other than low-risk business, as well
as restricting our dividend payment, which may materially and adversely affect our business, financial condition
and results of operations.

The growth rate of the banking industry in the PRC may not be sustainable.

We expect the banking industry in the PRC to expand as a result of anticipated growth in the PRC’s
economy, increases in household income, further social welfare reforms, demographic changes and the opening
of the PRC’s banking industry to foreign participants. However, it is not clear how certain trends and events,
such as the pace of the PRC’s economic growth, the PRC’s implementation of its commitments to World Trade
Organisation accession, the development of the domestic capital and insurance markets and the ongoing reform
of the social welfare system, will affect the PRC’s banking industry. In addition, the banking industry in the
PRC may be affected by systemic risks. Consequently, there can be no assurance that the growth and
development of the PRC’s banking industry will be sustainable.

The effectiveness of our credit risk management is affected by the quality and scope of information
available in the PRC.

National credit information databases developed by the PBOC have been operational only since 2006.
Due to the short operational history, such databases are not able to provide complete credit information on many
of our credit applicants. Therefore, our assessment of the credit risk associated with a particular customer may
not be based on complete, accurate or reliable information. As a result, our ability to manage effectively our
credit risk may be adversely affected, which may materially and adversely affect our business, financial
condition and results of operations.
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Certain facts and statistics and information relating to us are derived from publications not
independently verified by us, the Arrangers or the Dealers or any of their respective directors,
employees, representatives, affiliates or advisers.

Certain facts and statistics in this Offering Circular relating to the PRC, its economy and its banking
industry are derived from various official and publicly available sources generally believed to be reliable. While
reasonable care has been taken to ensure that the facts and statistics or information relating to us presented in
this Offering Circular have been accurately extracted from such sources, such facts, statistics and information
have not been independently verified by us, the Arrangers or the Dealers or any of our or their respective
directors, employees, representatives, affiliates or advisers; therefore, none of them makes any representation
as to the accuracy of such facts and statistics or information, which may not be consistent with other information
compiled within or outside the PRC and may not be complete or up-to-date.

Due to possibly flawed or ineffective collection methods or discrepancies between published information
and market practice or other reasons, the statistics herein may be inaccurate or may not be comparable from
period to period or to statistics produced for other economies and should not be unduly relied upon.

RISKS RELATING TO THE PRC

The slowdown of the PRC’s economy caused in part by the recent challenging global economic
conditions may adversely affect us.

A substantial part of our revenue is derived from the PRC. We rely, to a significant degree, on our
domestic operations to achieve revenue growth. Domestic demand for banking services is materially affected
by growth of private consumption and overall economic growth in the PRC. The global crisis in financial
services and credit markets in 2008 caused a slowdown in the economic growth in many countries, including
the PRC. Although the PRC’s economic growth has increased compared to its level immediately after the global
financial crisis, it has displayed signs of slowdown as evidenced by a decrease in the growth rate of the PRC’s
gross domestic product (“GDP”) in recent years. This was caused by a combination of factors most of which
are beyond our control, such as the global economic conditions, governmental policies and changes in market
dynamics globally and regionally. In 2017, the PRC Government reported a GDP of RMB&2.71 trillion,
representing year-on-year growth of 6.9 per cent. In the first and second quarters of 2018, the PRC Government
reported a GDP of RMB19.88 trillion and RMB22.02 trillion, respectively, representing year-on-year growth
of 6.8 per cent. and 6.7 per cent., respectively according to the statistics released by National Bureau of Statistics
of China. Although the PRC Government has recently taken several measures and actions with an aim to
increase investors’ confidence in the PRC economy, there can be no assurance that those measures will be
effective. There are uncertainties relating to the overall prospects for the global and the PRC economies this
year and beyond, which may have a material adverse impact to our business, prospects, financial conditions
and results of operations.

Turmoil in the financial markets could increase our cost of borrowing and impede access to or increase
the cost of financing our operations and investments

The availability of credit to entities operating within emerging markets, including us, is significantly
influenced by levels of investor confidence in such markets as a whole. Any factors that may affect market
confidence could affect the costs or availability of funding for entities within emerging markets. Historically,
challenging market conditions in emerging markets have resulted in reduced liquidity, widening of credit
spreads, lack of price transparency in credit markets, a reduction in available financing and a tightening of credit
terms. In 2015, the PRC stock markets experienced significant turmoil and disruption. Throughout June and
early July of 2015, the Shanghai Composite Index experienced significant declines and many PRC-listed
companies were subject to trading suspensions on major stock exchanges. The PRC Government responded by
cutting interest rates, suspending initial public offerings and starting investigations into market manipulation in
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an effort to stabilise the market. Due to its increasing financial reliance upon PRC, Hong Kong’s stock markets
experienced a similar fluctuation during the relevant times and the Hang Seng Index had a record-breaking
slump in a single day in the recent decade. As our shares are listed on both the Hong Kong Stock Exchange and
the Shanghai Stock Exchange, significant fluctuations in these financial markets could cause substantial adverse
effects on our business operations and investments as a whole.

The PRC’s economic, political and social conditions, as well as government policies, could affect our
businesses.

A substantial majority of our businesses, assets and operations is located in the PRC. Accordingly, our
business prospects, financial condition and results of operations are, to a significant degree, subject to the
economic, political and legal developments in the PRC. The PRC’s economy differs from the economies of
most developed countries in many respects, including, among others, government involvement, level of
development, growth rate, control of foreign exchange and allocation of resources.

The PRC economy has been undergoing a transition from a planned economy to a market-oriented
economy. A substantial portion of productive assets in the PRC is still owned by the PRC Government. The
PRC Government also exercises significant control over the PRC’s economic growth by allocating resources,
setting monetary policy and providing preferential treatment to particular industries or companies. In recent
years, the PRC Government has pushed forward a large number of economic reform measures to introduce
market forces and promote the establishment of sound corporate governance structures. Such economic reform
measures may be adjusted, modified or applied differently depending on the industries and regions of the
country. As a result, we may not benefit from certain of such measures.

The PRC Government has the power to implement macroeconomic controls affecting the PRC’s
economy. The PRC Government has implemented various measures in an effort to control the growth rate of
certain industries and restrain inflation. As measured by GDP, the PRC has been one of the world’s fastest
growing economies in recent years. The PRC’s real GDP growth was 6.7 per cent. and 6.9 per cent. in 2016 and
2017, respectively. In the first two quarters of 2018, the PRC’s economy expanded at an annual rate of 6.8 per
cent. and 6.7 per cent., respectively. However, the PRC may not be able to sustain such a growth rate. During
the recent global financial crisis and economic slowdown, the growth of the PRC’s GDP slowed down. (See
“— Risks relating to the PRC — The slowdown of the PRC’s economy caused in part by the recent challenging
global economic conditions may adversely affect us” above.) If the PRC’s economy experiences a decrease in
growth rate or a significant downturn, the unfavourable business environment and economic condition for our
customers could negatively impact their ability or willingness to repay our loans and reduce their demand for
our banking services. Our business, financial condition and results of operations may be materially and
adversely affected.

The PRC legal system could limit the legal protections available to you.

We are organised under the laws of the PRC. The PRC legal system is based on written statutes. The
PRC Government has promulgated laws and regulations dealing with such economic matters as the issuance
and trading of securities, shareholder rights, foreign investment, corporate organisation and governance,
commerce, taxation and trade. However, many of these laws and regulations continue to evolve, may be subject
to different interpretations and may be inconsistently enforced. In addition, there is only a limited volume of
published court decisions that may be cited for reference, and such cases have limited precedent value, as they
are not binding on subsequent cases. These uncertainties relating to the interpretation of PRC laws and
regulations can affect the legal remedies and protections that are available to you and can adversely affect the
value of your investment.
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You may experience difficulties in effecting service of legal process and enforcing judgments against
us and our management.

We are organised under the laws of the PRC, and a substantial majority of our businesses, assets and
operations are located in the PRC. In addition, a substantial majority of our directors, supervisors and executive
officers reside in the PRC, and substantially all of their assets are located in the PRC. As a result, it may not be
possible to serve legal written process within the United States or elsewhere outside the PRC upon us or such
directors, supervisors or executive officers, including with respect to matters arising under U.S. federal
securities laws or applicable State securities laws.

Moreover, the PRC does not have treaties providing for the reciprocal recognition and enforcement of
judgements of courts with the United States, the United Kingdom, Japan and many other countries. According
to the Civil Procedure Law of the PRC (as amended in 2017), the PRC courts can recognise and enforce foreign
judgments in accordance with the principal of reciprocity in the absence of international treaties. In addition,
pursuant to the Arrangement of the Supreme People’s Court between the Mainland and the HKSAR on
Reciprocal Recognition and Enforcement of the Decisions of Civil and Commercial Cases under Consensual
Jurisdiction ([5#j7 PA it B AR 1T B A A B 28 o] AT & S A\ et B i Y R R SR R O HIR Ay &2
#E), if the parties have expressly agreed in writing that the Hong Kong Court has sole jurisdiction over civil
and commercial cases, the Chinese courts can recognise and enforce final judgments made by specific courts
in Hong Kong (including the Court of Final Appeal, Court of Appeal, Court of First Instance and District Court)
in relation to payments. Other than that, judgments made by courts in the United States and other courts in Hong
Kong may not be recognised or enforced in the PRC.

As aresult, recognition and enforcement in the PRC or Hong Kong of judgments of a court in the United
States and any of the other jurisdictions mentioned above in relation to any matter may be difficult or
impossible.

Any future occurrence of natural disasters or outbreaks of contagious diseases in the PRC may have a
material adverse effect on our business, financial condition and results of operations.

Any future occurrence of natural disasters or outbreaks of health epidemics and contagious diseases,
including avian influenza, Severe Acute Respiratory Syndrome (“SARS”), Ebola virus disease (“Ebola”),
Middle East Respiratory Syndrome corona virus (“MERS”), H5N1 influenza, HIN1 influenza or H7N9
influenza, may adversely affect our business, financial condition and results of operations. An outbreak of a
health epidemic or contagious disease could result in a widespread health crisis and restrict the level of business
activity in affected areas, which may in turn adversely affect our business, financial condition and results of
operations. Moreover, the PRC has experienced natural disasters such as earthquakes, floods and drought in the
past few years. Any future occurrence of severe natural disasters in the PRC may adversely affect its economy
and in turn our business, financial condition and results of operations. There is no guarantee that any future
occurrence of natural disasters or outbreak of avian influenza, SARS, Ebola, MERS, H5N1 influenza, HIN1
influenza, H7N9 influenza or other epidemics, or the measures taken by the PRC Government or other countries
in response to a future outbreak of these epidemics, will not seriously interrupt our operations or those of our
customers, which may have a material adverse effect on our business, financial condition and results of
operations.

RISKS RELATING TO THE NOTES ISSUED UNDER THE PROGRAMME

The ratings of the Notes may be downgraded or withdrawn.

Each Tranche of Notes may be rated or unrated, as specified in the applicable Pricing Supplement. The
rating represents the opinion of the relevant rating agency and its assessment of the ability of the Issuer to
perform its obligations under the Notes and credit risks in determining the likelihood that payments will be
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made when due under the Notes. A rating is not a recommendation to buy, sell or hold securities. The rating can
be lowered or withdrawn at any time. The Issuer is not obligated to inform holders of the Notes if a rating is
lowered or withdrawn. A reduction or withdrawal of a rating may adversely affect the market price of the Notes.

Modifications and waivers

The Conditions contain provisions for calling meetings of Noteholders to consider matters affecting their
interests generally. These provisions permit defined majorities to bind all Noteholders including Noteholders
who did not attend and vote at the relevant meeting and Noteholders who voted in a manner contrary to the
majority.

The Conditions also provide that the Agents may, without the consent of Noteholders or Couponholders
agree to (i) any modification of any of the provisions of the Agency Agreement that is of a formal, minor or
technical nature or is made to correct a manifest error, and (ii) any other modification (except as mentioned in
the Agency Agreement) and any waiver or authorisation of any breach or proposed breach, of any of the
provisions of the Agency Agreement, that is in the opinion of the parties to the Agency Agreement, not
materially prejudicial to the interests of the Noteholders.

A change in English law which governs the Notes may adversely affect Noteholders.

The Conditions are governed by English law in effect as at the date of issue of the relevant Notes. No
assurance can be given as to the impact of any possible judicial decision or change to English law or
administrative practice after the date of issue of the relevant Notes.

The Notes may be represented by Global Notes or Global Note Certificates and holders of a beneficial
interest in a Global Note or Global Note Certificate must rely on the procedures of the relevant Clearing
System(s).

Notes issued under the Programme may be represented by one or more Global Notes or Global Note
Certificates. Such Global Notes and Global Note Certificates will be deposited with a common depositary for
Euroclear and Clearstream, Luxembourg, or lodged with the CMU Service (each of Euroclear, Clearstream,
Luxembourg and the CMU Service, a “Clearing System”).

Except in the circumstances described in the relevant Global Note or Global Note Certificate, investors
will not be entitled to receive definitive Notes. The relevant Clearing System(s) will maintain records of the
beneficial interests in the Global Notes and the Global Note Certificates. While the Notes are represented by
one or more Global Notes or Global Note Certificates, investors will be able to trade their beneficial interests
only through the Clearing Systems.

While the Notes are represented by one or more Global Notes or Global Note Certificates, the Issuer
will discharge its payment obligations under the Notes by making payments to the relevant Clearing Systems
for distribution to their account holders. A holder of a beneficial interest in a Global Note or Global Note
Certificate must rely on the procedures of the relevant Clearing System(s) to receive payments under the
relevant Notes. The Issuer has no responsibility or liability for the records relating to, or payments made in
respect of, beneficial interests in the Global Notes and the Global Note Certificates.

Holders of beneficial interests in the Global Notes and the Global Note Certificates will not have a direct
right to vote in respect of the relevant Notes. Instead, such holders will be permitted to act only to the extent
that they are enabled by the relevant Clearing System(s) to appoint appropriate proxies.

Noteholders should be aware that Definitive Notes which have a denomination that is not an integral
maultiple of the minimum denomination may be illiquid and difficult to trade.

Notes may be issued with a minimum denomination. The Pricing Supplement for a Tranche of Notes
may provide that, for so long as the Notes are represented by a Global Note or a Global Note Certificate and
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the relevant Clearing System(s) so permit, the Notes will be tradable in nominal amounts (a) equal to, or integral
multiples of, the minimum denomination, and (b) the minimum denomination plus integral multiples of an
amount lower than the minimum denomination.

Definitive Notes will only be issued if the relevant Clearing System(s) is/are closed for business for a
continuous period of 14 days (other than by reason of legal holidays) or announces an intention permanently to
cease business. The Pricing Supplement may provide that, if Definitive Notes are issued, such Notes will be
issued in respect of all holdings of Notes equal to or greater than the minimum denomination. However,
Noteholders should be aware that Definitive Notes that have a denomination that is not an integral multiple of
the minimum denomination may be illiquid and difficult to trade. Definitive Notes will in no circumstances be
issued to any person holding Notes in an amount lower than the minimum denomination and such Notes will
be cancelled and holders will have no rights against the Issuer (including rights to receive principal or interest
or to vote) in respect of such Notes.

The Banking Act confers substantial powers on a number of UK authorities designed to enable them to
take a range of actions in relation to UK banks, UK building societies, UK investment firms and UK
recognised central counterparties which are considered to be at risk of failing. In certain circumstances,
such actions may also be taken with modifications, against a third country institution or investment
firm. The exercise of any of these actions in relation to the Issuer could materially adversely affect the
value of any Notes.

Under the Banking Act 2009 (the “Banking Act”), substantial powers are granted to HM Treasury, the
Bank of England, the Financial Conduct Authority and the Prudential Regulation Authority (together, the
“Authorities”) as part of a special resolution regime (the “SRR”). These powers can be exercised, as applicable,
by the Authorities in respect of a UK bank, UK building society, UK investment firm or UK recognised central
counterparty (each a “relevant entity”) in circumstances in which the Authorities consider its failure has
become likely and if certain other conditions are satisfied (depending on the relevant power) for example, to
protect and enhance the stability of the financial system of the UK. In certain circumstances and if certain
conditions are met, these powers may also be exercised, with modifications, against a third country incorporated
credit institution (such as the Issuer) or a third country incorporated investment firm (each a third country
entity).

The SRR consists of five stabilisation options and two special insolvency procedures (bank
administration and bank insolvency) which may be commenced by HM Treasury, the Bank of England, the
Prudential Regulation Authority or Secretary of State, as the case may be. The stabilisation options provide for:
(1) private sector transfer of all or part of the business of the relevant entity; (ii) transfer of all or part of the
business of the relevant entity to a bridge bank wholly owned by the Bank of England; (iii) transfer of all or
part of the business of the relevant entity to an asset management vehicle owned and controlled by the Bank of
England; (iv) writing down certain claims of unsecured creditors of the relevant entity (including Notes) and/or
converting certain unsecured debt claims (including Notes) to equity, (the “bail-in option”), which equity could
also be subject to any future cancellation, transfer or dilution; and (v) temporary public ownership
(nationalisation) of all or part of the relevant entity or its UK holding company. In each case, the Authorities
have wide powers under the Banking Act including powers to modify contractual arrangements in certain
circumstances and powers for HM Treasury to disapply or modify laws (with possible retroactive effect) to
enable the stabilisation powers under the Banking Act to be used effectively.

Noteholders should assume that, in a resolution situation, financial public support will only be available
to a relevant entity as a last resort after the relevant Authorities have assessed and used, to the maximum extent
practicable, the resolution tools, including the bail-in option.
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The exercise of any resolution power or any suggestion of any such exercise could materially adversely
affect the value of any Notes and could lead to Noteholders losing some or all of the value of their investment
in the Notes.

The paragraphs below set out some of the possible consequences of the exercise of the powers under the
SRR.

The SRR may be triggered prior to insolvency of the Issuer

The purpose of the stabilising options is to address the situation where all or part of a business of a
relevant entity has encountered, or is likely to encounter, financial difficulties, giving rise to wider public
interest concerns. Accordingly, the relevant stabilisation options may be exercised if (a) the relevant Authority
is satisfied that a relevant entity is failing, or is likely to fail, (b) following consultation with the other
Authorities, the relevant Authority determines that it is not reasonably likely that (ignoring the stabilising
options) action will be taken that will result in the condition referred to in (a) ceasing to be met and (c) the
Authorities consider the exercise of the stabilisation options to be necessary, having regard to certain public
interest considerations (such as the stability of the UK financial system, public confidence in the UK banking
system and the protection of depositors). In relation to a third country entity (such as the Issuer), the stabilisation
options may be exercised, with modifications against such entity if, subject to certain conditions, the relevant
Authority makes an instrument recognising the relevant third country’s resolution action (or part of it) against
such third country entity. It is therefore possible that one of the stabilisation options could be exercised prior to
the point at which any insolvency proceedings with respect to the relevant entity or third country entity could
be initiated.

Various actions may be taken in relation to the Notes without the consent of the Noteholders

If the stabilisation options were exercised under the SRR in respect of the Issuer, HM Treasury or the
Bank of England may exercise extensive powers including, share transfer powers (applying to a wide range of
securities), property transfer powers (including powers for partial transfers of property, rights and liabilities
subject to certain protections in respect of the Issuer) and resolution instrument powers (including powers to
make special bail-in provisions). Exercise of these powers could involve taking various actions in relation to
any securities issued by the Issuer (including Notes) without the consent of the Noteholders, including (among
other things):

. transferring Notes notwithstanding any restrictions on transfer and free from any trust, liability
or encumbrance;

. delisting Notes;

. writing down the principal amount of Notes and/or converting Notes into another form or class
(which may include, for example, conversion of Notes into equity securities);

. modifying any interest payable in respect of the Notes, the maturity date or the dates on which
any payments are due, including by suspending payment for a temporary period; and/or

. disapplying certain terms of Notes, including disregarding any termination or acceleration rights
or events of default under the terms of Notes which would be triggered by the exercise of the
powers and certain related events.

The taking of any such actions could adversely affect the rights of Noteholders, the price or value of
their investment in the Notes and/or the ability of the Issuer to satisfy its obligations under the Notes. In such
circumstances, Noteholders may have a claim for compensation under one of the compensation schemes
existing under, or contemplated by, the Banking Act, but there can be no assurance that Noteholders would
thereby recover compensation promptly or equal to any loss actually incurred.
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A partial transfer of the Issuer's business may result in a deterioration of its creditworthiness

If the Issuer were made subject to the SRR and a partial transfer of its business to another entity were
effected, the quality of the assets and the quantum of the liabilities not transferred and remaining with the Issuer
(which may include the Notes) will result in a deterioration in the creditworthiness of the Issuer and, as a result,
increase the risk that it will be unable to meet its obligations in respect of the Notes and/or eventually become
subject to administration proceedings pursuant to the Banking Act. In such circumstances, Noteholders may
have a claim for compensation under one of the compensation schemes existing under, or contemplated by, the
Banking Act, but there can be no assurance that Noteholders would thereby recover compensation promptly or
equal to any loss actually incurred.

As at the date of this Offering Circular, the relevant Authorities have not made an instrument or order
under the Banking Act in respect of the Issuer and there has been no indication that they will make any such
instrument or order. However, there can be no assurance that this will not change and/or that Noteholders will
not be adversely affected by any such order or instrument if made.

RISKS RELATING TO A PARTICULAR ISSUE OF NOTES

A wide range of Notes may be issued under the Programme. A number of these Notes may have features
which contain particular risks for potential investors. Set out below is a description of certain such features.

The regulation and reform of “benchmark” rates of interest and indices may adversely affect the value
of Notes linked to or referencing such “benchmarks”

Interest rates and indices which are deemed to be or used as “benchmarks”, are the subject of recent
national and international regulatory guidance and proposals for reform, particularly in the United Kingdom.
Some of these reforms are already effective whilst others are still to be implemented. These reforms may cause
such benchmarks to perform differently than in the past, to disappear entirely, or have other consequences which
cannot be predicted. Any such consequence could have a material adverse effect on any Notes linked to or
referencing such a benchmark. Regulation (EU) 2016/1011 (the “Benchmarks Regulation”) was published in
the Official Journal of the European Union on 29 June 2016 and applied from 1 January 2018 (with the
exception of provisions specified in Article 59 (mainly on critical benchmarks) that have applied since 30 June
2016). The Benchmarks Regulation applies to the provision of benchmarks, the contribution of input data to a
benchmark and the use of a benchmark within the European Union (the “EU”). It will, among other things, (i)
require benchmark administrators to be authorised or registered (or, if non-EU-based, to be subject to an
equivalent regime or otherwise recognised or endorsed) and (ii) prevent certain uses by EU supervised entities
(such as the Issuer) of benchmarks of administrators that are not authorised or registered (or, if non-EU based,
not deemed equivalent or recognised or endorsed).

The Benchmarks Regulation could have a material impact on any Notes linked to or referencing a
benchmark, in particular, if the methodology or other terms of the benchmark are changed in order to comply
with the requirements of the Benchmarks Regulation. Such changes could, among other things, have the effect
of reducing, increasing or otherwise affecting the volatility of the published rate or level of the benchmark.

More broadly, any of the international or national reforms, particularly in the United Kingdom or the
general increased regulatory scrutiny of benchmarks, could increase the costs and risks of administering or
otherwise participating in the setting of a benchmark and complying with any such regulations or requirements.
For example, the sustainability of the London interbank offered rate (“LIBOR”) has been questioned as a result
of the absence of relevant active underlying markets and possible disincentives (including as a result of
regulatory reforms) for market participants to continue contributing to such benchmarks. On 27 July 2017, the
United Kingdom Financial Conduct Authority announced that it will no longer persuade or compel banks to
submit rates for the calculation of the LIBOR benchmark after 2021 (the “FCA Announcement”). The FCA
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Announcement indicated that the continuation of LIBOR on the current basis cannot and will not be guaranteed
after 2021 and that planning a transition to alternative reference rates that are based firmly on transactions, such
as reformed SONIA (the Sterling Over Night Index Average), must begin. It is not possible to predict whether,
and to what extent, panel banks will continue to provide LIBOR submissions to the administrator of LIBOR
going forwards. This may cause LIBOR to perform differently than it did in the past and may have other
consequences which cannot be predicted. The potential elimination of the LIBOR benchmark or any other
benchmark, or changes in the manner of administration of any benchmark, could require an adjustment to the
terms and conditions, or result in other consequences, in respect of any Notes linked to such benchmark
(including but not limited to Floating Rate Notes whose interest rates are linked to LIBOR). Such factors may
have the following effects on certain benchmarks: (i) discourage market participants from continuing to
administer or contribute to the benchmark; (ii) trigger changes in the rules or methodologies used in the
benchmark; or (iii) lead to the disappearance of the “benchmark”. Any of the above changes or any other
consequential changes as a result of international or national reforms, particularly in the United Kingdom or
other initiatives or investigations, could have a material adverse effect on the value of and return on any Notes
linked to or referencing a benchmark.

The Terms and Conditions of the Notes provide for certain fallback arrangements in the event that a
Benchmark Event occurs, including if an inter-bank offered rate (such as LIBOR or EURIBOR) or other
relevant reference rate (which could include, without limitation, any mid-swap rate), and/or any page on which
such benchmark may be published (or any successor service) becomes unavailable, or if any Paying Agent,
Calculation Agent, the Issuer or other party is no longer permitted lawfully to calculate interest on any Notes
by reference to such benchmark. Such fallback arrangements include the possibility that the rate of interest
could be set by reference to a Successor Rate or an Alternative Reference Rate (both as defined in the Terms
and Conditions of the Notes), with or without the application of an adjustment spread which, if applied, could
be positive or negative, and would be applied with a view to reducing or eliminating, to the fullest extent
reasonably practicable in the circumstances, any economic prejudice or benefit (as applicable) to investors
arising out of the replacement of the relevant benchmark), and may include amendments to the Terms and
Conditions of the Notes to ensure the proper operation of the successor or replacement benchmark.

In certain circumstances, the ultimate fallback for the purposes of calculation of Rate of Interest for a
particular Interest Period may result in the Rate of Interest for the last preceding Interest Period being used.
This may result in the effective application of a fixed rate for Floating Rate Notes based on the rate which was
last observed on the Relevant Screen Page. Due to the uncertainty concerning the availability of Successor
Rates and Alternative Reference Rates and the involvement of an Independent Adviser, there is a risk that the
relevant fallback provisions may not operate as intended at the relevant time. Moreover, any of the above
matters or any other significant change to the setting or existence of any relevant reference rate could affect the
ability of the Issuer to meet its obligations under the Floating Rate Notes or could have a material adverse effect
on the value or liquidity of, and the amount payable under, the Floating Rate Notes.

Investors should consult their own independent advisers and make their own assessment about the
potential risks imposed by the Benchmarks Regulation or any other international or national reforms,
particularly in the United Kingdom, in making any investment decision with respect to any Notes linked to or
referencing a benchmark.

Notes subject to optional redemption by the Issuer may have a lower market value than Notes that
cannot be redeemed.

The Notes may be redeemed at the option of the Issuer pursuant to Condition 9(b) (Redemption for tax
reasons) and Condition 9(c) (Redemption at the option of the Issuer) of the Terms and Conditions of the Notes.
An optional redemption feature is likely to limit the market value of Notes. During any period when the Issuer
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may elect to redeem Notes, the market value of those Notes generally will not rise substantially above the price
at which they can be redeemed. This also may be true prior to any redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate
on the Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an
effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so at
a significantly lower rate. Potential investors should consider reinvestment risk in light of other investments
available at that time.

Dual Currency Notes have features which are different from single currency issues.

The Issuer may issue Notes with principal or interest payable in one or more currencies which may be
different from the currency in which the Notes are denominated. Potential investors should be aware that:

)] the market price of such Notes may be volatile;
(i)  they may receive no interest;

(i) payment of principal or interest may occur at a different time or in a different currency than
expected; and

(iv)  the amount of principal payable at redemption may be less than the nominal amount of such Notes
Or even zero.

Failure by an investor to pay a subsequent instalment of partly paid Notes may result in an investor
losing all of its investment.

The Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to pay
any subsequent instalments could result in an investor losing all of its investment.

The market price of variable rate Notes with a multiplier or other leverage factor may be volatile.

Notes with variable interest rates can be volatile securities. If they are structured to include multipliers
or other leverage factors, or caps or floors, or any combination of those features or other similar related features,
their market values may be even more volatile than those for securities that do not include such features.

Inverse Floating Rate Notes are typically more volatile than conventional floating rate debt. Inverse
Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference rate such as
LIBOR. The market values of such Notes typically are more volatile than market values of other conventional
floating rate debt securities based on the same reference rate (and with otherwise comparable terms). Inverse
Floating Rate Notes are more volatile because an increase in the reference rate not only decreases the interest
rate of the Notes, but may also reflect an increase in prevailing interest rates, which further adversely affects
the market value of these Notes.

If the Notes include a feature to convert the interest basis from fixed to floating interest rates and vice
versa, this may affect the secondary market and the market value of the Notes concerned.

Fixed/Floating Rate Notes are Notes which bear interest at a rate that converts from a fixed rate to a
floating rate, or from a floating rate to a fixed rate. Such a feature to convert the interest basis, and any
conversion of the interest basis, may affect the secondary market in, and the market value of, such Notes as the
change of interest basis may result in a lower interest return for Noteholders. Where the Notes convert from a
fixed rate to a floating rate, the spread on the Fixed/Floating Rate Notes may be less favourable than then
prevailing spreads on comparable Floating Rate Notes tied to the same reference rate. In addition, the new
floating rate at any time may be lower than the rates on other Notes. Where the Notes convert from a floating
rate to a fixed rate, the fixed rate may be lower than then prevailing rates on those Notes and could affect the
market value of an investment in the relevant Notes.
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The market prices of Notes issued at a substantial discount or premium tend to fluctuate more in
relation to general changes in interest rates than do prices for conventional interest bearing securities.

The market values of securities issued at a substantial discount or premium to their nominal amount tend
to fluctuate more in relation to general changes in interest rates than do prices for conventional interest bearing
securities. Generally, the longer the remaining term of the securities, the greater the price volatility as compared
to conventional interest bearing securities with comparable maturities.

Investors may lose part or all of their investment in any Index-Linked Interest Notes issued.

If, in the case of a particular Tranche of Notes, the relevant Pricing Supplement specifies that the Notes
are Index-Linked Interest Notes or variable redemption amount Notes, there is a risk that the investor may lose
the value of its entire investment or part of it.

Gains on the transfer of the Notes may become subject to income taxes under PRC tax laws.

Under the PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and the relevant
implementation rules, as amended from time to time, any gain realised on the transfer of the Notes by non-PRC
resident enterprise Noteholders or individual Noteholders may be subject to PRC enterprise income tax (“EIT”)
or PRC individual income tax (“II'T”) if such gain is regarded as income derived from sources within the PRC.
The PRC Enterprise Income Tax Law levies PRC enterprise income tax at the rate of 20 per cent. of the gains
derived by such non-PRC resident enterprise Noteholders from the transfer of the Notes but its implementation
rules have reduced the enterprise income tax rate to 10 per cent. The PRC Individual Income Tax Law levies
IIT at a rate of 20 per cent. of the gains derived by such non-PRC resident individual Noteholders from the
transfer of the Notes.

However, uncertainty remains as to whether the gains realised from the transfer of the Notes by non-
PRC resident enterprises or individual Noteholders would be treated as income derived from sources within the
PRC and become subject to EIT or IIT. This will depend on how the PRC tax authorities interpret, apply or
enforce the PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and the relevant
implementing rules. If such gains are determined as income sourced in the PRC by the relevant PRC tax
authorities, (i) the non-PRC resident enterprise Noteholders may be subject to PRC enterprise income tax at the
rate of 10 per cent. of the gains derived by such non-PRC resident enterprise Noteholders and (ii) the non-PRC
resident individual Noteholders may be subject to PRC individual income tax at the rate of 20 per cent. of the
gains derived by such non-PRC resident individual Noteholders. Unless there is an applicable tax treaty between
the PRC and the jurisdiction in which such non-PRC resident enterprise or individual Noteholders of the Notes
reside that reduces or exempts the relevant EIT or IIT, the value of their investment in the Notes may be
materially and adversely affected.

RISKS RELATING TO THE MARKET GENERALLY

Set out below is a brief description of certain market risks, including liquidity risk, exchange rate risk,
interest rate risk and credit risk:

Notes issued under the Programme have no current active trading market and may trade at a discount
to their initial offering price and/or with limited liquidity.

Notes issued under the Programme will be new securities which may not be widely distributed and for
which there is currently no active trading market (unless in the case of any particular Tranche, such Tranche is
to be consolidated with and form a single series with a Tranche of Notes which is already issued). If the Notes
are traded after their initial issuance, they may trade at a discount to their initial offering price, depending upon
prevailing interest rates, the market for similar securities, general economic conditions and the financial
condition of the Issuer. If the Notes are trading at a discount, investors may not be able to receive a favourable
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price for their Notes, and in some circumstances investors may not be able to sell their Notes at all or at their
fair market value. Although application has been made to the London Stock Exchange for the Notes issued
under the Programme to be admitted to trading on the ISM, there is no assurance that such application will be
accepted, that any particular Tranche of Notes will be so admitted or that an active trading market will develop.
In addition, the market for investment grade has been subject to disruptions that have caused volatility in prices
of securities similar to the Notes issued under the Programme. Accordingly, there is no assurance as to the
development or liquidity of any trading market, or that disruptions will not occur, for any particular Tranche of
Notes.

Exchange rate risks and exchange controls may result in investors receiving less interest or principal
than expected.

The Issuer will pay principal and interest on the Notes in the currency specified in the relevant Pricing
Supplement (the “Specified Currency”). This presents certain risks relating to currency conversions if an
investor’s financial activities are denominated principally in a currency or currency unit (the “Investor’s
Currency”) other than the Specified Currency. These include the risk that exchange rates may significantly
change (including changes due to devaluation of the Specified Currency or revaluation of the Investor’s
Currency) and the risk that authorities with jurisdiction over the Investor’s Currency may impose or modify
exchange controls. An appreciation in the value of the Investor’s Currency relative to the Specified Currency
would decrease (1) the Investor’s Currency equivalent yield on the Notes, (2) the Investor’s Currency equivalent
value of the principal payable on the Notes and (3) the Investor’s Currency equivalent market value of the
Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable exchange rate. As a result, investors may receive less interest or
principal than expected, or no interest or principal.

Changes in market interest rates may adversely affect the value of Fixed Rate Noftes.

Investment in Fixed Rate Notes involves the risk that subsequent changes in market interest rates may
adversely affect the value of Fixed Rate Notes.

RISKS RELATING TO RENMINBI DENOMINATED NOTES

Notes denominated in Renminbi (the “Renminbi Notes”) may be issued under the Programme.
Renminbi Notes contain particular risks for potential investors.

Renminbi is not freely convertible and there are significant restrictions on the remittance of Renminbi
into and out of the PRC which may adversely affect the liquidity of Renminbi Notes.

Renminbi is not freely convertible at present. The PRC Government continues to regulate conversion
between Renminbi and foreign currencies, including the Hong Kong dollar. However, there has been significant
reduction in control by the PRC Government in recent years, particularly over trade transactions involving
import and export of goods and services as well as other frequent routine foreign exchange transactions. These
transactions are known as current account items. On the other hand, remittance of Renminbi by foreign investors
into the PRC for the settlement of capital account items, such as capital contributions is generally only permitted
upon obtaining specific approvals from, or completing specific registrations or filings with, the relevant
authorities or the relevant banks on a case-by-case basis and is subject to a strict monitoring system. Regulations
in the PRC on the remittance of Renminbi into the PRC for settlement of capital account items are being
developed.

Although starting from 1 October 2016, the Renminbi has been added to the Special Drawing Rights
basket created by the International Monetary Fund, there is no assurance that the PRC Government will continue
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to gradually liberalise control over cross-border remittance of Renminbi in the future, that any schemes for
Renminbi cross-border utilisation will not be discontinued or that new regulations in the PRC will not be
promulgated in the future which have the effect of restricting or eliminating the remittance of Renminbi into or
out of the PRC. In the event that funds cannot be repatriated out of the PRC in Renminbi, this may affect the
overall availability of Renminbi out of the PRC and the ability of the Issuer to source Renminbi to finance its
obligations under Notes denominated in Renminbi.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity of the
Renminbi Notes and the Issuer’s ability to source Renminbi outside the PRC to service Renminbi Notes.

As a result of the restrictions by the PRC Government on cross-border Renminbi fund flows, the
availability of Renminbi outside the PRC is limited. While the PBOC has entered into agreements on the
clearing of Renminbi business with financial institutions in a number of financial centres and cities (the
“Renminbi Clearing Banks”), including but not limited to Hong Kong and are in the process of establishing
Renminbi clearing and settlement mechanisms in several other jurisdictions (the “Settlement Agreements”),
the current size of Renminbi denominated financial assets outside the PRC is limited.

There are restrictions imposed by the PBOC on Renminbi business participating banks in respect of
cross-border Renminbi settlement, such as those relating to direct transactions with PRC enterprises.
Furthermore, Renminbi business participating banks do not have direct Renminbi liquidity support from the
PBOC. The Renminbi Clearing Banks only have access to onshore liquidity support from the PBOC for the
purpose of squaring open positions of participating banks for limited types of transactions and are not obliged
to square for participating banks any open positions resulting from other foreign exchange transactions or
conversion services. In such cases, the participating banks will need to source Renminbi from outside the PRC
to square such open positions.

Although it is expected that the offshore Renminbi market will continue to grow in depth and size, its
growth is subject to many constraints as a result of PRC laws and regulations on foreign exchange. There is no
assurance that new PRC regulations will not be promulgated or the Settlement Agreements will not be
terminated or amended in the future which will have the effect of restricting availability of Renminbi in the
offshore market. The limited availability of Renminbi outside the PRC may affect the liquidity of its Renminbi
Notes. To the extent the Issuer is required to source Renminbi outside the PRC to service the Renminbi Notes,
there is no assurance that the Issuer will be able to source such Renminbi on satisfactory terms, if at all.

Investment in the Renminbi Notes is subject to exchange rate risks.

The Issuer will make all payments of interest and principal with respect to the Renminbi Notes in
Renminbi unless otherwise specified. The value of Renminbi against other foreign currencies fluctuates from
time to time and is affected by changes in the PRC and international political and economic conditions as well
as many other factors. As a result, the value of these Renminbi payments may vary with the changes in the
prevailing exchange rates in the marketplace. In August 2015, the PBOC implemented changes to the way it
calculates the Renminbi’s daily mid-point against the U.S. dollar to take into account market-maker quotes
before announcing such daily mid-point. This change, and others that may be implemented, may increase the
volatility in the value of the Renminbi against foreign currencies. If the value of Renminbi depreciates against
another foreign currency, the value of the investment made by a holder of the Renminbi Notes in that foreign
currency will decline. In January and February 2016, Renminbi experienced further fluctuation in value against
the U.S. dollar. With an increased floating range of the Renminbi’s value against foreign currencies and a more
market-orientated mechanism for determining the mid-point exchange rates, the Renminbi may further
appreciate or depreciate significantly in value against the U.S. dollar or other foreign currencies in the
long-term. As a result, the value of these Renminbi payments may vary with the changes in the prevailing
exchange rates in the marketplace.
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Payments with respect to the Renminbi Notes may be made only in the manner designated in the
Renminbi Notes.

All payments to investors in respect of the Renminbi Notes will be made solely (i) for so long as the
Renminbi Notes are represented by global certificates held with the common depositary for Clearstream,
Luxembourg and Euroclear or any alternative clearing system, by transfer to a Renminbi bank account
maintained in Hong Kong or a financial centre in which a Renminbi Clearing Bank clears and settles Renminbi,
if so specified in the Pricing Supplement, (ii) for so long as the Renminbi Notes are represented by global
certificates lodged with a sub-custodian for or registered with the CMU, by transfer to a Renminbi bank account
maintained in Hong Kong in accordance with prevailing CMU rules and procedures or (iii) for so long as the
Renminbi Notes are in definitive form, by transfer to a Renminbi bank account maintained in Hong Kong or a
financial centre in which a Renminbi Clearing Bank clears and settles Renminbi, if so specified in the Pricing
Supplement in accordance with prevailing rules and regulations. The Issuer cannot be required to make payment
by any other means (including in any other currency or by transfer to a bank account in the PRC).
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USE OF PROCEEDS

The net proceeds from each issue of Notes will be used for general corporate purposes of the Issuer,
which may include, subject to compliance with applicable law, on-lending to the Bank and/or any of its
subsidiaries or other branches. If, in respect of any particular issue, there is a particular identified use of
proceeds, this will be stated in the applicable Pricing Supplement.
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FORM OF THE NOTES

BEARER NOTES

Each Tranche of Notes in bearer form (“Bearer Notes”) will initially be in the form of either a temporary
global note in bearer form (the “Temporary Global Note”), without interest coupons, or a permanent global
note in bearer form (the “Permanent Global Note”), without interest coupons, in each case as specified in the
relevant Pricing Supplement. Each Temporary Global Note or, as the case may be, Permanent Global Note (each
a “Global Note”) will be deposited on or around the issue date of the relevant Tranche of the Notes with a
depositary or a common depositary for Euroclear Bank SA/NV as operator of the Euroclear System
(“Euroclear”) and/or Clearstream Banking S.A. (“Clearstream, Luxembourg”) and/or any other relevant
clearing system, and/or a sub-custodian for the CMU Service.

In the case of each Tranche of Bearer Notes, the relevant Pricing Supplement will also specify whether
United States Treasury Regulation §1.163-5(c)(2)(1)(C) (or any successor U.S. Treasury regulation section
including, without limitation, regulations issued in accordance with U.S. Internal Revenue Service Notice 2012-
20 or otherwise in connection with the U.S. Hiring Incentives to Restore Employment Act of 2010) (the
“TEFRA C Rules”) or United States Treasury Regulation §1.163-5(¢)(2)(i)(D) (or any successor U.S. Treasury
regulation section including, without limitation, regulations issued in accordance with U.S. Internal Revenue
Service Notice 2012-20 or otherwise in connection with the U.S. Hiring Incentives to Restore Employment Act
0f2010) (the “TEFRA D Rules”) are applicable in relation to the Notes or, if the Notes do not have a maturity
of more than 365 days, that neither the TEFRA C Rules nor the TEFRA D Rules are applicable.

Temporary Global Note exchangeable for Permanent Global Note

If the relevant Pricing Supplement specifies the form of Notes as being “Temporary Global Note
exchangeable for a Permanent Global Note”, then the Notes will initially be in the form of a Temporary Global
Note which will be exchangeable, in whole or in part, for interests in a Permanent Global Note, without interest
coupons, not earlier than 40 days after the issue date of the relevant Tranche of the Notes upon certification as
to non-U.S. beneficial ownership. No payments will be made under the Temporary Global Note unless exchange
for interests in the Permanent Global Note is improperly withheld or refused. In addition, interest payments in
respect of the Notes cannot be collected without such certification of non-U.S. beneficial ownership.

Whenever any interest in the Temporary Global Note is to be exchanged for an interest in a Permanent
Global Note, the Issuer shall procure (in the case of first exchange) the delivery of a Permanent Global Note to
the bearer of the Temporary Global Note or (in the case of any subsequent exchange) an increase in the principal
amount of the Permanent Global Note in accordance with its terms against:

6] presentation and (in the case of final exchange) presentation and surrender of the Temporary
Global Note to or to the order of the Fiscal Agent; and

(i)  receipt by the Fiscal Agent of a certificate or certificates of non-U.S. beneficial ownership.

The principal amount of Notes represented by the Permanent Global Note shall be equal to the aggregate
of the principal amounts specified in the certificates of non-U.S. beneficial ownership provided, however, that
in no circumstances shall the principal amount of Notes represented by the Permanent Global Note exceed the
initial principal amount of Notes represented by the Temporary Global Note.

If:

(a) the Permanent Global Note has not been delivered or the principal amount thereof increased by
5:00 p.m. (Luxembourg time) on the seventh day after the bearer of the Temporary Global Note

42



has requested exchange of an interest in the Temporary Global Note for an interest in a Permanent
Global Note; or

(b)  the Temporary Global Note (or any part thereof) has become due and payable in accordance with
the Terms and Conditions of the Notes or the date for final redemption of the Temporary Global
Note has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the bearer of the Temporary Global Note in
accordance with the terms of the Temporary Global Note on the due date for payment,

then the Temporary Global Note (including the obligation to deliver a Permanent Global Note) will become
void at 5:00 p.m. (Luxembourg time on such seventh day (in the case of (a) above) or at 5:00 p.m. (Luxembourg
time) on such due date (in the case of (b) above) and the bearer of the Temporary Global Note will have no
further rights thereunder (but without prejudice to the rights which the bearer of the Temporary Global Note or
others may have under the Deed of Covenant).

The Permanent Global Note will become exchangeable, in whole but not in part only and at the request
of the bearer of the Permanent Global Note, for Bearer Notes in definitive form (“Definitive Notes”):

(a) on the expiry of such period of notice as may be specified in the Pricing Supplement; or
(b)  atany time, if so specified in the Pricing Supplement; or

(©) if the Pricing Supplement specifies “in the limited circumstances described in the Permanent
Global Note”, then if either of the following events occurs:

(i) Euroclear or Clearstream, Luxembourg or the CMU Service or any other relevant clearing
system is closed for business for a continuous period of 14 days (other than by reason of
legal holidays) or announces an intention permanently to cease business; or

(1)  any of the circumstances described in Condition 13 (Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the Pricing Supplement), in an aggregate principal amount equal to the
principal amount of Notes represented by the Permanent Global Note to the bearer of the Permanent Global
Note against the surrender of the Permanent Global Note to or to the order of the Fiscal Agent within 30 days
of the bearer requesting such exchange.

If:

(a) Definitive Notes have not been duly delivered by 5:00 p.m. (Luxembourg time) on the thirtieth
day after the bearer has requested exchange of the Permanent Global Note for Definitive Notes;
or

(b)  the Permanent Global Note was originally issued in exchange for part only of a Temporary Global
Note representing the Notes and such Temporary Global Note becomes void in accordance with
its terms; or

(c) the Permanent Global Note (or any part thereof) has become due and payable in accordance with
the Terms and Conditions of the Notes or the date for final redemption of the Permanent Global
Note has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the bearer in accordance with the terms of the
Permanent Global Note on the due date for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Notes) will become void at 5:00

p-m. (Luxembourg time) on such thirtieth day (in the case of (a) above) or at 5:00 p.m. (Luxembourg time) on
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the date on which such Temporary Global Note becomes void (in the case of (b) above) or at 5:00 p.m.
(Luxembourg time) on such due date (in the case of (c) above) and the bearer of the Permanent Global Note
will have no further rights thereunder (but without prejudice to the rights which the bearer of the Permanent
Global Note or others may have under the Deed of Covenant).

Temporary Global Note exchangeable for Definitive Notes

If the relevant Pricing Supplement specifies the form of Notes as being “Temporary Global Note
exchangeable for Definitive Notes” and also specifies that the TEFRA C Rules are applicable or that neither the
TEFRA C Rules or the TEFRA D Rules are applicable, then the Notes will initially be in the form of a
Temporary Global Note which will be exchangeable, in whole but not in part, for Definitive Notes not earlier
than 40 days after the issue date of the relevant Tranche of the Notes.

If the relevant Pricing Supplement specifies the form of Notes as being “Temporary Global Note
exchangeable for Definitive Notes” and also specifies that the TEFRA D Rules are applicable, then the Notes
will initially be in the form of a Temporary Global Note which will be exchangeable, in whole or in part, for
Definitive Notes not earlier than 40 days after the issue date of the relevant Tranche of the Notes upon
certification as to non-U.S. beneficial ownership. Interest payments in respect of the Notes cannot be collected
without such certification of non-U.S. beneficial ownership.

Whenever the Temporary Global Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the relevant Pricing Supplement), in an aggregate principal amount equal
to the principal amount of the Temporary Global Note to the bearer of the Temporary Global Note against the
surrender of the Temporary Global Note to or to the order of the Fiscal Agent within 30 days of the bearer
requesting such exchange.

If:

(a) Definitive Notes have not been duly delivered by 5:00 p.m. (Luxembourg time) on the thirtieth
day after the bearer has requested exchange of the Temporary Global Note for Definitive Notes;
or

(b)  the Temporary Global Note (or any part thereof) has become due and payable in accordance with
the Terms and Conditions of the Notes or the date for final redemption of the Temporary Global
Note has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the bearer in accordance with the terms of the
Temporary Global Note on the due date for payment,

then the Temporary Global Note (including the obligation to deliver Definitive Notes) will become void at 5:00
p-m. (Luxembourg time) on such thirtieth day (in the case of (a) above) or at 5:00 p.m. (Luxembourg time) on
such due date (in the case of (b) above) and the bearer of the Temporary Global Note will have no further rights
thereunder (but without prejudice to the rights which the bearer of the Temporary Global Note or others may
have under the Deed of Covenant).

Permanent Global Note exchangeable for Definitive Notes

If the relevant Pricing Supplement specifies the form of Notes as being “Permanent Global Note
exchangeable for Definitive Notes”, then the Notes will initially be in the form of a Permanent Global Note
which will be exchangeable in whole, but not in part, for Definitive Notes:

(a) on the expiry of such period of notice as may be specified in the relevant Pricing Supplement; or

(b)  atany time, if so specified in the relevant Pricing Supplement; or
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(c) if the relevant Pricing Supplement specifies “in the limited circumstances described in the
Permanent Global Note”, then if either of the following events occurs:

(1) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed for
business for a continuous period of 14 days (other than by reason of legal holidays) or
announces an intention permanently to cease business; or

(1)  any of the circumstances described in Condition 13 (Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the Pricing Supplement), in an aggregate principal amount equal to the
principal amount of Notes represented by the Permanent Global Note to the bearer of the Permanent Global
Note against the surrender of the Permanent Global Note to or to the order of the Fiscal Agent within 30 days
of the bearer requesting such exchange.

If:

(a) Definitive Notes have not been duly delivered by 5:00 p.m. (Luxembourg time) on the thirtieth
day after the bearer has requested exchange of the Permanent Global Note for Definitive Notes;
or

(b)  the Permanent Global Note (or any part thereof) has become due and payable in accordance with
the Terms and Conditions of the Notes or the date for final redemption of the Permanent Global
Note has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the bearer in accordance with the terms of the
Permanent Global Note on the due date for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Notes) will become void at 5:00
p-m. (Luxembourg time) on such thirtieth day (in the case of (a) above) or at 5:00 p.m. (Luxembourg time) on
such due date (in the case of (b) above) and the bearer of the Permanent Global Note will have no further rights
thereunder (but without prejudice to the rights which the bearer of the Permanent Global Note or others may
have under the Deed of Covenant).

Definitive Notes will in no circumstances be issued to any person holding Notes in an amount lower
than the minimum denomination and such Notes will be cancelled and holders will have no rights against the
Issuer (including rights to receive principal or interest or to vote) in respect of such Notes.

Rights under Deed of Covenant

Under the Deed of Covenant, persons shown in the records of Euroclear and/or Clearstream,
Luxembourg and/or the CMU Service and/or any other relevant clearing system as being entitled to an interest
in a Temporary Global Note or a Permanent Global Note which becomes void will acquire directly against the
Issuer all those rights to which they would have been entitled if, immediately before the Temporary Global Note
or Permanent Global Note became void, they had been the holders of Definitive Notes in an aggregate principal
amount equal to the principal amount of Notes they were shown as holding in the records of Euroclear and/or
Clearstream, Luxembourg and/or the CMU Service and/or any other relevant clearing system.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Definitive Note will be endorsed on that Note and will consist
of the terms and conditions set out under “7Terms and Conditions of the Notes” below and the provisions of the
relevant Pricing Supplement which supplement, amend and/or replace those terms and conditions.
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The terms and conditions applicable to any Note in global form will differ from those terms and
conditions which would apply to the Note were it in definitive form to the extent described under “Summary of
Provisions Relating to the Notes while in Global Form” below.

Legend concerning United States persons

In the case of any Tranche of Bearer Notes having a maturity of more than 365 days, the Notes in global
form, the Notes in definitive form and any Coupons and Talons appertaining thereto will bear a legend to the
following effect:

“Any United States person who holds this obligation will be subject to limitations under the United
States income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the Internal
Revenue Code.”

Registered Notes

Each Tranche of Registered Notes will be in the form of either individual Note Certificates in registered
form (“Individual Note Certificates™) or a global Note in registered form (a “Global Note Certificate”), in
each case as specified in the relevant Pricing Supplement.

Each Global Note Certificate will be deposited on or around the relevant issue date with a depositary or
a common depositary for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system
and held by such depositary and will be exchangeable for Individual Note Certificates in accordance with its
terms.

If the relevant Pricing Supplement specifies the form of Notes as being “Individual Note Certificates”,
then the Notes will at all times be in the form of Individual Note Certificates issued to each Noteholder in
respect of their respective holdings.

If the relevant Pricing Supplement specifies the form of Notes as being “Global Note Certificate
exchangeable for Individual Note Certificates”, then the Notes will initially be in the form of a Global Note
Certificate which will be exchangeable in whole, but not in part, for Individual Note Certificates:

(a)  onthe expiry of such period of notice as may be specified in the relevant Pricing Supplement; or
(b)  atany time, if so specified in the relevant Pricing Supplement; or

(c)  iftherelevant Pricing Supplement specifies “in the limited circumstances described in the Global
Note Certificate”, then if either of the following events occurs:

(1) Euroclear or Clearstream, Luxembourg or the CMU Service or any other relevant clearing
system is closed for business for a continuous period of 14 days (other than by reason of
legal holidays) or announces an intention permanently to cease business; or

(1)  any of the circumstances described in Condition 13 (Events of Default) occurs.

Whenever the Global Note Certificate is to be exchanged for Individual Note Certificates, the Issuer
shall procure that Individual Note Certificates will be issued in an aggregate principal amount equal to the
principal amount of the Global Note Certificate within five business days of the delivery, by or on behalf of the
registered holder of the Global Note Certificate to the Registrar of such information as is required to complete
and deliver such Individual Note Certificates (including, without limitation, the names and addresses of the
persons in whose names the Individual Note Certificates are to be registered and the principal amount of each
such person’s holding) against the surrender of the Global Note Certificate at the specified office of the
Registrar.

Such exchange will be effected in accordance with the provisions of the Agency Agreement and the

regulations concerning the transfer and registration of Notes scheduled thereto and, in particular, shall be
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effected without charge to any holder, but against such indemnity as the Registrar may require in respect of any
tax or other duty of whatsoever nature which may be levied or imposed in connection with such exchange.

If:

(a)  Individual Note Certificates have not been delivered by 5:00 p.m. (Luxembourg time) on the
thirtieth day after they are due to be issued and delivered in accordance with the terms of the
Global Note Certificate; or

(b)  any of the Notes represented by a Global Note Certificate (or any part of it) has become due and
payable in accordance with the Terms and Conditions of the Notes or the date for final redemption
of the Notes has occurred and, in either case, payment in full of the amount of principal falling
due with all accrued interest thereon has not been made to the holder of the Global Note
Certificate in accordance with the terms of the Global Note Certificate on the due date for
payment,

then the Global Note Certificate (including the obligation to deliver Individual Note Certificates) will become
void at 5:00 p.m. (Luxembourg time) on such thirtieth day (in the case of (a) above) or at 5:00 p.m. (Luxembourg
time) on such due date (in the case of (b) above) and the holder of the Global Note Certificate will have no
further rights thereunder (but without prejudice to the rights which the holder of the Global Note Certificate or
others may have under the Deed of Covenant. Under the Deed of Covenant, persons shown in the records of
Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system as being entitled to an
interest in a Global Note Certificate will acquire directly against the Issuer all those rights to which they would
have been entitled if, immediately before the Global Note Certificate became void, they had been the holders
of Individual Note Certificates in an aggregate principal amount equal to the principal amount of Notes they
were shown as holding in the records of Euroclear and/or Clearstream, Luxembourg and/or any other relevant
clearing system.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Individual Note Certificate will be endorsed on that
Individual Note Certificate and will consist of the terms and conditions set out under “Terms and Conditions of
the Notes” below and the provisions of the relevant Pricing Supplement which supplement, amend and/or
replace those terms and conditions.

The terms and conditions applicable to any Global Note Certificate will differ from those terms and
conditions which would apply to the Note were it in definitive form to the extent described under “Summary of
Provisions Relating to the Notes while in Global Form” below.

CMU SERVICE

The CMU Service is a central depositary service provided by the Central Moneymarkets Unit of the
HKMA for the safe custody and electronic trading between the members of this service (“CMU Members’) of
capital markets instruments (“CMU Notes”’) which are specified in the CMU Reference Manual as capable of
being held within the CMU Service.

The CMU Service is only available to CMU Notes issued by a CMU Member or by a person for whom
a CMU Member acts as agent for the purposes of lodging instruments issued by such persons. Membership of
the CMU Service is open to all members of the Hong Kong Capital Markets Association and “authorised
institutions” under the Banking Ordinance (Cap. 155) of Hong Kong.

Compared to clearing services provided by Euroclear and Clearstream, Luxembourg, the standard
custody and clearing service provided by the CMU Service is limited. In particular (and unlike Euroclear and
Clearstream, Luxembourg), the HKMA does not as part of this service provide any facilities for the

dissemination to the relevant CMU Members of payments (of interest or principal) under, or notices pursuant
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to the notice provisions of, the CMU Notes. Instead, the HKMA advises the lodging CMU Member (or a
designated paying agent) of the identities of the CMU Members to whose accounts payments in respect of the
relevant CMU Notes are credited, whereupon the lodging CMU Member (or the designated paying agent) will
make the necessary payments of interest or principal or send notices directly to the relevant CMU Members.
Similarly, the HKMA will not obtain certificates of non U.S. beneficial ownership from CMU Members or
provide any such certificates on behalf of CMU Members. The CMU Lodging and Paying Agent will collect
such certificates from the relevant CMU Members identified from an instrument position report obtained by
request from the HKMA for this purpose.

An investor holding an interest through an account with either Euroclear or Clearstream, Luxembourg
in any Notes held in the CMU Service will hold that interest through the respective accounts which Euroclear
and Clearstream, Luxembourg each have with the CMU Service.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions which, as supplemented, amended and/or replaced
by the relevant Pricing Supplement (as defined below), will be endorsed on each Note in definitive form issued
under the Programme. The terms and conditions applicable to any Note in global form will differ from those
terms and conditions which would apply to the Note were it in definitive form to the extent described under
“Summary of Provisions Relating to the Notes while in Global Form” below.

Reference should be made to the section headed “Form of Pricing Supplement” for the form of Pricing
Supplement, which will include the definition of certain terms used in the following terms and conditions.

Introduction
(a) Programme

Industrial and Commercial Bank of China Limited, London Branch (the “Issuer”) has established a
Medium Term Note Programme (the “Programme”) for the issuance of USD10,000,000,000 in aggregate
principal amount of notes (the “Notes”).

Investors should be aware that Industrial and Commercial Bank of China Limited, London Branch is a
branch, not a subsidiary, of Industrial and Commercial Bank of China Limited and does not comprise a legal
entity separate from it. As a result, in the case of any default by the Issuer under the Notes and any subsequent
enforcement of an arbitral award in connection therewith, all claims of the holders of the Notes against the
Issuer shall ultimately rank pari passu with the claims of other senior unsecured creditors of Industrial and
Commercial Bank of China Limited. Please see “Description of the Issuer — Legal Status” for further details.

(b) Pricing Supplement

Notes issued under the Programme are issued in series (each a “Series”) and each Series may comprise
one or more tranches (each a “Tranche”) of Notes. Each Tranche is the subject of a pricing supplement (the
“Pricing Supplement”) which supplements these terms and conditions (the “Conditions”). The terms and
conditions applicable to any particular Tranche of Notes are these Conditions as supplemented, amended and/or
replaced by the relevant Pricing Supplement. In the event of any inconsistency between these Conditions and
the relevant Pricing Supplement, the relevant Pricing Supplement shall prevail.

The relevant Pricing Supplement in relation to any Tranche of Notes may specify terms and conditions
other than those set out herein which shall, to the extent so specified or to the extent inconsistent with these
Conditions, replace or modify these Conditions for the purpose of such Notes. The relevant Pricing Supplement
(or the relevant provisions thereof) will be attached hereto or endorsed hereon.

References herein to the “relevant Pricing Supplement” are to Part A of the Pricing Supplement attached
hereto or endorsed hereon and expressions defined or used in the relevant Pricing Supplement shall have the
same meanings in these Conditions, unless the context otherwise requires or unless otherwise stated.

(¢) Agency Agreement

The Notes are the subject of a fiscal agency agreement dated 17 October 2018, as amended and/or
supplemented from time to time (the “Agency Agreement”) between the Issuer and BNP Paribas Securities
Services, Luxembourg Branch as fiscal agent (the “Fiscal Agent”, which expression includes any successor
fiscal agent appointed from time to time in connection with the Notes), as registrar (the “Registrar”, which
expression includes any successor registrar appointed from time to time in connection with the Notes), and The
Bank of New York Mellon, acting through its Hong Kong Branch as CMU lodging and paying agent (the “CMU
Lodging and Paying Agent”, which expression includes any successor CMU lodging and paying agent
appointed from time to time in connection with the Notes), the paying agents named therein (together with the
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Fiscal Agent and the CMU Lodging and Paying Agent, the “Paying Agents”, which expression includes any
successor or additional paying agents appointed from time to time in connection with the Notes) and the transfer
agents named therein (together with the Registrar, the “Transfer Agents”, which expression includes any
successor or additional transfer agents appointed from time to time in connection with the Notes). In these
Conditions references to the “Agents” are to the Paying Agents and the Transfer Agents and any reference to
an “Agent” is to any one of them. For the purposes of these Conditions, all references (other than in relation to
the determination of interest and other amounts payable in respect of the Notes) to the Fiscal Agent shall, with
respect to a Series of Notes to be held in the CMU Service (as defined below), be deemed to be a reference to
the CMU Lodging and Paying Agent and all such reference shall be construed accordingly.

(d) Deed of Covenant

The Notes may be issued in bearer form (“Bearer Notes™), or in registered form (“Registered Notes”).
Registered Notes are constituted by a deed of covenant dated 17 October 2018, as amended and/or
supplemented from time to time (the “Deed of Covenant”) entered into by the Issuer.

(¢) The Notes

All subsequent references in these Conditions to “Notes” are to the Notes which are the subject of the
relevant Pricing Supplement. Copies of the relevant Pricing Supplement are available for viewing and copies
may be obtained from the Specified Office of each of the Paying Agents and Transfer Agents.

) Summaries

Certain provisions of these Conditions are summaries of the Agency Agreement and the Deed of
Covenant and are subject to their detailed provisions. Noteholders and the holders of the related interest
coupons, if any, (the “Couponholders” and the “Coupons”, respectively) are bound by, and are deemed to
have notice of, all the provisions of the Agency Agreement and the Deed of Covenant applicable to them. Copies
of the Agency Agreement and the Deed of Covenant are available for inspection by Noteholders during normal
business hours at the Specified Offices of each of the Agents, the initial Specified Offices of which are set out
below.

Interpretation

(a)  Definitions
In these Conditions the following expressions have the following meanings:
“Accrual Yield” has the meaning given in the relevant Pricing Supplement;

“Additional Business Centre(s)” means the city or cities specified as such in the relevant Pricing
Supplement;

“Additional Financial Centre(s)” means the city or cities specified as such in the relevant Pricing
Supplement;

“Adjustment Spread” means a spread (which may be positive or negative) or formula or methodology
for calculating a spread, which the Independent Adviser (in consultation with the Issuer) or the Issuer
(acting in a reasonable manner) (as applicable), determines is required to be applied to the Successor
Rate or the Alternative Reference Rate (as applicable) in order to reduce or eliminate, to the extent
reasonably practicable in the circumstances, any economic prejudice or benefit (as applicable) to
Noteholders and Couponholders as a result of the replacement of the Reference Rate with the Successor
Rate or the Alternative Reference Rate (as applicable) and is the spread, formula or methodology which:
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(a)

(b)

(c)

in the case of a Successor Rate, is formally recommended in relation to the replacement of the
Reference Rate with the Successor Rate by any Relevant Nominating Body; or

in the case of a Successor Rate for which no such recommendation has been made or in the case
of an Alternative Reference Rate, the Independent Adviser (in consultation with the Issuer) or the
Issuer (acting in a reasonable manner) (as applicable) determines is recognised or acknowledged
as being in customary market usage in international debt capital markets transactions which
reference the Reference Rate, where such rate has been replaced by the Successor Rate or the
Alternative Reference Rate (as applicable); or

if no such customary market usage is recognised or acknowledged, the Independent Adviser (in
consultation with the Issuer) or the Issuer in its discretion (as applicable), determines (acting in a
reasonable manner) to be appropriate;

“Alternative Rate” means the rate that the Independent Adviser or the Issuer (as applicable) determines

has replaced the relevant Reference Rate in customary market usage in the international debt capital

markets for the purposes of determining rates of interest in respect of bonds denominated in the Specified

Currency and of a comparable duration to the relevant Interest Period, or, if the Independent Adviser or

the Issuer (as applicable) determines that there is no such rate, such other rate as the Independent Adviser

or the Issuer (as applicable) determines in its discretion (acting in a reasonable manner) is most

comparable to the relevant Reference Rate;

“Benchmark Event” means, in respect of a Reference Rate:

(a)

(b)

(©)

(d)

(e)

such Reference Rate ceasing to be published for a period of at least five business days or ceasing
to exist;

a public statement by the administrator of such Reference Rate that it will, by a specified date
within the following six months, cease publishing such Reference Rate permanently or
indefinitely (in circumstances where no successor administrator has been appointed that will
continue publication of such Reference Rate);

a public statement by the supervisor of the administrator of such Reference Rate that such
Reference Rate has been or will, by a specified date within the following six months, be
permanently or indefinitely discontinued;

a public statement by the supervisor of the administrator of such Reference Rate that means such
Reference Rate will be prohibited from being used or that its use will be subject to restrictions or
adverse consequences, in each case within the following six months; or

it has become unlawful for any Paying Agent, Calculation Agent, the Issuer or other party to
calculate any payments due to be made to any Noteholder or Couponholder using such Reference
Rate;

“Business Day” means:

(a)

(b)

in relation to any sum payable in euro, a TARGET Settlement Day and a day on which
commercial banks and foreign exchange markets settle payments generally in each (if any)
Additional Business Centre;

in relation to any sum payable in a currency other than euro, a day on which commercial banks
and foreign exchange markets settle payments generally in London, in the Principal Financial
Centre of the relevant currency and in each (if any) Additional Business Centre; and
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(c) for the purposes of Notes denominated in Renminbi only, any day (other than a Sunday or a
Saturday) on which commercial banks and foreign exchange markets are open for business and
settle Renminbi payments in Hong Kong and are not authorised or obligated by law or executive
order to be closed;

“Business Day Convention”, in relation to any particular date, has the meaning given in the relevant
Pricing Supplement and, if so specified in the relevant Pricing Supplement, may have different meanings
in relation to different dates and, in this context, the following expressions shall have the following
meanings:

(a)  “Following Business Day Convention” means that the relevant date shall be postponed to the
first following day that is a Business Day;

(b)  “Modified Following Business Day Convention” or “Modified Business Day Convention”
means that the relevant date shall be postponed to the first following day that is a Business Day
unless that day falls in the next calendar month in which case that date will be the first preceding
day that is a Business Day;

(©) “Preceding Business Day Convention” means that the relevant date shall be brought forward to
the first preceding day that is a Business Day;

(d)  “FRN Convention”, “Floating Rate Convention” or “Eurodollar Convention” means that
each relevant date shall be the date which numerically corresponds to the preceding such date in
the calendar month which is the number of months specified in the relevant Pricing Supplement
as the Specified Period after the calendar month in which the preceding such date occurred
provided, however, that:

(1) if there is no such numerically corresponding day in the calendar month in which any such
date should occur, then such date will be the last day which is a Business Day in that
calendar month;

(i)  ifany such date would otherwise fall on a day which is not a Business Day, then such date
will be the first following day which is a Business Day unless that day falls in the next
calendar month, in which case it will be the first preceding day which is a Business Day;
and

(i)  if the preceding such date occurred on the last day in a calendar month which was a
Business Day, then all subsequent such dates will be the last day which is a Business Day
in the calendar month which is the specified number of months after the calendar month
in which the preceding such date occurred; and

“Calculation Agent” means the Fiscal Agent or such other Person specified in the relevant Pricing
Supplement as the party responsible for calculating the Rate(s) of Interest and Interest Amount(s) and/or
such other amount(s) as may be specified in the relevant Pricing Supplement;

“Calculation Amount” has the meaning given in the relevant Pricing Supplement;

“CMU Service” means the Central Moneymarkets Unit Service, operated by the Hong Kong Monetary
Authority;

“Coupon Sheet” means, in respect of a Note, a coupon sheet relating to the Note;

“Day Count Fraction” means, in respect of the calculation of an amount for any period of time (the
“Calculation Period”), such day count fraction as may be specified in these Conditions or the relevant
Pricing Supplement and:
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(a)

(b)

(©)

(d)

(e)

)

if “Actual/Actual (ICMA)” is so specified, means:

(1) where the Calculation Period is equal to or shorter than the Regular Period during which
it falls, the actual number of days in the Calculation Period divided by the product of (1)
the actual number of days in such Regular Period and (2) the number of Regular Periods
in any year; and

(1)  where the Calculation Period is longer than one Regular Period, the sum of:

(A)  the actual number of days in such Calculation Period falling in the Regular Period
in which it begins divided by the product of (1) the actual number of days in such
Regular Period and (2) the number of Regular Periods in any year; and

(B)  the actual number of days in such Calculation Period falling in the next Regular
Period divided by the product of (a) the actual number of days in such Regular
Period and (2) the number of Regular Periods in any year;

if “Actual/Actual (ISDA)” is so specified, means the actual number of days in the Calculation
Period divided by 365 (or, if any portion of the Calculation Period falls in a leap year, the sum of
(A) the actual number of days in that portion of the Calculation Period falling in a leap year
divided by 366 and (B) the actual number of days in that portion of the Calculation Period falling
in a non-leap year divided by 365);

if “Actual/365 (Fixed)” is so specified, means the actual number of days in the Calculation Period
divided by 365;

if “Actual/360” is so specified, means the actual number of days in the Calculation Period divided
by 360;

if “30/360” is so specified, the number of days in the Calculation Period divided by 360,
calculated on a formula basis as follows:

[360 X (Y,=Y1)] + [30 X (M;—M;)] + (D,—D,)
360

Day Count Fraction =

where:
“Y.,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M.” is the calendar month, expressed as number, in which the day immediately following the
last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included in
the Calculation Period, unless such number would be 31 and D, is greater than 29, in which case
D. will be 30”;

if “30E/360” or “Eurobond Basis” is so specified, the number of days in the Calculation Period
divided by 360, calculated on a formula basis as follows:
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(2

[360 X (Y,=Y1)] + [30 X (M;—M;)] + (D,—D,)
360

Day Count Fraction =

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M.” is the calendar month, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included in
the Calculation Period, unless such number would be 31, in which case D, will be 30; and

if “30E/360 (ISDA)” is so specified, the number of days in the Calculation Period divided by
360, calculated on a formula basis as follows:

[360 X (Y,—Y1)] + [30 X (M;—M;)] + (D,—D,)
360

Day Count Fraction =

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M.” is the calendar month, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that day
is the last day of February or (ii) such number would be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included in
the Calculation Period, unless (i) that day is the last day of February but not the Maturity Date or
(i1) such number would be 31, in which case D. will be 30,

provided, however, that in each such case the number of days in the Calculation Period is
calculated from and including the first day of the Calculation Period to but excluding the last day
of the Calculation Period;

“Early Redemption Amount (Tax)” means, in respect of any Note, its principal amount or such other

amount as may be specified in, or determined in accordance with, the relevant Pricing Supplement;

“Early Termination Amount” means, in respect of any Note, its principal amount or such other amount

as may be specified in, or determined in accordance with, these Conditions or the relevant Pricing

Supplement;
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“Euro-zone” means the region comprised of member states of the European Union that adopt the single
currency in accordance with the Treaty establishing the European Community, as amended;

“Extraordinary Resolution” has the meaning given in the Agency Agreement;

“Final Redemption Amount” means, in respect of any Note, its principal amount or such other amount
as may be specified in, or determined in accordance with, the relevant Pricing Supplement;

“First Interest Payment Date” means the date specified in the relevant Pricing Supplement;
“Fixed Coupon Amount” has the meaning given in the relevant Pricing Supplement;

“Holder”, in the case of Bearer Notes, has the meaning given in Condition 3(b) (Form, Denomination,
Title and Transfer — Title to Bearer Notes) and, in the case of Registered Notes, has the meaning given
in Condition 3(d) (Form, Denomination, Title and Transfer — Title to Registered Notes);

“Hong Kong” means the Hong Kong Special Administrative Region of the PRC;

“Independent Adviser” means an independent financial institution of international repute or other
independent financial adviser of recognised standing and with appropriate expertise, in each case
appointed by the Issuer at its own expense;

“Interest Accrual Period” means the period beginning on and including the Interest Commencement
Date and ending on but excluding the first Interest Period Date and each successive period beginning on
and including an Interest Period Date and ending on but excluding the next succeeding Interest Period
Date;

“Interest Amount” means:

(a)  inrespect of an Interest Accrual Period, the amount of interest payable per Calculation Amount
for that Interest Accrual Period and which, in the case of Fixed Rate Notes, and unless otherwise
specified hereon, shall mean the Fixed Coupon Amount or Broken Amount specified hereon as
being payable on the Interest Payment Date ending the Interest Period of which such Interest
Accrual Period forms part; and

(b)  in respect of any other period, the amount of interest payable per Calculation Amount for that
period;

“Interest Commencement Date” means the Issue Date of the Notes or such other date as may be
specified as the Interest Commencement Date in the relevant Pricing Supplement;

“Interest Determination Date” means, with respect to a Rate of Interest and Interest Accrual Period,
the date specified as such hereon or, if none is so specified, (i) the first day of such Interest Accrual
Period if the Specified Currency is Sterling, or Renminbi other than where the Specified Currency is
Renminbi and the Reference Rate is CNH HIBOR, (ii) the day falling two Business Days in London for
the Specified Currency prior to the first day of such Interest Accrual Period if the Specified Currency is
neither Sterling nor euro, (iii) the day falling two TARGET Business Days prior to the first day of such
Interest Accrual Period if the Specified Currency is euro or (iv) the day falling two Business Days in
Hong Kong prior to the first day of such Interest Accrual Period if the Specified Currency is Renminbi
and the Reference Rate is CNH HIBOR;

“Interest Payment Date” means the First Interest Payment Date and any date or dates specified as such
in, or determined in accordance with the provisions of, the relevant Pricing Supplement and, if a Business
Day Convention is specified in the relevant Pricing Supplement:

(a) as the same may be adjusted in accordance with the relevant Business Day Convention; or
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(b)  ifthe Business Day Convention is the FRN Convention, Floating Rate Convention or Eurodollar
Convention and an interval of a number of calendar months is specified in the relevant Pricing
Supplement as being the Specified Period, each of such dates as may occur in accordance with
the FRN Convention, Floating Rate Convention or Eurodollar Convention at such Specified
Period of calendar months following the Interest Commencement Date (in the case of the first
Interest Payment Date) or the previous Interest Payment Date (in any other case);

“Interest Period” means each period beginning on (and including) the Interest Commencement Date or
any Interest Payment Date and ending on (but excluding) the next Interest Payment Date;

“Interest Period Date” means each Interest Payment Date unless otherwise specified hereon;

“ISDA Definitions” means the 2006 ISDA Definitions (as amended and updated as at the date of issue
of the first Tranche of the Notes of the relevant Series (as specified in the relevant Pricing Supplement)
as published by the International Swaps and Derivatives Association, Inc.) unless otherwise specified in
the relevant Pricing Supplement;

“Issue Date” has the meaning given in the relevant Pricing Supplement;
“Margin” has the meaning given in the relevant Pricing Supplement;

“Material Subsidiary” means a Subsidiary whose total assets or total revenue (consolidated in the case
of'a Subsidiary which has Subsidiaries) as at the date at which its latest audited financial statements were
prepared or, as the case may be, for the financial period to which these audited financial statements
relate, account for 5 per cent. or more of the consolidated assets or consolidated revenue of the Issuer as
at such date or for such period. If a Material Subsidiary transfers all of its assets and business to another
Subsidiary of the Issuer, the transferee shall become a Material Subsidiary and the transferor shall cease
to be a Material Subsidiary on completion of such transfer.

“Maturity Date” has the meaning given in the relevant Pricing Supplement;

“Maximum Redemption Amount” has the meaning given in the relevant Pricing Supplement;
“Minimum Redemption Amount” has the meaning given in the relevant Pricing Supplement;
“Moody’s” means Moody’s Investors Service, Inc. and its affiliates and successors;

“No Adjustment” means that the relevant date shall not be adjusted in accordance with any Business
Day Convention;

“Noteholder”, in the case of Bearer Notes, has the meaning given in Condition 3(b) (Form,
Denomination, Title and Transfer — Title to Bearer Notes) and, in the case of Registered Notes, has the
meaning given in Condition 3(d) (Form, Denomination, Title and Transfer — Title to Registered Notes);

“Optional Redemption Amount (Call)” means, in respect of any Note, its principal amount or such
other amount as may be specified in, or determined in accordance with, the relevant Pricing Supplement;

“Optional Redemption Amount (Put)” means, in respect of any Note, its principal amount or such
other amount as may be specified in, or determined in accordance with, the relevant Pricing Supplement;

“Optional Redemption Date (Call)” has the meaning given in the relevant Pricing Supplement;
“Optional Redemption Date (Put)” has the meaning given in the relevant Pricing Supplement;

“Original Reference Rate” means the benchmark or screen rate (as applicable) originally specified for
the purpose of determining the relevant Rate of Interest (or any relevant component part(s) thereof) on
the Notes;
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“Payment Business Day” means:
(a) if the currency of payment is euro, any day which is:

(i) a day on which banks in the relevant place of presentation are open for presentation and
payment of bearer debt securities and for dealings in foreign currencies; and

(il))  inthe case of payment by transfer to an account, a TARGET Settlement Day and a day on
which dealings in foreign currencies may be carried on in each (if any) Additional
Financial Centre; or

(b)  ifthe currency of payment is not euro, any day which is:

(1) a day on which banks in the relevant place of presentation are open for presentation and
payment of bearer debt securities and for dealings in foreign currencies; and

(i)  in the case of payment by transfer to an account, a day on which dealings in foreign
currencies (including, in the case of Notes denominated in Renminbi, settlement of
Renminbi payments) may be carried on in the Principal Financial Centre of the currency
of payment and in each (if any) Additional Financial Centre;

“Person” includes any individual, company, state owned enterprise, corporation, firm, partnership, joint
venture, undertaking, association, organisation, trust, state or agency of a state or other entity (in each
case whether or not being a separate legal entity);

“PRC” means the People’s Republic of China, which for the purposes of these Conditions shall not
include Hong Kong, the Macau Special Administration Region or Taiwan;

“Principal Financial Centre” means, in relation to any currency, the principal financial centre for that
currency provided, however, that:

(a) in relation to euro, it means the principal financial centre of such Member State of the European
Communities as is selected (in the case of a payment) by the payee or (in the case of a calculation)
by the Calculation Agent; and

(b)  in relation to Renminbi, it means Hong Kong or the principal financial centre as is specified in
the applicable Pricing Supplement;

“Public External Indebtedness” means any indebtedness of the Issuer (or, for the purposes of Condition
13(c) (Cross-default), any of its respective Subsidiaries), or any guarantee or indemnity by the Issuer of
indebtedness, for money borrowed which, (i) is in the form of or represented by any bond, note,
debenture, debenture stock, loan stock, certificate or other instrument which is issued outside the PRC
and is, or is capable of being listed, quoted or traded on any stock exchange or in any securities market
(including, without limitation, any over-the-counter market) outside the PRC (without regard, however,
to whether or not such instruments are sold through public offerings or private placements); and (ii) has
an original maturity of more than 365 days;

“Put Option Notice” means a notice which must be delivered to a Paying Agent by any Noteholder
wanting to exercise a right to redeem a Note at the option of the Noteholder;

“Put Option Receipt” means a receipt issued by a Paying Agent to a depositing Noteholder upon deposit
of a Note with such Paying Agent by any Noteholder wanting to exercise a right to redeem a Note at the
option of the Noteholder;
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“Rate of Interest” means the rate or rates (expressed as a percentage per annum) of interest payable in
respect of the Notes specified in the relevant Pricing Supplement or calculated or determined in
accordance with the provisions of these Conditions and/or the relevant Pricing Supplement;

“Rating Agencies” means (a) S&P or (b) Moody’s, provided that if S&P or Moody’s shall not make a
rating of the Notes publicly available, a nationally recognised securities rating agency or agencies, as
the case may be, selected by the Issuer;

“Redemption Amount” means, as appropriate, the Final Redemption Amount, the Early Redemption
Amount (Tax), the Optional Redemption Amount (Call), the Optional Redemption Amount (Put), the
Early Termination Amount or such other amount in the nature of a redemption amount as may be
specified in, or determined in accordance with the provisions of, the relevant Pricing Supplement;

“Reference Banks” means, in the case of a determination of LIBOR, the principal London office of four
major banks in the London inter-bank market, in the case of a determination of EURIBOR, the principal
Euro-zone office of four major banks in the Euro-zone inter-bank market and in the case of a
determination of CNH HIBOR, the principal Hong Kong office of four major banks dealing in Renminbi
in the Hong Kong inter-bank market, in each case selected by the Issuer or as specified hereon;

“Reference Price” has the meaning given in the relevant Pricing Supplement;
“Reference Rate” has the meaning given in the relevant Pricing Supplement;
“Regular Period” means:

(a) in the case of Notes where interest is scheduled to be paid only by means of regular payments,
each period from and including the Interest Commencement Date to but excluding the first
Interest Payment Date and each successive period from and including one Interest Payment Date
to but excluding the next Interest Payment Date;

(b)  in the case of Notes where, apart from the first Interest Period, interest is scheduled to be paid
only by means of regular payments, each period from and including a Regular Date falling in any
year to but excluding the next Regular Date, where “Regular Date” means the day and month
(but not the year) on which any Interest Payment Date falls; and

(c)  in the case of Notes where, apart from one Interest Period other than the first Interest Period,
interest is scheduled to be paid only by means of regular payments, each period from and
including a Regular Date falling in any year to but excluding the next Regular Date, where
“Regular Date” means the day and month (but not the year) on which any Interest Payment Date
falls other than the Interest Payment Date falling at the end of the irregular Interest Period.

“Relevant Date” means, in relation to any payment, whichever is the later of (a) the date on which the
payment in question first becomes due and (b) if the full amount payable has not been received in the
Principal Financial Centre of the currency of payment by the Fiscal Agent on or prior to such due date,
the date on which (the full amount having been so received) notice to that effect has been given to the
Noteholders;

“Relevant Nominating Body” means, in respect of a reference rate:

(a) the central bank for the currency to which the reference rate relates, or any central bank or other
supervisory authority which is responsible for supervising the administrator of the reference rate;
or
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(b)

(b)  any working group or committee sponsored by, chaired or co-chaired by or constituted at the
request of (i) the central bank for the currency to which the reference rate relates, (ii) any central
bank or other supervisory authority which is responsible for supervising the administrator of the
reference rate, (iii) a group of the aforementioned central banks or other supervisory authorities,
or (iv) the Financial Stability Board or any part thereof;

“Relevant Screen Page” means the page, section or other part of a particular information service
(including, without limitation, Reuters) specified as the Relevant Screen Page in the relevant Pricing
Supplement, or such other page, section or other part as may replace it on that information service or
such other information service, in each case, as may be nominated by the Person providing or sponsoring
the information appearing there for the purpose of displaying rates or prices comparable to the Reference
Rate;

“Reserved Matter” means any proposal to change any date fixed for payment of principal or interest in
respect of the Notes, to reduce the amount of principal or interest payable on any date in respect of the
Notes, to alter the method of calculating the amount of any payment in respect of the Notes or the date
for any such payment, to change the currency of any payment under the Notes or to change the quorum
requirements relating to meetings or the majority required to pass an Extraordinary Resolution;

“S&P” means Standard & Poor’s Ratings Services and its affiliates and successors;
“Specified Currency” has the meaning given in the relevant Pricing Supplement;
“Specified Denomination(s)” has the meaning given in the relevant Pricing Supplement;
“Specified Office” has the meaning given in the Agency Agreement;

“Specified Period” has the meaning given in the relevant Pricing Supplement;

“Subsidiary” means, in relation to any Person (the “first Person”) at any particular time, any other
Person whose financial statements are, in accordance with applicable law and generally accepted
accounting principles, consolidated with those of the first Person;

“Successor Rate” means the rate that the Independent Adviser or the Issuer (as applicable) determines
is a successor to or replacement of the Reference Rate which is formally recommended by any Relevant
Nominating Body;

“Talon” means a talon for further Coupons;

“TARGET?2” means the Trans-European Automated Real-Time Gross Settlement Express Transfer
payment system which utilises a single shared platform and which was launched on 19 November 2007,

“TARGET Settlement Day” means any day on which TARGET?2 is open for the settlement of payments
in euro;

“Treaty” means the Treaty establishing the European Communities, as amended;
“Zero Coupon Note” means a Note specified as such in the relevant Pricing Supplement;
Interpretation

In these Conditions:

(1) if the Notes are Zero Coupon Notes, references to Coupons and Couponholders are not
applicable;
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(ii)  if Talons are specified in the relevant Pricing Supplement as being attached to the Notes at the
time of issue, references to Coupons shall be deemed to include references to Talons;

(ii1)  if Talons are not specified in the relevant Pricing Supplement as being attached to the Notes at
the time of issue, references to Talons are not applicable;

(iv)  any reference to principal shall be deemed to include the Redemption Amount, any additional
amounts in respect of principal which may be payable under Condition 12 (7axation), any
premium payable in respect of a Note and any other amount in the nature of principal payable
pursuant to these Conditions;

(v)  any reference to interest shall be deemed to include any additional amounts in respect of interest
which may be payable under Condition 12 (Taxation) and any other amount in the nature of
interest payable pursuant to these Conditions;

(vi) references to Notes being “outstanding” shall be construed in accordance with the Agency
Agreement;

(vil) if an expression is stated in Condition 2(a) (Interpretation — Definitions) to have the meaning
given in the relevant Pricing Supplement, but the relevant Pricing Supplement gives no such
meaning or specifies that such expression is “not applicable” then such expression is not
applicable to the Notes; and

(viii) any reference to the Agency Agreement shall be construed as a reference to the Agency
Agreement as amended and/or supplemented up to and including the Issue Date of the Notes.

Form, Denomination, Title and Transfer
(a) Bearer Notes

Bearer Notes are in the Specified Denomination(s) with Coupons and, if specified in the relevant Pricing
Supplement, Talons attached at the time of issue. In the case of a Series of Bearer Notes with more than one
Specified Denomination, Bearer Notes of one Specified Denomination will not be exchangeable for Bearer
Notes of another Specified Denomination.

(b) Title to Bearer Notes

Title to Bearer Notes and the Coupons will pass by delivery. In the case of Bearer Notes, “Holder” means
the holder of such Bearer Note and “Noteholder” and “Couponholder” shall be construed accordingly.

(¢) Registered Notes

Registered Notes are in the Specified Denomination(s), which may include a minimum denomination
specified in the relevant Pricing Supplement and higher integral multiples of a smaller amount specified in the
relevant Pricing Supplement.

(d) Title to Registered Notes

The Registrar will maintain the register in accordance with the provisions of the Agency Agreement. A
certificate (each, a “Note Certificate”) will be issued to each Holder of Registered Notes in respect of its
registered holding. Each Note Certificate will be numbered serially with an identifying number which will be
recorded in the Register. In the case of Registered Notes, “Holder” means the person in whose name such
Registered Note is for the time being registered in the Register (or, in the case of a joint holding, the first named
thereof) and “Noteholder” shall be construed accordingly.
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(e)  Ownership

The Holder of any Note or Coupon shall (except as otherwise required by law) be treated as its absolute
owner for all purposes (whether or not it is overdue and regardless of any notice of ownership, trust or any other
interest therein, any writing thereon or, in the case of Registered Notes, on the Note Certificate relating thereto
(other than the endorsed form of transfer) or any notice of any previous loss or theft thereof) and no Person
shall be liable for so treating such Holder. No person shall have any right to enforce any term or condition of
any Note under the Contracts (Rights of Third Parties) Act 1999.

) Transfers of Registered Notes

Subject to paragraphs (i) (Closed periods) and (j) (Regulations concerning transfers and registration)
below, a Registered Note may be transferred upon surrender of the relevant Note Certificate, with the endorsed
form of transfer duly completed, at the Specified Office of the Registrar or any Transfer Agent, together with
such evidence as the Registrar or (as the case may be) such Transfer Agent may reasonably require to prove the
title of the transferor and the authority of the individuals who have executed the form of transfer; provided,
however, that a Registered Note may not be transferred unless the principal amount of Registered Notes
transferred and (where not all of the Registered Notes held by a Holder are being transferred) the principal
amount of the balance of Registered Notes not transferred are Specified Denominations. Where not all the
Registered Notes represented by the surrendered Note Certificate are the subject of the transfer, a new Note
Certificate in respect of the balance of the Registered Notes will be issued to the transferor.

(g) Registration and delivery of Note Certificates

Within five business days of the surrender of a Note Certificate in accordance with paragraph (f)
(Transfers of Registered Notes) above, the Registrar will register the transfer in question and deliver a new Note
Certificate of a like principal amount to the Registered Notes transferred to each relevant Holder at its Specified
Office or (as the case may be) the Specified Office of any Transfer Agent or (at the request and risk of any such
relevant Holder) by uninsured first class mail (airmail if overseas) to the address specified for the purpose by
such relevant Holder. In this paragraph, “business day” means a day on which commercial banks are open for
general business (including dealings in foreign currencies) in the city where the Registrar or (as the case may
be) the relevant Transfer Agent has its Specified Office.

(h) No charge

The transfer of a Registered Note will be effected without charge by or on behalf of the Issuer or the
Registrar or any Transfer Agent but against such indemnity as the Registrar or (as the case may be) such Transfer
Agent may require in respect of any tax or other duty of whatsoever nature which may be levied or imposed in
connection with such transfer.

(@) Closed periods

Noteholders may not require transfers to be registered during the period of 15 days ending on the due
date for any payment of principal or interest in respect of the Registered Notes.

(j) Regulations concerning transfers and registration

All transfers of Registered Notes and entries on the Register are subject to the detailed regulations
concerning the transfer of Registered Notes scheduled to the Agency Agreement. The regulations may be
changed by the Issuer with the prior written approval of the Registrar. A copy of the current regulations will be
mailed (free of charge) by the Registrar to any Noteholder who requests in writing a copy of such regulations.
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Status

The Notes constitute senior, direct, general, unsubordinated, unsecured and unconditional obligations of
the Issuer which will at all times rank pari passu among themselves and at least pari passu with all other present
and future unsubordinated and unsecured obligations of the Issuer, save for such obligations as may be preferred
by provisions of law that are both mandatory and of general application.

Fixed Rate Note Provisions
(a) Application

This Condition 5 (Fixed Rate Note Provisions) is applicable to the Notes only if the Fixed Rate Note
Provisions are specified in the relevant Pricing Supplement as being applicable.

(b)  Accrual of interest

The Notes bear interest from the Interest Commencement Date at the Rate of Interest payable in arrear
on each Interest Payment Date, subject as provided in Condition 10 (Payments — Bearer Notes) and Condition
11 (Payments — Registered Notes). Each Note will cease to bear interest from the due date for final redemption
unless, upon due presentation, payment of the Redemption Amount is improperly withheld or refused, in which
case it will continue to bear interest in accordance with this Condition 5 (as well after as before judgment) until
whichever is the earlier of (i) the day on which all sums due in respect of such Note up to that day are received
by or on behalf of the relevant Noteholder and (ii) the day which is seven days after the Fiscal Agent has notified
the Noteholders that it has received all sums due in respect of the Notes up to such seventh day (except to the
extent that there is any subsequent default in payment).

(¢) Fixed Coupon Amount

The amount of interest payable in respect of each Note for any Interest Period shall be the relevant Fixed
Coupon Amount and, if the Notes are in more than one Specified Denomination, shall be the relevant Fixed
Coupon Amount in respect of the relevant Specified Denomination.

(d) Calculation of interest amount

The amount of interest payable in respect of each Note for any period for which a Fixed Coupon Amount
is not specified shall be calculated by applying the Rate of Interest to the Calculation Amount, multiplying the
product by the relevant Day Count Fraction, rounding the resulting figure to the nearest sub-unit of the Specified
Currency (half a sub-unit being rounded upwards) and multiplying such rounded figure by a fraction equal to
the Specified Denomination of such Note divided by the Calculation Amount. For this purpose a “sub-unit”
means, in the case of any currency other than euro, the lowest amount of such currency that is available as legal
tender in the country of such currency and, in the case of euro, means one cent.

Floating Rate Note and Index-Linked Interest Note Provisions

(a) Application

This Condition 6 (Floating Rate Note and Index-Linked Interest Note Provisions) is applicable to the
Notes only if the Floating Rate Note Provisions or the Index-Linked Interest Note Provisions are specified in
the relevant Pricing Supplement as being applicable.

(b) Interest Payment Dates

Each Floating Rate Note bears interest on its outstanding nominal amount from and including the Interest
Commencement Date at the rate per annum (expressed as a percentage) equal to the Rate of Interest, such
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interest being payable in arrear on each Interest Payment Date. The amount of interest payable shall be
determined in accordance with Condition 6(f) (Calculations). Such Interest Payment Date(s) is/are either shown
hereon as Specified Interest Payment Dates or, if no Specified Interest Payment Date(s) is/are shown hereon,
Interest Payment Date shall mean each date which falls the number of months or other period shown hereon as
the Interest Period after the preceding Interest Payment Date or, in the case of the first Interest Payment Date,
after the Interest Commencement Date.

(¢) Rate of Interest for Floating Rate Notes

The Rate of Interest in respect of Floating Rate Notes for each Interest Accrual Period shall be
determined in the manner specified hereon and the provisions below relating to either ISDA Determination or
Screen Rate Determination shall apply, depending upon which is specified hereon.

i) ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified hereon as the manner in which the Rate of Interest is to
be determined, the Rate of Interest for each Interest Accrual Period shall be determined by the
Calculation Agent as a rate equal to the relevant ISDA Rate. For the purposes of this sub-
paragraph (i), “ISDA Rate” for an Interest Accrual Period means a rate equal to the Floating Rate
that would be determined by the Calculation Agent under a Swap Transaction under the terms of
an agreement incorporating the ISDA Definitions and under which:

(x) the Floating Rate Option is as specified hereon;
(y) the Designated Maturity is a period specified hereon; and
(2) the relevant Reset Date is the first day of that Interest Accrual Period unless

otherwise specified hereon.

For the purposes of this sub-paragraph (i), “Floating Rate”, “Calculation Agent”, “Floating Rate
Option”, “Designated Maturity”, “Reset Date” and “Swap Transaction” have the meanings given
to those terms in the ISDA Definitions.

(il))  Screen Rate Determination for Floating Rate Notes

(x) Where Screen Rate Determination is specified hereon as the manner in which the
Rate of Interest is to be determined, the Rate of Interest for each Interest Accrual
Period will, subject as provided below, be either:

(D) the offered quotation; or
2) the arithmetic mean of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which appears or
appear, as the case may be, on the Relevant Screen Page as at either 11.00 a.m.
(London time in the case of LIBOR; Brussels time in the case of EURIBOR or 11.15
a.m. (Hong Kong time) or if, at or around that time it is notified that the fixing will be
published at 2.30 p.m. (Hong Kong time), then as of 2.30 p.m. (in the case of CNH
Hong Kong inter-bank offered rate (“CNH HIBOR™)) on the Interest Determination
Date in question as determined by the Calculation Agent. If five or more of such
offered quotations are available on the Relevant Screen Page, the highest (or, if there
is more than one such highest quotation, one only of such quotations) and the lowest
(or, if there is more than one such lowest quotation, one only of such quotations) shall
be disregarded by the Calculation Agent for the purpose of determining the arithmetic
mean of such offered quotations.
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)

(2)

If the Reference Rate from time to time in respect of Floating Rate Notes is specified
hereon as being other than LIBOR; EURIBOR or CNH HIBOR, the Rate of Interest
in respect of such Notes will be determined as provided hereon.

if the Relevant Screen Page is not available or, if sub-paragraph (x)(1) applies and no
such offered quotation appears on the Relevant Screen Page, or, if sub-paragraph (x)(2)
applies and fewer than three such offered quotations appear on the Relevant Screen
Page, in each case as at the time specified above, subject as provided below, the Issuer
shall request, if the Reference Rate is LIBOR, the principal London office of each of
the Reference Banks, if the Reference Rate is EURIBOR, the principal Euro-zone
office of each of the Reference Banks or, if the Reference Rate is CNH HIBOR, the
principal Hong Kong office of each of the Reference Banks, to provide the Calculation
Agent with its offered quotation (expressed as a percentage rate per annum) for the
Reference Rate if the Reference Rate is LIBOR, at approximately 11.00 a.m. (London
time), if the Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels time)
or if the Reference Rate is CNH HIBOR, at approximately 11.00 a.m. (Hong Kong
time) on the Interest Determination Date in question. If two or more of the Reference
Banks provide the Calculation Agent with such offered quotations, the Rate of Interest
for such Interest Accrual Period shall be the arithmetic mean of such offered quotations
as determined by the Calculation Agent; and

if paragraph (y) above applies and the Calculation Agent receives fewer than two
offered quotations from the Reference Banks pursuant to the provisions of paragraph
(y) above, then, subject as provided below, the Rate of Interest shall be the arithmetic
mean of the rates per annum (expressed as a percentage) as communicated to (and at
the request of) the Calculation Agent by the Reference Banks or any two or more of
them, at which such banks were offered, if the Reference Rate is LIBOR, at
approximately 11.00 a.m. (London time), if the Reference Rate is EURIBOR, at
approximately 11.00 a.m. (Brussels time) or, if the Reference Rate is CNH HIBOR, at
approximately 11.00 a.m. (Hong Kong time) on the relevant Interest Determination
Date, deposits in the Specified Currency for a period equal to that which would have
been used for the Reference Rate by leading banks in, if the Reference Rate is LIBOR,
the London inter-bank market or, if the Reference Rate is EURIBOR, the Euro-zone
inter-bank market, or, if the Reference Rate is CNH HIBOR, the Hong Kong inter-
bank market, as the case may be, or, if fewer than two of the Reference Banks provide
the Calculation Agent with such offered rates, the offered rate for deposits in the
Specified Currency for a period equal to that which would have been used for the
Reference Rate, or the arithmetic mean of the offered rates for deposits in the Specified
Currency for a period equal to that which would have been used for the Reference
Rate, at which, if the Reference Rate is LIBOR, at approximately 11.00 a.m. (London
time), if the Reference Rate is EURIBOR, at approximately 11.00 a.m. (Brussels time),
or, if the Reference Rate is CNH HIBOR, at approximately 11.00 a.m. (Hong Kong
time) on the relevant Interest Determination Date, any one or more banks (which bank
or banks is or are in the opinion of the Issuer suitable for such purpose) informs the
Calculation Agent it is quoting to leading banks in, if the Reference Rate is LIBOR,
the London inter-bank market, if the Reference Rate is EURIBOR, the Euro-zone
inter-bank market, or, if the Reference Rate is CNH HIBOR, the Hong Kong inter-
bank market, as the case may be, provided that, if the Rate of Interest cannot be
determined in accordance with the foregoing provisions of this paragraph, the Rate of
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(iii)

Interest shall be determined as at the last preceding Interest Determination Date
(though substituting, where a different Margin or Maximum or Minimum Rate of
Interest is to be applied to the relevant Interest Accrual Period from that which applied
to the last preceding Interest Accrual Period, the Margin or Maximum or Minimum
Rate of Interest relating to the relevant Interest Accrual Period, in place of the Margin
or Maximum or Minimum Rate of Interest relating to that last preceding Interest
Accrual Period).

Linear Interpolation

Where “Linear Interpolation” is specified hereon as applicable in respect of an Interest Accrual
Period, the Rate of Interest for such Interest Accrual Period shall be calculated by the Calculation
Agent by straight line linear interpolation by reference to two rates based on the relevant
Reference Rate (where Screen Rate Determination is specified hereon as applicable) or the
relevant Floating Rate Option (where ISDA Determination is specified hereon as applicable), one
of which shall be determined as if the Applicable Maturity were the period of time for which rates
are available next shorter than the length of the relevant Interest Accrual Period and the other of
which shall be determined as if the Applicable Maturity were the period of time for which rates
are available next longer than the length of the relevant Interest Accrual Period provided however
that if there is no rate available for the period of time next shorter or, as the case may be, next
longer, then the Calculation Agent shall determine such rate at such time and by reference to such
sources as it determines appropriate.

“Applicable Maturity” means: (a) in relation to Screen Rate Determination, the period of time
designated in the Reference Rate, and (b) in relation to ISDA Determination, the Designated
Maturity.

(d) Benchmark Replacement

In addition, notwithstanding the provisions above in Condition 6(c) (Rate of Interest for Floating Rate

Notes), if the Issuer determines that a Benchmark Event (as defined below) has occurred in relation to the

relevant Reference Rate specified in the relevant Pricing Supplement when any Rate of Interest (or the relevant

component part thereof) remains to be determined by such Reference Rate, then the following provisions shall

apply:
(1)

(i)

(iii)

the Issuer shall use all reasonable endeavours to appoint, as soon as reasonably practicable, an
Independent Adviser (as defined below) to determine (acting in a reasonable manner), no later
than five business days prior to the relevant Interest Determination Date relating to the next
succeeding Interest Period (the “IA Determination Cut-off Date”), a Successor Rate or,
alternatively, if there is no Successor Rate, an Alternative Reference Rate for the purposes of
determining the Rate of Interest (or the relevant component part thereof) applicable to the Notes;

if the Issuer (acting in a reasonable manner) is unable to appoint an Independent Adviser, or the
Independent Adviser appointed by it fails to determine a Successor Rate or an Alternative
Reference Rate prior to the IA Determination Cut-off Date, the Issuer (acting in a reasonable
manner) may determine a Successor Rate or, if there is no Successor Rate, an Alternative
Reference Rate;

if a Successor Rate or, failing which, an Alternative Reference Rate (as applicable) is determined
in accordance with the preceding provisions, such Successor Rate or, failing which, an Alternative
Reference Rate (as applicable) shall be the Reference Rate for each of the future Interest Periods
(subject to the subsequent operation of, and to adjustment as provided in, this Condition 6(d)
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(iv)

™)

(Benchmark Replacement)); provided, however, that if sub-paragraph (ii) applies and the Issuer
(acting in a reasonable manner) is unable to or does not determine a Successor Rate or an
Alternative Reference Rate prior to the relevant Interest Determination Date, the Rate of Interest
applicable to the next succeeding Interest Period shall be equal to the Rate of Interest last
determined in relation to the Notes in respect of the preceding Interest Period (or alternatively, if
there has not been a first Interest Payment Date, the rate of interest shall be the initial Rate of
Interest) (subject, where applicable, to substituting the Margin (as defined below) that applied to
such preceding Interest Period for the Margin that is to be applied to the relevant Interest Period);
for the avoidance of doubt, the proviso in this sub-paragraph (iii) shall apply to the relevant
Interest Period only and any subsequent Interest Periods are subject to the subsequent operation
of, and to adjustment as provided in, this Condition 6(d) (Benchmark Replacement));

if the Independent Adviser or the Issuer (acting in a reasonable manner) determines a Successor
Rate or, failing which, an Alternative Reference Rate (as applicable) in accordance with the above
provisions, the Independent Adviser or the Issuer (acting in good faith and in a commercially
reasonable manner) (as applicable), may also specify changes to these Conditions, including but
not limited to the Day Count Fraction, Relevant Screen Page, Business Day Convention, business
days, Interest Determination Date and/or the definition of Reference Rate applicable to the Notes,
and the method for determining the fallback rate in relation to the Notes, if such changes are
necessary to ensure the proper operation of such Successor Rate, Alternative Reference Rate
and/or Adjustment Spread (as applicable). If the Independent Adviser (in consultation with the
Issuer) or the Issuer (acting in a reasonable manner) (as applicable), determines that an
Adjustment Spread is required to be applied to the Successor Rate or the Alternative Reference
Rate (as applicable) and determines the quantum of, or a formula or methodology for
determining, such Adjustment Spread, then such Adjustment Spread shall be applied to the
Successor Rate or the Alternative Reference Rate (as applicable). If the Independent Adviser or
the Issuer (acting in a reasonable manner) (as applicable) is unable to determine the quantum of,
or a formula or methodology for determining, such Adjustment Spread, then such Successor Rate
or Alternative Reference Rate (as applicable) will apply without an Adjustment Spread. For the
avoidance of doubt, the Fiscal Agent shall, at the direction and expense of the Issuer, effect such
consequential amendments to the Agency Agreement and these Conditions as may be required in
order to give effect to this Condition 6(d) (Benchmark Replacement). Noteholder or
Couponholder consent shall not be required in connection with effecting the Successor Rate or
Alternative Reference Rate (as applicable) or such other changes, including for the execution of
any documents or other steps by the Fiscal Agent (if required); and

the Issuer shall promptly, following the determination of any Successor Rate or Alternative
Reference Rate (as applicable), give notice thereof to the Fiscal Agent, Noteholders and
Couponholders, which shall specify the effective date(s) for such Successor Rate or Alternative
Reference Rate (as applicable) and any consequential changes made to these Conditions,

provided that the determination of any Successor Rate or Alternative Reference Rate, and any other related
changes to the Notes, shall be made in accordance with applicable law.

Accrual of Interest

Interest shall cease to accrue on each Note on the due date for redemption unless, upon due presentation,

payment is improperly withheld or refused, in which event interest shall continue to accrue (both before and
after judgment) at the Rate of Interest in the manner provided in this Condition 6 to the Relevant Date.
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() Margin, Maximum/Minimum Rates of Interest and Redemption Amounts and Rounding

@) If any Margin is specified hereon (either (x) generally, or (y) in relation to one or more Interest Accrual
Periods), an adjustment shall be made to all Rates of Interest, in the case of (x), or the Rates of Interest
for the specified Interest Accrual Periods, in the case of (y), calculated in accordance with (c) above by
adding (if a positive number) or subtracting the absolute value (if a negative number) of such Margin
subject always to the next paragraph.

(i)  Ifany Maximum or Minimum Rate of Interest or Redemption Amount is specified hereon, then any Rate
of Interest or Redemption Amount shall be subject to such maximum or minimum, as the case may be.

(i)  For the purposes of any calculations required pursuant to these Conditions (unless otherwise specified),
(x) all percentages resulting from such calculations shall be rounded, if necessary, to the nearest one
hundred-thousandth of a percentage point (with 0.000005 of a percentage point being rounded up), (y)
all figures shall be rounded to seven significant figures (provided that if the eighth significant figure is
a 5 or greater, the seventh significant shall be rounded up) and (z) all currency amounts that fall due and
payable shall be rounded to the nearest unit of such currency (with half a unit being rounded up), save
in the case of yen, which shall be rounded down to the nearest yen. For these purposes “unit” means the
lowest amount of such currency that is available as legal tender in the country of such currency.

(g) Calculations

The amount of interest payable per Calculation Amount in respect of any Note for any Interest Accrual
Period shall be equal to the product of the Rate of Interest, the Calculation Amount specified hereon, and the
Day Count Fraction for such Interest Accrual Period, unless an Interest Amount (or a formula for its calculation)
is applicable to such Interest Accrual Period, in which case the amount of interest payable per Calculation
Amount in respect of such Note for such Interest Accrual Period shall equal such Interest Amount (or be
calculated in accordance with such formula). Where any Interest Period comprises two or more Interest Accrual
Periods, the amount of interest payable per Calculation Amount in respect of such Interest Period shall be the
sum of the Interest Amounts payable in respect of each of those Interest Accrual Periods. In respect of any other
period for which interest is required to be calculated, the provisions above shall apply save that the Day Count
Fraction shall be for the period for which interest is required to be calculated.

(h) Determination and Publication of Rates of Interest, Interest Amounts, Final Redemption
Amounts, Early Redemption Amounts and Optional Redemption Amounts

The Calculation Agent shall, as soon as practicable, on such date as the Calculation Agent may be
required to calculate any rate or amount, obtain any quotation or make any determination or calculation,
determine such rate and calculate the Interest Amounts for the relevant Interest Accrual Period, calculate the
Final Redemption Amount, Early Redemption Amount or Optional Redemption Amount, obtain such quotation
or make such determination or calculation, as the case may be, and cause the Rate of Interest and the Interest
Amounts for each Interest Accrual Period and the relevant Interest Payment Date and, if required to be
calculated, the Final Redemption Amount, Early Redemption Amount or any Optional Redemption Amount to
be notified to the Fiscal Agent, the Issuer, each of the Paying Agents, the Noteholders, any other Calculation
Agent appointed in respect of the Notes that is to make a further calculation upon receipt of such information
and, if the Notes are listed on a stock exchange and the rules of such exchange or other relevant authority so
require, such exchange or other relevant authority as soon as possible after their determination but in no event
later than (i) the commencement of the relevant Interest Period, if determined prior to such time, in the case of
notification to such exchange of a Rate of Interest and Interest Amount, or (ii) in all other cases, the fourth
Business Day after such determination. Where any Interest Payment Date or Interest Period Date is subject to
adjustment pursuant to Condition 6(b) (/nterest Payment Dates), the Interest Amounts and the Interest Payment
Date so published may subsequently be amended (or appropriate alternative arrangements made by way of
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adjustment) without notice in the event of an extension or shortening of the Interest Period. If the Notes become
due and payable under Condition 13 (Events of Default), the accrued interest and the Rate of Interest payable
in respect of the Notes shall nevertheless continue to be calculated as previously in accordance with this
Condition 6 but no publication of the Rate of Interest or the Interest Amount so calculated need be made. The
determination of any rate or amount, the obtaining of each quotation and the making of each determination or
calculation by the Calculation Agent(s) shall (in the absence of manifest error) be final and binding upon all
parties.

@) Calculation Agent

The Issuer shall procure that there shall at all times be one or more Calculation Agents if provision is
made for them hereon and for so long as any Note is outstanding (as defined in the Agency Agreement). Where
more than one Calculation Agent is appointed in respect of the Notes, references in these Conditions to the
Calculation Agent shall be construed as each Calculation Agent performing its respective duties under the
Conditions. If the Calculation Agent is unable or unwilling to act as such or if the Calculation Agent fails duly
to establish the Rate of Interest for an Interest Accrual Period or to calculate any Interest Amount, Final
Redemption Amount, Early Redemption Amount (Tax), Optional Redemption Amount (Call) or Optional
Redemption Amount (Put), as the case may be, or to comply with any other requirement, the Issuer shall appoint
a leading bank or financial institution engaged in the interbank market (or, if appropriate, money, swap or over-
the-counter index options market) that is most closely connected with the calculation or determination to be
made by the Calculation Agent (acting through its principal London office or any other office actively involved
in such market) to act as such in its place. The Calculation Agent may not resign its duties without a successor
having been appointed as aforesaid.

() Index-Linked Interest

If the Index-Linked Interest Note Provisions are specified in the relevant Pricing Supplement as being
applicable, the Rate(s) of Interest applicable to the Notes for each Interest Period will be determined in the
manner specified in the relevant Pricing Supplement.

Zero Coupon Note Provisions
(a) Application

This Condition 7 (Zero Coupon Note Provisions) is applicable to the Notes only if the Zero Coupon Note
Provisions are specified in the relevant Pricing Supplement as being applicable.

(b) Late payment on Zero Coupon Notes

If the Redemption Amount payable in respect of any Zero Coupon Note is improperly withheld or
refused, the Redemption Amount shall thereafter be an amount equal to the sum of:

i) the Reference Price; and

(ii))  the product of the Accrual Yield (compounded annually) being applied to the Reference Price on
the basis of the relevant Day Count Fraction from (and including) the Issue Date to (but
excluding) whichever is the earlier of (i) the day on which all sums due in respect of such Note
up to that day are received by or on behalf of the relevant Noteholder and (ii) the day which is
seven days after the Fiscal Agent has notified the Noteholders that it has received all sums due in
respect of the Notes up to such seventh day (except to the extent that there is any subsequent
default in payment).
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Dual Currency Note Provisions
(a) Application

This Condition 8 (Dual Currency Note Provisions) is applicable to the Notes only if the Dual Currency
Note Provisions are specified in the relevant Pricing Supplement as being applicable.

(b) Rate of Interest

If the rate or amount of interest falls to be determined by reference to an exchange rate, the rate or amount
of interest payable shall be determined in the manner specified in the relevant Pricing Supplement.

Redemption and Purchase
(a) Scheduled redemption

Unless previously redeemed, or purchased and cancelled, the Notes will be redeemed at their Final
Redemption Amount on the Maturity Date, subject as provided in Condition 10 (Payments — Bearer Notes)
and Condition 11 (Payments — Registered Notes).

(b) Redemption for tax reasons
The Notes may be redeemed at the option of the Issuer in whole, but not in part:

i) at any time (if neither the Floating Rate Note Provisions or the Index-Linked Interest Note
Provisions are specified in the relevant Pricing Supplement as being applicable); or

(ii)  on any Interest Payment Date (if the Floating Rate Note Provisions or the Index-Linked Interest
Note Provisions are specified in the relevant Pricing Supplement as being applicable),

on giving not less than 32 nor more than 60 days’ notice to the Noteholders (which notice shall be
irrevocable), at their Early Redemption Amount (Tax), together with interest accrued (if any) to the date
fixed for redemption, if (1) the Issuer has or will become obliged to pay additional amounts as provided
or referred to in Condition 12 (7axation) as a result of any change in, or amendment to, the laws or
regulations of the United Kingdom or the PRC or any political subdivision or any authority thereof or
therein having power to tax, or any change in the application or official interpretation of such laws or
regulations (including a holding by a court of competent jurisdiction), which change or amendment
becomes effective on or after the date of issue of the first Tranche of the Notes and (2) such obligation
cannot be avoided by the Issuer taking reasonable measures available to it provided, however, that no
such notice of redemption shall be given earlier than:

(1)  where the Notes may be redeemed at any time, 90 days prior to the earliest date on which the
Issuer would be obliged to pay such additional amounts if a payment in respect of the Notes were
then due; or

(2)  where the Notes may be redeemed only on an Interest Payment Date, 60 days prior to the Interest
Payment Date occurring immediately before the earliest date on which the Issuer would be
obliged to pay such additional amounts if a payment in respect of the Notes were then due.

Prior to the publication of any notice of redemption pursuant to this paragraph, the Issuer shall deliver
or procure that there is delivered to the Fiscal Agent (1) a certificate signed by any director of the Issuer stating
that the Issuer is entitled to effect such redemption and setting forth a statement of facts showing that the
conditions precedent to the right of the Issuer so to redeem have occurred and (2) an opinion of independent
legal or tax advisers of recognised standing to the effect that the Issuer has or will become obliged to pay such
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additional amounts as a result of such change or amendment. Upon the expiry of any such notice as is referred
to in this Condition 9(b), the Issuer shall be bound to redeem the Notes in accordance with this Condition 9(b).

(¢) Redemption at the option of the Issuer

If the Call Option is specified in the relevant Pricing Supplement as being applicable, the Notes may be
redeemed at the option of the Issuer in whole or, if so specified in the relevant Pricing Supplement, in part on
any Optional Redemption Date (Call) at the relevant Optional Redemption Amount (Call) on the Issuer’s giving
not less than 32 nor more than 60 days’ notice to the Noteholders (which notice shall be irrevocable and shall
oblige the Issuer to redeem the Notes or, as the case may be, the Notes specified in such notice on the relevant
Optional Redemption Date (Call) at the Optional Redemption Amount (Call) plus accrued interest (if any) to
such date).

(d) Partial redemption

If the Notes are to be redeemed in part only on any date in accordance with Condition 9(c) (Redemption
at the option of the Issuer), in the case of Bearer Notes, the Notes to be redeemed shall be selected by the
drawing of lots in such place as the Fiscal Agent approves and in such manner as the Fiscal Agent considers
appropriate, subject to compliance with applicable law, the rules of each competent authority, stock exchange
and/or quotation system (if any) by which the Notes have then been admitted to listing, trading and/or quotation
and the notice to Noteholders referred to in Condition 9(c) (Redemption at the option of the Issuer) shall specify
the serial numbers of the Notes so to be redeemed, and, in the case of Registered Notes, each Note shall be
redeemed in part in the proportion which the aggregate principal amount of the outstanding Notes to be
redeemed on the relevant Optional Redemption Date (Call) bears to the aggregate principal amount of
outstanding Notes on such date. If any Maximum Redemption Amount or Minimum Redemption Amount is
specified in the relevant Pricing Supplement, then the Optional Redemption Amount (Call) shall in no event be
greater than the maximum or be less than the minimum so specified.

(¢) Redemption at the option of Noteholders

If the Put Option is specified in the relevant Pricing Supplement as being applicable, the Issuer shall, at
the option of the Holder of any Note redeem such Note on the Optional Redemption Date (Put) specified in the
relevant Put Option Notice at the relevant Optional Redemption Amount (Put) together with interest (if any)
accrued to such date. In order to exercise the option contained in this Condition 9(e), the Holder of a Note must,
not less than 32 nor more than 60 days before the relevant Optional Redemption Date (Put), deposit with any
Paying Agent such Note together with all unmatured Coupons relating thereto and a duly completed Put Option
Notice in the form obtainable from any Paying Agent. The Paying Agent with which a Note is so deposited
shall deliver a duly completed Put Option Receipt to the depositing Noteholder. No Note, once deposited with
a duly completed Put Option Notice in accordance with this Condition 9(e), may be withdrawn; provided,
however, that if, prior to the relevant Optional Redemption Date (Put), any such Note becomes immediately
due and payable or, upon due presentation of any such Note on the relevant Optional Redemption Date (Put),
payment of the redemption moneys is improperly withheld or refused, the relevant Paying Agent shall mail
notification thereof to the depositing Noteholder at such address as may have been given by such Noteholder
in the relevant Put Option Notice and shall hold such Note at its Specified Office for collection by the depositing
Noteholder against surrender of the relevant Put Option Receipt. For so long as any outstanding Note is held
by a Paying Agent in accordance with this Condition 9(e), the depositor of such Note and not such Paying Agent
shall be deemed to be the Holder of such Note for all purposes.

(f)  No other redemption

The Issuer shall not be entitled to redeem the Notes otherwise than as provided in paragraphs (a)
(Scheduled Redemption) to (e) (Redemption at the option of Noteholders) above.
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(g) Early redemption of Zero Coupon Notes

Unless otherwise specified in the relevant Pricing Supplement, the Redemption Amount payable on
redemption of a Zero Coupon Note at any time before the Maturity Date shall be an amount equal to the sum
of:

6] the Reference Price; and

(ii))  the product of the Accrual Yield (compounded annually) being applied to the Reference Price
from (and including) the Issue Date to (but excluding) the date fixed for redemption or (as the
case may be) the date upon which the Note becomes due and payable.

Where such calculation is to be made for a period which is not a whole number of years, the calculation
in respect of the period of less than a full year shall be made on the basis of such Day Count Fraction as may
be specified in the Pricing Supplement for the purposes of this Condition 9(g) or, if none is so specified, a Day
Count Fraction of 30E/360.

(h) Purchase

The Issuer or any of its Subsidiaries may at any time purchase Notes in the open market or otherwise
and at any price, provided that all unmatured Coupons are purchased therewith. The Notes so purchased, while
held by or on behalf of the Issuer or any such Subsidiary, shall not entitle the holder to vote at any meetings of
the Noteholders and shall not be deemed to be outstanding for the purposes of calculating quorums at meetings
of the Noteholders or for the purposes of Condition 17 (Meetings of Noteholders; Modification and Waiver).

@) Cancellation

All Notes so redeemed or purchased by the Issuer or any of its Subsidiaries and any unmatured Coupons
attached to or surrendered with them may be reissued, resold or surrendered to the Fiscal Agent for cancellation.

Payments - Bearer Notes
This Condition 10 is only applicable to Bearer Notes.
(a) Principal

Payments of principal shall be made only against presentation and (provided that payment is made in
full) surrender of Bearer Notes at the Specified Office of any Paying Agent outside the United States (i) in the
case of a currency other than Renminbi, by transfer to an account denominated in that currency (or, if that
currency is euro, any other account to which euro may be credited or transferred) and maintained by the payee
with, a bank in the Principal Financial Centre of that currency, and (ii) in the case of Renminbi, by transfer to
an account denominated in that currency and maintained by the payee with a bank in the relevant Principal
Financial Centre.

(b) Interest

Payments of interest shall, subject to paragraph (h) (Payments other than in respect of matured Coupons)
below, be made only against presentation and (provided that payment is made in full) surrender of the
appropriate Coupons at the Specified Office of any Paying Agent outside the United States in the manner
described in paragraph (a) (Principal) above.

Payments of principal and interest in respect of Bearer Notes held in the CMU Service will be made to
the person(s) for whose account(s) interests in the relevant Bearer Note are credited as being held with the
CMU Service in accordance with the CMU Rules (as defined in the Agency Agreement) at the relevant time as
notified to the CMU Lodging and Paying Agent by the CMU Service in a relevant CMU Instrument Position
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Report (as defined in the Agency Agreement) or any other relevant notification by the CMU Service, which
notification shall be conclusive evidence of the records of the CMU Service (save in the case of manifest or
proven error) and payment made in accordance thereof shall discharge the obligations of the Issuer in respect
of that payment.

(c) Payments in New York City

Payments of principal or interest may be made at the Specified Office of a Paying Agent in New York
City if (i) the Issuer has appointed Paying Agents outside the United States with the reasonable expectation that
such Paying Agents will be able to make payment of the full amount of the interest on the Notes in the currency
in which the payment is due when due, (ii) payment of the full amount of such interest at the offices of all such
Paying Agents is illegal or effectively precluded by exchange controls or other similar restrictions and (iii)
payment is permitted by applicable United States law.

(d) Payments subject to fiscal laws

All payments in respect of the Bearer Notes are subject in all cases to (i) any applicable fiscal or other
laws and regulations in the place of payment, but without prejudice to the provisions of Condition 12 (Taxation)
and (ii) any withholding or deduction required pursuant to an agreement described in Section 1471(b) of the
U.S. Internal Revenue Code of 1986 (the “Code”) or otherwise imposed pursuant to Sections 1471 through
1474 of the Code, any regulations or agreements thereunder, any official interpretations thereof, or (without
prejudice to the provisions of Condition 12 (7axation)) any law implementing an intergovernmental approach
thereto. No commissions or expenses shall be charged to the Noteholders or Couponholders in respect of such
payments.

(e) Deductions for unmatured Coupons

If the relevant Pricing Supplement specifies that the Fixed Rate Note Provisions are applicable and a
Bearer Note is presented without all unmatured Coupons relating thereto:

6] if the aggregate amount of the missing Coupons is less than or equal to the amount of principal
due for payment, a sum equal to the aggregate amount of the missing Coupons will be deducted
from the amount of principal due for payment; provided, however, that if the gross amount
available for payment is less than the amount of principal due for payment, the sum deducted will
be that proportion of the aggregate amount of such missing Coupons which the gross amount
actually available for payment bears to the amount of principal due for payment;

(ii)  if the aggregate amount of the missing Coupons is greater than the amount of principal due for
payment:

(A)  so many of such missing Coupons shall become void (in inverse order of maturity) as will
result in the aggregate amount of the remainder of such missing Coupons (the “Relevant
Coupons”) being equal to the amount of principal due for payment; provided, however,
that where this sub-paragraph (ii)(A) would otherwise require a fraction of a missing
Coupon to become void, such missing Coupon shall become void in its entirety; and

(B) asum equal to the aggregate amount of the Relevant Coupons (or, if less, the amount of
principal due for payment) will be deducted from the amount of principal due for payment;
provided, however, that, if the gross amount available for payment is less than the amount
of principal due for payment, the sum deducted will be that proportion of the aggregate
amount of the Relevant Coupons (or, as the case may be, the amount of principal due for
payment) which the gross amount actually available for payment bears to the amount of
principal due for payment.
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Each sum of principal so deducted shall be paid in the manner provided in paragraph (a) (Principal)
above against presentation and (provided that payment is made in full) surrender of the relevant missing
Coupons.

® Unmatured Coupons void

If the relevant Pricing Supplement specifies that this Condition 10(f) is applicable or that the Floating
Rate Note Provisions or the Index-Linked Interest Note Provisions are applicable, on the due date for final
redemption of any Note or early redemption in whole of such Note pursuant to Condition 9(b) (Redemption for
tax reasons), Condition 9(c) (Redemption at the option of the Issuer), Condition 9(e) (Redemption at the option
of Noteholders) or Condition 13 (Events of Default), all unmatured Coupons relating thereto (whether or not
still attached) shall become void and no payment will be made in respect thereof.

(g) Payments on business days

If the due date for payment of any amount in respect of any Bearer Note or Coupon is not a Payment
Business Day in the place of presentation, the Holder shall not be entitled to payment in such place of the
amount due until the next succeeding Payment Business Day in such place and shall not be entitled to any
further interest or other payment in respect of any such delay.

(h) Payments other than in respect of matured Coupons

Payments of interest other than in respect of matured Coupons shall be made only against presentation
of the relevant Bearer Notes at the Specified Office of any Paying Agent outside the United States (or in New
York City if permitted by paragraph (c) (Payments in New York City) above).

() Partial payments

If a Paying Agent makes a partial payment in respect of any Bearer Note or Coupon presented to it for
payment, such Paying Agent will endorse thereon a statement indicating the amount and date of such payment.

(j) Exchange of Talons

On or after the maturity date of the final Coupon which is (or was at the time of issue) part of a Coupon
Sheet relating to the Bearer Notes, the Talon forming part of such Coupon Sheet may be exchanged at the
Specified Office of the Fiscal Agent for a further Coupon Sheet (including, if appropriate, a further Talon but
excluding any Coupons in respect of which claims have already become void pursuant to Condition 14
(Prescription)). Upon the due date for redemption of any Bearer Note, any unexchanged Talon relating to such
Note shall become void and no Coupon will be delivered in respect of such Talon.

Payments - Registered Notes
This Condition 11 is only applicable to Registered Notes.
(a) Principal

Payments of principal shall be made (i) in the case of a currency other than Renminbi, by transfer to an
account denominated in that currency (or, if that currency is euro, any other account to which euro may be
credited or transferred) and maintained by the payee with, a bank in the Principal Financial Centre of that
currency and (ii) in the case of Renminbi, by transfer to an account denominated in that currency and maintained
by the payee with a bank in the Principal Financial Centre, and (in the case of redemption) upon surrender (or,
in the case of part payment only, endorsement) of the relevant Note Certificates at the Specified Office of any
Paying Agent.
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(b) Interest

Payments of interest shall (i) in the case of a currency other than Renminbi, be made by transfer to an
account denominated in that currency (or, if that currency is euro, any other account to which euro may be
credited or transferred) and maintained by the payee with, a bank in the Principal Financial Centre of that
currency and (ii) in the case of Renminbi, by transfer to an account denominated in that currency and maintained
by the payee with a bank in the Principal Financial Centre, and (in the case of interest payable on redemption)
upon surrender (or, in the case of part payment only, endorsement) of the relevant Note Certificates at the
Specified Office of any Paying Agent.

Payments of principal and interest in respect of Registered Notes held in the CMU Service will be made
to the person(s) for whose account(s) interests in the relevant Registered Note are credited as being held with
the CMU Service in accordance with the CMU Rules (as defined in the Agency Agreement) at the relevant time
as notified to the CMU Lodging and Paying Agent by the CMU Service in a relevant CMU Instrument Position
Report (as defined in the Agency Agreement) or any other relevant notification by the CMU Service, which
notification shall be conclusive evidence of the records of the CMU Service (save in the case of manifest or
proven error) and payment made in accordance thereof shall discharge the obligations of the Issuer in respect
of that payment.

(¢c) Payments subject to fiscal laws

All payments in respect of the Registered Notes are subject in all cases to (i) any applicable fiscal or
other laws and regulations in the place of payment, but without prejudice to the provisions of Condition 12
(Taxation) and (ii) any withholding or deduction required pursuant to an agreement described in Section 1471(b)
of the U.S. Internal Revenue Code of 1986 (the “Code”) or otherwise imposed pursuant to Sections 1471
through 1474 of the Code, any regulations or agreements thereunder, any official interpretations thereof, or
(without prejudice to the provisions of Condition 12 (7axation)) any law implementing an intergovernmental
approach thereto. No commissions or expenses shall be charged to the Noteholders in respect of such payments.

(d) Payments on business days

Where payment is to be made by transfer to an account, payment instructions (for value the due date, or,
if the due date is not Payment Business Day, for value the next succeeding Payment Business Day) will be
initiated (i) (in the case of payments of principal and interest payable on redemption) on the later of the due
date for payment and the day on which the relevant Note Certificate is surrendered (or, in the case of part
payment only, endorsed) at the Specified Office of a Paying Agent and (ii) (in the case of payments of interest
payable other than on redemption) on the due date for payment. A Holder of a Registered Note shall not be
entitled to any interest or other payment in respect of any delay in payment resulting from the due date for a
payment not being a Payment Business Day.

(e)  Partial payments

If a Paying Agent makes a partial payment in respect of any Registered Note, the Issuer shall procure
that the amount and date of such payment are noted on the Register and, in the case of partial payment upon
presentation of a Note Certificate, that a statement indicating the amount and the date of such payment is
endorsed on the relevant Note Certificate.

) Record date

Each payment in respect of a Registered Note will be made to the person shown as the Holder in the
Register at the opening of business in the place of the Registrar’s Specified Office on the fifteenth day before
the due date for such payment (the “Record Date”).
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Taxation
(a) Gross up

All payments of principal and interest in respect of the Notes and the Coupons by or on behalf of the
Issuer shall be made free and clear of, and without withholding or deduction for or on account of, any present
or future taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected,
withheld or assessed by or on behalf of the United Kingdom, the PRC or any political subdivision therein or
any authority therein or thereof having power to tax, unless the withholding or deduction of such taxes, duties,
assessments, or governmental charges is required by law. In that event, the Issuer shall pay such additional
amounts as will result in receipt by the Noteholders and the Couponholders after such withholding or deduction
of such amounts as would have been received by them had no such withholding or deduction been required,
except that no such additional amounts shall be payable in respect of any Note or Coupon:

6] held by or on behalf of a Holder which is liable to such taxes, duties, assessments or governmental
charges in respect of such Note or Coupon by reason of its having some connection with the
jurisdiction by which such taxes, duties, assessments or charges have been imposed, levied,
collected, withheld or assessed other than the mere holding of the Note or Coupon; or

(i)  where the relevant Note or Coupon or Note Certificate is presented or surrendered for payment
more than 30 days after the Relevant Date except to the extent that the Holder of such Note or
Coupon would have been entitled to such additional amounts on presenting or surrendering such
Note or Coupon or Note Certificate for payment on the last day of such period of 30 days
assuming that day to have been a Payment Business Day; or

(iii))  held by a Holder who would not be liable for or subject to such withholding or deduction by
making a declaration of identity, non-residence or other similar claim for exemption to the
relevant tax authority if, after having been requested to make such declaration or claim, such
Holder fails to do so within any applicable period prescribed by such relevant tax authority.

(b) Taxing jurisdiction

If the Issuer becomes subject at any time to any taxing jurisdiction other than the United Kingdom or
the PRC, respectively, references in these Conditions to the United Kingdom or the PRC shall be construed as
references to the United Kingdom or the PRC (as the case may be) or such other jurisdiction.
Events of Default
If any of the following events (each an “Event of Default”) occurs and is continuing:
(a) Non-payment

Default is made in the payment on the due date of principal of or any interest on any of the Notes and
such failure continues for a period of 30 days; or

(b)  Breach of other obligations

The Issuer does not perform or comply with any one or more of its other obligations under or in respect
of the Notes or the Agency Agreement which default remains unremedied for a period of 45 days after written
notice of such default shall have been delivered to the Issuer (with a copy to the Fiscal Agent) by holders of an
aggregate principal amount of not less than 10 per cent. of the outstanding Notes; or
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(¢) Cross-default

)] any other present or future Public External Indebtedness of the Issuer or any of its Subsidiaries
becomes due and payable prior to its stated maturity by reason of any default, event of default or
the like (howsoever described) in respect of the terms thereof; or

(i)  any such Public External Indebtedness is not paid when due or, as the case may be, within any
applicable grace period,

provided that the aggregate amount of the relevant Public External Indebtedness in respect of which one or
more of the events mentioned above in this Condition 13(c) have occurred equals or exceeds U.S.$30,000,000
or its equivalent; or

(d) Insolvency

The Issuer or any of the Material Subsidiaries is insolvent or bankrupt or unable to pay its debts, stops
or suspends payment of all or a material part of its debts, proposes or makes any agreement for the deferral,
rescheduling or other readjustment of all or a material part of its debts, proposes or makes a general assignment
or an arrangement or composition with or for the benefit of the relevant creditors in respect of any of such debts
or a moratorium is agreed or declared in respect of or affecting all or a material part of the debts of the Issuer
or any of the Material Subsidiaries; or

(e)  Winding-up

An order is made or an effective resolution passed for the winding-up or dissolution or administration
of the Issuer or any of the Material Subsidiaries, or the Issuer or any of the Material Subsidiaries, ceases to
carry on all or a material part of its business or operations, except for the purpose of and followed by a
reconstruction, amalgamation, reorganisation, merger or consolidation (i) on terms approved by an
Extraordinary Resolution of the Noteholders, or (ii) in the case of a Material Subsidiary, whereby the
undertaking and assets of the Material Subsidiary are transferred to or otherwise vested in the Issuer or another
of the Material Subsidiaries; or

() Ilegality

It is or will become unlawful for the Issuer to perform or comply with any one or more of its obligations
under any of the Notes, the Coupons, the Deed of Covenant or the Agency Agreement and the Issuer fails to
obtain the necessary waiver or approval or complete such other necessary remedial action within 60 days such
that the Issuer may lawfully perform such obligations; or

(g) Analogous events

Any event occurs which under the laws of any relevant jurisdiction has an analogous effect to any of the
events referred to in any of Conditions 13(d) (Insolvency) to 13(f) ({llegality) (both inclusive),

then any Noteholder may, by written notice addressed to the Issuer and delivered to the Issuer or to the Specified
Office of the Fiscal Agent, declare the Notes to be immediately due and payable, whereupon they shall become
immediately due and payable at their Early Termination Amount together with accrued interest (if any) without
further action or formality. Notice of any such declaration shall promptly be given to the Noteholders.

Prescription

Claims for principal in respect of Bearer Notes shall become void unless the relevant Bearer Notes are
presented for payment within ten years of the appropriate Relevant Date. Claims for interest in respect of Bearer
Notes shall become void unless the relevant Coupons are presented for payment within five years of the
appropriate Relevant Date. Claims for principal and interest on redemption in respect of Registered Notes shall
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become void unless the relevant Note Certificates are surrendered for payment within ten years of the
appropriate Relevant Date.

Replacement of Notes and Coupons

If any Note, Note Certificate or Coupon is lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the Specified Office of the Fiscal Agent, in the case of Bearer Notes, or the Registrar, in the case of
Registered Notes (and, if the Notes are then admitted to listing, trading and/or quotation by any competent
authority, stock exchange and/or quotation system which requires the appointment of a Paying Agent or Transfer
Agent in any particular place, the Paying Agent or Transfer Agent having its Specified Office in the place
required by such competent authority, stock exchange and/or quotation system), subject to all applicable laws
and competent authority, stock exchange and/or quotation system requirements, upon payment by the claimant
of the expenses incurred in connection with such replacement and on such terms as to evidence, security,
indemnity and otherwise as the Issuer may reasonably require. Mutilated or defaced Notes, Note Certificates or
Coupons must be surrendered before replacements will be issued.

Agents

In acting under the Agency Agreement and in connection with the Notes and the Coupons, the Agents
act solely as agents of the Issuer do not assume any obligations towards or relationship of agency or trust for or
with any of the Noteholders or Couponholders.

The initial Agents and their initial Specified Offices are listed below. The initial Calculation Agent (if
any) is specified in the relevant Pricing Supplement. The Issuer reserves the right at any time to vary or
terminate the appointment of any Agent and to appoint a successor fiscal agent or registrar or Calculation Agent
and additional or successor paying agents; provided, however, that:

(a) the Issuer shall at all times maintain a fiscal agent and a registrar; and

(b)  ifa Calculation Agent is specified in the relevant Pricing Supplement, the Issuer shall at all times
maintain a Calculation Agent; and

(©) if and for so long as the Notes are admitted to listing, trading and/or quotation by any competent
authority, stock exchange and/or quotation system which requires the appointment of a Paying
Agent and/or a Transfer Agent in any particular place, the Issuer shall maintain a Paying Agent
and/or a Transfer Agent having its Specified Office in the place required by such competent
authority, stock exchange and/or quotation system.

Notice of any change in any of the Agents or in their Specified Offices shall promptly be given to the
Noteholders.

Meetings of Noteholders; Modification and Waiver
(a) Meetings of Noteholders

The Agency Agreement contains provisions for convening meetings of Noteholders to consider matters
relating to the Notes, including the modification of any provision of these Conditions. Any such modification
may be made if sanctioned by an Extraordinary Resolution. Such a meeting may be convened by the Issuer and
shall be convened by them upon the request in writing of Noteholders holding not less than 10 per cent. of the
aggregate principal amount of the outstanding Notes. The quorum at any meeting convened to vote on an
Extraordinary Resolution will be two or more Persons holding or representing a clear majority of the aggregate
principal amount of the outstanding Notes or, at any adjourned meeting, two or more Persons being or

representing Noteholders whatever the principal amount of the Notes held or represented; provided, however,
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that Reserved Matters may only be sanctioned by an Extraordinary Resolution passed at a meeting of
Noteholders at which two or more Persons holding or representing not less than 67 per cent. or, at any adjourned
meeting, not less than 25 per cent. of the aggregate principal amount of the outstanding Notes form a quorum.
Any Extraordinary Resolution duly passed at any such meeting shall be binding on all the Noteholders and
Couponholders, whether present or not.

In addition, a resolution in writing signed by or on behalf of not less than 90 per cent. of the Noteholders
who for the time being are entitled to receive notice of a meeting of Noteholders will take effect as if it were an
Extraordinary Resolution. Such a resolution in writing may be contained in one document or several documents
in the same form, each signed by or on behalf of one or more Noteholders.

These Conditions may be amended, modified or varied in relation to any Series of Notes by the terms of
the relevant Pricing Supplement in relation to such Series.

(b) Modification

Notwithstanding Condition 17(a) (Meetings of Noteholders) above, the Notes, these Conditions and the
Deed of Covenant may be amended without the consent of the Noteholders or the Couponholders to correct a
manifest error. In addition, the parties to the Agency Agreement may agree to modify any provision thereof, but
the Issuer shall not agree, without the consent of the Noteholders, to any such modification unless it is of a
formal, minor or technical nature, it is made to correct a manifest error or it is, in the opinion of such parties,
not materially prejudicial to the interests of the Noteholders.

Further Issues

The Issuer may from time to time, without the consent of the Noteholders or the Couponholders, create
and issue further notes having the same terms and conditions as the Notes in all respects (or in all respects
except for the first payment of interest) so as to form a single series with the Notes. However, such further
securities may only be issued if (i) the Rating Agency which has provided credit ratings in respect of the Notes
has been informed of such issue and (ii) such issue will not result in any adverse change in the then credit rating
of the Notes.

Notices
(a) Bearer Notes

Notices required pursuant to these Conditions to be given to the Holders of Bearer Notes shall be valid
if published in a leading English language daily newspaper published in London or if such publication is not
practicable, in a leading English language daily newspaper having general circulation in Europe. Any such
notice shall be deemed to have been given on the date of first publication (or if required to be published in more
than one newspaper, on the first date on which publication shall have been made in all the required newspapers).
Couponbholders shall be deemed for all purposes to have notice of the contents of any notice given to the Holders
of Bearer Notes.

(b) Registered Notes

Notices required pursuant to these Conditions to be given to the Holders of Registered Notes shall be
sent to them by first class mail (or its equivalent) or (if posted to an overseas address) by airmail at their
respective addresses on the Register. Any such notice shall be deemed to have been given on the fourth day
after the date of mailing.

So long as the Notes are represented by a Global Note or a Global Note Certificate and such Global
Note or Global Note Certificate is held on behalf of (i) Euroclear or Clearstream, Luxembourg, or any other
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clearing system (except as provided in (ii) below), notices to the holders of Notes of that Series may be given
by delivery of the relevant notice to that clearing system for communication by it to entitled accountholders in
substitution for publication as required by the Conditions or (ii) the CMU, notices to the holders of Notes of
that Series may be given by delivery of the relevant notice to the Persons shown in a CMU Instrument Position
Report issued by the Hong Kong Monetary Authority on the business day preceding the date of despatch of such

notice.

Currency Indemnity

If any sum due from the Issuer in respect of the Notes or the Coupons or any order or judgment given or
made in relation thereto has to be converted from the currency (the “first currency”) in which the same is
payable under these Conditions or such order or judgment into another currency (the “second currency”) for
the purpose of (a) making or filing a claim or proof against the Issuer, (b) obtaining an order or judgment in any
court or other tribunal or (c) enforcing any order or judgment given or made in relation to the Notes, the Issuer
shall indemnify each Noteholder, on the written demand of such Noteholder addressed to the Issuer and
delivered to the Issuer or to the Specified Office of the Fiscal Agent, against any loss suffered as a result of any
discrepancy between (i) the rate of exchange used for such purpose to convert the sum in question from the first
currency into the second currency and (ii) the rate or rates of exchange at which such Noteholder may in the
ordinary course of business purchase the first currency with the second currency upon receipt of a sum paid to
it in satisfaction, in whole or in part, of any such order, judgment, claim or proof.

This indemnity constitutes a separate and independent obligation of the Issuer and shall give rise to a
separate and independent cause of action.

Rounding

For the purposes of any calculations referred to in these Conditions (unless otherwise specified in these
Conditions or the relevant Pricing Supplement), (a) all percentages resulting from such calculations will be
rounded, if necessary, to the nearest one hundred-thousandth of a percentage point (with 0.000005 per cent.
being rounded up to 0.00001 per cent.), (b) all United States dollar amounts used in or resulting from such
calculations will be rounded to the nearest cent (with one half cent being rounded up), (c) all Japanese Yen
amounts used in or resulting from such calculations will be rounded downwards to the next lower whole
Japanese Yen amount, and (d) all amounts denominated in any other currency used in or resulting from such
calculations will be rounded to the nearest two decimal places in such currency, with 0.005 being rounded
upwards.

Governing Law and Arbitration
(a) Governing law

The Notes and all non-contractual obligations arising out of or in connection with the Notes, and the
agreement to arbitrate contained in Condition 22(b) (4Arbitration) are governed by English law.

(b)  Arbitration

Any dispute or difference of whatever nature howsoever arising under, out of or in connection with the
Notes (and the Conditions) (including a dispute or difference as to their breach, existence or validity)
(“Dispute”) shall be finally settled by arbitration in accordance with the London Court of International
Arbitration Rules (the “Rules”) as at present in force, which Rules are deemed to be incorporated by reference
into this Condition 22(b) (Arbitration) and as may be amended by the rest of this Condition 22(b) (Arbitration)
and as may be amended by the rest of this Condition 22 (Governing Law and Arbitration). The tribunal shall

consist of three arbitrators to be appointed in accordance with the Rules. The claimant parties shall together
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nominate one arbitrator, the respondent parties shall together nominate one arbitrator and the third arbitrator,
who shall be the chairman of the tribunal, shall be appointed by the London Court of International Arbitration.
The seat of the arbitration shall be London, England. The language of the arbitral proceedings shall be English.

If any Dispute raises issues which are substantially the same as or connected with issues raised in a
Dispute which has already been referred to arbitration under the Notes (and these Conditions), including
Disputes arising out of Notes held by different Noteholders (an “Existing Dispute”), or arises out of
substantially the same facts as are the subject of an Existing Dispute (a “Related Dispute”), the tribunal
appointed or to be appointed in respect of any such Existing Dispute shall also be appointed as the tribunal in
respect of any Related Dispute. Where, pursuant to the above provisions, the same tribunal has been appointed
in relation to two or more Disputes, the tribunal may, with the agreement of all the parties concerned or upon
the application of one of the parties, being a party to each of the Disputes, order that the whole or part of the
matters in issue shall be heard together upon such terms or conditions as the tribunal thinks fit. The tribunal
shall have power to make such directions and any interim or partial award as it considers just and desirable.
The parties waive any objections they may have as to the validity and/or enforcement of any arbitral awards
made by the tribunal following the consolidation of Disputes or arbitral proceedings in accordance with this
Condition 22(b) (Arbitration) to the extent that such objections are based on the fact that consolidation of the
same has occurred.

(¢) Waiver of immunity

To the extent that the Issuer may in any jurisdiction claim for itself or its assets or revenues immunity
from suit, execution, attachment (whether in aid of execution, before judgment or otherwise), the service of
process (if any), the obtaining of judgment, the supervisory jurisdiction of the court of the seat of arbitration
over the tribunal, the enforcement of any judgment, order or award, or other legal process and to the extent that
such immunity (whether or not claimed) may be attributed in any such jurisdiction to the Issuer or its assets or
revenues, the Issuer agrees not to claim and irrevocably waives such immunity to the full extent permitted by
the laws of such jurisdiction.
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FORM OF PRICING SUPPLEMENT

Set out below is the form of Pricing Supplement which will be completed for each Tranche of Notes
issued by the Issuer under the Programme.

Pricing Supplement dated [e]

Industrial and Commercial Bank of China Limited, London Branch
Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]|
under the USD10,000,000,000 Medium Term Note Programme
Legal entity identifier (LEI): 5493002ERZU2K9PZD1.40

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECTIVE 2003/71/EC (AND
AMENDMENTS THERETO, INCLUDING DIRECTIVE 2010/73/EU) (THE “PROSPECTUS
DIRECTIVE”) FOR THE ISSUE OF THE NOTES DESCRIBED BELOW AND THE UNITED
KINGDOM LISTING AUTHORITY HAS NEITHER APPROVED NOR REVIEWED
INFORMATION CONTAINED HEREIN.

[Prohibition of Sales to EEA Retail Investors: The Notes are not intended to be offered, sold or
otherwise made available to and should not be offered, sold or otherwise made available to any retail investor
in the European Economic Area (“EEA”). For these purposes, a retail investor means a person who is one (or
more) of: (i) aretail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID
I1”); (ii) a customer within the meaning of Directive 2002/92/EC (as amended or superseded, the “Insurance
Mediation Directive”), where that customer would not qualify as a professional client as defined in point (10)
of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as amended or
superseded, the “Prospectus Directive”). Consequently no key information document required by Regulation
(EU) No 1286/2014 (as amended, the “PRIIPs Regulation) for offering or selling the Notes or otherwise
making them available to retail investors in the EEA has been prepared and therefore offering or selling the
Notes or otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs
Regulation.]

[MiFID II product governance/target market: [appropriate target market legend to be included]]

[Singapore CMP Regulations classification: In connection with Section 309B of the Securities and
Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the “CMP Regulations 2018”), the Issuer has determined the classification of
the Notes as prescribed capital markets products (as defined in the CMP Regulations 2018) and Excluded
Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and
MAS Notice FAA-N16: Notice on Recommendation on Investment Products). ]

The document constitutes the Pricing Supplement relating to the issue of Notes described herein. Full
information on the Issuer and the offer of the Notes is only available on the basis of the combination of this
Pricing Supplement and the offering circular dated 17 October 2018 (the “Offering Circular”). Copies of the
Offering Circular may be obtained from 81 King William Street, London EC4N 7BG, United Kingdom.

Any person making or intending to make an offer of the Notes may only do so in circumstances in which
no obligation arises for the Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the Prospectus
Directive or to supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in
relation to such offer.
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PART A — CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the
“Conditions”) set forth in the Offering Circular. This Pricing Supplement contains the final terms of the Notes
and must be read in conjunction with such Offering Circular [and the supplemental Offering Circular dated
[date]].

[The following alternative language applies if the first tranche of an issue which is being increased was
issued under an offering circular or prospectus with an earlier date.

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the
“Conditions”) set forth in the [prospectus/offering circular] dated [original date]. This Pricing Supplement
contains the pricing supplement of the Notes and must be read in conjunction with the Offering Circular, save
in respect of the Conditions which are extracted from the [prospectus/offering circular] dated [original date]
and are attached hereto.]

[Include whichever of the following apply or specify as “Not Applicable” (N/A). Note that the numbering
should remain as set out below, even if “Not Applicable” is indicated for individual paragraphs or sub-
paragraphs. Italics denote guidance for completing the Pricing Supplement.]

1 (i) Issuer: Industrial and Commercial Bank of China Limited,
London Branch

2 (1) [Series Number:] [e]
(i1) [Tranche Number: [e]
[(iii) Date on which the Notes become The Notes will be consolidated and form a single Series
fungible: with [e] on [the Issue Date/exchange of the Temporary

Global Note for interests in the Permanent Global Note,
as referred to in paragraph 23 below, which is expected
to occur on or about [e]/[other]]/[Not Applicable]]

3 Specified Currency or Currencies: [e]
4 Aggregate Nominal Amount: [e]
(1) Series: [e]
(if) [Tranche: [e]]
5 Issue Price: [®] per cent. of the Aggregate Nominal Amount [plus

accrued interest from [insert date] (in the case of
fungible issues only, if applicable)]

6 (i) Specified Denominations' % [o]
(i1) Calculation Amount: []
7 (1) Issue Date: [e]
(ii)) Interest Commencement Date: [Specify/lIssue Date/Not Applicable]

Notes (including Notes denominated in sterling) in respect of which the issue proceeds are to be accepted by the Issuer in the United Kingdom
or whose issue otherwise constitutes a contravention of section 19 of the FSMA and which have a maturity of less than one year and must
have a minimum redemption value of £100,000 (or its equivalent in other currencies).

If the specified denomination is expressed to be €100,000 or its equivalent and multiples of a lower principal amount (for example €1,000),
insert the additional wording as follows: €100,000 and integral multiples of €1,000 in excess thereof up to and including €199,000. No notes
in definitive form will be issued with a denomination above €199,000. In relation to any issue of Notes which are a “Global Note exchangeable
for Definitive Notes” in circumstances other than “in the limited circumstances specified in the Global Notes”, such Notes may only be issued
in denominations equal to, or greater than, €100,000 (or equivalent) and multiples thereof.
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8

9

10

11

12

13

14

Maturity Date:

Interest Basis:

Redemption/Payment Basis:

Change of Interest or Redemption/
Payment Basis:

Put/Call Options:

Date of Board approval for issuance of

Notes obtained:

[Specify date or (for Floating Rate Notes) Interest
Payment Date falling in or nearest to the relevant
month and year] 3

[If the Maturity Date is less than one year from the
Issue Date and either (a) the issue proceeds are
received by the Issuer in the United Kingdom, or (b) the
activity of issuing the Notes is carried on from an
establishment maintained by the Issuer in the United
Kingdom, (i) the Notes must have a minimum
redemption value of £100,000 (or its equivalent in other
currencies) and be sold only to “professional investors”
or (ii) another applicable exemption from section 19 of
the FSMA must be available.]

[[®] per cent. Fixed Rate]
[[Specify reference rate] +/- [®] per cent. Floating Rate]

[Zero Coupon]
[Index-Linked Interest]

[Dual Currency Interest]
[Other (Specify)]
(further particulars specified below)

[Redemption at par]
[Index-Linked Redemption]
[Dual Currency]

[Partly Paid]

[Instalment]

[Other (specify)]

[Specify details of any provision for convertibility of
Notes into another interest or redemption/payment
basis|]

[Investor Put]

[Issuer Call]

[(further particulars specified below)]
[Not applicable]

[e]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

Fixed Rate Note Provisions

3

be necessary to use the second option here.

[Applicable/Not Applicable]
(If not applicable, delete the remaining sub-paragraphs
of this paragraph)

Note that for Renminbi or Hong Kong dollar denominated Fixed Rate Notes where Interest Payment Dates are subject to modification it will



(i) Rate[(s)] of Interest: [®] per cent. per annum [payable [annually/semi
annually/ quarterly/monthly/other (specify)] in arrear]*

(i) Interest Payment Date(s): [e] [and [e]] in each year up to and including the
Maturity Date [[in each case,] subject to adjustment in
accordance with paragraph 14(vi)]

(iii)) Fixed Coupon Amount[(s)]: [e] per Calculation Amount®

(iv) Broken Amount(s): [®] per Calculation Amount, payable on the Interest
Payment Date falling [in/on] [e]

(v) Day Count Fraction: [Actual/Actual (ICMA)][Actual/Actual
(ISDA)][Actual/365 (Fixed)][Actual/360]
[30/360][30E/360][30E/360 (ISDA)][specify other]

(vi) Business Day Convention: [Following Business Day Convention][Modified
Following Business Day Convention][Preceding
Business Day Convention][No Adjustment] [specify

other]
(vii) Other terms relating to the method [Not Applicable/give details]
of calculating interest for Fixed Rate
Notes:
15 Floating Rate Note Provisions [Applicable/Not Applicable]
(If not applicable, delete the remaining sub-paragraphs
of this paragraph)
(1) Interest Period(s)/Specified Interest [e][, subject to adjustment in accordance with
Payment Dates: paragraph 15(ii)]
(ii)) Business Day Convention: [Floating Rate Convention][Following Business Day
Convention][Modified Following Business Day
Convention][Preceding Business Day
Convention][other (give details)][No adjustment]
(iii)) Additional Business Centre(s): [Not Applicable/give details)
(iv) Manner in which the Rate(s) of [Screen Rate Determination/ISDA Determination/other
Interest is/are to be determined: (give details)]

(v) Party responsible for calculating the [[Vame] shall be the Calculation Agent (no need to
Rate(s) of Interest and/or Interest specify if the Principal Paying Agent is to perform this
Amount(s) (if not the Fiscal Agent): function)]

(vi) Screen Rate Determination:

° Reference Rate: [FOF example, LIBOR, EURIBOR or CNHHIBOR]

4

Note that for certain Renminbi or Hong Kong dollar denominated Fixed Rate Notes the Interest Payment Dates are subject to modification
and the following words should be added: “provided that if any Interest Payment Date falls on a day which is not a Business Day, the Interest
Payment Date will be the next succeeding Business Day unless it would thereby fall in the next calendar month in which event the Interest
Payment Date shall be brought forward to the immediately preceding Business Day. For these purposes, “Business Day” means a day, other
than a Saturday or a Sunday on which commercial banks and foreign exchange markets settle payments and are open for general business
(including dealing in foreign exchange and currency deposits) in Hong Kong and [e].”

For Renminbi or Hong Kong dollar denominated Fixed Rate Notes where the Interest Payment Dates are subject to modification the following
alternative wording is appropriate: “Each Fixed Coupon Amount shall be calculated by multiplying the product of the Rate of Interest and the
Calculation Amount by the Day Count Fraction and rounding the resultant figure to the nearest RMB0.01, RMBO0.005 for the case of Renminbi
denominated Fixed Rate Notes to the nearest HK$0.01, HK$0.005 for the case of Hong Kong dollar denominated Fixed Rate Notes, being
rounded upwards.”
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16

17

e Interest Determination Date(s):

e  Relevant Screen Page:

(vii) ISDA Determination:
e  Floating Rate Option:
e Designated Maturity:
e  Reset Date:

(viii) Linear Interpolation:

(ix) Margin(s):
(x) Minimum Rate of Interest:
(xi) Maximum Rate of Interest:

(xii) Day Count Fraction:

(xiii) Fall back provisions, rounding
provisions, denominator and any
other terms relating to the method of
calculating interest on Floating Rate
Notes, if different from those set out
in the Conditions:

Zero Coupon Note Provisions

(1) Accrual Yield:
(i)
(iii)

Reference Price:

[Day Count Fraction in relation to
Early Redemption Amounts:

(iv) Any other formula/basis of
determining amount payable:

Index-Linked Interest Note/other
variable-linked interest Note Provisions

(i) Index/Formula/other variable:
(i1) Calculation Agent responsible for
calculating the interest due:

(iii) Provisions for determining Coupon
where calculated by reference to
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[e]
[For example, Reuters LIBOR 01/EURIBOR
01/CNHHIBORFIX01]

[e]

[e]

[e]

[Not Applicable/Applicable — the Rate of Interest for
the [long/short] [first/last] Interest Period shall be

calculated using Linear Interpolation (specify for each
short or long interest period)]

[+/-][®] per cent. per annum
[®] per cent. per annum
[®] per cent. per annum

[Actual/Actual (ICMA)] [Actual/Actual (ISDA)]
[Actual/365 (Fixed)] [Actual/360] [30/360] [30E/360]
[30E/360 (ISDA)][e]

[e]

[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs
of this paragraph)

[®] per cent. per annum

[e]

[Actual/Actual (ICMA)] [Actual/Actual (ISDA)]

[Actual/365 (Fixed)] [Actual/360] [30/360] [30E/360]
[30E/360 (ISDA)]]

(o]

[Applicable/Not Applicable]
(If not applicable, delete the remaining sub-paragraphs
of this paragraph)

[give or annex details)

[e]

[e]
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(iv)
)

(vi)

Index and/or Formula and/or other
variable:

Interest Determination Date(s):

Provisions for determining Coupon
where calculation by reference to
Index and/or Formula and/or other
variable is impossible or
impracticable or otherwise
disrupted:

Interest or calculation period(s):

(vii) Specified Period:

(viii) Specified Interest Payment Dates:

(ix)

x)
(xi)

Business Day Convention:

Additional Business Centre(s):

Minimum Rate/Amount of Interest:

(xii) Maximum Rate/Amount of Interest:

(xiii) Day Count Fraction:

Dual Currency Note Provisions

(1)

(i)

(iif)

Rate  of
calculating Rate of Exchange:

Exchange/method  of

Calculation Agent, if any, responsible
for calculating the principal and/or
interest due:

Provisions applicable where
calculation by reference to Rate of
Exchange impossible or

impracticable:

86

[e]

[e]

(Specified Period and Specified Interest Payment Dates
are alternatives. A Specified Period, rather than
Specified Interest Payment Dates, will only be relevant
if the Business Day Convention is the FRN Convention,
Floating Rate Convention or Eurodollar Convention.
Otherwise, insert “Not Applicable”)

[e]
(Specified Period and Specified Interest Payment Dates
are alternatives. If the Business Day Convention is the

FRN Convention, Floating Rate Convention or
Eurodollar Convention, insert “Not Applicable”)

[Floating Rate Convention/Following Business Day
Convention/Modified Following Business Day
Convention/ Preceding Business Day Convention/other
(give details)]

[e]

[®] per cent. per annum

[®] per cent. per annum

[e]

[Applicable/Not Applicable]

(If not applicable, delete the remaining sub-paragraphs
of this paragraph)

[give details]

[e]

[e]
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20

21

(iv)

Person at whose option Specified
Currency(ies) is/are payable:

[e]

PROVISIONS RELATING TO REDEMPTION

Call Option

(1)
(i)

(iif)
(iv)

)

Optional Redemption Date(s):

Optional Redemption Amount(s) of
each Note and method, if any, of
calculation of such amount(s):

Redeemable in part:
If redeemable in part:

(a)

Minimum Redemption
Amount:

(b) Maximum Redemption
Amount

Notice period:

Put Option

(1)
(i)

(iif)

Optional Redemption Date(s):

Optional Redemption Amount(s) of
each Note and method, if any, of
calculation of such amount(s):

Notice period:

Final Redemption Amount of each Note

In cases where the Final Redemption

Amount is Index-Linked or other

variable-linked:

(1)
(i)

(iif)

(iv)

Index/Formula/variable:

Calculation Agent responsible for
calculating the Final Redemption
Amount:

Provisions for determining Final

Redemption Amount where
calculated by reference to Index

and/or Formula and/or other variable:

Date for Final

Redemption

determining

Amount where
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[Applicable/Not Applicable]
(If not applicable, delete the remaining sub-paragraphs
of this paragraph)

(o]

[e] per Calculation Amount

[Yes][No]

[e] per Calculation Amount

[e] per Calculation Amount

Minimum period: [e] days
Maximum period: [e] days

[Applicable/Not Applicable]
(If not applicable, delete the remaining sub-paragraphs
of this paragraph)

[e]

[®] per Calculation Amount

Minimum period: [e] days
Maximum period: [e] days

[e] per Calculation Amount

[give or annex details]

[e]

[e]
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23

24

calculation by reference to Index
and/or Formula and/or other variable:

(v) Provisions for determining Final

Redemption Amount where
calculation by reference to Index
and/or Formula and/or other variable
is impossible or impracticable or

otherwise disrupted:

(vi) [Payment Date]:

(vii) Minimum Final Redemption
Amount:

(viil) Maximum Final Redemption
Amount:

Early Redemption Amount

Early Redemption Amount(s) per
Calculation Amount payable on
redemption for taxation reasons or on
event of default or other early redemption
and/or the method of calculating the same
(if required or if different from that set out
in the Conditions):

[e]

(o]

[®] per Calculation Amount

[e] per Calculation Amount

[Not Applicable

[[®] per Calculation Amount] (If each of the Early
Redemption Amount (Tax) and the Early Termination
Amount are the principal amount of the Notes/ specify
the Early Redemption Amount (Tax) and/or the Early
Termination Amount if different from the principal
amount of the Notes)]

GENERAL PROVISIONS APPLICABLE TO THE NOTES

Form of Notes:

Additional Financial Centre(s) or other
special provisions relating to payment
dates:

6
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Bearer Notes:

[Temporary Global Note exchangeable for a Permanent
Global Note which is exchangeable for Definitive
Notes on [@] days’ notice/at any time/in the limited
circumstances specified in the Permanent Global Note]®

[Temporary Global Note exchangeable for Definitive
Notes on [e] days’ notice] ¢

[Permanent Global Note exchangeable for Definitive
Notes on [e] days’ notice/at any time/in the limited
circumstances specified in the Permanent Global Note]®

Registered Notes:

[Global Note Certificate exchangeable for Individual
Note Certificates on [®] days’ notice/at any time/in the
limited circumstances described in the Global Note
Certificate]

[Not Applicable/give details.

Note that this paragraph relates to the date and place of
payment, and not interest period end dates, to which

sub paragraphs 15(iii) and 17(x) relate)

The exchange upon notice/at any time options should not be expressed to be applicable if the Specified Denominations of the Notes in
paragraph 6 includes language that reflects circumstances referred to note 2 above (for example “€100,000 and multiples of €1,000”).



25 Talons for future Coupons or Receipts to [Yes/No. If yes, give details]
be attached to Definitive Notes (and dates
on which such Talons mature):

26 Details relating to Partly Paid Notes: [Not Applicable/give details]
amount of each payment comprising the
Issue Price and date on which each
payment is to be made [and consequences
(if any) of failure to pay, including any
right of the Issuer to forfeit the Notes and
interest due on late payment]:

27 Details relating to Instalment Notes: [Not Applicable/give details]
amount of each instalment, date on which
each payment is to be made:

28 Redenomination, renominalisation and [Not Applicable/The provisions annexed to this Pricing
reconventioning provisions: Supplement apply]
29 Consolidation provisions: The provisions in Condition 18 (Further Issues)

[annexed to this Pricing Supplement] apply

30 Any applicable currency [Not Applicable/give details)
disruption/fallback provisions:

31 Other terms or special conditions: [Not Applicable/give details]
GENERAL

32 The aggregate principal amount of Notes [Not Applicable/U.S.$]
issued has been translated into U.S.§ at
the rate of [®], producing a sum of (for
Notes not denominated in U.S.$):

[Use of Proceeds

[Give details if different from the “Use of Proceeds” section in the Offering Circular]]
[Purpose of the Pricing Supplement

The Pricing Supplement comprises the final terms required for the issue [and] [admission to trading on [specify
relevant market]] of the Notes described herein pursuant to the USD10,000,000,000 Medium Term Note
Programme of Industrial and Commercial Bank of China Limited, London Branch.]

RESPONSIBILITY

The Issuer accepts responsibility for the information contained in this Pricing Supplement. [(Relevant
third party information) has been extracted from (specify source). The Issuer confirms that such information
has been accurately reproduced and that, so far as it is aware, and is able to ascertain from information published
by (specify source), no facts have been omitted which would render the reproduced information inaccurate or
misleading.]

Signed on behalf of Industrial and Commercial Bank of China Limited, London Branch:
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Duly authorised
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PART B - OTHER INFORMATION

1  LISTING

Admission to trading:

2 RATINGS

Ratings:

[Application [has been/is expected to be] made by the Issuer
(or on its behalf) for the Notes to be admitted to trading on
[the London Stock Exchange plc’s International Securities
Market]/[ @] with effect from [®]

(Where documenting a fungible issue need to indicate that
original Notes are already admitted to trading.)

[The Notes to be issued have not been rated. ]

[The Notes to be issued [have been rated] [are expected to be
rated]:

[S&P: [e]]
[Moody’s: [e]]

(The above disclosure should reflect the rating allocated to
Notes of the type being issued under the Programme generally
or, where the issue has been specifically rated, that rating.)

3 INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE [ISSUE/OFFER]

[“Save as discussed in “Subscription and Sale”, so far as the Issuer is aware, no person involved in the
offer of the Notes has an interest material to the offer the [Managers/Dealer] and [their/its] affiliates have

engaged, and may in the future engage, in investment banking and/or commercial banking transactions

with, and may perform other services for, the Issuer and its affiliates in the ordinary course of

business.””][®]]
4  |Fixed Rate Notes only - YIELD

Indication of yield:

5 OPERATIONAL INFORMATION
(1) ISIN:

(i) CFL

(iii) FISN:

(iv) Common Code:

(v) CMU Instrument Number:

(vi) Clearing System:

(vil) Any clearing system(s) other than
Euroclear Bank SA/NV and Clearstream
Banking S.A. or CMU Service and the
relevant identification number(s):

[e]
Calculated as [®] on the Issue Date.

The yield is calculated at the Issue Date on the basis of the
Issue Price. It is not an indication of future yield.

[e]

[[®]/Not Applicable]

[[®]/Not Applicable]

[o]

[e]

[Euroclear Bank SA/NV and Clearstream Banking S.A./CMU
Service]

[Not Applicable/[e]]
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(viii) Delivery:

(ix) Names and addresses of additional
Paying Agent(s) (if any):

6 DISTRIBUTION

(1) Method of distribution:

(i) If syndicated, names of Managers:
(i) Stabilisation Manager(s) (if any):

(iii)) If non-syndicated, name of relevant
Dealer:

(iv) U.S. selling restrictions:

(v) Additional selling restrictions

Delivery [against/free of] payment

[®]/[Not Applicable]

[Syndicated/Non-syndicated]
[Not Applicable/give names]
[Not Applicable/give name]
[Not Applicable/give name]

Reg. S Category [1/2];

[TEFRA C/TEFRA D/TEFRA not applicable]
[Not Applicable/give details]
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN GLOBAL FORM

CLEARING SYSTEM ACCOUNTHOLDERS

In relation to any Tranche of Notes represented by a Global Note in bearer form, references in the Terms
and Conditions of the Notes to “Noteholder” are references to the bearer of the relevant Global Note which, for
so long as the Global Note is held by a depositary or a common depositary for Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system, and/or a sub-custodian for the CMU Service, will be
that depositary, common depositary or sub-custodian, as the case may be.

In relation to any Tranche of Notes represented by a Global Note Certificate, references in the Terms
and Conditions of the Notes to “Noteholder” are references to the person in whose name such Global Note
Certificate is for the time being registered in the Register which, for so long as the Global Note Certificate is
held by or on behalf of a depositary or a common depositary for Euroclear and/or Clearstream, Luxembourg
and/or any other relevant clearing system, and/or a sub-custodian for the CMU Service, will be such depositary
or common depositary, or a nominee for such depositary or common depositary, or such sub-custodian, as the
case may be.

Each of the persons shown in the records of Euroclear and/or Clearstream, Luxembourg and/or any other
relevant clearing system as being entitled to an interest in a Global Note or a Global Note Certificate (each an
“Accountholder”) must look solely to Euroclear and/or Clearstream, Luxembourg and/or such other relevant
clearing system (as the case may be) for such Accountholder’s share of each payment made by the Issuer to the
holder of such Global Note or Global Note Certificate and in relation to all other rights arising under such
Global Note or Global Note Certificate. The extent to which, and the manner in which, Accountholders may
exercise any rights arising under the Global Note or Global Note Certificate will be determined by the respective
rules and procedures of Euroclear and Clearstream, Luxembourg and any other relevant clearing system from
time to time. For so long as the relevant Notes are represented by a Global Note or Global Note Certificate,
Accountholders shall have no claim directly against the Issuer in respect of payments due under the Notes and
such obligations of the Issuer will be discharged by payment to the holder of such Global Note or Global Note
Certificate.

If a Global Note or a Global Note Certificate is lodged with a sub custodian for or registered with the
CMU Service, the person(s) for whose account(s) interests in such Global Note or Global Note Certificate are
credited as being held in the CMU Service in accordance with the CMU Rules as notified by the CMU Service
to the CMU Lodging and Paying Agent in a relevant CMU Instrument Position Report or any other relevant
notification by the CMU Service (which notification, in either case, shall be conclusive evidence of the records
of the CMU Service save in the case of manifest error) shall be the only person(s) entitled or in the case of
Registered Notes, directed or deemed by the CMU Service as entitled to receive payments in respect of Notes
represented by such Global Note or Global Note Certificate and the Issuer will be discharged by payment to, or
to the order of, such person(s) for whose account(s) interests in such Global Note or Global Note Certificate
are credited as being held in the CMU Service in respect of each amount so paid. Each of the persons shown in
the records of the CMU Service, as the beneficial holder of a particular nominal amount of Notes represented
by such Global Note or Global Note Certificate must look solely to the CMU Lodging and Paying Agent for
his share of each payment so made by the Issuer in respect of such Global Note or Global Note Certificate.

CONDITIONS APPLICABLE TO GLOBAL NOTES

Each Global Note and Global Note Certificate will contain provisions which modify the Terms and
Conditions of the Notes as they apply to the Global Note or Global Note Certificate. The following is an
overview of certain of those provisions:
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Payments

All payments in respect of the Global Note or Global Note Certificate which, according to the Terms
and Conditions of the Notes, require presentation and/or surrender of a Note, Note Certificate or Coupon will
be made against presentation and (in the case of payment of principal in full with all interest accrued thereon)
surrender of the Global Note or Global Note Certificate to or to the order of any Paying Agent and will be
effective to satisfy and discharge the corresponding liabilities of the Issuer in respect of the Notes. On each
occasion on which a payment of principal or interest is made in respect of the Global Note, the Issuer shall
procure that the payment is noted in a schedule thereto.

Payment Business Day

In the case of a Global Note, or a Global Note Certificate, shall be, if the currency of payment is euro,
any day which is a TARGET Settlement Day and a day on which dealings in foreign currencies may be carried
on in each (if any) Additional Financial Centre; or, if the currency of payment is not Euro, any day which is a
day on which dealings in foreign currencies may be carried on in the Principal Financial Centre of the currency
of payment and in each (if any) Additional Financial Centre.

Payment Record Date

Each payment in respect of a Global Note Certificate will be made to the person shown as the Holder in
the Register at the close of business (in the relevant clearing system) on the Clearing System Business Day
before the due date for such payment (the “Record Date”) where “Clearing System Business Day” means a
day on which each clearing system for which the Global Note Certificate is being held is open for business.

Exercise of put option

In order to exercise the option contained in Condition 9(e) (Redemption at the option of Noteholders)
the bearer of the Temporary Global Note or Permanent Global Note or the holder of a Global Note Certificate
must, within the period specified in the Conditions for the deposit of the relevant Note and put notice, give
written notice of such exercise to the Fiscal Agent specifying the principal amount of Notes in respect of which
such option is being exercised. Any such notice will be irrevocable and may not be withdrawn.

Partial exercise of call option

In connection with an exercise of the option contained in Condition 9(c) (Redemption at the option of
the Issuer) in relation to some only of the Notes where such Notes are held with Euroclear and/or Clearstream,
Luxembourg, the Temporary Global Note or Permanent Global Note or Global Note Certificate may be
redeemed in part in the principal amount specified by the Issuer in accordance with the Conditions and the
Notes to be redeemed will not be selected as provided in the Conditions but in accordance with the rules and
procedures of Euroclear and Clearstream, Luxembourg (to be reflected in the records of Euroclear and
Clearstream, Luxembourg as either a pool factor or a reduction in principal amount, at their discretion).

Notices

Notwithstanding Condition 19 (Notices), while all the Notes are represented by a Permanent Global Note
(or by a Permanent Global Note and/or a Temporary Global Note) or a Global Note Certificate and the
Permanent Global Note is (or the Permanent Global Note and/or the Temporary Global Note are), or the Global
Note Certificate is, (i) deposited with a depositary or a common depositary for Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system (other than the CMU Service, in respect of which see
(ii) below), notices required pursuant to the Conditions to be given to Noteholders may be given by delivery of
the relevant notice to Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system and,
in any case, such notices shall be deemed to have been given to the Noteholders in accordance with Condition
19 (Notices) on the date of delivery to Euroclear and/or Clearstream, Luxembourg and/or any other relevant
clearing system or (ii) deposited with the CMU Service, notices required pursuant to the Conditions to be given
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to the holders of Notes of the relevant Series may be given by delivery of the relevant notice to the persons
shown in a CMU Instrument Position Report issued by the CMU on the second business day preceding the date
of dispatch of such notice as holding interests in the relevant Global Note or Global Note Certificate.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the Group’s unaudited capitalisation as at 30 June 2018. Please read this
table in conjunction with the Group’s consolidated financial statements and the accompanying notes thereto,
each of which is incorporated by reference in this Offering Circular as described under “Documents
Incorporated by Reference”.

As at 30 June 2018
(RMB millions)
Debt)

Debt securities issued® 579,235
Total debt securities iSSUCd ..............cooooviviiiiiiiiii e 579,235
Equity

Share CaPItal .....cccveiiiiieeciie ettt e st e e esbeeebeesetaeebee e 356,407

Other equity INSEIUMENTS......c.eeivieriieieeie et e e ese e 86,051

RESEIVES ..ttt e 620,942

Retained Profits........cccevierieriieiecieeieseee e 1,115,199

NON-CoNtrolling iNtETESt.......ccoueeruiriiriiriieieie e e 13,602
TOtAl @QUIELY ......eeiiiiiiiieiee e 2,192,201
Total capitalisation® ...................ccooooviiiiiieiieeceeeeeccc e, 2,771,436
Nows:

(1) As at 30 June 2018, we had deposits from customers, amounts due to banks and other financial institutions,
certificates of deposits issued, balances under repurchase agreements, credit commitments (such as approved loans,
undrawn credit card limits, letters of credit, financial guarantees and bank acceptances) and other commitments and
contingencies, including outstanding litigation, that arise from its ordinary course of business..

(2) Since 30 June 2018, we have issued additional debt securities in the ordinary course of business. See “Recent
Developments — Recent Issuances”.

(3) Total capitalisation equals the sum of total debt securities issued and total equity.
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DESCRIPTION OF THE ISSUER

The Bank operates principally in Mainland China, and has an overseas network covering 45 countries
and regions with 420 institutions as of 30 June 2018 (including Hong Kong, Macau, Singapore, Frankfurt,
Luxembourg, Seoul, Tokyo, London, Almaty, Jakarta, Moscow, Doha, Dubai, Abu Dhabi, Sydney, Toronto,
Kuala Lumpur, Hanoi, Bangkok, New York, Karachi, Mumbai, Phnom Penh, Vientiane, Lima, Buenos Aires,
Sao Paulo, Auckland, Kuwait City, Mexico City, Yangon, Riyadh, Istanbul, Prague and Zurich). The Issuer is
the London branch of the Bank. For further details on the principal subsidiaries of the Bank, please refer to the
section “Description of the Bank — Controlled Subsidiaries and Major Equity Participating Company”.

On 8 September 2014, the Prudential Regulation Authority (the “PRA”) and the Financial Conduct
Authority (the “FCA”) authorised the Bank to establish a branch in London. The registered office of the Issuer
is at 81 King William Street, London EC4N 7BG, United Kingdom, with company number FC031145 and
branch number BR016211. The Issuer is also authorised and regulated by the China Banking and Insurance
Regulatory Commission.

The Issuer was the first bank branch to be established in the UK by a Mainland Chinese bank since the
founding of the People’s Republic of China in 1949. The establishment of the Issuer expands the Bank’s
capacity in the UK, particularly in the UK wholesale financial services markets, to support further business and
trade development between the UK and China. The Issuer provides a range of diversified financial products to
its Chinese, UK and international clients in various sectors including commodities, manufacturing, commercial
real estate and financial services. Products offered include commercial lending (syndicated loans), trade finance,
clearing and cash management. The Issuer uses the Group’s advantages and regional resources to provide
comprehensive financial services for Chinese and international companies globally while attracting target
customers on the local market.

LEGAL STATUS

In order for a branch of a bank incorporated outside the United Kingdom to operate in the United
Kingdom, it must register with the Registrar of Companies (England and Wales) pursuant to The Overseas
Companies Regulations 2009 (SI 2009/1801) (Regulations). On 1 July 2011, the Bank registered its London
branch under the name “Industrial and Commercial Bank of China Limited” and, in September 2014, changed
the name of this branch to “Industrial and Commercial Bank of China Limited, London Branch”. Pursuant to
the Companies Act 2006, section 1048(3), an alternative name registered with the Registrar of Companies
(England and Wales) by an overseas company is treated for all purposes of law applying in the United Kingdom
as that company’s corporate name. Therefore, “Industrial and Commercial Bank of China Limited, London
Branch” is merely the corporate name of the Bank in the United Kingdom, and the Issuer has no separate legal
personality from the Bank. As a result of the foregoing, in the case of any default by the Issuer under the Notes
and any subsequent enforcement of an arbitral award in connection therewith, all claims of the holders of the
Notes against the Issuer shall rank pari passu with the claims of other senior unsecured creditors of Industrial
and Commercial Bank of China Limited.

OVERVIEW OF THE UK REGULATORY FRAMEWORK

Prudential Regulation Authority

The PRA, a subsidiary of the Bank of England (the “BoE”), is responsible for micro-prudential
regulation of systemically important firms, including banks, insurers and certain investment firms. These firms
are referred to as PRA-authorised firms.
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The PRA has a general objective: to promote the safety and soundness of regulated firms. The PRA seeks
to meet this objective primarily by seeking to minimise any adverse effects of firm failure on the UK financial
system and by ensuring that firms carry on their business in a way that avoids adverse effects on the system.

The PRA has operational independence from the BoE for day-to-day regulation and supervision of PRA-
authorised firms. Its focus is on setting firm-specific capital requirements. The PRA’s board includes the
Governor of the BoE as chairman and the BoE Deputy Governor for prudential regulation as chief executive.

Financial Conduct Authority

The FCA:

e is responsible for the conduct of business regulation of all firms, including those regulated for prudential
matters by the PRA.

e is responsible for the prudential regulation of firms not regulated by the PRA. These firms are sometimes
referred to as FCA-only firms or FCA-authorised firms.

e has market conduct regulatory functions, with the exception of responsibility for systemically important
infrastructure which is the responsibility of the BoE.

The FCA has a strategic objective and three operational objectives:

e The strategic objective is to ensure that the “relevant markets” function well.
e The operational objectives are:

e to secure an appropriate degree of protection for consumers;

e to protect and enhance the integrity of the UK financial system; and

e to promote effective competition in the interests of consumers.

The FCA is also obliged to discharge its general functions in a way that promotes competition.
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DESCRIPTION OF THE BANK

OVERVIEW

We rank first in the PRC banking industry in terms of each of total assets, market share of loans and
market share of deposits. In 2017, we ranked first in terms of Tier 1 capital among the “Top 1000 World Banks”
by The Banker, ranked first place among the “Global 2000” by Forbes, ranked first place in the sub-list of
commercial banks in terms of operating income of the “Global 500 by Fortune for the fifth year in a row and
ranked first place among the “Top 500 Banking Brands” by Brand Finance for the second consecutive year.

Established on 1 January 1984, we were restructured to become a joint-stock limited company on
28 October 2005. On 27 October 2006, we were successfully listed on both the Shanghai Stock Exchange and
Hong Kong Stock Exchange.

Through our continuous endeavour and stable development, we have developed into the largest listed
bank in the world, possessing an excellent customer base, a diversified business structure, strong innovation
capabilities and market competitiveness. We have established presence in six continents, with a global network
covering 45 countries and regions as of 30 June 2018. In addition, through our equity participation in Standard
Bank Group Limited, we indirectly cover 20 countries in Africa. We provide comprehensive financial products
and services to approximately 6.71 million corporate customers and 587 million personal customers via our
distribution channels consisting of 16,823 institutions, including 16,403 domestic institutions and 420 overseas
institutions and 1,543 overseas correspondent banks in 146 countries as of 30 June 2018, as well as through our
E-banking network comprising a range of Internet and telephone banking services and self-service banking
centres, forming a diversified and internationalised operating structure focusing on commercial banking
business and maintaining a leading position in the domestic market in the commercial banking sector. As one
of the leading commercial banks in terms of global presence and asset size, we implemented the “Belt and Road
Initiative”. We have carried out a number of projects and maintained 129 institutions in 20 countries and regions
along the “Belt and Road” as of 30 June 2018.

We provide customers with a wide range of financial products and services and have formed a cross-
market, internationalised and integrated business model with a focus on commercial banking. We have
maintained a leading position among PRC commercial banks in most of our core and emerging businesses.

We believe that “Industrial and Commercial Bank of China” is one of the most recognised financial
service brand names in the PRC with significant international influence. We have won numerous awards over
the years, including, among others:

° the first place among the “Global 2000” in 2017 by Forbes;
° the first place among the “Top 1000 World Banks” in 2017 by The Banker;

° “World’s Best Emerging Markets Bank”, “Best Bank in Asia-Pacific”, “Best Bank in China”,
“Best Corporate Bank in China”, “Best Asset Manager”, “Best Private Bank for Millennials”,

“Best Bank for Renewable Energy”, “Best Corporate/Institutional Digital Banks in China” and
“Best Consumer Digital Banks in China” in 2017 by Global Finance;

° “Best Bank for Advising Chinese Institutions on BRI, “Best Chinese bank in Southeast Asia for
BRI” and “Best Chinese bank in Central & Eastern Europe for BRI” in 2017 by Asiamoney;

° “Best Bank in China”, “Best Private Bank in China” and “Best Wealth Manager in China”, “Best
Commodities Derivatives House in China”, “Best Bond Advisor in China” and “Asset Corporate
Award — Platinum Award” in 2017 by The Asset;
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° “Best Bank in China” and “Best DCM House” in 2017 by FinanceAsia; and

° “Custodian Bank of the Year in China”, “Best Mega Private Bank in China”, “Achievement in
Market Risk Management Award in China”, “Best Transaction Bank in China” and “Best Cash
Management Bank in China” in 2017 by The Asian Banker.

We strive to duly implement the organic unification of economic and social responsibilities, gaining
wide social recognition for supporting economic and social development, protecting environment and
resources, and participating in community services. In recent years, we have won awards from various
institutions including “Best Social Responsibility Financial Institution Award” and “Best Social Contribution
Award” by China Banking Association and “Best Chinese State-owned Listed Companies on Corporate Social
Responsibilities Award” by Southern Weekly.

For the years ended 31 December 2016 and 2017 and the six months ended 30 June 2017 and 2018, we
achieved profit for the year or period of RMB279,106 million, RMB287,451 million, RMB 153,687 million and
RMB160,657 million, respectively. As at 31 December 2016 and 2017 and 30 June 2018, we had total assets of
RMB24,137,265 million, RMB26,087,043million and RMB27,303,080 million, respectively, and our net loans
and advances to customers totalled RMB12,767,334 million, RMB13,892,966 million and RMB14,536,141
million, respectively.

OUR COMPETITIVE STRENGTHS

We possess a leading market position in the PRC with growing international influence.

We have set our vision to become “a global leading bank with the best profitability, performance and
prestige”. We believe that “Industrial and Commercial Bank of China” has become one of the PRC’s best known
brand names in the financial services industry, and our international influence is also expanding rapidly.

We rank first in the PRC banking industry in terms of each of total assets, market share of loans and
market share of deposits, and we benefit from the scale of our operations. Based on statistics of the PBOC, as
at 31 December 2017, our corporate customers increased by 487,000 over the end of the previous year to
6,271,000 and we ranked first in the PRC banking industry in terms of each of corporate deposits and corporate
loans. We are also an industry leader in terms of the size of personal loans. As at 30 June 2018, we had
RMB27,303,080 million in total assets.

We are one of the highest-rated domestic Chinese commercial banks in terms of credit ratings. Currently,
we have a rating of “A” with a stable outlook by S&P Global Ratings Hong Kong Limited (“S&P”) and a rating
of “A1” with a stable outlook by Moody’s Investors Service Hong Kong Ltd. (“Moody’s”). Neither Moody’s
nor S&P is established in the European Union. However, the ratings they have given to the Issuer are endorsed
by Moody’s Investors Service Ltd. and Standard & Poor’s Credit Market Services Europe Ltd., respectively.
Each of Moody’s Investors Service Ltd. and Standard & Poor’s Credit Market Services Ltd. is established in
the European Union and registered under the CRA Regulation.

With respect to our traditional banking business, we have further strengthened our competitive
advantages and leading position, and our corporate loans and deposits and individual loans and deposits
businesses have been growing steadily in recent years. As at 31 December 2017, our balance of Renminbi
deposits was RMB164.1 trillion, representing a year-on-year increase of 9.0 per cent.. With respect to our
emerging businesses and intermediary businesses, we have maintained a high level of growth and development
in these areas and further expanded our competitive advantages. As at 31 December 2017, our social financing
increased by RMB19.44 trillion year-on-year.
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Leveraging on the growth of the PRC economy, we have enhanced our global influence. In recent years,
with our strong corporate culture, management capability and operating performance, we have received
numerous industry awards from various well-known international media publications and other institutions.

We have transformed our business operations successfully and have created a leading business
model in the PRC banking industry.

We have transformed our business and optimised our business structure to create a business model that
we believe balances risks and benefits and has strong sustainability. We have optimised our asset and liability
structure. With respect to assets, we have improved our returns on loans, while maintaining a low proportion of
high-risk assets. As at 30 June 2018, our risk-weighted assets to total assets ratio was 61.82 per cent. and our
loan-to-deposit ratio was 69.7 per cent. At the same time, in view of the state of the PRC economy and guidance
from state macro-control policy, we have maintained reasonable and balanced growth of our total amount of
credit, and, on this basis, we have shifted the focus of our work to the adjustment and optimisation of our credit
structure and the cultivation of new growth areas. We have optimised our corporate loan product mix in terms
of industry allocation, customer allocation and geographical allocation. We have supported the “13% Five-Year
Plan”, “four regions”, “three supporting belts”, the construction of Xiong’an New Area, and other key projects
and programs. Domestic project loans in the amount of RMB 1.14 trillion were extended accumulatively during
the year ended 31 December 2017, representing an increase of RMB193 billion compared with the same period
in the previous year. We also supported 123 “Going Global” projects with a total loan amount of U.S.$33.9
billion. High quality businesses with strong growth potential, such as personal loans, loans to SMEs and trade
finance, have been increasing, which has promoted the development of our large, medium and small customer
base and the development of both traditional and emerging markets. With respect to liabilities, through the sale
of wealth management products, we re-directed high-cost term deposits and generated income from transaction
fees. Meanwhile, we optimised the liabilities structure and effectively controlled the cost of capital.

We have continued to optimise our income structure. We significantly enhanced our efforts to develop
low capital consumption intermediary businesses and emerging businesses. In addition, we have pushed
forward the diversification of our businesses and promoted a more diversified, stable and balanced income
structure. We believe our intermediary businesses lead our peers in terms of both volume and pace of growth.
For the year ended 31 December 2016, our fee and commission income was RMB164.7 billion. For the year
ended 31 December 2017, our fee and commission income was RMB158.7 billion, representing a decrease of
3.7 per cent. over the year ended 31 December 2016. For the six months ended 30 June 2018, our fee and
commission income was RMB87.7 billion, representing an increase of 2.7 per cent. as compared to the same
period in 2017, as a result of the Bank actively reducing fees and offering discounts. Income from agency funds
and insurance, investment and financing consulting, bond issuance and underwriting, corporate wealth
management services, asset custody and other business decreased due to volatility in the bond and capital
markets, insurance product regulation, replacement of business tax with value added tax and other factors during
the reporting period.

We have established an extensive customer base and effective distribution channels.

We have an extensive customer base. As at 30 June 2018, we had approximately 6.71 million corporate
customers and 587 million personal customers. We have an industry-leading corporate customer base, and the
number of high quality corporate banking customers has been increasing. Our optimised customer structure has
not only provided us with steady sources of funds and promoted the sound growth of our corporate credit
business, but also has laid a solid foundation for the fast growth of our corporate intermediary business. The
proportion of our customer base represented by medium and high-end individual customers has increased
rapidly in recent periods. Our high end individual customer base provides strong support for the further
development of our personal financial products and services.
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‘We have established a well-structured, extensive and efficient distribution network. As at 30 June 2018,
we had 16,403 domestic institutions and 420 overseas institutions in 45 countries and regions and indirectly
covered 20 African countries through our equity participation in Standard Bank Group Limited. We also
established correspondent relationships with 1,543 overseas banks in 146 countries and regions, with a service
network covering Asia, Africa, Latin America, Europe, North America and Australia, including major
international financial centres. We maintained 129 institutions in 20 countries and regions along the “Belt and
Road” as of 30 June 2018. We have strengthened our network by adjusting the geographical allocation of our
branch network and upgrading outlets. We have further diversified our distribution channels in order to enhance
our ability to provide individualised services. We have continued to upgrade our operational network, strengthen
the build-up of our customer management team and improve our multi-level customer service system and our
customer service capabilities.

We have a leading position in the industry in terms of E-banking capability and technological
development.

We have actively promoted our electronic banking platform, E-banking, as a substitute for traditional
physical outlets. Through our customer- and market-oriented services, we have consolidated our leading
position in E-banking, accelerated the development of new fields, markets and customers, as well as the
expansion of overseas businesses. To ensure balanced and rapid development of the scale, quality and efficiency
of our E-banking business, we have further strengthened our risk prevention and control capabilities.

We promote our “ICBC Mobile Banking” brand, and also focus on expanding our business in markets
such as mobile banking and e-commerce to increase our brand awareness, thereby further enhancing our market
competitiveness. The increase in our E-banking transactions to total transactions ratios has continuously
accelerated. In the six months ended 30 June 2018, the E-banking transaction amount reached RMB338 trillion,
and the number of E-banking transactions accounted for 97.9 per cent. of our total transactions, rising by 3.0
per cent. from the end of 2017. As at 31 December 2017, our e-commerce platform “ICBC Mall”, which was
developed for high-quality e-commerce and building a one-stop commercial and financial services platform
with e-commerce as the core and finance as the foundation, achieved an accumulative transaction amount of
RMB1.03 trillion and our instant messaging platform “ICBC Link”, the main bearer of scenarios and the main
portal for users which was built as an interactive service platform covering both online and offline users, had
114 million registered users. As at 30 June 2018, ICBC Mall achieved an accumulative transaction amount of
RMB644.2 billion.

We believe we have a leading position in the industry in terms of our E-banking capability. In recent
years, we have received numerous awards such as the “Best Consumer Digital Bank in China” and “Best
Corporate Digital Bank in China” by Global Finance, “Best Mobile Banking” by Sina.com, “Best Mobile
Banking Brand” by JRJ.com, “eStareBest Mobile Banking Award” by Analysys, “Best Personal Internet
Banking” and “Best Internet Banking” by China Financial Certification Authority, “Consumer Satisfaction
Awards: Internet Banking Service” by Bankrate.com.cn, “Best Practices in Financial Internet” by China
Internet Banking Union, “Gold E-banking of the Year” by Financial Money, “Best Internet Trade Finance
Bank” by China Banking Association, “Best Mobile Banking Award” and “Best Personal Online Banking
Award” by China Financial Certification Authority, “Excellent Mobile Banking Award of the Year” by China
Times, “Top Ten Innovative Institutions in Internet-based Finance” by The Chinese Banker, “Best Internet
Financing Bank of the Year” by Ifeng.com, “User’s Favorite Brand Best Internet Finance Bank of the Year” by
Caijing.com, “E-Banking Innovation Award” by China Internet Banking Union and “China FinTech Product
Innovation Award — Open Online Banking” by FinTech Entrepreneurship Innovation Program.
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We have further enhanced our risk control capability by establishing an advanced, quantitative and
comprehensive risk management system.

We have improved our risk management capabilities, implemented our “Full Process” and “Full

Coverage” risk management model and adopted “New Standards” and “New Technology”.

“Full Process” — Our risk management system covers the complete process of risk identification
and quantification, control, monitoring, assessment and reporting, constituting a developed
comprehensive risk management organisational structure and system.

“Full Coverage” — Our risk management system comprehensively covers all of our domestic
and overseas branches, subsidiaries and businesses and has been able to identify, measure,
monitor and assess our overall risks. We have established a management system for our
consolidated entities and have enhanced our internal transaction management as well as the risk
management evaluation for our overseas branches. Our internal rating-based approach has been
applied to the whole risk management process from marketing, rating, pricing, approval and
authorisation to quality categorisation. We have further expanded the coverage of our industry
credit policy and risk limit management and enhanced our credit policy management system.

“New Standards” — In line with the CBIRC’s guidance for the implementation of the new capital
regulatory standards, we have strengthened our enterprise risk management systems, improved
credit risk management and accelerated market risk management. We believe we maintain a
leading level in operational risk management among our peers in the PRC and have implemented
prudent liquidity risk management. In 2012, the former CBRC inspected and accepted the
implementation of our advanced capital management methods, and our board of directors (the
“Board”) reviewed and approved the Compliance & Implementation Planning for Three Pillars
of the Administrative Measures pursuant to the Capital Regulation (“Pillar 3”). By the end of
2012, we had met the requirements under the Administrative Measures for the Capital of
Commercial Banks of the PRC (Provisional) in information disclosure under Pillar 3. In April
2014, the former CBRC approved the implementation of advanced capital management in six
PRC banks including us. The implementation of advanced capital management will promote the
adjustment of the asset portfolios of commercial banks in the PRC, enhance capital efficiency
and improve capital management capabilities.

“New Technology” — We have built what we believe to be a leading risk management
information system in the PRC, which is centralised, refined, streamlined and quantitative and
features rigorous controls. We believe that this system conforms to the needs of the expansion of
our overseas business and credit management process and reflects the latest measurement
technology. We have also established a two-dimensional rating system consisting of customer
rating and loan rating. We are able to scientifically measure the probability of default and loss-
given-default and apply such probability to our risk control and provisioning process. We can
calculate the rate of return based on the risk adjustment through the customer rating and the risk-
adjusted return on capital system, which provides an important basis for our decision-making on
lending. We adopted our internal model approach (“IMA”) to market risk, developed a global
market risk management system through extension of its coverage to overseas institutions and
optimised the function of our risk management systems.

Our industry-leading risk management capability has helped us to maintain a low NPL ratio in terms of

newly issued loans. Our NPL ratio as at 30 June 2018 was 1.54 per cent.
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Our advanced information technology systems provide strong support for our business innovation
and development.

We believe that we have in place one of the most advanced information technology systems among all
commercial banks in the PRC. Since our initial public offering, we have focused on implementing our
“technology driven” development strategy. Our advanced information technology systems have enabled us to
maintain a competitive position in various fields such as customer service, product innovation, risk
management, operation process re-engineering and electronic banking network expansion.

We have maintained the security and stability of our information technology systems despite a significant
increase in our business volumes. We were the first among the five major PRC commercial banks (Industrial
and Commercial Bank of China Limited, China Construction Bank Corporation, Bank of China Limited,
Agricultural Bank of China Limited and Bank of Communication Co., Ltd) to achieve data centralisation, and
we were the first large-scale commercial bank in the PRC to adopt a centralised full-function banking system
that enables real-time processing of bank-wide data. We have continued to strengthen our information security
and protection, and improved our disaster recovery systems. The establishment of two key data centres (one
primary and one backup) in Beijing and Shanghai in 2002 made us the first among PRC banks to complete the
data centralisation. Also, we set up a local data centre in Shanghai in June 2015, enabling a full switchover
between data centres within minutes.

We have significant capacity internally for continued research and development of our global banking
systems and have researched and developed our fourth generation core information system on our own
initiatives. We have increased our technological support for our overseas institutions and completed the
establishment of systems relating to RMB clearing at our Singapore Branch. We have extended our integrated
business processing system (“FOVA”) to cover certain of our overseas institutions. We have also promoted the
Internet banking and mobile banking systems of our wholly owned Hong Kong subsidiary, Industrial and
Commercial Bank of China (Asia) Limited (“ICBC (Asia)”), and have extended our Internet banking coverage
to our overseas institutions.

We have established a centralised technology organisation system, formed information technology
management and information technology approval committees and formulated complete and sound information
technology management systems, technical standards and norms in the PRC banking industry. We have one of
the largest and strongest technology teams in the PRC banking industry. In 2017 and the six months ended 30
June 2018, we obtained 50 and 28, respectively, new patents from the State Intellectual Property Office, and as
at 30 June 2018 we held 534 patents.

We have steadily implemented our internationalisation and integration strategy for development
and enhanced our capability as a comprehensive financial services provider.

Since our initial public offering, we have seized development opportunities domestically and overseas
and steadily implemented our internationalisation and integration strategies, thereby enhancing our capability
in cross-region, cross-market and cross-product services. We have accelerated the establishment of our global
operation network and enhanced our international service capability by carrying out the following initiatives:

. with a particular emphasis on Asian and other emerging markets, we have focused on growing
our businesses in both emerging and developed markets, have expanded our overseas operation
network through both organic growth and strategic mergers and acquisitions and have set up both
physical outlets and electronic channels;

° leveraging our overseas integrated business licence as well as the strong product support from
FOVA for overseas institutions, we have built up our important global product lines, including
retail, funds clearing, trade finance, global cash management, specialty financing, investment
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banking, bank card, Internet banking and asset management, while managing our core businesses
including loans, deposits and foreign exchange services; and

° following closely the trend of PRC enterprises expanding their businesses globally, we have
promoted the RMB settlement business for cross-border trades and strengthened our integrated
ability to serve global customers.

We have established a global network with 420 overseas institutions in 45 countries and regions as at 30
June 2018. On that basis, we have gradually shifted the focus of our internationalisation strategy to the localised,
mainstream and differentiated development of overseas institutions. Through strengthening the extension of
key product lines abroad and interactions between domestic and overseas operations, we have improved the
competitiveness, operation and development of our overseas institutions. In addition, we entered into a series
of transactions in recent years to acquire equity interests in overseas banks and financial institutions, such as a
60 per cent. stake in ICBC Standard Bank Plc in the United Kingdom and a 92.84 per cent. stake in Tekstil
Bankasi A.S. (“Tekstilbank™) in Turkey, in order to further strengthen our global network. Our acquisition of
a 60 per cent. stake in ICBC Standard Bank Plc was formally completed on 1 February 2015. In July 2015, the
Capital Markets Board of Turkey approved our application for approval of making a tender offer for the
remaining shares of Tekstilbank held by public shareholders. For further details about our international
operations, see “— International Operations and Diversified Operations”.

Our overseas branches in Singapore, Luxembourg, Qatar, Canada, Thailand, Argentina and Russia have
obtained the qualification to become RMB clearing banks, making us the first PRC financial institution with
branches with RMB clearing capability in Asia, Europe, and the Americas and establishing a truly global RMB
clearing system operating 24 hours a day and a solid foundation for further promoting cross-border RMB
transactions. In 2017, our cross-border RMB business volume reached RMB3.90 trillion. In the six months
ended 30 June 2018, our cross-border RMB business volume reached RMB2.38 trillion, representing an
increase of 25.6 per cent. compared with the six months ended 30 June 2017. Our RMB clearing capability has
facilitated cross-border RMB transactions and promoted the internationalisation of RMB.

In addition, leveraging our advantages in customer relations, capital management and information
technology systems, we have proactively set up and accelerated the development of licensed non-banking
financial businesses such as investment banking, fund management, financial leasing and insurance with a view
to satisfying our customers’ increasingly diversified needs for integrated financial services. ICBC International
Holdings Limited (“ICBC International”) through its licensed subsidiaries has actively participated in Hong
Kong listings by large multinational corporations and domestic companies and has developed its bond
underwriting businesses, through which it has created a more balanced and stable income structure. ICBC Credit
Suisse Asset Management Co., Ltd. (“ICBC Credit Suisse Asset Management”) has leveraged its asset
management platform, continued to develop new products, expanded its investment management system and
realised steady growth in business performance, taking a lead among bank-affiliated fund management
companies in the PRC. ICBC Financial Leasing Co., Ltd. (“ICBC Leasing”) continues to work towards
expanding its business, quickening its operating transformation and proactively developing leasing products.
Relying on our dominant position, [CBC-AXA Assurance Co., Ltd. (“ICBC-AXA”) has adopted a strategy of
localised and independent operations and development, deepening bancassurance cooperation and intensifying
product development efforts. Recently, we also established ICBC Asset Management (Global) Company
Limited in Hong Kong, creating a unified global asset management platform for the Group.

On 8 December 2016, the Board resolved that we shall establish ICBC Asset Management Co., Ltd
(“ICBC Asset Management”) in Beijing with an investment of RMB12 billion, representing 100 per cent. of
the registered capital of ICBC Asset Management. ICBC Asset Management will be dedicated to our debt for
equity swaps business, and will take overall responsibility for the implementation of the debt for equity swaps
business for the entire Group. It is contemplated that ICBC Asset Management will carry out debt acquisition,
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debt for equity swaps, asset disposal and other asset management related to debt for equity swaps as required
for the debt for equity swaps business, subject to the final scope of business approved by the regulatory
authority. The investment will be financed by our own funds. The investment is expected to generate reasonable
investment returns for us, promote the upgrade of our conventional business, expand the means for our business
innovation, improve our diversified financial service capability, and further consolidate Group resources to push
forward the specialised operation of business in the relevant fields. The investment should reduce the enterprise
leverage ratio and is consistent with our strategy to develop diversified financial services.

Our senior management team has extensive experience, and their vision has helped us maintain our
leading position in the PRC banking industry.

Our senior management team has extensive experience in the PRC commercial banking industry. Our
chairman, Mr. Yi Huiman, joined us in 1985 and has over 30 years of experience in the PRC banking industry.
Our president, Mr. Gu Shu, joined us in 1998 and has nearly 20 years of experience in the PRC banking industry.
Our senior management also has long term strategic vision and keen insight into the PRC banking industry.
Under their leadership, we have established an industry-leading operating model in the PRC. We have actively
responded to changes in the external environment, continued our product development and business
innovations, established powerful information technology systems and became the first in the PRC banking
industry to establish a comprehensive risk management system. Our senior management team has led our
transformation from the PRC’s largest bank to a leading international bank.

Although we have faced adverse external conditions caused by the global financial crisis as well as
increasing competition in the industry, we have continued our prudent operations, accelerated our business
transformation and maintained smooth and steady development under the leadership of our management team.
We believe that our strong management team will be able to lead us in maintaining our competitive advantages
in the future, laying a solid foundation for our long-term sustainable growth.

OUR STRATEGIES

Our goal is to become “a global leading bank with the best profitability, performance and prestige”. We
aim to strengthen our market position in the PRC banking industry and focus on transforming ourselves into a
world-class financial institution. Our overall goal is to maximise shareholder return and achieve sustainable
growth. We intend to achieve this through the following strategies:

Continuing to optimise our asset and liability structure.

We aim to optimise our business operations by focusing on new businesses with high-growth potential,
including individual loans, trade finance and loans to SMEs, as well as high-growth industries, such as strategic
emerging industries, internet sector, service sectors and household products sectors, to further develop our
customer base and targeted markets. We intend to maintain a prudent lending policy by promoting our
businesses to customers in environmentally friendly sectors and reducing our exposure to industries with high
energy consumption and over-capacity.

With regard to liabilities, we will continue to focus on the sale of wealth management products in order
to shift our focus from high-cost term deposits and to generate income from transaction fees. We also plan to
focus on low-cost demand deposits and interbank deposits in order to optimise our liability structure and achieve
reductions in our cost of capital. In order to optimise our income structure, we aim to continue to focus on low
capital consumption intermediary businesses (namely settlement, clearing and cash management, personal
wealth management and private banking, investment banking, bank cards and emerging businesses) in order to
diversify our business and achieve a more stable and balanced income structure.
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Diversifying revenue and asset mix by expanding into higher growth non-credit businesses.

We plan to diversify our revenue sources by continuing to develop our non-credit businesses. We believe
that many fee and commission-based products and services will experience strong growth over the next few
years as the PRC economy continues to grow, the PRC financial services sector experiences further
liberalisation and our customers’ banking needs become more sophisticated. We plan to increase our support
and investment in asset management and financial leasing businesses and to expand into other non-credit
businesses such as financial insurance.

° In corporate banking, we intend to continue to focus our team of customer relationship managers
on important customers by size while expanding the range of products and service offerings to
such customers, including insurance brokerage, asset custody, cash management, bank cards and
payroll services to insurance companies. We also intend to continue to improve the synergies
between our corporate banking and investment banking businesses.

° In personal banking, we plan to further develop personal wealth management and other
investment products, standardising services and distribution bank-wide to provide tailored
products and services focused on high net worth customers and customer groups with high growth
potential.

] In our treasury business, we intend to continue to enhance our investment and trading capabilities,
upgrade our trading systems, improve the quality of investment and trading personnel, develop
new products and services, strengthen our liquidity management and increase the return on our
non-credit assets.

] In addition, in light of the opportunities presented as a result of increasing globalisation of the
RMB, we plan to further develop our cross-border RMB businesses and to improve our RMB
settlement system.

We believe that by offering a broader range of non-credit products and services coupled with prudent
risk management, we will not only improve customer satisfaction and attract new customers, but also create
attractive new revenue sources and improve our overall profitability.

Strategically expanding our traditional branch network and enhancing sales and marketing
capabilities through electronic banking operations and cross-market and integrated operating
platforms.

In order to further enhance the marketing of our products and services and to achieve greater operational
efficiencies, we intend to fully leverage our advanced information technology platform and customer
relationship management systems. We intend to actively cross-sell our products and services to our existing
customers and provide enterprise with more flexible and diverse financial service options through our extensive
network and cross-market and integrated operating platforms. Furthermore, we plan to expand our electronic
banking operations through installing additional ATMs and upgrading our technology platforms for mobile and
Internet banking services to deliver more products and services to our customers in a timely, reliable and
convenient manner and to further increase revenue derived from our electronic banking platform.

Continuing to invest in information technology infrastructure and to utilise advanced technology to
support our growing business.

We aim to further invest in information technology infrastructure and to apply data analytics, cloud
computing and mobile Internet technologies in areas such as marketing and sales, customer services, product
innovation and risk control in order to support our business, with a focus on the integration of finance and
technology. We will continue developing our three major platforms: “ICBC Mall”, “ICBC Mobile” and “ICBC
Link”. We intend to use the technology at our disposal to gain more insight into our customers’ demands, to
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increase our business and risk management capabilities and effectiveness, to strengthen dynamic risk
assessment and real time alert controls and to develop an integrated platform combining online and offline
services for our customers.

Continuing to strengthen risk management and internal control systems.

We believe effective risk management is an essential component of our overall business strategy. We
plan to continue to align our risk management and internal control capabilities with international best practices.
We intend to continue to implement enhanced risk management procedures for credit exposures, such as
improving our risk warning and early identification and prevention and mitigation capabilities. We are also
instituting changes to further strengthen the independence of our internal control functions and to improve our
bank-wide internal control systems. We also seek to continue to improve our risk management capabilities by
enhancing our asset and liability management capabilities and by further centralising our risk management.

Enhancing employee performance through performance-linked incentive schemes and regular
training and development initiatives.

We intend to continue to manage our human resources through various initiatives in order to support our
business strategies. We have introduced four career tracks into our human resource system, namely,
“managerial”, “professional”, “sales and marketing” and “operational”, in order to facilitate employee career
development and enhance performance appraisal and remuneration measures. We intend to continue to provide
training and development programmes for our employees to enhance their skills and professional development.
We also intend to further improve our management and employee incentive system, including adopting an
economic value-added-based incentive scheme, such that an employee’s income is tied to his or her personal
performance and the contribution made by his or her respective work units. We believe that through these
initiatives, we can attract, retain, motivate and develop a workforce of high quality.

OUR BUSINESS OPERATIONS

Our principal businesses include corporate banking, personal banking, financial asset services and
treasury operations.

Corporate Banking

Our corporate banking products and services include corporate deposits and loans, SME business,
institutional banking business, settlement and cash management, international settlement and trade finance and
investment banking.

We believe we have the largest corporate banking customer base in the PRC. As at 31 December 2016
and 2017 and 30 June 2018, the number of our corporate customers was 5.8 million, 6.3 million and 6.7 million,
respectively, with an increase of 6.4 per cent. from 31 December 2017 to 30 June 2018. We provide a wide
range of corporate banking products and services to state owned enterprises, privately owned enterprises,
foreign-invested enterprises, government authorities and other entities. Our corporate banking business has
maintained a leading position in the PRC banking industry. Our corporate loan business maintained steady
growth of loan portfolio size with continued optimisation of term structure and product structure. We also
continue to lead the PRC corporate deposits market, with the mix between time deposits and demand deposits
being generally maintained at a steady level.

Corporate Loans
Corporate loans represent the largest portion of our loan portfolio. Our corporate loans include short-
term loans and medium to long-term loans. As at 31 December 2016 and 2017, the balance of our corporate
loans was RMBS,140.7 billion and RMB8,936.9 billion, respectively. As at 30 June 2018, our corporate loans
further increased to RMB9,341.4 billion.
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We provide short-term loans with maturities of up to one year to our corporate banking customers. A
substantial majority of our short-term corporate loans are working capital loans including trade finance loans.
In addition, we provide our corporate banking customers with bills discounting, factoring and forfeiting loans.
As at 31 December 2017, the balance of our short-term corporate loans amounted to RMB2,802.5 billion,
accounting for approximately 31.4 per cent. of the balance of our corporate loans. As at 30 June 2018, the
balance of our short-term corporate loans amounted to RMB2,753.5 billion, accounting for approximately 29.5
per cent. of the balance of our corporate loans.

Our medium to long-term corporate loans generally feature terms ranging from one year to 10 years and
primarily comprise project loans and property loans. As at 31 December 2017, the balance of our medium to
long-term corporate loans amounted to RMB6,134.3 billion, accounting for approximately 68.6 per cent. of the
balance of our corporate loans. As at 30 June 2018, the balance of our medium to long-term corporate loans
amounted to RMB6,587.9 billion, accounting for approximately 70.5 per cent. of the balance of our corporate
loans.

In recent years, we have adopted the following measures to promote the stable growth and structural
optimisation of our corporate loans business:

° in response to changes in the macroeconomic environment, we optimised the distribution of our
lending and further adjusted our credit structure to promote the stable and healthy development
of our credit business;

° we proactively provided support for the real economy, satisfied funding needs of key national
and regional projects and extended more loans to Central and Western China and Northeastern
China;

° we allocated additional financial resources to key industries and quality customers so as to

support key national projects under construction and expanded our businesses in areas such as
urbanisation-related industries, basic industries and infrastructure, energy and resources, modern
services industries, advanced manufacturing, cultural industries, environmental protection,
energy conservation and modern agriculture;

o we strengthened the management of our lending to LGFVs and controlled loans to the real estate
industry and industries with over-capacity, and gave financial support to various energy
conservation and emission reduction projects;

. we accelerated the development of our supply chain financing, including providing e-supply
chain financing products in order to enhance the development of trade finance and SME credit
business; and

° we increased our efforts to compete for major corporate customers and industrial leaders, and
sought new customers among core enterprises and upstream and downstream SMEs of supply
chains, in an effort to achieve balanced growth of high quality large, medium and small corporate
customers.

Corporate Deposits

We provide corporate banking customers with multiple demand and time deposit-taking services in RMB
and major foreign currencies. Corporate deposits constitute our major source of funds. The maximum interest
rates we are permitted to pay on regular time deposits and demand deposits are set by the PBOC. In response
to challenges posed by the liberalisation of interest rates, we leveraged our advantages in integrated financial
services such as corporate wealth management, cash management, E-banking and assets custody to increase
our market competitiveness in the corporate deposits business.
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As at 31 December 2016 and 2017, the balance of our corporate deposits was RMB9,448.5 billion and
RMB10,705.5 billion, respectively. As at 30 June 2018, our corporate deposits further increased to
RMB11,423.3 billion.

Inclusive Finance

We offer comprehensive financial services to SMEs to satisfy their settlement and financing needs. We
offer short-term and medium to long-term financing services to SMEs as well as settlement, treasury and cash
management services in relation to domestic and international trade. SMEs may obtain loans secured by their
real estate properties, inventory, receivables or financial notes and guarantees as collateral, or they may obtain
loans based on credit.

As at 31 December 2016 and 2017, the balance of our domestic branches’ loans to SMEs was
RMB4,803.7 billion and RMBS5,166.6 billion, respectively, including RMB2,769.7 billion and RMB2,947.0
billion, respectively, to medium-sized enterprises and RMB2,034.0 billion and RMB2,219.6 billion,
respectively, to small and micro enterprises. As at 30 June 2018, the balance of domestic branches’ loans to
small and micro enterprises was RMB2.18 trillion, of which the loans to small and micro enterprises with total
loans of no more than RMB10 million for each enterprise was RMB318,333 million, representing an increase
of RMB45,851 million or 16.8 per cent. compared to 31 December 2017.

In line with the PRC Government’s policies to support the development of SMEs, we optimised our
financial services to SMEs and have sought to provide professional, efficient and convenient financial services
to SMEs. In recent years, we have implemented the following measures to promote our inclusive finance

business:

° we promoted our specialised operations targeting SMEs and increased the number of employees
qualified for SME credit business;

o we established an independent micro and small enterprise banking business management system,
launched the pilot micro and small enterprise banking centre, developed the institutions
specialising in micro and small enterprise banking in a practical manner and improved the
intensive and professional operation. As at 30 June 2018, we had established 234 small and micro
enterprise banking centres;

° we accelerated the introduction of new products and promoted financing products for SMEs such
as small business online revolving loans, credit-based lending, loans for operating assets
improvement, facilities mortgages and the “Easy Loan Corporate Card”;

] we provided financial solutions to small and micro enterprises in specialised markets and
industrial clusters so as to expand our customer base;

. we strictly controlled credit risks to ensure the sound development of our small enterprise credit
business; and

. we introduced pilot medium and long-term credit products such as commercial housing mortgage

loans and property building loans to SMEs, and we designed “tourism loans” products for tourist
attraction developers secured by the right to charge for the attraction.

In 2013, we were awarded the “Advanced Unit of National Banking Financial Institutions to Provide
Financial Services for Small and Micro Enterprises” by the CBRC and the “Outstanding Contribution Award
in Financing for Small and Medium-sized Enterprises” by the China Association of Small and Medium
Enterprises. In 2014, we won the “Award of Outstanding Contribution to Micro and Small Enterprise Finance”
by National Business Daily. In 2016 and 2017, we were awarded the “SME Business Bank with Excellent
Competitiveness” by China Business Journal.
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Institutional Banking

Our institutional banking businesses include financial services provided via our cooperation with
securities companies, insurance companies, other banks, governmental agencies and futures companies.

In recent years, we have carried out various strategic initiatives to enhance the sustainable development
of our institutional banking business. We offer diversified financial services to institutional customers covering
assets, liabilities and intermediary services. We have improved financial services relating to the livelihood of
our customers, such as social insurance, housing allowance, finance, education and medical care. Furthermore,
we improved our diversified financial services package, initiated inter-bank cooperation and effectively
consolidated partnership with our customers. In particular, we have implemented the following measures:

° we developed our five service platform systems relating to social insurance, housing allowance,
finance, education and medical care and improved our diversified financial services package;

° we focused on developing and improving our services, explored different market segments and
sought to maintain and improve our institutional banking competitiveness, which contributed to
the development of our institutional banking business;

° we promoted inter-bank cooperation and the development of businesses such as RMB financing,
payment and settlement agency, foreign exchange clearing, international settlement, trade
finance, domestic foreign-currency payment and underwriting of financial bonds;

. we became one of the first banks in the PRC to obtain settlement bank qualifications for the
National Equity Exchange and Quotations and were also one of the first comprehensive clearing
members of the Shanghai Clearing House for RMB interest rate swap centralised clearing
services;

] with reference to new policies and regulations governing the capital markets, we strengthened
the integration between our internal institutions and branches, and also expanded cooperation
with securities companies in areas such as asset management, underwriting and issuance,
securities clearing and other related services in order to offer innovative products for our bank-
securities businesses;

° we actively marketed to insurance companies to reinforce cooperation in bancassurance, payroll
payment agency service, assets custody, cash management and other fields and strengthened our
partnerships with commodity exchanges, introducing standard warehouse receipt pledge
financing; and

o we successfully launched our overnight trading business for gold futures and developed an
innovative account opening appointment service to help customers open accounts to facilitate the
transfer between their bank accounts and futures accounts.

We co-operated with other banks operating in the PRC for payment of domestic and foreign currency
and bond underwriting.

Settlement and Cash Management

We provide domestic clearing and settlement services for our customers and comprehensive services
such as centralised cash management and transfer for large companies and their subsidiaries.

We have expanded our cash management services into financial asset management and have developed
a variety of management products such as management of account transactions, liquidity management, supply
chain finance, investment and wealth management. We offer personalised and professional cash management
service plans to meet the cash management needs of rapidly developing industries, including cultural industries,

111



logistics, tourism and equipment manufacturing. We built the brand system called “Caizhi Account” as the core
brand to enhance our influence in the cash management market.

In recent years, we have implemented cluster marketing strategies to strengthen the marketing of
important products, enhance the establishment of channels for corporate customers and optimise our customer
structure. The “Enterprise Link™ service integrating functions such as industrial and commercial registration,
account opening, Internet banking and settlement was selectively rolled out at certain locations for a full range
of comprehensive, one-stop services for new registrants. The functions of the Caizhi Account were improved
to enable inter-bank point-of-sale card transactions and self-service small deposit and withdrawal.

With diversified products and services, we offer comprehensive cash management solutions to corporate
customers such as account management, liquidity management, collection and payment management,
information service and risk management. We provide corporate groups with a centralised operations
management service of cross-border RMB and foreign exchange funds and cross-border cash management
service based on the policies of the China (Shanghai) Pilot Free Trade Zone, extending the global cash
management business to nearly 70 countries and regions. In recent years, we were named the “Best Cash
Management Bank in China” by The Asset, Global Finance and The Asian Banker.

As at 31 December 2016 and 2017, we maintained approximately 7.0 million and 7.5 million corporate
settlement accounts, respectively. For the years ended 31 December 2016 and 2017, our volume of corporate
RMB settlement was RMB3.89 trillion and RMB3.90 trillion, respectively. As at 30 June 2018, we maintained
approximately 7.98 million corporate settlement accounts. For the six months ended 30 June 2018, our volume
of corporate RMB settlement was RMB1,290 trillion.

As at 31 December 2016 and 2017, we had approximately 1,431,000 and 1,381,000 cash management
customers, respectively; and 5,764 and 6,388 global cash management customers, respectively. As at 30 June
2018, we had approximately 1.4 million cash management customers and 6,929 global cash management
customers.

International Settlement and Trade Finance

In recent years, we have accelerated the development of our international settlement and trade finance
business and actively promoted our brand, and we believe we have established a competitive edge over our
peers in the emerging international business area through the following initiatives:

. we leveraged our advantages in domestic and foreign currency resources and close interaction
between domestic and overseas branches and improved our product portfolios by integrating
financing, settlement, wealth management and trading to better serve the needs of our import and
export enterprise customers;

° we accelerated the expansion of global supply chain products, integrated products denominated
in RMB and foreign currencies and optimised our business structure;

° we launched an import aval business and e-presentation of documents of letter of credit, and
rolled out a global documents management system, further enhancing the centralised processing
efficiency of our documents management business;

° we strengthened our systems for checking trade backgrounds to prevent false transactions and
arbitrage behaviours of enterprises;

° we participated in cross-border RMB pilot programmes in many regions, including the Shanghai
Free Trade Zone, Khorgos Xinjiang and Qianhai Shenzhen, and participated in the launch of
various innovative services and products such as two-way RMB cross-border cash pooling and
overseas RMB lending; and
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° we improved the “ICBC Cross-border Express” product system and launched innovative RMB
cross-border products such as Direct Financing Express, agreed-upon payment and structural
financing.

In 2017, our domestic branches disbursed an aggregate of U.S.$66.7 billion in international trade
finance, international settlements in our domestic branches registered U.S.$2.8 trillion, and international
settlements amounted to U.S.$2.8 trillion, including U.S.$1.1 trillion handled by our overseas institutions. For
the six months ended 30 June 2018 we disbursed an aggregate of U.S.$32.3 billion in international trade finance
for domestic customers, and our international settlements amounted to U.S.$1.4 trillion, of which U.S.$535.9
billion was handled by our overseas institutions.

Investment Banking

Our investment banking business mainly includes regular financial advisory services, enterprise credit
services, investment and financing advisory services, syndicated loan arrangement and management services,
corporate assets and debt restructuring services, corporate acquisition and merger services, asset securitisation
or quasi asset securitisation services, credit capital transfer and trading services, underwriting of corporate debt
financing instruments such as commercial paper, medium-term notes and financial bonds, direct investment
advisory services, financial advisory services for corporate issuance of equities and bonds and services for
equity investment funds.

We provide diversified financing services for our corporate customers, quality investment products for
our high net-worth customers and restructuring and mergers and acquisitions services for our corporate
customers with global operations. For example, we advised on Guotai Junan’s acquisition of Shanghai
Securities and TCL Corporation’s private placement and acted as the mergers and acquisitions consultant for
Jinjiang International’s acquisition of Louvre Hotel Group and Fosun International’s acquisition of Club Med.
We participated in the reform of state-owned enterprise, innovated major capital financing methods and
expanded bond underwriting business and equity financing business in the capital markets. We also participated
in the enterprise asset securitisation business as a financial adviser, introduced the advisory service for
distribution of investment banking products and improved marketing and integration of funding channels. We
also enhanced our investment banking research products and strengthened the e-service channel for investment
banking services.

In 2016 and 2017, our investment banking income was RMB25,024 million and RMB23,189 million,
respectively, with a decrease of 7.3 per cent. from 2016 to 2017. During the same period, we underwrote various
debt financing instruments worth in aggregate RMB1,522 billion and RMB1,293.8 billion, respectively. In the
six months ended 30 June 2018, we underwrote various debt financing instruments worth in aggregate
RMB503.0 billion for the six months ended 30 June 2018.

Personal Banking

Our personal banking products and services include savings deposits, personal loans, private banking,
bank cards, personal wealth management and others.

Following the acceleration of the liberalisation of interest rates and the rapid development of Internet-
based finance, the market competition environment has become increasingly fierce. We improved our customer-
oriented operating service system, integrated service capability and advantages in retail banking. In 2016, we
were named the “Best Consumer Digital Bank in China” by Global Finance.

As at 31 December 2016 and 2017 and 30 June 2018, we had approximately 530 million, 567 million
and 587 million personal banking customers, respectively, with an increase of 7.0 per cent. from 31 December
2016 to 31 December 2017 and an increase of 3.5 per cent. from 31 December 2017 to 30 June 2018. As at 31
December 2016, 31 December 2017 and 30 June 2018, we had approximately 11.33 million, 12.26 million and
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12.72 million personal loan customers, respectively, with an increase of 8.2 per cent. from 31 December 2016
to 31 December 2017 and an increase of 3.8 per cent. from 31 December 2017 to 30 June 2018.

Personal Deposits

We provide demand deposits and term deposits in RMB and foreign currencies. We targeted important
customer groups, constantly expanded our customer base and optimised the customer structure. We promoted
the “ICBC Salary Manager”, a financial service product based on our payroll payment agency service. Adapting
to the trend of interest rate liberalisation, we enhanced our management of interest rates. The synergetic
development of our wealth management products and savings deposits promoted improved circulation of
customer funds within our system.

As at 31 December 2016 and 2017 and 30 June 2018, the balance of our personal deposits amounted to
RMBS,140.3 billion, RMB8,568.9 billion and RMB9,192.0 billion, respectively, representing an increase of
5.3 per cent. from 2016 to 2017. As at 31 December 2017, our personal demand deposits and personal time
deposits rose by 2.7 per cent. and 7.4 per cent., respectively, compared to such deposits as at 31 December 2016.
As at 30 June 2018, the balance of our personal deposits amounted to RMB9,192.0 billion, representing an
increase of 7.3 per cent. from 31 December 2017. As at 30 June 2018, our personal demand deposits and
personal time deposits rose by 3.5 per cent. and 10.3 per cent., respectively, compared to such deposits as at 31
December 2017. As at 30 June 2018, our personal banking customers’ financial assets reached RMB13.40
trillion.

Personal Loans

Loans to personal customers include residential mortgages, personal consumption loans, personal
business loans and credit card overdrafts. Personal loans are a major component of our personal banking
business. In recent years, residential mortgages have become an important component of our personal loans
business, and have been growing in a steady and healthy manner. In light of our consumers’ changing
consumption patterns and transaction practices, we applied “Easy Loan” in a wider scope. “Easy Loan” is an
unsecured retail consumer loan product characterised by small value, speed and convenience designed to meet
our customers’ varied financial needs. Our personal customers can pledge their financial assets and quickly and
conveniently obtain loans by providing different kinds of collaterals.

As at 31 December 2016 and 2017, our personal loans amounted to RMB4,196.2 billion and
RMBA4,945.5 billion, respectively, representing an increase of 17.9 per cent. Our residential mortgages as at 31
December 2017 rose by 21.5 per cent. compared to such mortgages as at 31 December 2016. As at 30 June
2018, our personal loans amounted to RMBS5,313.0 billion, representing an increase of 7.4 per cent. compared
with personal loans as at 31 December 2017. Our residential mortgages as at 30 June 2018 amounted to
RMB4,280.5 billion.

Private Banking

We provide a broad range of products and services to our private banking customers, including asset
management, product selection, alternate investments, carte blanche, consultancy, financial management, cross-
border financial services, wealth succession and other value-added services. Since 2013, we have increased our
efforts to supplement our private banking business network and extend our product lines, forming a nationwide
coverage network for high net-worth customers. We have also expanded our Internet financing services, and
we seek to develop comprehensive private banking products and services channels and to provide services
through Internet banking, mobile banking, WeChat and social networking platforms.

We have established a relatively comprehensive global network covering 20 countries and regions,
where the private banking centre in Hong Kong serves as our global product development centre and additional
regional centres were set up in Europe, Singapore and the Middle East. Global Wealth Management Fund of

Private Banking was registered in Luxembourg as the first private equity fund established by a PRC commercial
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bank in the international mainstream fund market. We were named the “Best Private Bank in China” by The
Assets and Asiamoney and the “Best Private Bank Brand in China” by Securities Times in 2016 and “Best
Private Bank for Millennials” by Global Finance, “Best Private Banking Institution” by China Banking
Institution, “Jun Ding Award for China’s Private Banking Brand” by Securities Times, ‘“Pioneering Private
Bank” by International Financial News in 2017.

As at 31 December 2016 and 2017, we had a total of approximately 70,100 and 75,500 private banking
customers, respectively, representing an increase of 7.7 per cent. As at the same dates, our total assets under
management in private banking business was RMB1.21 trillion and RMB1.34 trillion, respectively, representing
an increase of 10.7 per cent. As at 30 June 2018, we had a total of 83,900 private banking customers and our
total assets under management in private banking business was RMB1.46 trillion.

Bank Cards Business

We provide personal customers with comprehensive bank card products and services, including single-
currency and dual-currency credit and debit cards. Our “Peony Card” brand is one of the most renowned bank
card brands in the PRC. In recent years, we have improved bank card service quality, increased bank card
product development and further solidified our leading position in the PRC bank card industry.

As at 31 December 2016 and 2017 and 30 June 2018, we had issued approximately 830 million, 908
million and 962 million bank cards, respectively, representing an increase of 9.4 per cent. from 31 December
2016 to 31 December 2017 and an increase of 5.9 per cent. from 31 December 2017 to 30 June 2018. Bank card
business generated a fee income of RMB38,692 million in 2017 and a fee income of RMB21,939 million during
the six months ended 30 June 2018. For the year ended 31 December 2017, the consumption volume of our
bank cards amounted to RMB6.7 trillion, including RMB4.3 trillion of spending with debit cards and RMB2.4
trillion of spending with credit cards. For the six months ended 30 June 2018, the consumption volume of our
bank cards reached RMB3.5 trillion, including RMB2.1 trillion of spending with debit cards and RMB1.4
trillion of spending with credit cards.

Credit Cards

We are the largest commercial bank in the PRC in terms of the number of credit cards issued, the
consumption volume via credit cards and the amount of overdraft. We offer RMB credit cards and dual-currency
credit cards such as RMB-U.S.§, RMB-EUR and RMB-HKD credit cards. Leveraging our advanced technology
and large customer base, we target the needs of our customers to satisfy their unique needs. Based on our five
key products of transportation card, public servant card, PetroChina card, Mutual Fund Card and commercial
flight card, we seek to increase our card issuance and to improve service quality.

In 2014, we upgraded the rights and interests of Peony Driver’s Card and ETC Co-brand Card to better
serve auto owners. A brand new credit card, named ICBC I Sports, was created to provide our customers who
engage in physical exercise with discounts and privileges. To expand our business in the offshore consumption
markets, we made greater effort to promote the all-currency card, Global Travel Credit Card and air travel card.
A larger share of the small-value, quick payment market was seized on the strength of the ICBC Cool Pass
Card. With innovations in Internet-based financial products, we were the first in the PRC to have point-of-sale
online by combining the four authentication methods (Internet banking payment, mobile phone verification, 3D
certification and payment without presenting a bank card) for universal acceptance of bank cards by online
merchants. We streamlined the promotion of Easy Loan corporate cards for small and micro merchants based
on the big data technology by expanding our marketing coverage to remove the financing bottleneck of small-
and medium-sized enterprises. We were named “No. 1 Credit Card Brand in China” by the Ministry of Industry
and Information Technology and also won the Global Finance “Best Commercial Corporate Credit Card” and
received the “Best Risk Control in Asia-Pacific” from Visa Inc.
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As at 30 June 2018, we had 143 million credit cards issued. As at 31 December 2016 and 2017 and 30
June 2018, the total overdraft of our credit cards was RMB452.0 billion, RMB534.8 billion and RMB583.9
billion, respectively, representing an increase of 18.3 per cent. from 2016 to 2017 and an increase of 9.2 per
cent. from 31 December 2017 to 30 June 2018, respectively. The increase was primarily attributable to a stable
growth in the number of credit cards issued and their consumption volume as well as the development of credit
card installment business.

Debit Cards

We issue RMB debit cards and dual currency debit cards, such as RMB-U.S. dollar debit cards, to our
customers. In recent years, we adopted measures to improve the safety of chip cards, promoted single chip cards
and improved card replacement services. Chip cards have wider industry applications such as social security,
medical care, transportation, education and electronic identification, as one card could be applied in many
sectors. As at 30 June 2018, we had 765 million debit cards issued.

Asset Management Services

Our asset management services include wealth management services, asset custody services and pension
services.

In recent years, we have adopted the following measures to promote stable growth and optimise the
structure of our financial asset services:

° we engaged in cross-industry cooperation and competition with other institutions in order to seize
the market opportunities for asset management services and satisfy our customers’ needs for the
management of their financial assets;

o we consolidated our advantages in wealth management, custody and pension businesses and the
functions of subsidiaries specialised in investment banking, funds and insurance;

° we expedited the establishment of an integrated business operation system covering domestic and
overseas regions across different lines of business; and

o we built a full-service asset management platform covering a wide range of markets and clients.

Wealth Management Services

We offer comprehensive asset management services to different types of clients, including individuals,
corporate clients, private banking clients and institutions. In recent years, we reformed our profit centres,
optimised our procedures for wealth management product development, investment management and risk
management and promoted the standardised, sustainable and orderly development of the business. Also, we
adapted our products in order to meet the demands of various types of customers with different risk-reward
features and investments in different types of markets.

We prioritise the development of product lines such as Enhanced Return series, Stable Return series,
Non-fixed Term series and Quasi-fund series. We launched “TONGLI” corporate product series exclusively for
customers of other banks and customised area-specific wealth management products in order to bolster the
development of Western China, county areas and remote regions. We optimised product issuance and marketing
strategies, and at the same time expanded online and off-line sales channels. As a result, our customers can
access our wealth management products online.

At the end of 2016, our stock wealth management products totalled RMB2,702,944 million. As at the
end of 2017, our stock wealth management products was RMB3,012,084 million, up 11.4 per cent. compared
with the number as at the end of 2016. As at 30 June 2018, our outstanding balance of wealth management
products was RMB3,370,823 million.
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Asset Custody Services

We provide a range of custody services to securities investment funds, enterprise annuity, the National
Council for Social Security Fund of the PRC, insurance companies, commercial banks, qualified foreign
institutional investors (“QFII”), qualified domestic institutional investors (“QDII”) and other bank customers,
including assets custody, investment clearing, accounting, asset valuation, transaction monitoring, collective
payment and information disclosure services. In 2015, we leveraged our advantages in custody services in the
capital markets and launched marketing campaigns. We successfully took custody of the first mixed ownership
reform fund, the first merger and acquisition concept fund, the first fund investing into the Hong Kong market
under the Shanghai-Hong Kong Stock Connect approach and the first securities broker’s publicly offered fund.
We actively expanded emerging custody service markets. Enterprise annuity funds under custody scaled up
rapidly, giving us the largest market share among PRC banks. In 2016, we successfully obtained the custody
qualification for national basic pension insurance and Korean Securities Depository and were awarded the
“Custodian Bank of the Year in China” by The Asian Banker.

As at 31 December 2016 and 2017 and 30 June 2018, the total net value of our assets under custody was
RMBI14.1 trillion, RMB15.6 trillion and RMB16.3 trillion, respectively, representing an increase of 10.6 per
cent. from 31 December 2016 to 31 December 2017 and an increase of 4.5 per cent. from 31 December 2017
to 30 June 2018.

Pension Services

In recent years, leveraging on the strengths of our business qualifications, service network and advanced
information systems, we have promoted the development of our pension businesses. Also, diversifying the
product system, we optimised our integrated enterprise annuity scheme “Ruyi Pension Management” and serial
pension-related wealth management products “Ruyi Benefit Plan” and issued Taikang Golden Banking Co-
brand Card for Special Medical Services. A variety of service channels including sales outlets, Internet banking,
telephone banking and mobile banking were made available, enabling customers to have better transaction
experience. Our pension services won awards from the China Banking Association such as the “Best
Performance Award” and the “Best Development Award”. Since 2012, we have been the market leader in the
PRC banking industry in terms of the size of our enterprise annuity funds under trusteeship, the number of
individual enterprise annuity accounts and the size of total individual enterprise annuity funds under custody.

As at 31 December 2016 and 2017, our pension funds under trusteeship amounted to RMB96.2 billion
and RMB107.9 billion, respectively, representing an increase of 12.2 per cent. As at the same dates, we managed
approximately 16.67 million and 17.30 million individual pension accounts, respectively, representing an
increase of 3.8 per cent.; while pension funds under our custody totalled RMB446.7 billion and RMB501.6
billion, respectively, representing an increase of 12.3 per cent. As at 30 June 2018, we managed approximately
17.64 million individual pension accounts, while pension funds under our custody totalled RMB523.0 billion.

Financial Market Business

Our financial market business operations include money market, investment business, financing
business, franchise treasure business, asset securitisation business and precious metals business. We aim to
enhance the profitability of our treasury operations through product innovation, timely adjustment of investment
and trading strategies, enhancement of our capital operation efficiency, improvement of management
capabilities and prevention of business risks.

Money Market Activities
Our money market activities include: (i) short-term borrowing and lending with other banks and
financial institutions; and (ii) bond repurchase and purchase. We have adopted a cautious development strategy
for our business with other banks and financial institutions. We aim to increase the return on our funds, and we
conduct our business activities flexibly in response to our liquidity management needs. For the years ended 31
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December 2016 and 2017, our domestic trading amount in the interbank market was RMB37.29 trillion and
RMB26.23 trillion, respectively, of which RMB34.66 trillion and RMB18.58 trillion, respectively, comprised
lending.

In respect of foreign currencies, we aim to increase the return on our funds while ensuring sufficient
liquidity. We have strengthened the management of our foreign currency funds position to secure the safety of
foreign exchange payments. In addition, we have closely monitored market developments and cautiously
selected counterparties to mitigate credit risk; we have also arranged term structures to improve the yields of
our foreign currency fund operations. For the years ended 31 December 2016 and 2017, our foreign currency
transaction volume in money markets was U.S.$285.2 billion and U.S.$780.2 billion, respectively.

Investment

We make investments in RMB-denominated bonds issued by the PRC Government, the PBOC, policy
banks and a few other local financial institutions, short-term commercial paper issued by domestic enterprises,
and foreign currency bonds issued by foreign governments, financial institutions, and corporations. We also
trade bonds and bills that are issued by the PRC Government, the PBOC and foreign governments as well as
derivatives, foreign exchange and foreign/local currency dominated bonds. In respect of our trading book
investment, we have adopted swing trading and trend trading strategies, and we trade according to market
trends. We have strictly managed credit risks and increased holdings of treasury bonds and policy financial
bonds where appropriate. In respect of banking book investment, we take into consideration trends in the
market. We have moderately increased the proportion of our investment in quality credit bonds and policy
financial bonds with comparatively high value and have increased our holdings of medium term bonds to
optimise the structure of our investment portfolio and increase return.

In respect of foreign currency bonds, we have proactively adjusted our trading strategies to increase
profitability. For banking book investments, we also actively managed currency risks and adjusted the maturity
profile of investments. We have continued to increase investments in quality corporate bonds, flexibly adjusted
the regions and currencies in which we invest and decreased the risks of our investment portfolio.

Financing

We engage in active liability management. We have diversified the sources of funding from different
channels and with different tenors through a variety of active liability management instruments such as inter-
bank certificates of deposit and financial bonds to support the growth of our business. For example, on 12
November 2013, our issuance of RMB2.0 billion offshore RMB bonds in London became the first direct
issuance of offshore RMB bonds by a head office of a PRC financial institution in the London market. As one
of the pilot institutions, we successfully issued inter-bank certificates of deposit in the amount of RMB3.0
billion on 12 December 2013. In 2014, our Head Office offered RMB bonds totalling RMB2.5 billion in Hong
Kong and eight issues of inter-bank certificates of deposit totalling RMB10,640 million in the domestic inter-
bank market.

In August 2014, we publicly offered RMB20.0 billion ICBC Tier 2 Capital bonds in the national inter-
bank market with a tenor of 10 years. On 15 June 2015, we issued our first tranche of large-amount certificates
of deposit. On 15 September 2015, we issued Tier 2 Capital bonds with an aggregate nominal amount of
USD2,000 million and a tenor of 10 years, bearing a fixed interest rate of 4.875 per cent. per annum. On 30
August 2018, the Board of the Bank approved the proposal to issue eligible Tier 2 capital instruments with the
total amount up to an equivalent of RMB110 billion by the end of 2020. The proposal remains subject to review
and approval by shareholders at the Shareholders’ General Meeting of the Bank.

Franchise Treasury Business

We offer a wide range of treasury operations services to enterprises and individual customers on an

agency basis. We provide spot and forward foreign exchange trading services, swap transaction services for
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RMB and foreign currencies and interest rate swap for RMB. In addition, we act as an agent for foreign
exchange trading on behalf of our clients 24 hours a day, and we trade foreign currencies, precious metal,
forward foreign currency contracts, interest rate swaps, currency swaps, options and other financial derivatives
on behalf of our customers.

We enhanced our service capability of personal foreign exchange settlement and sales outlets and
increased the variety of trading currencies. We promoted usance/forward foreign exchange trading business of
corporate Internet banking, further enhancing our corporate exchange trading service capabilities. We initiated
the foreign currency trading business among the currencies of 80 emerging countries along the “Belt and Road”.
In 2017, the volume of franchise foreign exchange trading stood at U.S.$203.4 billion. We launched bundled
marketing of foreign exchange trading, trade finance and RMB and foreign currency-denominated deposits to
meet customers’ currency management needs. The volume of franchise foreign exchange settlement and sales
hit U.S.$422.8 billion in 2017. The volume of franchise foreign exchange settlement and sales during the six
months ended 30 June 2018 reached U.S. $229.1 billion, representing an increase of 22.3 per cent. compared
with that for the same period in 2017.

We had paper gold, silver, platinum and palladium to offer and supported RMB and U.S.$-denominated
deals under a range of flexible transaction patterns, including real-time, pending order, conversion and
automatic investment. The above paper trading increased over the years. Our paper trading amounted to
U.S.$505.6 billion in 2016 and to U.S.$411.0 billion in 2017. We issued the first counter-based China
Development Bank Bond and the first counter-based Export-Import Bank of China Bond as the exclusive agent
and routinised the issuance.

Asset Securitisation Business

Asset securitisation is the process of converting assets with low liquidity into liquid securitisation
products through risk isolation, conversion and packaging of cash flows and credit enhancement. The assets
with low liquidity that can be converted are generally assets with stable cash flows such as residential mortgage
loans, commercial property mortgage loans, project loans and other cash generating assets.

In 2017, we issued seven tranches of asset securitisation programmes totaling RMB46,565 million.
Among them, two tranches were non-performing credit card loans programmes and two non-performing
personal loans programmes, and these programmes helped us with our NPL disposal and the improvement and
adjustment of our credit structure; we issued three tranches of residential mortgage securitisation programmes,
thereby effectively supporting the new demands for residential loans. During the six months ended 30 June
2018, we issued eight tranches of asset securitisation programmes totalling RMB47,310 million in the mainland.
Among them, four tranches were residential mortgage securitisation programmes, three tranches non-
performing personal loans securitisation programmes, and one tranche non-performing credit card asset
securitisation programme.

Precious Metals

We operate four product lines in our precious metals business: physical bullion, trading, precious metals
linked financing and wealth management. Due to fluctuations of the precious metals market, we adjusted our
business structure and diversified our products to promote our precious metals business. In 2014, we provided
precious metal trading brokerage, agency and clearing services to PRC and foreign customers and physical gold
warehousing and agency custodian services in the China (Shanghai) Pilot Free Trade Zone for foreign customers
through the Shanghai Gold Exchange’s International Board in the China (Shanghai) Pilot Free Trade Zone.

For the years ended 31 December 2016 and 2017 and the six months ended 30 June 2017 and 2018, our
total transaction amount of our precious metals business was RMB1.69 trillion, RMB1.60 trillion, RMB799.5
billion and RMB685.5 billion, respectively, representing a decrease of 5.3 per cent. from 2016 to 2017 and a
decrease of 14.3 per cent. from the first half of 2017 to the first half of 2018. For the same periods, we cleared
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RMB406.6 billion, RMB446.6 billion, RMB243.5 billion and RMB192.4 billion, respectively, on behalf of the
Shanghai Gold Exchange.

DISTRIBUTION CHANNELS

We deliver our products and services through a variety of distribution channels. We have built an
integrated distribution system that enables online and offline integration, making the system available to our
customers through any single point of access. We continue to improve the layout of physical outlets and expand
the network in key regions and emerging markets at a moderate pace.

Physical Outlets

We have established presence in six continents, with a global network covering 45 countries and regions
as of 30 June 2018. In addition, through our equity participation in Standard Bank Group Limited, we indirectly
cover 20 countries in Africa. We provide comprehensive financial products and services to approximately 6.71
million corporate customers and 587 million personal customers via our distribution channels consisting of
16,403 domestic institutions, 420 overseas institutions and 1,543 overseas correspondent banks in 146 countries
(in each case, as at 30 June 2018), as well as through our E-banking network comprising a range of Internet and
telephone banking services and self-service banking centres, forming a diversified and internationalised
operating structure focusing on commercial banking business and maintaining a leading position in the domestic
market in the commercial banking sector.

We started a reform to standardise the operational management throughout outlets, built an operational
management platform and formulated operating standards, including operating status, high/low counter
allocation, post setting and teller allocation of outlets, to optimise their resource allocation. Also, we improved
the layout of physical outlets and moderately expanded the channel network in key regions, areas with potential
and emerging markets. We also upgraded and adjusted outlets with low efficiency and completed upgrading
and adjustment of outlets with low efficiency by diversified means of merger, relocation and renovation.
Moreover, we reinforced coordination and allocation as well as service collaboration between self-service
banking and physical outlets, introduced the intelligent service mode on a pilot basis at selected locations, and
continued to enhance the service efficiency of outlets.

Electronic Banking

We closely followed the trend of mobile, personalised and intelligent banking, intensified innovation
and implementation of E-banking products and services, and built an integrated and open E-banking platform.
We continued to build the overseas E-banking channel and launched overseas products such as trade finance of
overseas corporate Internet banking and corporate Internet banking cross-border authorisation, ensuring global
distribution of our overseas E-banking business. In 2017, our E-banking transaction volume topped RMB646
trillion and the number of E-banking transactions accounted for 94.86 per cent. of our total transactions, rising
by 2.86 percentage points from the previous year. In the six months ended 30 June 2018, our E-banking
transaction volume reached RMB338 trillion and the number of E-banking transactions accounted for 97.9 per
cent. of our total transactions.

Internet Banking

We provide Internet banking services through our official website at “www.icbc.com.cn” to a wide range
of customers. We also provide large corporate, governmental and financial institution customers with
specialised products and services.

We have further enriched our Internet banking product lines. Innovative products, including a simplified
version of personal Internet banking, electronic lottery and corporate B2B settlement-backed electronic bills,
were launched to solidify our core competitive edge in Internet banking. A series of marketing activities such
as “Banking @ Home, My Environment Contribution” were carried out to effectively increase the number of
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transactions via electronic channels regarding remittance, fund, wealth management, precious metals and our
other businesses. We were awarded the “Top 10 Internet-based Finance Innovation Award —ICBC Mobile” by
The Chinese Banker in 2016 and “Best Internet Trade Finance Bank” by China Banking Association, “Best
Personal Online Banking Award” by China Financial Certification Authority, “Top Ten Innovative Institutions
in Internet-based Finance” by The Chinese Banker, “Best Internet Financing Bank of the Year” by Ifeng.com,
“User’s Favorite Brand Best Internet Finance Bank of the Year” by Caijing.com, “E-Banking Innovation
Award” by China Internet Banking Union and “China FinTech Product Innovation Award — Open Online
Banking” by FinTech Entrepreneurship Innovation Program in 2017.

Telephone Banking

We provide telephone banking service 24 hours per day and 365 days per year through “95588”,
accessible in all areas of the PRC, and “21895588”, accessible in Hong Kong.

We optimised the self-service menu of telephone banking and set up an information management
platform for customer service centres, shaping a management system with a full range of functions and
intelligent services. We also upgraded the self-service voice service of telephone banking, strengthened inter-
channel development and customer diversion from staff service to self-service voice service, and enhanced the
value creation capacity of telephone banking. Furthermore, we expanded customer service channels, as well as
offered more convenient and efficient services.

Mobile Banking

We continuously enrich business features of mobile banking, for example, launching a credit card mobile
application service, enabling remittance to any mobile phone number and other distinctive services. We created
a number of features in our mobile application to satisfy our customers’ needs in particular real-life scenarios
such as car rental and medical care. We also upgraded the safety of mobile banking products, optimised user
interactive interface and improved customer experience. As at 30 June 2018, the number of registered users of
our mobile banking platform “ICBC Mobile” reached 297 million.

Self-service Banking

We intensified our efforts in improving our self-service banking, achieving initial results in intelligent
service. Emerging areas include the commodity trading market and the extension of service channels to key
countries. We optimised the transaction process of self-service terminals and increased the amount of personal
insurance sales by new agents. As at 30 June 2018, we owned 27,601 self-service banking outlets and 99,536
ATMs. The volume of ATM transactions in 2017 amounted to RMB11,861.1 billion, up by 2.86 per cent. from
the year ended 31 December 2016.

INTERNET-BASED FINANCE

We improved our Internet-based services, and built a comprehensive Internet-based financial service and
operational system, integrating the five major functions of fundraising, finance, trade, commerce and
information.

Email Platform

Targeting well-known merchants, commodities and stores, we officially launched the B2C e-mall
platform integrating online shopping and consumer credit, which gathered brand products under direct sales
relating to finance, digital home appliance, automobile, clothing and shoes, food and beverage, jewellery and
other sectors. We also researched and developed the B2B e-mall platform targeting corporate customers,
offering supply chain, specialised wholesale and other market modes. Caizhi Trade Link products were
launched to provide financial service solutions integrating accounts, payment and financing for the B2B
electronic trading market.
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Social Networking Platform

We formally launched the social networking platform and mobile financial information service platform
to set up social circles between customers, customer managers, online customer service and institutions inside
and outside us. It renders intelligent and convenient services for customers through voice, text, picture and
video, forming a uniform platform for financial services and social communication.

Direct Banking Platform

We built an open-ended direct banking platform to better attract, obtain and serve customers through the
Internet. It includes electronic account opening, deposit taking, investment, transaction and other core functions,
providing all-in-one online financial services for customers.

Payment Product Line

We introduced the online point-of-sale cashier product, with which merchants could accept domestic
and overseas bank cards. We also launched the open-ended multi-channel general payment platform and added
new payment channels via mobile banking and an open-ended website to support bill payment for customers of
other banks. ICBC e-Payment products were upgraded to facilitate small-value payments on the Internet.

Financing Product Line

We improved our Easy Loan products. Customers may apply for loans through Internet banking, mobile
banking, SMS banking and other channels during or after purchase. Loans are reviewed and approved
automatically by the system and loan funds can be transferred to customers’ accounts in real-time. The self-
service pledged loan platform of personal Internet banking is equipped with a new feature regarding partial
pledge of wealth management products, paper precious metals and book-entry treasury bonds. Mobile banking
was also added as a new channel for handling pledged loans.

Investment and Financing Product Line

We launched the transaction terminal ICBC e-Investment, which integrates express delivery of market
information, professional analysis, in-depth information, efficient transaction and other functions to satisfy our
customers’ investment needs for paper precious metals, paper crude oil, franchise foreign exchange, paper
agricultural products and others.

Online and Offline Integration

We explored online-to-offline business modes and integrated online and offline channels to provide
integrated services for customers whenever and wherever possible. E-banking account and authentication
systems were integrated to establish a unified customer-oriented electronic authentication system. Moreover,
we strengthened collaboration of our online and offline services and introduced the foreign currency online
appointment and offline cash withdrawal service.

INTERNATIONAL OPERATIONS AND DIVERSIFIED OPERATIONS

We steadily internationalised and diversified our operations and development. We further improved the
distribution of our global services networks, and enhanced our core market penetration rates and local
operations. In 2014, Industrial and Commercial Bank of China (New Zealand) Limited, Kuwait branch, Riyadh
branch and London branch officially started business and our Yangon branch and Mexico subsidiary have
obtained regulatory approval. As the share acquisition of ICBC Standard Bank Plc obtained regulatory approval,
we became the first PRC-funded bank to acquire an institution engaging in transactions in the commodity,
capital and monetary market overseas. We currently hold 92.8169 per cent. shares of Tekstilbank. ICBC Credit
Suisse Asset Management increased its size of funds under management, achieving balanced growth in both
size and profit. ICBC Leasing solidified its leading position in the industry. ICBC-AXA seized the market
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development opportunity in life insurance, improving its profitability. ICBC International through its licensed
subsidiaries proactively promoted large-sized transnational companies and domestic enterprise listings in Hong
Kong, further stabilising its profit structure.

As at 30 June 2018, we had 16,403 domestic institutions and 420 overseas institutions in 45 countries
and regions and indirectly covered 20 African countries through our equity participation in Standard Bank
Group Limited. We also established correspondent relationships with 1,543 overseas banks in 146 countries
and regions, with a service network covering Asia, Africa, Latin America, Europe, North America and Australia,
including major international financial centres. We maintained 129 institutions in 20 countries and regions along
the “Belt and Road” as of 30 June 2018. We have strengthened our network by adjusting the geographical
allocation of our branch network and upgrading outlets. In the first half of 2018, our Zurich Branch in
Switzerland and Astana Representative Office of ICBC (Almaty) commenced operation, and the proposed
establishment of a representative office in Ho Chi Minh City of Vietnam was approved by the CBIRC.

Major Indicators for our Overseas Institutions

The following tables set forth, as at the dates and for the periods indicated, the distribution of the total
assets, profit before tax and total number of institutions of our international operations by geographic area.

Assets Profit before tax Number of institutions
As at 31 December Year ended 31 As at 31 December
December
2016 2017 2016 2017 2016 2017

(in U.S.$ millions)

Hong Kong and Macau...........c.cccce..... 159,445 178,045 1,646 1,850 108 106
Asia-Pacific region (except Hong Kong
and Macau) .......ccoeereeereneineneeens 69,935 84,346 567 783 87 89
EUIOPE ..o 58,317 69,933 140 273 80 81
AMETICA .ot 64,723 66,745 582 586 136 142
African Representative Office - - - - 1 1
Eliminations.........cccceeevieieneneenenenen. (49,741) (44,757)
Subtotal.......cocoivininiincece 302,679 354,312 2,935 3,492 412 419
Investment in Standard Bank® 3,771 4,285 312 426
Total....ccoccovviiiiiiiiiinececceeene 306,450 358,597 3,247 3,918 412 419
Note:

(1)  The assets represent the balance of our investment in Standard Bank Group Limited, and profit before tax represents our gain on investment
that we recognised during the period.
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Assets Profit before taxation Number of institutions

At At 31 Six Six At At
30 June December months months 30 June 31Decemb
2018 2017 ended 30 ended 30 2018 er 2017

June 2018  June 2017
(in U.S.$ millions)

Hong Kong and Macau............cccueeee. 192,277 178,045 956 848 105 106
Asia-Pacific region (except Hong Kong
and Macau) .......coceeveevvenencnnencnneennens 94,510 84,346 564 451 89 89
BUIOPe ...ooveviiciivieiciccneecccene 70,342 69,933 136 145 80 81
AMETICA ..ot 70,394 66,745 290 289 145 142
African Representative Office - - - - 1 1
Eliminations.........c.cooveevereveenenecnnns (43,103) (44,757)
Subtotal 384,420 354,312 1,946 1,733 420 419
Investment in Standard Bank" 3,836 4,285 187 190
Total.....oooviiiiiiieeeeee 388,256 358,597 2,133 1,923 420 419
Note:

(1)  The assets represent the balance of our investment in Standard Bank Group Limited, and profit before tax represents our gain on investment
that we recognised during the period.

Our Singapore branch, Doha (QFC) branch, Luxembourg branch, Hong Kong branch, ICBC (Thai),
ICBC (Canada), ICBC (Argentina) and Bank ICBC (JSC) (Russia) successively obtained authorisation from
the PBOC to act as RMB business clearing banks in their respective countries and regions. Consequently, we
became the first financial institution with RMB clearing banks across the Asian, European and North American
time zones. As at and for the six months ended 30 June 2018, total loans made by overseas institutions amounted
to U.S.$213.75 billion and total deposits were U.S.$124.90 billion. Profit before tax during the reporting period
was U.S.$2.13 billion.

We boosted business product innovation and bolstered the establishment of the offshore RMB market.
ICBC (Asia) promoted the completion of the issuance and trading of the first International Finance Corporation
(IFC) RMB bond on the London Stock Exchange. The RMB clearing business in our Singapore branch has
realised significant growth in business volume. As at 1 January 2017, our Singapore branch was the largest
“Lion City bonds” issuer, with a total issuance size of RMB7.6 billion underwriting accounted for 68.5 per cent.
of the market. ICBC (Europe) successfully issued the European UCITS fund, becoming the first Chinese-funded
institution entering the European investment fund industry. We took the initiative in offering cross-border RMB
bi-directional fund pool and completed the first cross-border RMB loan disbursement and the first cross-border
merger and acquisition in the China (Shanghai) Pilot Free Trade Zone. We took the lead in promoting the
establishment of the first sovereign wealth fund in Shenzhen Qianhai. In 2016 and 2017, the volume of our
cross-border RMB business were RMB3.89 trillion and RMB3.90 trillion, respectively. In the six months ended
30 June 2018, the volume of our cross-border RMB business was RMB2.38 trillion. In the first half of 2018,
we lent money totalling U.S.$11.0 billion to 50 new “Belt and Road” projects.
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CONTROLLED SUBSIDIARIES AND MAJOR EQUITY PARTICIPATING COMPANY
Overseas Subsidiaries

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (ASIA) LIMITED (“ICBC (Asia)”)

ICBC (Asia) is our wholly owned Hong Kong registered bank and has an issued share capital of HK$36,379
million. It provides comprehensive commercial banking services and its major businesses include commercial
credit, trade finance, investment service, retail banking, E-banking, custody, credit card, receiving bank services
for IPOs and dividend distribution. As at 30 June 2018, ICBC (Asia) recorded total assets of U.S.$124,421
million and net assets of U.S.$14,583 million. It generated a net profit of U.S.$522 million during the six months
ended 30 June 2018.

ICBC INTERNATIONAL HOLDINGS LIMITED (“ICBC International”)

ICBC International, a licensed integrated platform for financial services in Hong Kong that is wholly owned by
us, has a paid-up capital of HK$4,882 million. It mainly renders a variety of investment services, including
corporate finance, investment management, sales and trading, and asset management. As at 30 June 2018, ICBC
International recorded total assets of U.S.$8,567 million and net assets of U.S.$1,006 million. It generated a net
profit of U.S.$79 million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (MACAU) LIMITED (“ICBC (Macau)”)

ICBC (Macau) is the largest local legal banking entity in Macau. It has a share capital of MOP589 million, in
which we hold an 89.33 per cent. stake. ICBC (Macau) mainly engages in comprehensive commercial banking
services such as deposit, loan, trade finance and international settlement. As at 30 June 2018, ICBC (Macau)
recorded total assets of U.S.$33,550 million and net assets of U.S.$2,636 million. It generated a net profit of
U.S.$140 million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (MALAYSIA) BERHAD (“ICBC
(Malaysia)”)

ICBC (Malaysia) is our wholly owned subsidiary established in Malaysia. With a paid-up capital of MYRS833
million, it is able to provide a full range of commercial banking services. As at 30 June 2018, ICBC (Malaysia)

recorded total assets of U.S.$1,267 million and net assets of U.S.$264 million. It generated a net profit of
U.S.$10.40 million during the six months ended 30 June 2018.

PT. BANK ICBC INDONESIA (“ICBC (Indonesia)”)

ICBC (Indonesia) is a fully-licensed commercial banking subsidiary registered in Indonesia, with a paid-up
capital of IDR3.69 trillion, of which we hold a 98.61 per cent. stake. ICBC (Indonesia) mainly specialises in
financial services such as deposit, loan and trade finance, settlement, agency services, inter-bank borrowing and
lending and foreign exchange. As at 30 June 2018, ICBC (Indonesia) recorded total assets of U.S.$3,964 million
and net assets of U.S.$359 million. It generated a net profit of U.S.$13.70 million during the six months ended
30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (THAI) PUBLIC COMPANY LIMITED
(“ICBC (Thai)”)

ICBC (Thai), our subsidiary in Thailand, has a share capital of THB20,132 million, of which we hold a 97.86
per cent. stake. ICBC (Thai) holds a comprehensive banking licence and provides various services including
deposit, loan, trade finance, remittance, settlement, leasing and consulting. As at 30 June 2018, ICBC (Thai)

recorded total assets of U.S.$6,588 million and net assets of U.S.$847 million. It generated a net profit of
U.S.$29.83 million during the six months ended 30 June 2018.
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA (ALMATY) JOINT STOCK COMPANY
(“ICBC (Almaty)”)

ICBC (Almaty), our wholly owned subsidiary, was incorporated in Kazakhstan with a share capital of
KZT8,933 million. The primary commercial banking services it engages in include deposit, loan, international
settlement and trade finance, foreign currency exchange, guarantee, account management, E-banking and bank
card. As at 30 June 2018, ICBC (Almaty) recorded total assets of U.S.$433 million and net assets of U.S.$63
million. It generated a net profit of U.S.$7.55 million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (NEW ZEALAND) LIMITED (“ICBC (New
Zealand)”)

ICBC (New Zealand) is our wholly owned subsidiary with a paid-up capital of NZD234 million. ICBC (New
Zealand) provides corporate and personal banking services such as account management, transfer and
remittance, international settlement, trade finance, corporate credit, residential mortgages and credit card
business. As at 30 June 2018, it recorded total assets of U.S.$1,758 million and net assets of U.S.$157 million.

ICBC (LONDON) PLC (“ICBC (London)”)

ICBC (London), our wholly owned subsidiary, was incorporated in the United Kingdom with a paid-up capital
of U.S.$200 million. It provides banking services such as deposit and exchange, loan, trade finance,
international settlement, funds clearing, agency, foreign exchange trading and retail banking services. As at 30
June 2018, ICBC (London) recorded total assets of U.S.$2,256 million and net assets of U.S.$406 million. It
generated a net profit of U.S.$10.41 million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (EUROPE) S.A. (“ICBC (Europe)”)

ICBC (Europe), our wholly owned subsidiary, was incorporated in Luxembourg with a paid-up capital of
EURA437 million. It has several institutions including Paris Branch, Amsterdam Branch, Brussels Branch, Milan
Branch, Madrid Branch and Warsaw Branch, which mainly offer financial services including loan, trade finance,
settlement, treasury, investment banking, custody, and franchise wealth management. As at 30 June 2018, ICBC
(Europe) recorded total assets of U.S.$7,104 million and net assets of U.S.$737 million. It generated a net profit
of U.S.$12.44 million during the six months ended 30 June 2018.

BANK ICBC (JOINT STOCK COMPANY) (“Bank ICBC (JSC)”)

Bank ICBC (JSC), our wholly owned subsidiary, was incorporated in Russia with a share capital of RUB10.81
billion. It provides a full range of corporate and personal banking services including corporate and project loan,
trade finance, deposit, settlement, securities brokerage, custody, franchise treasury business and securities
trading, foreign currency exchange, global cash management, investment banking and corporate financial
consultation. As at 30 June 2018, Bank ICBC (JSC) recorded total assets of U.S.$914 million and net assets of
U.S.$225 million. It generated a net profit of U.S.$5.44 million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (CANADA) (“ICBC (Canada)”)

ICBC (Canada) is our subsidiary in Canada with a paid-up capital of CAD158.00 million, of which we hold an
80 per cent. stake. Holding a full-functional commercial banking licence, ICBC (Canada) provides various
corporate and retail banking services such as deposit, loan, settlement, remittance, trade finance, foreign
exchange trading, funds clearing, cross-border RMB settlement, RMB currency notes, cash management, E-
banking, bank card and investment and financing consultation. As at 30 June 2018, ICBC (Canada) recorded
total assets of U.S.$1,486 million and net assets of U.S.$196 million. It generated a net profit of U.S.$10.20
million during the six months ended 30 June 2018.
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INDUSTRIAL AND COMMERCIAL BANK OF CHINA FINANCIAL SERVICES LLC (“ICBCFS”)

ICBCFS, our wholly owned subsidiary in the United States, has a paid-up capital of U.S.$50.00 million. With
a focus on securities clearing business in Europe and America, ICBCFS offers institutional customers securities
brokerage services such as securities clearing, clearing and financing. As at 30 June 2018, ICBCFS recorded
total assets of U.S.$33,402 million and net assets of U.S.$165 million. It generated a net profit of U.S.$10.44
million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (USA) NA (“ICBC (USA)”)

ICBC (USA), our controlled subsidiary in the United States, has a paid-up capital of U.S.$369 million, of which
we hold an 80 per cent. stake. Holding a fully-functional commercial banking licence registered in the UFIQAC,
ICBC (USA) is a member of Federal Deposit Insurance Corporation, providing corporate and consumer retail
banking products and services including deposits, loans, settlement and remittance services, trade finance,
cross-border settlement, cash management, internet banking and bank card. As at 30 June 2018, ICBC (USA)
recorded total assets of U.S.$2,615 million and net assets of U.S.$406 million. It generated a net profit of
U.S.$12.63 million during the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (ARGENTINA) S.A. (“ICBC (Argentina)”)

ICBC (Argentina), our controlled subsidiary in Argentina, has a paid-up capital of ARS1,345 million, of which
we hold an 80 per cent. stake. With a full-functional commercial banking licence, ICBC (Argentina) provides
a full range of commercial banking services including working capital loan, syndicated loan, structured
financing, trade finance, personal loan, auto loan, spot/forward foreign exchange trading, financial markets,
cash management, investment banking, bond underwriting, asset custody, leasing, international settlement, E-
banking, credit card and asset management. As at 30 June 2018, ICBC (Argentina) recorded total assets of
U.S.$4,844 million and net assets of U.S.$457 million. It generated a net profit of U.S.$64.07 million during
the six months ended 30 June 2018.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (BRASIL) S.A. (“ICBC (Brasil)”)

ICBC (Brasil), our wholly-owned subsidiary in Brazil, has a paid-up capital of BRL202 million. ICBC (Brasil)
offers commercial banking and investment banking services such as deposit, loan, trade finance, international
settlement, fund transaction, franchise wealth management and financial advisory. As at 30 June 2018, ICBC
(Brasil) recorded total assets of U.S.$281 million and net assets of U.S.$56 million. It generated a net profit of
U.S.$0.68 million during the six months ended 30 June 2018.

ICBC PERU BANK (“ICBC (Peru)”)

ICBC (Peru), our wholly owned subsidiary in Peru, has a paid-up capital of U.S.$100 million. Holding a full-
functional commercial banking licence, ICBC (Peru) offers corporate deposit, loan, financial leasing,
international settlement, trade finance, foreign exchange trading and E-banking. As at 30 June 2018, ICBC
(Peru) had total assets of U.S.$249 million and net assets of U.S.$80 million.

INDUSTRIAL AND COMMERCIAL BANK OF CHINA MEXICO S.A. (“ICBC (MEXICO)”)

ICBC (Mexico), our wholly owned subsidiary in Mexico, has a paid-up capital of MXN1,597 million. Holding
a full-functional commercial banking licence, ICBC (Mexico) offers corporate deposit, loan, international
settlement, trade finance, foreign exchange trading and other services. It started business in June 2016. As at 30
June 2018, ICBC (Mexico) recorded total assets of U.S.$263 million and net assets of U.S.$71 million. It
generated a net profit of U.S.$0.81 million during the six months ended 30 June 2018.

ICBC TURKEY BANK ANONIM SIRKETI (“ICBC (TURKEY)”)

ICBC (Turkey), our controlled subsidiary in Turkey, has a share capital of TRY860 million, in which we hold
a 92.84 per cent. stake. With licenses for commercial banking, investment banking and asset management,
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ICBC (Turkey) provides corporate customers with integrated financial services including deposit, project loan,
syndicated loan, trade finance, small and medium-sized enterprise loan, investment and financing advisory
services, securities brokerage and asset management. At the same time, it provides personal customers with
financial services such as deposit, personal consumption loan, residential mortgages, credit card and E-banking.
As at 30 June 2018, ICBC (Turkey) recorded total assets of U.S.$3,194 million and net assets of U.S.$264
million. It generated a net profit of U.S.$16.05 million during the six months ended 30 June 2018.

ICBC STANDARD BANK PLC (“ICBC STANDARD BANK”)

ICBC Standard Bank, our subsidiary in the United Kingdom, has an issued share capital of U.S.$1,083 million,
in which we hold a 60 per cent. stake directly. ICBC Standard Bank mainly engages in global commodity
trading businesses such as base metals, precious metals, energy and bulk commodities. It also provides global
financial markets services such as exchange rate, interest rate, unsecured products and equities. As at 30 June
2018, ICBC Standard Bank recorded total assets of U.S.$24,217 million and net assets of U.S.$1,263 million.

Major Domestic Subsidiaries

ICBC CREDIT SUISSE ASSET MANAGEMENT CO., LTD. (“ICBC Credit Suisse Asset
Management”)

ICBC Credit Suisse Asset Management, our subsidiary, has a paid-up capital of RMB200 million, of which we
hold an 80 per cent. stake. It mainly engages in fund placement, fund distribution, asset management and such
other businesses as approved by the China Securities Regulatory Commission (the “CSRC”), and owns many
business qualifications including public fund, QDII, enterprise annuity, specific asset management, domestic
and overseas investment manager of social security fund, Renminbi Qualified Foreign Institutional Investor,
insurance asset management, special asset management, occupational annuity and manager of basic pension
insurance investment. It is one of the fund companies with “full qualification” in the industry. As at 30 June
2018, ICBC Credit Suisse Asset Management managed a total of 113 public funds and nearly 540 enterprise
annuities and special account portfolios, and the size of the assets under management amounted to RMB1.38
trillion. As at 30 June 2018, it recorded total assets of RMBS8,587 million and net assets of RMB7,024 million.
It generated an annual net profit of RMB725 million during the six months ended 30 June 2018.

ICBC FINANCIAL LEASING CO., LTD. (“ICBC Leasing”)

ICBC Leasing, our wholly owned subsidiary, has a paid-up capital of RMB18.0 billion. It mainly engages in
financial leasing of large-scale equipment in key fields such as aviation, shipping, energy and power, rail transit
and equipment manufacturing and provides a variety of financial and industrial services including retail
assignment, investment funds, securitisation of investment assets, assets transactions and management. It has
become a financial leasing company with the strongest comprehensive strength in China. As at 30 June 2018,
ICBC Leasing recorded total assets of RMB341,690 million and net assets of RMB30,678 million. It generated
a net profit of RMB1,451 million during the six months ended 30 June 2018.

ICBC-AXA ASSURANCE CO., LTD. (“ICBC-AXA”)

ICBC-AXA, a subsidiary in which we hold a 60 per cent. stake, has a paid-up capital of RMB12,505 million.
ICBC-AXA engages in a variety of insurance businesses such as life insurance, health insurance and accident
insurance, and re-insurance of these businesses, businesses in which use of insurance capital is permitted by
laws and regulations of the State and other businesses approved by the China Insurance Regulatory
Commission. As at 30 June 2018, it recorded total assets of RMB110,865 million and net assets of RMB11,731
million.

ICBC FINANCIAL ASSET INVESTMENT CO., LIMITED (“ICBC Investment”)

With a paid-in capital of RMB12.0 billion, ICBC Investment is our wholly-owned subsidiary and one of the

first pilot banks in China authorised by the State Council to conduct debt-for-equity swap. It holds the franchise
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licence of non-bank financial institution and is mainly engaged in debt-for-equity swap and the supporting
business. As at 30 June 2018, ICBC Investment recorded total assets of RMB12,588 million and net assets of
RMB12,466 million. It generated a net profit of RMB273 million during the six months ended 30 June 2018.

Majority Equity Participation Company

STANDARD BANK GROUP LIMITED

Standard Bank Group Limited is the largest commercial bank in Africa. Its scope of business covers commercial
banking, investment banking, life insurance business and other areas. We hold 20.08 per cent. of the ordinary
shares of Standard Bank Group Limited, and maintain frequent strategic cooperation and exchange with it. As
at 30 June 2018, Standard Bank Group Limited recorded total assets of ZAR2,046,932 million and net assets
of ZAR 189,078 million. It generated an annual net profit of ZAR12,706 million during the six months ended
30 June 2018.

IT-BASED BANKING DEVELOPMENT

We continued to improve the “big data” basis for IT-based banking development, input data of financial market,
e-commerce platform and comprehensive subsidiaries as data warehouse, and incorporated personal Internet
banking logs and other unstructured data into the Group’s database. We strengthened data analysis mining and
application in terms of e-commerce, risk management, precision marketing and product classification. We
integrated business handling process, continued to improve consolidation of customer information and
optimised our customer-oriented marketing assessment system. We also improved our financial asset service
system and implemented full-process management on asset investment and operation. Furthermore, we
advanced the system building in our international and diversified operations, and accomplished comprehensive
business system development in ICBC-AXA, ICBC Credit Suisse Investment Management and other
subsidiaries.

Our information system maintained stable and secure operation. We have acquired the capability to switch our
city-wide host systems in two technical parks within several minutes, and transformed from traditional disaster
recovery mode to dual-centre parallel mode to ensure the around-the-clock operation of our global business.
We continued to build the group-wide daily administrative mechanism on information security and conducted
tiered authorisation and information protection. We reformed the financial IC card, mobile payment and other
application systems, enhanced our controllability on information security protection and reinforced security
protection measures for customer service system. In 2017, we obtained 50 new patents from the State
Intellectual Property Office (the “SIPO”), and the total number of patents that we owned increased to 506 as at
the end of 2017. In the six months ended 30 June 2018, we have obtained an additional 28 patents from the
SIPO and the total number of patents that we owned further increased to 524 as at 30 June 2018.

INTELLECTUAL PROPERTY RIGHTS

In the first half of 2018, the Bank obtained 28 patents from the State Intellectual Property Office, and the total
number of patents owned by the Bank increased to 524. The Bank had eight scientific and technological
achievements that won the Technological Development Award of PBC, of which, the “three centers in two
cities” project won the outstanding award as the only project to be so honored in the 2016 Technological
Development Award. The Bank became the only commercial bank rated 2A by the information technology
supervision of CBIRC for three consecutive years. We are also the registered owner of the domain names of
our websites such as “www.icbc.com.cn”, “www.icbc.com.hk” and “www.icbc.asia”. The trademark

« IcBC @ » (individually and collectively with our Chinese and/or English name), for which we have the
copyright, has been widely used on our signboards, badges, publicity materials and internal documents. See
also “—IT-Based Banking Development” above.
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HUMAN RESOURCES MANAGEMENT

As at 30 June 2018, we had 443,169 employees worldwide (excluding labour dispatched for services),
representing a decrease of 9,879 employees compared with the number as of the end of 2017. Of our employees,
5,886 were employed by our major domestic subsidiaries and 15,306 were employed by our overseas
institutions. In addition, we had 77 dispatched workers as at 30 June 2018.

Based on our bank-wide information-based, internationalised and diversified development strategy, we adhered
to the concept of humanity, service collaboration and scientific management, and continued to strive for
innovation in our human resources management philosophy and methods as well as system and mechanism.
We strengthened our human resources system, continued corporate officer structure reform and optimised
corporate rank titles. We improved remuneration incentive mechanism and expanded the career development
platform for our employees. We enhanced our human resources allocation and improved the supporting
mechanism for selection, utilisation, cultivation and preservation of talents. We carried forward the institutional
reform and in-depth human resources management project.

Focusing on employee training and qualification authentication system, we enhanced professional competence
of our employees. We reinforced training innovation, carried out the “study+practice” dualistic training mode
and the training evaluation and feedback mechanism of “compulsory examination for each training course”,
built the knowledge sharing platform and pushed information to front-line staff on a real-time basis. We set up
the “ICBC College” website on the intranet, explored to launch ICBC mobile learning, and organised “bank-
wide reading” series activities, providing diversified and multi-channel learning path for our employees. In
2017, we organised approximately 49,000 training sessions for approximately 5.67 million persons, with an
average of 9.9 days per person. In the six months ended 30 June 2018, we organised 20,000 training sessions
for 1.95 million employees, with an average of 3.4 days per employee.

We intensified the dissemination of corporate culture inside and outside of the Group. We also organised
the fourth “Touching ICBC” selection activity to inspire staff and gather our strengths. We carried out activities
themed “Year for Developing a Bank of People’s Satisfaction” and led staff to set up the customer first service
concept, enhancing customer satisfaction of the whole bank. Through the column of “President talks about
culture” on the Internal Information Net, we established an experience sharing platform on cultural development
for administrative staff at various levels. It reinforced publicity and cultural exchange, and made special
coverage on “Enterprise Spirit, Gathering Strength” at China Economic Net. In addition, we strengthened
compliance culture development and blended such culture into staff compliance education.

LEGAL AND REGULATORY PROCEEDINGS

We are involved in legal proceedings in the ordinary course of our business. Most of the legal proceedings were
initiated by us for recovering NPLs, while some legal proceedings arose from customer disputes. As at 30 June
2018, the aggregate amount of pending legal proceedings in which we acted as defendant was RMB4,704
million, accounting for around 0.02 per cent. of our total assets as at the same date. We do not expect any
material adverse effect from these pending legal proceedings on our business, financial position and results of
operations.

We strictly comply with applicable anti-money laundering and anti-terrorism laws and other regulations in the
PRC, Hong Kong, Singapore and other jurisdictions where we have operations. We actively fulfil our
obligations and responsibilities in terms of anti-money laundering by coordinating the establishment of anti-
money laundering policies and systems, including a specialist team. We have carried out customer
identification, large amount and suspicious transaction reporting, money laundering risk assessment, anti-
money laundering training and audits, which have improved the anti-money laundering and anti-terrorist
financing compliance capabilities of the Group. Save as disclosed under “Risk Factors - Other Risks Relating
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to Our Business - We may not be able to prevent fully or to detect timely any money laundering and other illegal
or improper activities”, we are not currently aware of any money laundering or terrorist financing activities
engaged in by, or involving any employee of, our domestic or overseas branches or subsidiaries which may
materially and adversely affect our business, financial condition and results of operations.
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RECENT DEVELOPMENTS

Investment in National Financing Guarantee Fund

On 25 July 2018, the Bank announced that the Board had approved the RMB3 billion investment in the
National Financing Guarantee Fund Co., Ltd (the “Fund”). The capital injection will be paid by instalments in
four years commencing from 2018, with the subscription amounting to 4.5386 per cent. of the Fund’s capital.
The investment is financed by the Bank’s own capital.

The MOF collaborated with 20 institutions to jointly initiate and establish the Fund, which had an initial
registered capital of RMB66.1 billion. The Fund is positioned as a quasi-public financial institution with the
mission of alleviating the financing difficulties and high financing costs experienced by small and micro
enterprises, “agriculture, rural areas, and rural residents” related enterprises and innovative start-ups.

The investment forms part of the Bank’s strategy to serve the real economy and enhance its capacity in
providing inclusive finance services.

Proposed Appointment of Director and Supervisor

On 30 August 2018, the Bank resolved that in the Board’s meeting, Mr. Fred Zuliu Hu be nominated as
a candidate for election as Independent Non-executive Director of the Bank and Mr. Qu Qiang be nominated as
a candidate for election as External Supervisor of the Bank.

The appointment of Mr. Fred Zuliu Hu as Independent Non-executive Director of the Bank is subject to
consideration and approval at the shareholders’ general meeting of the Bank after confirmation of no objection
by the Shanghai Stock Exchange and subject to the approval of the CBIRC. The appointment of Mr. Qu Qiang
as External Supervisor of the Bank is subject to consideration and approval at the shareholders’ general meeting.

On 21 September 2018, the Bank announced that Mr. Hui Ping was elected as the employee supervisor
of the Bank for a term of three years commencing on 21 September 2018 at the special meeting of the first
session of employee representative assembly of the Bank.

Resignations of Senior Officers and Non-executive Director

On 2 July 2018, the Bank announced that Mr. Zhang Hongli had tendered his resignation to the Board,
resigning from the position as Senior Executive Vice President of the Bank.

On 5 September 2018, the Bank announced that Mr. Wang Jingdong had tendered his resignation to the
Board, resigning from the positions as Executive Director, member of the Related Party Transactions Control
Committee of the Board and Senior Executive Vice President of the Bank due to change of job assignments.

On 6 September 2018, the Bank announced that Mr. Li Yunze had resigned from the position as Senior
Executive Vice President of the Bank due to change of job assignments.

On 11 October 2018, the Bank announced that Mr. Fei Zhoulin had resigned from the position as Non-
executive Director of the Bank and member of the Audit Committee, Risk Management Committee and
Nomination Committee of the Board due to his age.

Mr. Zhang Hongli, Mr. Wang Jingdong, Mr. Li Yunze and Mr. Fei Zhoulin have each confirmed that they
have no disagreement with the Board and there are no other matters relating to their departure that need to be
brought to the attention of the shareholders and creditors of the Bank.

Approval of Establishment of a Subsidiary in Austria

On 7 September 2018, the Bank announced the approval from the European Central Bank on its
application to establish ICBC Austria Bank GmbH. The Bank has previously obtained the relevant approval
from the former CBRC. The establishment of a subsidiary in Austria is aimed to improve the Bank’s ability to
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provide cross-border financial services in the European market and Central and Eastern Europe and the Bank’s
network layout in the countries along the “Belt and Road”.

Recent Issuances
On 19 July 2018, the Bank’s Hong Kong Branch issued U.S.$50,000,000 floating rate notes due 2021.

On 23 July 2018, the Bank’s Hong Kong branch issued U.S.$50,000,000 floating rate notes due 2021
and U.S.$100,000,000 floating rate notes due 2020 and the Bank’s Sydney branch issued U.S.$40,000,000
floating rate notes due 2020.

On 24 July 2018, the Bank’s Hong Kong branch issued U.S.$150,000,000 floating rate notes due 2020
and U.S.$50,000,000 floating rate notes due 2020.

On 30 July 2018, ICBC Asia issued U.S.$100,000,000 floating rate notes due 2020 and U.S.$50,000,000
floating rate notes due 2020.

On 22 August 2018, ICBC Asia issued U.S.$100,000,000 floating rate notes due 2020.
On 23 August 2018, ICBC Asia issued HK$150,000,000 fixed rate notes due 2020.
On 24 August 2018, the Bank’s New Zealand branch issued NZD7,600,000 fixed rate notes due 2022.

On 10 September 2018, the Bank’s Hong Kong branch issued U.S.$50,000,000 floating rate notes due
2019.

On 19 September 2018, the Bank’s Luxembourg branch issued U.S.$30,000,000 fixed rate notes due
2019.

On 26 September 2018, the Bank’s Luxembourg branch issued U.S.$30,000,000 fixed rate notes due
2019.

On 27 September 2018, the Bank’s Hong Kong branch issued U.S.$100,000,000 floating rate notes due
2020.

Proposed Issuance of Preference Shares

On 30 August 2018, the Bank’s Board approved the proposal to issue Preference Shares on the domestic
and offshore markets with an aggregate amount of not more than the equivalent of RMB100 billion to replenish
the Bank’s Additional Tier 1 Capital, among which, the aggregate amount of Preference Shares to be issued in
the domestic market either in a single or multiple series would be not more than RMB100 billion, and the
aggregate amount of Preference Shares proposed to be issued in the offshore market would be not more than
the equivalent of RMB44 billion or its equivalent. The specific issuance amount will be determined within the
limits specified above by the Board. The preference share issuance plan remains subject to review and approval
by the shareholders at the Shareholders’ General Meeting of the Bank and by the relevant regulatory authorities.

Proposed Issuance of Tier 2 Capital instruments

On 30 August 2018, the Board of the Bank approved the proposal to issue eligible Tier 2 Capital
instruments with the total amount up to an equivalent of RMB110 billion by the end of 2020. The proposal
remains subject to review and approval by the shareholders at the Shareholders’ General Meeting of the Bank.
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FUNDING AND CAPITAL ADEQUACY

FUNDING

The funding operations of the Bank are designed to ensure stability of funding, minimise funding costs
and effectively manage liquidity. Although customer deposits have always been its main source of funding, the
Bank aims to maintain a diversified funding base. Its funding is primarily derived from deposits placed with
the Bank by its corporate and personal customers. The Bank also derives funding from shareholders’ equity,
debt instrument issuance and inter-bank borrowings. The Bank raises foreign currency from customers’ foreign
currency deposits and occasionally from borrowings with counterparties.

The following table gives a breakdown of the Bank’s customer deposits classified by business line, as
at the dates indicated:

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Corporate deposits

Time deposits 4,176,834 23.4% 4,635,661 23.7% 4,986,953 24.0 %
Demand deposits 5,271,686 29.6% 6,069,804 31.0% 6,436,296 30.9 %
Subtotal 9,448,520 53.0% 10,705,465 54.7% 11,423,249 549 %

Personal deposits

Time deposits 4,419,907 24.8% 4,748,525 24.3% 5,237,329 252 %

Demanddeposns ................................................ 3,720,374 20.9% 3,820,392 19.5% 3,954,673 19.0 %

Subtotal .............................................................. 8,140,281 45.7% 8,568,917 43.8% 9,192,002 442 %

Otherdeposns“) ................................................. 236,501 1.3% 288,554 1.5% 202,791 0.9 %

Total .................................................................. 17,825,302 100.0% 19,562,936 100.0% 20,818,042 100.0 %
Note:

(1)  Includes outward remittance and remittance payables.
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The following table gives a breakdown of the Bank’s customer deposits (on a consolidated basis) by
remaining maturity for the periods indicated:

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Demand deposits) 11,224,775 53.9
........................................... 9,783,195 54.9% 10,701,914 54.7% %
Less than 3 months 2,374,271 114
........................................... 2,145,423 12.0% 2,402,603 12.3% %
3 to 12 months 4,305,017 20.7
........................................... 3,705,472 20.8% 3,895,490 19.9% %
1 to 5 years 2,910,698 14.0
........................................... 2,185,850 12.3% 2,549,415 13.0% %
Over 5 years 3,281 0.0
........................................... 5,362 0.0% 13,514 0.1% %
Total 20,818,042
........................................... 17,825,302 100.0% 19,562,936 100.0% 100.0%
Note:

(1)  Includes time deposits payable on demand.

Capital Adequacy

The following table sets forth the Bank’s core capital and supplementary capital, risk-weighted assets and
capital adequacy ratios (on a standalone basis), calculated in accordance with the applicable guidelines of the
CBIRC.

As at 31 December As at 30 June
2016 2017 2018
Parent Parent Parent
Group Company Group Company Group Company

(in RMB millions, except for percentages)

Item
Calculated in accordance with the Capital Regulation:

Net Core Tier 1 Capital

........................................... 1,874,976 1,723,839 2,030,108 1,856,054 2,081,371 1,903,021
Net Tier 1 Capital

........................................... 1,954,770 1,803,214 2,110,060 1,935,429 2,161,384 1,965,620
Net Capital Base

........................................... 2,127,462 1,960,840 2,406,920 2,216,707 2,485,361 2,273,534
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As at 31 December As at 30 June

2016 2017 2018

Parent Parent Parent
Group Company Group Company Group Company

(in RMB millions, except for percentages)

Core Tier 1 Capital

Adequacy Ratio

........................................... 12.87% 12.90% 12.77% 12.88% 12.33% 12.46%
Tier 1 Capital Adequacy

Ratio

........................................... 13.42% 13.49% 13.27% 13.44% 12.81% 12.87%
Capital Adequacy Ratio

........................................... 14.61% 14.67% 15.14% 15.39% 14.73% 14.89%

Calculated in accordance with the Regulation Governing Capital Adequacy of Commercial Banks and related regulations:

Core Capital Adequacy

Ratio

........................................... 11.71% 11.96% 11.65% 11.96% 11.36% 11.60%
Capital Adequacy Ratio

........................................... 14.29% 14.26% 14.56% 14.67% 14.06% 14.09%

As at 31 December 2017, the Core Tier 1 Capital Adequacy Ratio, Tier 1 Capital Adequacy Ratio and Capital
Adequacy Ratio (in each case, for the Group) calculated by the Bank in accordance with the Capital Regulation
stood at 12.77 per cent., 13.27 per cent. and 15.14 per cent., respectively, all complying with regulatory
requirements. As at 30 June 2018, the Core Tier 1 Capital Adequacy Ratio, Tier 1 Capital Adequacy Ratio and
Capital Adequacy Ratio (in each case, for the Group) calculated by the Bank in accordance with the Capital
Regulation stood at 12.33 per cent., 12.81 per cent. and 14.73 per cent., respectively, all complying with
regulatory requirements.

In 2017 and the first half of 2018, the Bank further deepened the capital management reform, strengthened
capital saving and optimisation, intensified the constraint of economic capital on risk-weighted assets and
continued to elevate the capital use efficiency and return on capital. On the basis of stabilising the
supplementation of endogenous capital such as retained profits, the Bank proactively carried out external capital
replenishment to continuously consolidate the bank-wide capital base in order to reinforce its capacity in
supporting the real economy. Actively responding to the various national policies and guidance, the Bank
focused more on and increased support to areas such as green finance and inclusive finance. Moreover, the
Bank coordinated, allocated and utilised various capital resources to satisfy capital supplement requirements of
subsidiaries.
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The following table sets forth information relating to the Group’s capital adequacy as at 31 December
2016 and 2017 and as at 30 June 2018, calculated in accordance with the Capital Regulation.

Core Tier 1 Capital

Cash flow hedge reserves that relate to the hedging of items

that are not fair valued on the balance sheet

Investment in Core Tier 1 Capital instruments issued by

financial institutions that are under control but not subject

to consolidation

As at 31 December

As at 30 June

2016 2017 2018
(in RMB millions, except percentages)

1,886,536 2,044,390 2,095,885
356,407 356,407 356,407
151,998 151,952 151,958
205,021 232,660 233,080
251,349 264,850 266,360
940,237 1,096,868 1,114,821

3,164 2,716 2,996
(21,640) (61,063) (29,737)
11,560 14,282 14,514
9,001 8,478 8,508
1,477 1,532 1,776
(4,618) (3,708) (3,750)
5,700 7,980 7,980
1,874,976 2,030,108 2,081,371
79,794 79,952 80,013
79,375 79,375 79,375
419 577 638

1,954,770 2,110,060 2,161,384
178,292 297,360 323,977



As at 31 December As at 30 June

2016 2017 2018

(in RMB millions, except percentages)

Valid portion of Tier 2 Capital instruments and related 154,861 222,321 202,253
premium

Surpus provsion forlown st 19,195 173 118764
Valdporion of mirity meress 236 5303 2960
Ti; anpltal . deductlons ....................................................... — - :
 Sinican miorty imestments n Tir 2 Cpial a0 s _

instruments issued by financial institutions that are not
subject to consolidation

Net capital base 2,127,462 2,406,920 2,485,361

Rlsk-welghtedassets“) ............................................................. 14,564,617 15,902,801 16,878,254

CoreTir | Copitn Adeausey oo

Tl Coplal AdegumeyRato.

Covl Aot
Note:

(1)  Refers to risk-weighted assets after capital floor and adjustments.

In November 2013, the Bank was added to the list of global systematically important banks (“G-SIBs”)
by the Financial Stability Board, an international organisation monitoring and coordinating the world’s financial
system. The Bank is in Bucket 1 of G-SIBs, which subject the Bank to a 1 per cent. additional capital
requirement. Under Basel III (a global regulatory standard on bank capital adequacy), the leverage ratios of
minimum Core Tier 1 Capital and total capital for internationally active banks are 7 per cent. and 10.5 per cent.,
respectively, and the required ratios for the Bank to become a G-SIB are 8 per cent. and 11.5 per cent.,
respectively. As at 31 December 2017, the capital adequacy ratios of the Bank (Group) were 12.77 per cent. for
Core Tier 1 Capital, 13.27 per cent. for Tier 1 Capital, and 15.14 per cent. for Capital, far above the minimum
requirement and leaving high safety margins. As at 30 June 2018, the capital adequacy ratios of the Bank
(Group) were 12.33 per cent. for Core Tier 1 Capital, 12.81 per cent. for Tier 1 Capital, and 14.73 per cent. for
Capital. In other words, the Bank has no need to raise more capital to qualify as a G-SIB.

Capital Financing Management

The Bank actively carried out external capital replenishment and promoted the issuance of new capital
instruments on the basis of achieving replenishment by retained profits. According to its capital planning and
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capital replenishment plan, in November 2017, the Bank issued two tranches of Tier 2 capital bonds each worth
RMB44.0 billion in China’s national interbank bond market with the total size of issuance standing at RMBS88.0
billion. All funds raised were used to replenish the Tier 2 capital of the Bank as per applicable laws and the
approval of the regulator.

Allocation and Management of Economic Capital

Economic capital management of the Bank includes three major aspects: measurement, allocation and
application. Economic capital indicators include Economic Capital (EC), Risk-Adjusted Return on Capital
(RAROC) and Economic Value-added (EVA). All of the above are applied in credit resource allocation, quota
management, performance assessment, expenditure allocation, product pricing and customer management, etc.

In 2017, the Bank further strengthened its economic capital management in terms of measurement,
allocation and assessment, improved its economic capital measurement policy and optimised its economic
capital measurement standards and system. The Bank strictly implemented the measures for quota management,
continuously boosted the refined management of economic capital and reinforced the capital constraint on
domestic branches, profitability units, overseas institutions and subsidiaries. Moreover, the Bank upgraded the
economic capital measurement and appraisal policy of credit business and proactively facilitated the adjustment
of its credit structure. It strengthened training on economic capital management for institutions at all levels and
vigorously pushed forward operational management and business front-line application of economic capital.
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RISK MANAGEMENT

ENTERPRISE RISK MANAGEMENT SYSTEM

As a commercial bank, we are subject to a number of risks, primarily including credit risk, market risk,
operational risk, liquidity risk and compliance risk. In order to manage these risks, we have established an
enterprise risk management system, a process whereby the Board, senior management and other employees
perform their respective duties and responsibilities to take effective control of different types of risks at various
business levels in order to provide a reasonable guarantee of the achievement of our risk management
objectives. Our risk management principles include, among others, the matching of risk with return, internal
checks and balances with consideration as to efficiency, risk diversification, quantitative and qualitative
analysis, dynamic adaptability adjustments and gradual improvement.

We promote the consistency and standardisation of our risk management policies, processes, models,
methods and systems. Our head office guides, manages and controls the business activities of our branches
through delegation and credit extension, risk limits and other risk control instruments. Our organisational
structure for risk management comprises, among others, the Board and its special committees, our senior
management and its special committees, our risk management department and our internal audit department.

Our risk management organisational structure is illustrated below.
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The Board is responsible for the establishment and implementation of an effective internal control system for
us to ensure that we operate within applicable legal and regulatory frameworks. Our senior management is
responsible for implementing risk management strategies formulated by the Board, formulating risk
management procedures and processes, managing risks associated with our various business lines and ensuring
the various parameters are in line with our risk preference. Our chief risk officer assists our president in
overseeing our risk management and making related decisions. The risk management committee of the Board
is primarily responsible for reviewing and revising our risk management strategies, policies, procedures and
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internal control processes as well as the supervision and evaluation of risk management related work performed
by our senior management and risk management departments. We have clarified the responsibilities of the
respective risk management departments. In line with our risk management strategy, each of the various
business departments, risk management departments, internal control departments and internal audit department
performs their respective risk management responsibilities.

ACHIEVEMENTS IN RISK MANAGEMENT IN RECENT YEARS

Since our initial public offering in 2006, we have actively responded to the challenges posed by various
uncertain factors and risks by enhancing corporate governance and improving internal control. We have
continued to improve our enterprise risk management system, strengthened the overall construction of
enterprise risk management policies, developed and completed templates for risk evaluation, gradually
established an industry-leading risk information system and built up an enterprise risk management system with
unique characteristics, which we continue to improve and refine.

In recent years, we have achieved a series of satisfactory results in risk management. Our achievements
can be summarised as “full process, full coverage, new standards and new technologies”. In particular, we have
implemented risk management throughout the entire process of risk identification, measurement, control,
monitoring, evaluation and reporting covering entities from the Group level to all overseas branches and all
business operations.

We have taken the initiative in the PRC in developing and researching methods and systems of measuring
various risks pursuant to the new capital regulatory standards and have been maintaining a leading position in
the domestic industry. We have established an industry-leading information technology support system with the
capability to cover comprehensively the entire risk management process, in order to provide technical support
for risk management.

In 2017, we took the following initiatives to strengthen our risk management system:

° we further improved the enterprise risk management system, continuously upgraded risk
management technologies and methods, enhanced the capacity of risk pre-judgment and dynamic
control, so as to push the enterprise risk management to a new level,

° we also promoted the implementation of the latest international and domestic regulatory
requirements, improved the basic policies for enterprise risk management and better managed
related work of G-SIB;

° we strengthened consolidated risk management in the Group, intensified the management of risk
limits for non-banking subsidiaries, and organised the risk assessment of the subsidiaries;

] we advanced country risk management by strengthening monitoring analysis, reporting and limit
management, and enhanced sovereign risk control capability;

] we reinforced the management of the Group’s market risk, strengthened the market risk
management of overseas institutions and continued perfecting our product control; and

] we further implemented the advanced capital management approaches and continued to refine
the measurement system concerning credit risk, market risk and operational risk and strengthen
the monitoring, improvement, validation and management application of the risk measurement
system.

Our ongoing efforts in risk management in recent years have achieved positive results. In recent years,
we have maintained stable assets quality. As at 31 December 2016 and 2017 and 30 June 2018, our NPL ratios

were 1.62 per cent., 1.55 per cent. and 1.54 per cent., respectively.
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IMPLEMENTATION OF NEW CAPITAL MANAGEMENT REGULATION

In June 2012, the former CBRC issued the Capital Regulation, which set out stricter requirements on
capital management of commercial banks. In order to implement the relevant requirements of the CBIRC, we
continue to promote the adoption of advanced capital management methods. We have preliminarily established
an internal capital adequacy assessment system and published a Capital Adequacy Ratio Report for 2015, 2016
and 2017 in accordance with the Capital Regulation.

Continuously promoted the adoption of advanced capital management methods

In recent years, we have been preparing for the implementation of the advanced capital management
methods. We have improved data quality management, optimised our risk measurement model, upgraded our
IT systems and extended their coverage abroad, expanded the application of risk measurement results and
further increased our risk management capability. See “— Credit Risk”, “— Market Risk”, and “— Operational
Risk” for further details regarding the measures we have adopted for credit risk, market risk, and operational
risk.

On 3 April 2014, the former CBRC officially approved our implementation of the advanced capital
management methods and permitted us to use the internal model to calculate risk adjusted capital and Capital
Adequacy Ratio. Furthermore, the former CBRC required us to apply the results of risk measurement to internal
management. Pursuant to the scope of implementation approved by the former CBRC and relevant regulatory
requirements, we adopted the preliminary internal ratings based approach for corporate credit risks, the internal
ratings based approach for retail credit risks, the internal model approach for market risks and the standard
approach for operational risks.

Preliminarily established an internal capital adequacy assessment system

We preliminarily established an assessment system for internal capital adequacy, comprising, among
others, substantial risk assessment, capital adequacy forecasting and integrated stress testing. The substantial
risk assessment system was able to assess the substantial risks to which we are subject. In addition, it can
conduct comprehensive analyses of the risk level and management of various kinds of substantial risks. The
capital adequacy forecast system can predict changes in various types of risk-weighted assets and capital based
on our business and financial plans, so as to predict the capital adequacy level in following years. The integrated
stress testing system can set stress scenarios reflecting the business operation, the assets and liabilities portfolio
and our risk features based on the analyses of the macroeconomic trend in the future. Thereafter, it can conduct
sensitivity analysis on various parameters (including the Capital Adequacy Ratio) of the Group under each
stress scenario.

Publication of the Capital Adequacy Ratio Report

In accordance with the Capital Regulation, we published our 2015, 2016 and 2017 Capital Adequacy
Ratio Reports, which set out detailed explanations of, among others, the calculation of our Capital Adequacy
Ratio, capital composition, measurement of risk-weighted assets, internal capital adequacy assessment, capital
planning and capital adequacy management plans.

CREDIT RISK

Overview

Credit risk refers to the risk of losses suffered by a bank as a result of the failure by a borrower or the
counterparty to fulfil its obligations under a contract. Our credit risk is primarily associated with loan portfolios,
treasury (including, for example, deposits in other banks, loans to other banks, reverse repurchase, corporate
bonds and financial bonds investment), account receivables and off-balance sheet credit business (including,
for example, collateral, commitment and financial derivatives trading).

142



We have adopted an independent, centralised and vertically integrated credit risk management process
and continue to improve our credit granting procedures. In strict compliance with the regulatory requirements
of the former CBRC (such as its guidelines on credit risk management) and under the leadership of the Board
and senior management, we have established an organisational management structure of our credit business
with segregated functions of front, middle and back offices. The Board is ultimately responsible for the
effectiveness of the monitoring of credit risk management. Our senior management is responsible for
implementing the strategies, general policies and systems of credit risk management approved by the Board.
The credit risk management committee under our senior management is our decision-making body with respect
to credit risk management related issues and is responsible for reviewing any important and significant matters
relating to credit risk management. Our credit risk management departments at various levels are responsible
for managing credit risk at their respective levels, and our business departments implement the credit risk
management policies and standards for their respective business areas based on their own functions.

Our credit risk management has the following characteristics: (1) standardised credit management
processes are implemented throughout the Bank; (2) the principles and processes of risk management focus on
the entire process of credit business, covering customer investigation, credit rating, loan evaluation, loan review
and approval, loan payment and postlending monitoring; (3) a special organisation is set up to supervise the
entire process of credit business; (4) the qualification of employees who are responsible for credit review and
approval is strictly reviewed; and (5) a series of information management systems are designed to reinforce the
monitoring of risks.

Credit Risk Management for Corporate Loans

A customer must have a credit line with us to be eligible for an individual loan application. Each new
corporate loan customer must first be assigned with a credit rating before being considered for a total credit
line. Our corporate relationship managers conduct an initial investigation and evaluation of each new customer,
which is primarily focused on the customer’s operating conditions, financial condition and credit situation (as
well as the guarantor and collaterals if there is a security package). As part of their investigation, our corporate
relationship managers rely on our client information integration solution (“CIIS”) system to screen out
applicants with bad credit history. For new customers, the credit rating and credit line applications are processed
at the same time as the individual loan applications and the initial investigations.

Customer Credit Rating

We assign credit ratings to our customers based on detailed quantitative and qualitative indicators, which
include a broad range of factors such as the customer’s ability and willingness to repay, the industry sector of
the customer and geographic region where the customer operates. We maintain a 12-grade internal ratings
system for our corporate customers ranging from AAA to B. Each new customer will be assigned a credit rating,
and we re-assess the credit rating of each of our corporate customers each year based on an annual review.
Customers with a credit rating of AA— or above, or customers with a credit rating of A+ or above who satisfy
certain additional conditions, will be eligible for unsecured loans. Loans to customers who don’t satisfy the
conditions for unsecured loans are required to be secured by collateral or third-party guarantees. Our entire
credit rating process is supported by proprietary information systems that we have developed in-house.

Customer Credit Line Approval

The total credit line that we grant to a customer is determined by taking into account its credit rating and
conducting a comprehensive analysis and evaluation of the customer’s credit history and financing needs. Our
head office and branches may approve credit line applications within their specific authorisation limits. When
a credit line application report is received from our loan origination personnel, a primary reviewer is appointed
to assess the application in accordance with our internal policies and procedures. If the credit line is within the
authorisation limits of the originating branch, the primary reviewer then presents his findings and

recommendations to the credit approval committee of that branch for further review. Credit line applications
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that exceed the authorisation limits of the originating branch must be submitted to a higher tier branch or head
office, as applicable, for the requisite authorisations. In addition, the preliminary decision by the relevant
committee at our head office or branches must be further approved by an authorised loan approval officer who
is typically a senior manager at our head office or branches.

Individual Loan Approval and Management

Initial Loan Evaluation

When a customer applies for a new loan, our initial evaluation generally consists of (i) assessing recent
developments relating to the customer’s financial condition and credit history; (ii) reviewing the planned use
of proceeds; (iii) assessing the reliability of the primary source of repayment for the loans; (iv) evaluating the
collateral or reviewing the financial conditions of the guarantor, if any; and (v) assessing the overall credit risk
and potential financial returns associated with the loan.

Loan Review and Approval

Individual Loan Approval. When a corporate relationship manager recommends a loan for approval, he
or she will submit the loan application package, which includes an evaluation report, to a reviewer in the
relevant credit approval department for review. If the loan will be collateralised, there will be a separate
evaluation of the underlying collateral. Based on an examination of the loan application package, the reviewer
will prepare a report that includes his or her findings and recommendation to that branch’s credit approval
committee.

Project Evaluation. In reviewing applications for medium or long-term loans to fund major projects,
such as acquisitions of fixed assets, expansion of production capacity, infrastructure development and property
development, a loan assessment team will be formed to evaluate the underlying project. We assess the
borrowers, the co-investors in the underlying projects and the underlying projects themselves, taking into
account factors such as the anticipated cash flows of the projects, the perceived repayment ability of the
borrowers and other credit risks related to the relevant loans. We may seek professional advice from external
parties in the course of conducting such project evaluations depending on the circumstances.

Collateral Appraisal. In principle, we conduct valuation assessments for secured loans that have specific
collaterals. Afterwards, we enter into the loan approval process, conduct an independent appraisal of the
collateral and approve the loan based on our appraisal. The credit approval department is responsible for
arranging the collateral appraisal process. Loans that are secured by collateral are generally subject to the
following loan-to-value ratio limits, depending on the type of collateral.

Type of Collateral Maximum Loan-to-Value Ratio
Properties

Real estate 70%

Land use rights 70%

Movable assets 50%

Monetary assets

Cash deposits with us 90%

Government bonds 90% (based on the lower of book value or market value)
Bonds issued by financial institutions 80% (based on the lower of book value or market value)
Corporate bonds 50% (based on the lower of book value or market value)
Non-publicly traded equity securities 50% (based on net asset value)
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Publicly traded stocks 60% (based on market value)

We require all the collateral to be re-appraised on a regular basis. We utilise an appraisal management
information system that allows us to maintain electronic records of titles, external appraisals, physical status
and other factors that may affect the value of our collateral.

In respect of third-party guarantees, we evaluate the guarantor’s financial condition, credit history and
ability to meet its obligations.

Fund Disbursement

After a loan application is conditionally approved, the relevant corporate relationship manager must
ensure that all the conditions are satisfied before the loan is extended. Such conditions can include, as
applicable, obtaining a guarantee, securing funding for the project, obtaining government approval for the
underlying project or inclusion of additional provisions in the loan document, such as financial ratio
requirements and restrictions on the borrower’s ability to make dividend distributions. Upon satisfaction of all
conditions, an authorised loan officer will execute credit documents with the borrower, and funds are disbursed.
Our loan documents are generally based on standard forms and are reviewed by our legal personnel.

Post-disbursement Management

Post-disbursement review

We conduct post-disbursement monitoring and review, including the monitoring of post-disbursement
payment and periodic review, in order to detect potential non-repayment or other risks and to implement
preventative measures in order to mitigate default risks or take remedial actions to minimise potential losses.
The frequency of post-disbursement review depends on the credit rating of the customers and factors that would
affect the customers’ ability to repay the loans.

Loan Classification

All PRC commercial banks are required to classify their outstanding loans based on a five-category loan
classification system. See “Assets and Liabilities — Assets — Asset Quality of our Loan Portfolio”. We have
adopted an internal 12-grade loan classification system, which refines the five-category loan classification
system, to classify our corporate loans. We continue to use the five-category loan classification system to
classify our discounted bills and off-balance sheet commitments, such as guarantees, for internal purposes.

The following table illustrates our internal 12-grade loan classification system:

Pass Special Mention Substandard Doubtful Loss
Pass Pass Pass Pass Special Special Special Substandard Substandard Doubtful Doubtful Loss
One Two Three Four Mention One Mention Two ~ Mention One Two One Two

Three

This loan classification system takes into account both quantitative and qualitative factors, including the
credit rating of the relevant borrower, the existence of a guarantee and the outstanding period of any overdue
payments. The system utilises a quantified scoring model, and preliminary scores are automatically generated
by our global credit management system (the “GCMS”). The relevant corporate relationship manager will
provide a recommendation for classification based on the preliminary results generated by the system. Our
credit management department will review the classification results and provide its views upon review, and the
relevant person responsible for the credit management department will finalise, within his or her scope of
authority, the classification of the relevant loan upon further examination. We review our loan classification on
a monthly basis.
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Our internal 12-grade loan classification system is designed to enable us to monitor better changes in
our asset quality, to detect potential credit risks and to conduct more effectively post-disbursement management
of our loan portfolio. We believe that this system has strengthened our loan monitoring function and improved
our overall credit management.

Management of NPLs

The credit and investment management department at our head office as well as the credit and investment
management and risk management department at our branches are primarily responsible for managing our
NPLs. When a loan becomes non-performing, the management of the loan is transferred to the relevant credit
and investment management department or risk management department. In order to strengthen the
management of our NPLs, we have refined our internal organisational structure and optimised our procedures
for NPL management. We continue to develop practical and effective measures and methods for recovering or
disposing of NPLs.

We manage our NPLs primarily based on the classification of such loans. For sub-standard loans, we
focus on monitoring the current assets and cash flows of the borrower, paying particular attention to any major
changes in its business. For doubtful loans, we closely monitor the businesses of the borrower and the related
guarantor, increase our efforts to examine and preserve the assets of the borrower and actively engage in
collecting and recovering these loans. For loss loans, we write off these loans in accordance with the relevant
regulatory requirements but continue to seek recovery of the relevant amounts.

To recover NPLs, we generally take, to the extent necessary, the following actions: (i) notification of
collection; (ii) cash collection; (iii) restructuring of NPLs; (iv) disposal of collateral or recovery of collateral;
(v) collection through legal or arbitration proceedings; (vi) bulk transfer to asset management companies; and
(vii) write-offs, once all other collection actions have failed.

To manage better our restructured loans, we have formulated relevant policies that set forth the
definitions pertinent to, provisions applicable to and allocation of responsibilities regarding the investigation,
approval and post-restructuring management of the restructured loans. Under the relevant management rules,
upon its restructuring, a restructured loan may not be initially classified to a category higher than substandard.
A restructured loan may not be classified to a category higher than doubtful if, after its restructuring, the
restructured loan remains overdue or the borrower remains incapable of repaying the loan. Within the six-month
observation period immediately following its restructuring, a restructured loan may not be reclassified to a
category higher than the one to which it was initially assigned.

Credit Risk Management for Personal Loans

In an effort to prevent potential credit risks and improve the efficiency of our personal loan approval,
we have established personal loan approval centres at our first tier branches to be responsible for reviewing and
approving personal loans within their respective jurisdictions and within the authorised limit. Each step of our
personal credit business process is operated through our GCMS.

Credit Origination and Evaluation

Once a personal loan application is received by the originating branch, our investigator will examine the
application materials and investigate the applicant through interviews and site visits. The investigator will also
search the databases such as the personal credit information database of the PBOC and our specially designated
customer information system for relevant information. The investigator also categorises and scans the
application materials and utilises the GCMS to determine the borrower’s credit rating, loan application rating,
RAROC forecast and pricing valuation. Two officers will be responsible for the investigation. After the
investigation, the branch manager will verify the loan application and investigation results in the GCMS and
submit the loan application materials to the personal loan approval centre.
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Credit Approval

Upon receiving loan application materials, the relevant personal loan approval centre assigns an officer
to conduct further review of the loan application from the perspective of credit policy, regulation and risk
management. Furthermore, the officer conducts a comprehensive review of the information contained in the
loan application materials to verify whether it is objective and reasonable. If this officer recommends approval
of the loan application, the application will be submitted to an authorised reviewer in the personal loan approval
centre for final approval. If the amount of the loan exceeds the credit authorisation limit of the originating
branch, the application will be forwarded to the higher tier branch with the requisite authority.

Loan Disbursement

After a loan application is approved and the authorised person has signed and approved the loan
disbursement, the designated personnel of the originating branch are responsible for further ensuring that the
required guarantee, if any, is provided, that other pre-conditions required for loan disbursement are fulfilled,
that the loan agreement and any other documentation is executed and that the funds are disbursed to the
borrower.

Post-disbursement Management

Post-disbursement Monitoring

We conduct post-disbursement monitoring and review of our personal loans, including the monitoring
of post-disbursement payment and periodic review, in order to detect potential non-payment or other risks and
to implement preventive measures to reduce default risk and take remedial action to minimise potential losses.
The frequency of post-disbursement review depends on the use of proceeds and factors that would affect the
customers’ ability to repay the loans.

Loan Classification

We use the five-category loan classification system to classify our personal loans. The GCMS
automatically and quantitatively classifies personal loans based on months overdue, cross default and other
parameters. Such quantitative classification result will apply directly if it can accurately reflect the quality of
assets. If the quantitative classification result appears to be inaccurate based on post-disbursement monitoring,
supervision, collection and other review, our first tier and second tier branches are required to initiate qualitative
classification analysis procedures.

Collection of NPLs

Our personal NPLs are managed primarily by the risk management departments at our head office and
branches. As part of our efforts to enhance the post-disbursement management of our personal loans, we have
implemented standardised rules and procedures for the maintenance and use of our personal credit files and
related records.

We have implemented standardised collection, recovery and disposal procedures and measures for our
personal NPLs throughout the Bank. When necessary, we initiate legal proceedings to recover NPLs and seek
the enforcement of relevant guarantee or insurance obligations.

Credit Risk Management for Credit Cards

We have adopted an applicant scoring mechanism for evaluating and approving our credit card
applications, applied the scoring model to credit card approval procedures and set out minimum criteria for
application risk control scoring. We have implemented various control strategies, taking into account the risk
management capabilities of the institution issuing the credit cards, product feature and actual risk control
situation, and we have consistently enhanced the robustness of our internal rating approach in credit card
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businesses. In evaluating credit card applications, we give full consideration to our CIIS system as well as the
credit data provided by the PBOC and those made available by China Unionpay.

Our head office oversees all credit card-related transactions on a Bank-wide basis. We routinely monitor
and analyse unusual credit card transactions to reduce credit card fraud and intentional default.

Credit Risk Management for Treasury Operations

Our treasury operations are subject to credit risk as a result of our investment activities and inter-bank
lending activities. Our RMB-denominated investment portfolio primarily consists of debt securities issued by
the PRC Government and other domestic issuers. The amount of the debt securities of any domestic or foreign
entity (except the PRC Government) that we purchase or our interbank lending to any domestic or foreign entity
is limited to the total credit lines that we have approved for that entity. Our foreign currency-denominated
investment portfolio primarily consists of investment-grade bonds.

Achievements in Risk Management in Recent Years

In recent years, in response to the changes in the macroeconomic environment and financial regulatory
requirements, we have endeavoured to drive the real economy by financial services and proactively adjusted
and improved various credit policies according to the changes in the economic environment and industrial
development trends. We have expedited product innovation, optimised credit business procedures, supported
the development of the real economy, made greater efforts in credit restructuring and continued the building of
the credit system in the PRC. We strictly controlled our credit risks in certain key areas, strengthened credit
limit management by industries, standardised the credit operation process and strengthened the construction of
credit risk monitoring, verification and supervision. Furthermore, we achieved centralised monitoring of credit
risk for customers, institutions, products and processes of the Group and enhanced risk control and prevention.
As a result, our credit risk management has been enhanced.

We have adopted an internal rating system for retail and non-retail businesses to conduct customer rating,
pricing, supervision and analysis and have strengthened our credit risk management. We implemented a
continuous monitoring mechanism and re-assessment mechanism for our internal rating system, adopted a strict
approval and re-assessment management policy and made use of the internal rating results to effect risk alerts.
Based on the latest business operational data, we have optimised our customer and debt rating model and
enhanced the accuracy of the model in measuring default rates and loss rates. We have also utilised the
measurement results to improve our economic capital management and have achieved a balance between risks
and returns by adopting the risk adjusted return on capital measurement. Furthermore, we have reinforced our
credit card rating management and risk control policy, increased the management requirement of cross- default
customers and further enhanced the effectiveness of rating results as a risk management tool.

We continue to advance the development of the credit system in the PRC and have further optimised our
credit management system. We improved the management rules regarding loan guarantee and classification of
credit risk exposure of our banking book, promoted reform of our credit business process and optimised parallel
solutions of sub-processes, including credit granting, rating, approval and collateral assessment. We expedited
the integrated construction of our GCMS and launched functions such as the integrated management of
corporate group information and uniform credit rating and granting.

We have also improved industry credit policies and enhanced industry risk management. Based on
macroeconomic policy, the orientation of industrial policy and the characteristics of industrial operation, we
have continuously adjusted and improved the credit policy for each industry and further expanded the coverage
of industrial credit policies. We actively supported the advanced manufacturing, modern services and culture
industries and strategic emerging sectors, in line with the country’s economic restructuring orientation, and
continued to promote the “green credit”. By scientifically navigating the direction of granting credit and
structural adjustment, we have implemented strict quota management on industries with over-capacity,
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improved credit limit management and operation procedures and enhanced the control and withdrawal
mechanism for business with potential risks. Consequently, the total amount of financing for industries with
over-capacity has been reduced and the financing structure has been improved.

We strengthened risk management of loans to LGFVs. We followed the relevant policies and regulatory
requirements of the State Council and CBIRC, strictly controlled new financing for LGFVs, timely adjusted
policies on loans to LGFVs and accelerated the rectification and credit enhancement of existing loans to LGFVs
to optimise the credit structure of the financial vehicles.

We strengthened risk management of the real estate industry. We implemented the country’s macro-
control policy, continued to implement industrial limit management, strictly controlled the direction of real
estate loans and further optimised the structure of loan customers. We also strengthened off-site monitoring and
analysis of real estate loans and actively implemented risk prevention and control measures.

We strengthened risk management in relation to trade finance. In light of the complex external
environment, we have regulated our level of commodity financing, defined stricter access standards for logistic
monitoring enterprises and strengthened the supervision of cooperative institutions. We have explored a work
mechanism for supply chain financing on our own initiative, developed our off-site monitoring of trade finance,
strengthened trade background authenticity verification and improved our system capability in preventing and
combating fraudulent transactions.

We enhanced risk management of personal loans. We steadily developed our personal loan business,
actively adjusted the structure of personal credit products and optimised the allocation of personal credit
resources. In respect of residential mortgages, we continued to implement a differentiated housing credit policy
and actively promoted the innovation of personal consumption loans. We also set higher access standards for
borrowers, pushed forward the management of personal customer credit limits and effectively controlled the
overall risk of personal customer financing. We strengthened compliance management of personal loans to
ensure business operations comply with laws and regulations. We also improved disposal and recovery
mechanisms for personal NPLs.

We enhanced credit risk management of small and micro enterprises. We strengthened the examination
of small enterprise credit risks and sought to prevent cross-default risks of small enterprise loans, personal loans
and credit cards. We set stricter access standards for small enterprise trade financing, improved small enterprise
credit management and enhanced on-site inspection and off-site monitoring and management. We also
improved guarantee methods with a view to mitigate credit risks and ensure the steady and healthy development
of credit business of small enterprises.

The risk management process of our credit card business was also enhanced. We have improved our
credit card risk management systems, actively pushed forward credit policy adjustments, strengthened credit
card approval management, utilised quantitative risk evaluation technology to enhance automatic risk
identification and risk control functions of our systems and strengthened the dynamic management of credit
lines. We established a multi-dimensional asset quality supervision mechanism, intensified the collection of
credit card NPLs and improved the uniform system platform for risk management before, during and after credit
card lending.

Our credit risk management of our treasury operations was improved. We have improved the risk
monitoring and analysis mechanism and, on our own initiative, improved the structure of our bond investment
portfolio according to the trend of domestic and international financial markets, effectively mitigating the credit
risk of our investment portfolios. We took various risk management measures to strengthen the credit risk
management of our treasury operations, including defining customers’ access standards, controlling credit
limits, controlling investment limits, controlling margin proportions, rating management and controlling
authority limits for single transactions.
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We strengthened the quality management of credit assets to guarantee the stable quality of such assets.
We improved our NPL forecasting and alert mechanism to facilitate timely risk response measures. We
strengthened the management of NPLs in key areas and large-amount NPLs and enhanced the management,
collection and disposal of NPLs. We also strengthened write-off management and carried out bad debt write-
offs in an orderly manner. In addition, we proactively disposed of NPLs through bulk transfer, interest-free
repayment, payment-in-kind, loss-free transfer and other means and broadened the channels for NPL disposal.

MARKET RISK

Market Risk Management

Market risk refers to the risk of loss in the on and off-balance sheet businesses of a bank as a result of
adverse changes in market prices (interest rates, exchange rates, stock prices and commodity prices). Our market
risk is primarily associated with interest rate risk, exchange rate risk and gold price risk.

Our market risk management refers to the whole process of identification, measurement, monitoring,
control and reporting of market risk. We aim to improve our market risk management system by delineating the
allocation of responsibilities and procedures for the management of market risk and determining and
standardising measurement methods, management criteria and market risk reporting in order to control and
prevent market risk and increase our market risk management capability. Based on our overall risk preference,
we target to control the market risk at an acceptable level and achieve an optimised risk-adjusted rate of return.

We have adopted an independent, centralised and consolidated market risk management process. In strict
compliance with the relevant requirements of the CBIRC and under the leadership of our Board and senior
management, we have established an organisational management structure of our financial market business
with functions segregated into front, middle and back offices. The Board is ultimately responsible for the
monitoring of market risk management. Senior management is responsible for implementing the strategies,
general policies and systems of market risk management approved by the Board. The market risk management
committee under our senior management is also our decision-making body with respect to market risk
management related issues. It is responsible for reviewing any important and significant matters relating to
market risk management and carries out its work in accordance with its working rules. The risk management
departments at various levels are responsible for managing market risk at their respective levels, and the
business departments implement the market risk management policies and standards for their respective
business areas based on their own functions.

In recent years, we have continued to strengthen our consolidated management of market risk and
comprehensively enhanced the management and measurement of market risk at the Group level. We have
further promoted the adoption of our advanced capital management methods and our IMA, continued to
improve our market risk management system and enhanced our ability to independently develop our IMA. We
optimised our market risk measurement methods, established a unified market risk data management platform
at the Group level and expedited the extension of the global market risk management system abroad. In addition,
we actively carried out testing of our IMA and continued to promote the application of our IMA in core areas
such as limit management, risk reporting, stress testing and capital measurement. In 2014, the former CBRC
officially approved our implementation of the IMA for capital measurement and management.

Market Risk Management of the Banking Book

We have actively improved the market risk management system of our banking book, further enhanced
measurement of interest rate and exchange rate risks and strengthened our capability in managing interest rate
and exchange rate risks at the Group level. We have also upgraded our interest rate management system and
improved the accuracy of system measurement, laying a solid foundation for refined management of interest
rate risk.
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Market Risk Management of the Trading Book

We continued to strengthen and improve risk measurement and product control of our trading book by
adopting multiple risk management methods, including “Value at Risk”, sensitivity analysis and exposure
analysis to measure and manage products in the trading book. We also optimised our market risk limit
management system based on trading portfolios, included overseas institutions into the market risk limit
management of the Group, refined management of limit indicators and realised dynamic monitoring and
management with the help of our global market risk management system. Relying on our global market risk
management systems, we consistently conduct market risk stress tests and scenario analysis.

LIQUIDITY RISK

Liquidity Risk Management

Liquidity risk refers to the risk that we are unable to raise funds on a timely basis or at a reasonable cost
to pay debts as they become due, to perform other payment liabilities or to meet other requirements of capital
to carry out its normal business.

Taking into consideration changes in the macroeconomic environment and financial regulatory policies,
we continue to strengthen the development of our liquidity risk management system and improve the
management of our liquidity risk. In light of the regulatory requirements of the Regulations Governing the
Liquidity Risk of Commercial Banks (Provisional) and relevant requirements, we have implemented liquidity
risk management related policies, revised our emergency measures for liquidity risks and further improved our
liquidity risk management systems. We also coordinated the management of on and off-balance sheet liquidity
risk and provided guidance for overseas institutions to adjust their assets and liabilities structure. Furthermore,
we optimised the management model for our treasury businesses and continued to enhance our liquidity risk
management capabilities on a consolidated basis.

Liquidity Risk Management System and Governance Structure

Our liquidity risk management system is in line with our overall development strategy and overall risk
management system and is appropriate for, among others, the size, nature and complexity of our business. Our
liquidity risk management system includes the following features: efficient supervision by the Board and senior
management; sound liquidity risk management strategy, policies and procedures; sound detection,
measurement, monitoring and control procedures of liquidity risks; a sound internal control and effective
supervision mechanism; a comprehensive management information system; and an effective crisis management
mechanism.

The governance structure of our liquidity risk management includes the decision-making system
(consisting of the Board and its special committees, the assets and liabilities management committee of the head
office and the risk management committee of the head office), the supervision system (consisting of the board
of supervisors, the internal audit office and the internal control and compliance department) and the enforcement
system (consisting of the assets and liabilities management department of the head office, various business
departments and operation and management departments). These systems perform the respective functions of
decision-making, supervision or enforcement in relation to liquidity risk management.

Objectives, strategies and major policies for liquidity risk management

Liquidity risk management strategies, policies and procedures are devised according to liquidity risk
preferences. We take into consideration on and off-balance sheet businesses as well as domestic and overseas
business departments, branches and subsidiaries that could have a material effect on liquidity risks. In addition,
our strategies, policies and procedures also take into account liquidity risk management under normal and
stressed scenarios.
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Liquidity risk management model

Our liquidity risk management department at the head office level manages the liquidity risk of the
Group on a consolidated basis. The business departments that manage the on and off-balance sheet businesses
at the head office, domestic and overseas branches and institutions effectively implement the requirements of
the Group’s liquidity management policies. Furthermore, they cooperate with the departments in charge of
liquidity management in terms of risk detection, measurement, monitoring and reporting.

Stress testing

The purpose of the liquidity risk stress test is to ascertain key risks and weaknesses from the stress test
results and to apply such results in the decision-making process of the Board and senior management. Stress
test analysis mainly includes scenario analysis and sensitivity analysis. We set stress test scenarios cautiously,
taking into account the combined effect of idiosyncratic factors that affect us in particular and systemic shocks
that affect the whole market. We also consider low, medium and high stress levels. Generally, stress tests are
conducted on a quarterly basis, and we can increase the frequency of stress tests according to external
conditions, regulatory requirements or management requirements.

OPERATIONAL RISK

Operational Risk Management

Operational risk is defined as the risk of loss resulting from insufficient or problematic internal
processes, employees and IT systems or from external events, including legal risk, but excluding strategic and
reputational risk. There are seven major types of operational risks that we face, including risks associated with
internal fraud, external fraud, employment system and workplace safety, customers, products and business
activities, damage to physical assets, IT system events and execution, delivery and process management. In
accordance with the latest regulatory requirements on and the trend of changes in operational risk management
in the PRC banking industry, we have further improved our operational risk management mechanism,
implemented operational risk management rules, implemented three lines of defence in operational risk
management and further promoted the application of our advanced measurement approach (“AMA”). We have
improved the key risk indicator system of operational risk and amended the criteria for identifying operational
risk loss events. We have promoted self-assessment on operational risk and risk control throughout all of our
business lines, which makes the operational risk management more predictive. We upgraded the internal control
functions of our asset business processes and relevant management system to realise the pre-event control of
compliance problems in our credit business. We have strengthened our operational risk monitoring by applying
risk models to our business operation systems. We monitor fraudulent transactions on a round-the-clock basis
through relying on the credit card risk monitoring system and have established a forged card inspection and
handling mechanism to prevent credit card fraud risk. We have also continuously strengthened our operational
risk management and control of our overseas institutions and promoted the application of operational risk
management instruments and our AMA in our overseas institutions, thereby enhancing our overseas institutions’
operational risk management. Our operational risk management continuously improved, and our risk prevention
and control capability were further enhanced.

Legal Risk

We have continued to strengthen our Group’s legal risk control system to increase legal support in the
ordinary course of business and have sought to ensure the Group’s operations are compliant with all relevant
regulations and to ensure sound development of business. We have also enhanced our legal services and pre-
incident legal risk control to support our internationalised and diversified operations as well as the development
and innovation of various business lines. In the process of legal consultation and inspection, we added the
perspective of consumer protection to ensure the fairness and reasonableness of relevant legal documents and

business arrangements. We actively resorted to legal means to collect on NPLs and to improve the efficiency of
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collection. We strengthened the monitoring and management of legal proceedings, in particular where we were
the defendant, thereby preventing or mitigating the risks in such legal proceedings, and improved our lawsuit
management capabilities.

Anti-money Laundering

In strict compliance with applicable laws and regulations concerning anti-money laundering in countries
and regions where we operate, we actively implemented the “risk-based” regulatory requirements in respect of
anti-money laundering and continued to improve our management standard, working mechanism and
compliance measures. We have implemented ten anti-money laundering measures such as “Anti-money
Laundering Provisions” and have established unified anti-money laundering risk control principles at the Group
level as well as an anti-money laundering internal control system. In addition, we have developed and continued
to optimise anti-money laundering systems such as an anti-money laundering monitoring system, customer risk
categorisation, a global specially designated nationals list processing system, an overseas anti-money
laundering monitoring platform and a comprehensive anti-money laundering management system, thus
establishing an information technology infrastructure and standardised management in this respect.
Furthermore, we have enhanced the internal audit, compliance checks and on-site verification functions of
overseas institutions in respect of anti-money laundering, and we are promptly informed of relevant regulatory
and policy changes. We have also improved our anti-money laundering systems according to the specific
demands of our overseas institutions, carried out projects on client information management and completed
money laundering risk assessment for existing products. In addition, we have enhanced risk monitoring and
process control for sensitive businesses, internet banking, bank card and other businesses that are exposed to
higher risks to implement effectively the “risk-based” regulatory requirements. We have established a system
whereby we conduct off-site sampling of suspicious trades from time to time and collect suspicious trades from
the entire Group on a quarterly basis and actively cooperate with anti-money laundering regulators and other
authorities in their investigations. We also hold anti-money laundering training, have formed a team of experts
and have organised employees to participate in the “Certified Anti-Money Laundering Specialist” qualification
certification to enhance their awareness and skills in anti-money laundering risk prevention. Save as disclosed
under “Risk Factors — Other Risks Relating to Our Business — We may not be able to prevent fully or to detect
timely any money laundering and other illegal or improper activities”, we are not currently aware of any money
laundering or terrorist financing activities engaged in by, or involving any employee of, our domestic or
overseas branches or subsidiaries which may materially and adversely affect our business, financial condition
and results of operations.

Reputational Risk

We have continued to strengthen our reputational risk management and to promote the development of
a reputational risk management system and work mechanism. We have carried out work relating to the
identification, assessment, monitoring, control, mitigation and evaluation of reputational risk and have
strengthened the consolidated management of reputational risk. Targeted at protection of consumers’ rights and
improvement of service quality and internal management, we carried out our reputational risk management
work and made plans to control potential risk factors in advance. We paid attention to the influence of Weibo
and other new media on reputational risk and studied the new changes in reputational risk transmission and
corresponding countermeasures for reputational risk management.

Country Risk

We continue to strengthen country risk management and improve our country risk management system.
We have closely monitored changes in risk exposures, constantly tracked, monitored and reported country risk,
timely updated and adjusted the country risk rating and limits, actively conducted stress testing on country risk,
further strengthened the pre-warning mechanism for country risk, improved relevant contingency plans and
effectively controlled country risk while furthering our internationalisation strategy.
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INTERNAL CONTROL SYSTEM

Our internal control system aims to establish standardised operation, efficient management and
systematic monitoring within the Group. The Board is responsible for the establishment and implementation of
an effective internal control system for us to ensure that we operate within applicable legal and regulatory
frameworks. The audit committee, risk management committee and related party transaction control committee
under the Board perform their corresponding internal control management duties and assess the effectiveness
of internal control. We have an internal audit office and several internal audit sub-offices that are subject to
vertical management and report to the Board. There are internal control and compliance departments at both
the head office level and the branch level, which are responsible for organisation, promotion and coordination
of internal control works within the Bank and perform the functions of operating risk management, compliance
management, regular inspections and operational risk assessment. Additionally, we engage an accounting firm
to audit the effectiveness of internal control on our financial statements every year.

We regularly seek to improve and further develop our internal control systems. We have streamlined our
internal control rules and strengthened our proposal and approval processes as well as overall management
mechanism of such rules within the Group. We also comply with external laws and regulations and coordinate
the monitoring and inspection of our key risk areas. In addition, we have fully implemented our internal control
monitoring and analysis platform, have strengthened offsite supervision and management and have utilised the
monitoring results of our information system to improve internal control assessment measures and the quality
of internal control assessment.
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ASSETS AND LIABILITIES

Prospective investors should read the discussion and analysis of our financial condition and results of
operations together with our audited consolidated financial statements as at and for the years ended 31
December 2016 and 2017 and our unaudited but reviewed interim condensed consolidated financial statements
as at and for the six months ended 30 June 2018 together with the related notes thereto incorporated by
reference in this Offering Circular. The consolidated financial information set forth below is derived from the
financial statements incorporated by reference in this Offering Circular. Unless otherwise stated, all financial

data discussed in this section are consolidated financial data.

ASSETS

As at 31 December 2016 and 2017 and 30 June 2018, our total assets amounted to RMB24,137,265
million, RMB26,087,043 million and RMB27,303,080 million, respectively. Our assets primarily comprise (i)
loans and advances to customers, (ii) investment, (iii) cash and balances with central banks, (iv) due from banks
and other financial institutions and (v) reverse repurchase agreements.

The following table sets forth, as at the dates indicated, the components of our total assets.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Loans and advances to

customers, gross 13,056,846 — 14,233,448 — 14,934,137 —
Less: Allowance for

impairment losses (289,512) — (340,482) — (398,331) —
Loans and advances to

customers, net 12,767,334 52.9% 13,892,966 53.2% 14,536,141 53.3%
Investment 5,481,174 22.7% 5,756,704 22.1% 6,257,681 22.9%
Cash and balances with

central banks 3,350,788 13.9% 3,613,872 13.9% 3,818,453 14.0%
Due from banks and other

financial institutions 797,473 3.3% 847,611 3.2% 906,466 3.3%
Reverse repurchase

agreements 755,627 3.1% 986,631 3.8% 687,913 2.5%
Other assets 984,869 4.1% 989,259 3.8% 1,096,426 4.0%
Total assets 24,137,265 100.0% 26,087,043 100.0% 27,303,080 100.0%

Our total assets increased by 8.1 per cent. from RMB24,137,265 million as at 31 December 2016 to
RMB26,087,043 million as at 31 December 2017. As at 30 June 2018, our total assets further increased by 4.7
per cent. to RMB27,303,080 million. The increase in our total assets from 31 December 2016 to 30 June 2018
was mainly due to increases in cash and balances with central banks, our loans and advances to customers,

investment and due from banks and other financial institutions.

As at December 2017, we had total assets of RMB26,087,043 million, representing an increase of 8.1
per cent. from total assets of RMB24,137,265 million as at 31 December 2016, of which loans and advances to
customers increased by RMB1,176,602 million, or 9.0 per cent., investment increased by RMB275,530 million,
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or 5.0 per cent., and cash and balances with central banks increased by RMB263,084 million, or 7.9 per cent.
In terms of structure, loans and advances to customers, net accounted for 53.2 per cent. of total assets,
representing an increase of 0.3 per cent. from 31 December 2016; investment accounted for 22.1 per cent. of
total assets, representing a decrease of 0.6 per cent. from 31 December 2016; cash and balances with central
banks accounted for 13.9 per cent. of total assets, representing no change from 31 December 2016; due from
banks and other financial institutions, net accounted for 3.2 per cent. of total assets, a decrease of 0.1 percentage
points from 31 December 2016; reverse repurchase agreements accounted for 3.8 per cent. of total assets,
representing an increase of 0.7 percentage points from 31 December 2016; and other assets accounted for 3.8
per cent. of total assets, representing a decrease of 0.3 percentage points from 31 December 2016.

As at 30 June 2018, we had total assets of RMB27,303,080 million, representing an increase of 4.7 per
cent. from total assets of RMB 26,087,043 million as at 31 December 2017, of which loans and advances to
customers increased by RMB700,689 million, or 4.9 per cent., investment increased by RMB500,977 million,
or 8.7 per cent., and cash and balances with central banks increased by RMB204,581 million, or 5.7 per cent.
In terms of structure, loans and advances to customers, net accounted for 53.3 per cent. of total assets,
representing an increase of 0.1 per cent. from 31 December 2017; investment accounted for 22.9 per cent. of
total assets, representing an increase of 0.8 per cent. from 31 December 2017; cash and balances with central
banks accounted for 14.0 per cent. of total assets, representing an increase of 0.1 per cent. from 31 December
2017; due from banks and other financial institutions, net accounted for 3.3 per cent. of total assets, representing
an increase of 0.1 per cent. from 31 December 2017; reverse repurchase agreements accounted for 2.5 per cent.
of total assets, representing a decrease of 1.3 per cent. from 31 December 2017; and other assets accounted for
4.0 per cent. of total assets, representing an increase of 0.2 per cent. from 31 December 2017.

Loans and Advances to Customers

We provide a broad range of loan products to our customers, the majority of which are denominated in
Renminbi. Loans and advances to customers are the largest component of our assets. As at 31 December 2016
and 2017 and 30 June 2018, our loans and advances to customers, net of allowances for impairment losses,
accounted for 52.9 per cent., 53.2 per cent. and 53.3 per cent., respectively, of our total assets. For a description
of the loan products we offer, see “Description of the Bank — Our Business Operations”.

Unless otherwise indicated in this Offering Circular, the following discussion is based on our gross loans
and advances to customers, before taking into account the related allowance for impairment losses, rather than
our net loans and advances to customers. Our loans and advances to customers are reported net of the allowance
for impairment losses on our consolidated statement of financial position.

Our gross loans and advances to customers increased by 9.0 per cent. from RMB13,056,846 million as
at 31 December 2016 to RMB 14,233,448 million as at 31 December 2017. As at 30 June 2018, our gross loans
and advances to customers amounted to RMB14,934,137 million, representing an increase of 4.9 per cent.
compared to 31 December 2017.

The increases in our gross loans and advances to customers were mainly due to our ongoing efforts to
put the credit resources to use through means such as deepening the merged management of existing and
incremental loans and accelerating the asset securitisation, with the loan disbursement volume and availability
progress exceeding the same-period levels of the past few years. In the first half of 2018, we granted new loans
of RMB1.68 trillion, including re-lending after collections of RMB1.05 trillion, thereby strengthening our
support for the real economy.

In 2017 and in the first half of 2018, we strengthened support for key projects and programs in the “four
regions” (western regions, northeastern regions, eastern regions and central regions) and the “Three Supporting
Belts” (the “Belt and Road” initiative, the coordinated development of the Beijing-Tianjin-Hebei region and
the development of the Yangtze River Economic Zone). Moreover, we established the Inclusive Finance
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Department and took active steps to support small and micro businesses, “agriculture, rural areas and rural
residents”, “mass entrepreneurship and innovations” and poverty relief. We focused on “cutting overcapacity,
reducing excess inventory and deleveraging” to reduce financial resources tied up by inefficient industries and

enterprises. Furthermore, we actively supported the residents’ rational demand for housing financing.

Distribution of Gross Loans and Advances to Customers by Business Line

The following table sets forth a breakdown of our gross loans and advances to customers by business
line as at the dates indicated.

As at 31 December As at 30 June

2016 2017 2018

Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Corporate loans 8,140,684 62.4% 8,936,864 62.8% 9,341,405 62.5%
Dlscountedbllls ...... 719,993 5.5% 351,126 2.5% 279,752 1.9%
Personalloans ........ 4,196,169 32.1% 4,945,458 34.7% 5,312,980 35.6%
Total ...................... 13,056,846 100.0% 14,233,448 100.0% 14,934,137 100.0%

As at 31 December 2016 and 2017 and 30 June 2018, our corporate loans accounted for 62.4 per cent.,
62.8 per cent. and 62.5 per cent., respectively, of our gross loans and advances to customers and our personal
loans accounted for 32.1 per cent., 34.7 per cent. and 35.6 per cent., respectively, of our gross loans and
advances to customers.

The total size of our corporate loan portfolio has continued to grow during the period under review. Our
corporate loans increased by 9.8 per cent. from RMBS,140,684 million as at 31 December 2016 to
RMBS,936,864 million as at 31 December 2017. As at 30 June 2018, our corporate loans increased by 4.5 per
cent. from RMB8,936,864 million as at 31 December 2017 to RMB9,341,405 million. The increase in corporate
loans was mainly due to our support of the implementation of key projects in sectors such as public facilities,
transportation, advanced manufacturing and modern services aimed to promote regional collaborated
development and industrial transformation and upgrade.

As at 31 December 2016 and 2017 and 30 June 2018, our total discounted bills accounted for 5.5 per
cent., 2.5 per cent. and 1.9 per cent., respectively, of our gross loans and advances to customers. Our discounted
bills dropped by RMB368,867 million to RMB351,126 million as at 31 December 2017 from RMB719,993
million as at 31 December 2016. As at 30 June 2018, our discounted bills dropped by RMB71,374 million to
RMB279,752 million. Changes in the balance of our discounted bills were primarily because we moderately
decreased our asset allocation to discounted bills to satisfy management needs of asset-liability portfolios and
to keep balanced credit extension.

Our personal loans experienced an increasing rate of growth from 31 December 2016 to 31 December
2017. Our total personal loans increased by 17.9 per cent. from RMB4,196,169 million as at 31 December 2016
to RMB4,945,458 million as at 31 December 2017. As at 30 June 2018, our personal loans increased by 7.4 per
cent. from RMB4,945,458 million as at 31 December 2017 to RMBS5,312,980 million. The increase of our total
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personal loans was mainly attributable to our active support of citizens’ borrowing needs for owner occupied-
houses and improved housing in line with the national policy on property regulation.

Corporate Loans

Distribution of corporate loans by maturity

The following table sets forth, as at the dates indicated, our corporate loans by maturity.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Short-term corporate

Toans™ ......ocovvviieeieennn. 2,729,873 33.5% 2,802,542 31.4% 2,753,468 29.5%

Medium to long-term

corporate loans@............... 5,410,811 66.5% 6,134,322 68.6% 6,587,937 70.5%

Total corporate loans....... 8,140,684 100.0% 8,936,864 100.0% 9,341,405 100.0%
Notes:

(1)  Short-term corporate loans represent our corporate loans that have a maturity of 12 months or less according to the respective loan

contracts.

(2) Medium to long-term corporate loans represent our corporate loans that have a maturity of more than 12 months according to the
respective loan contracts.

Medium to long-term corporate loans constituted a relatively large proportion of our corporate loans
during the period under review. Our medium to long-term corporate loans were RMBS5,410,811 million as at 31
December 2016 and increased by 13.4 per cent. to RMB6,134,322 million as at 31 December 2017. As at 30
June 2018, our medium to long-term corporate loans further increased to RMB6,587,937 million. As at 31
December 2016 and 2017 and 30 June 2018, our medium to long-term corporate loans accounted for 66.5 per
cent., 68.6 per cent. and 70.5 per cent., respectively, of our total corporate loans.

As at 31 December 2016, our short-term corporate loans amounted to RMB2,729,873 million and
increased by 2.7 per cent. to RMB2,802,542 million as at 31 December 2017. As at 30 June 2018, our short-
term corporate loans decreased to RMB2,753,468 million. As at 31 December 2016 and 2017 and 30 June 2018,
our short-term corporate loans accounted for 33.5 per cent., 31.4 per cent. and 29.5 per cent., respectively, of
our total corporate loans.

With the continuous promotion of supply-side structural reform and the recovery of the real economy,
the demand for short-term and medium to long-term financing of enterprises both increased.

Distribution of corporate loans by industry

The following table sets forth the distribution of domestic branch loans by industry as at the dates
indicated.
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Transportation, storage and
postal services

Production and supply of
electricity, heat, gas and
water

Leasing and commercial
services

Water, environment and
public utility management

Science, education, culture
and sanitation

As at 31 December

As at 30 June

2016

2017

2018

Amount

% of total

Amount

% of total

Amount

% of total

(in RMB millions, except percentages)

1,516,089 21.8% 1,715,562 22.8% 1,788,971 22.8%
1,414,408 20.4% 1,409,206 18.6% 1,455,430 18.4%
820,692 11.9% 900,484 12.0% 916,545 11.6%
736,921 10.7% 910,672 12.1% 995,323 12.6%
517,542 7.5% 655,533 8.7% 721,752 9.1%
625,488 9.0% 568,011 7.6% 566,356 7.2%
426,999 6.2% 501,769 6.7% 548,471 6.9%
225,505 33% 208,675 2.8% 207,366 2.6%
187,363 2.7% 223,484 3.0% 248,588 3.1%
122,294 1.8% 126,906 1.7% 149,756 1.9%
122,117 1.8% 111,047 1.5% 106,801 1.4%
197,119 2.9% 191,651 2.5% 189,352 2.4%

6,912,537
100.0% 7,523,000 100.0% 7,894,711 100.0%

As at 30 June 2018, a majority of our corporate loan customers operated in the (i) transportation, storage

and postal services, (ii) manufacturing and (iii) production and supply of electricity, heat, gas and water which

accounted for 22.8 per cent., 18.4 per cent. and 11.6 per cent., respectively, of our total corporate loans as at
that date. As at 31 December 2016 and 2017 and 30 June 2018, the balance of our corporate loans in these three
industries in aggregate accounted for 54.1 per cent., 53.4 per cent. and 52.8 per cent, respectively, of our total

corporate loans.

Corporate loans to the transportation, storage and postal services sector constituted a large portion of our

corporate loans during the period under review and as at 31 December 2016 and 2017 and 30 June 2018

accounted for 21.8 per cent., 22.8 per cent and 22.8 per cent., respectively, of our total corporate loans.
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Corporate loans to the manufacturing sector as at 31 December 2016 and 2017 and 30 June 2018
accounted for 20.4 per cent., 18.6 per cent. and 18.4 per cent., respectively, of our total corporate loans.

In the year ended 31 December 2017, we aligned credit extension with national major strategic plans,
and strove to satisfy the loan demand of investment projects in national key areas. We channelled credit
resources to high-quality, high-efficiency fields and improved the credit portfolio and structure to support the
real economy more effectively. The increment of loans to the leasing and commercial service industry was
RMB173,751 million as at 31 December 2017, up 23.6 per cent. compared to 31 December 2016, which was
mainly attributable to fast growth in lending to commercial services including investment and asset
management. During the same period, loans granted to the transportation, storage and postal services industry
increased by RMB199,473 million or 13.2 per cent., which was mainly due to stronger support for China’s
planned “Ten Vertical and Ten Horizontal” transport network and other major national projects. Loans granted
to the production and supply of electricity, heat, gas and water industry rose by RMB79,792 million or 9.7 per
cent., mainly meeting the loan demand of loan in urban infrastructure and public utilities development.

In the six months ended 30 June 2018, loans to the leasing and commercial services also showed an
increase of RMB84,651 million or 9.3 per cent., mainly due to the rapid growth of loans for investment and
asset management and other development zones. Loans to transportation, storage and postal services increased
by RMB73,409 million or 4.3 per cent., mainly due to satisfaction of the financing demands from road, urban
rail transit and other infrastructure construction. During the same period, loans for water, environment and
public utility management increased by RMB66,219 million or 10.1 per cent., which was mainly used to support
significant projects and projects for people’s livelihood in the areas of new urbanisation development,
environmental protection and public services.

Personal Loans

The following table sets forth, as at the dates indicated, a breakdown of our personal loans by product.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Residential mortgages....... 3,240,838 77.2% 3,938,689 79.6% 4,280,514 80.5%
Personal consumption

10anS ..o 247,020 5.9% 255,783 5.2% 226,324 4.3%
Personal business loans..... 256,272 6.1% 216,210 4.4% 222,273 4.2%
Credit card overdrafts........ 452,039 10.8% 534,776 10.8% 583,869 11.0%
Total personal loans........ 4,196,169 100.0% 4,945,458 100.0% 5,312,980 100.0%

Residential mortgages are the largest component of our personal loans. Our residential mortgages were
RMB3,240,838 million as at 31 December 2016, and increased by 21.5 per cent. to RMB3,938,689 million as
at 31 December 2017. As at 30 June 2018, residential mortgages further increased by 8.7 per cent. to
RMB4,280,514 million compared with the end of 2017. The increases were primarily because we actively
supported the residents’ financing need for owner-occupied houses and improved housing in line with the
national policy on property regulation.

Our personal consumption loans were RMB247,020 million as at 31 December 2016, and increased by
3.5 per cent. to RMB255,783 million as at 31 December 2017. As at 30 June 2018, personal consumption loans
decreased by 11.5 per cent. to RMB226,324 million compared with the end of 2017.
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Our personal business loans were RMB256,272 million as at 31 December 2016, and decreased by 15.6
per cent. to RMB216,210 million as at 31 December 2017. As at 30 June 2018, personal business loans increased
to RMB222,273 million compared with the end of 2017.

Our credit card overdrafts were RMB452,039 million as at 31 December 2016, and increased by 18.3
per cent. to RMB534,776 million as at 31 December 2017. As at 30 June 2018, credit card overdraft further
increased to RMB583,869 million compared with the end 0of 2017. The rapid growth in our credit card overdrafts
was primarily attributable to the continuous development of credit card instalment business and a stable growth
in the consumption volume of credit cards.

Distribution of Gross Loans and Advances to Customers by Geographic Area

We classify loans and advances to customers geographically based on the location of the branch that
originates the loan. There is generally a high correlation between the location of the borrower and the location
of the branch that originates the loan, except in the case of our Head Office. The following table sets forth, as
at the dates indicated, the distribution of our total loans to customers by geographic area.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Head Office .....ccccoveuennee 581,084 4.5% 629,733 4.4% 687,668 4.6%
Yangtze River Delta.......... 2,409,725 18.4% 2,599,171 18.2% 2,734,646 18.4%
Pearl River Delta .............. 1,743,572 13.4% 1,896,063 13.3% 1,990,149 13.3%
Bohai Rim.........cccooceveenne. 2,156,022 16.5% 2,339,537 16.4% 2,450,170 16.4%
Central China.................... 1,819,143 13.9% 2,003,202 14.1% 2,113,062 14.1%
Western China................... 2,313,507 17.7% 2,512,303 17.7% 2,645,316 17.7%
Northeastern China........... 706,472 5.4% 734,343 5.2% 748,697 5.0%
Overseas and others........... 1,327,321 10.2% 1,519,096 10.7% 1,564,429 10.5%

Gross loans and advances
to customers .................... 13,056,846 100.0% 14,233,448 100.0% 14,934,137 100.0%

Our loan business spans the PRC, with each of the Yangtze River Delta, Pearl River Delta, Bohai Rim,
Central China and Western China regions representing more than 10 per cent. of our gross loans and advances
to customers during the period under review. The Yangtze River Delta region was our largest loan concentration
during the period under review, representing 18.4 per cent., 18.2 per cent. and 18.4 per cent., respectively, of
our gross loans and advances to customers as at 31 December 2016 and 2017 and 30 June 2018. Loans in the
Yangtze River Delta region were RMB2,409,725 million as at 31 December 2016, and increased by 7.9 per
cent. to RMB2,599,171 million as at 31 December 2017. As of 30 June 2018, loans in the Yangtze River Delta
region further increased by 5.2 per cent. to RMB2,734,646 million. The proportion of our gross loans and
advances to customers represented by loans in the Yangtze River Delta remained the longest loan concentration
during the period under review.

The Western China region has become our second largest loan concentration and represented 17.7 per

cent., 17.7 per cent. and 17.7 per cent., respectively, of our gross loans and advances to customers as at 31

December 2016 and 2017 and 30 June 2018. Loans in the Western China region were RMB2,313,507 million

as at 31 December 2016, and increased by 8.6 per cent. to RMB2,512,303 million as at 31 December 2017. As

of 30 June 2018, loans in the Western China region further increased by 5.3 per cent. to RMB2,645,316 million.
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These increases, and the stabilised proportion of our gross loans and advances to customers represented by
loans in the Western China region during the period under review, were a result of our support of the
development of the Western and Central China regions and increased lending in this region.

The Bohai Rim region has been our third largest loan concentration and represented 16.5 per cent., 16.4
per cent. and 16.4 per cent., respectively, of our gross loans and advances to customers as at 31 December 2016
and 2017 and 30 June 2018. Loans in the Bohai Rim region were RMB2,156,022 million as at 31 December
2016, and increased by 8.5 per cent. to RMB2,339,537 million as at 31 December 2017. As of 30 June 2018,
loans in the Bohai Rim region further increased by 4.7 per cent. to RMB2,450,170 million. The proportion of
our gross loans and advances to customers represented by loans in the Bohai Rim has decreased during the
period under review due to a slowdown in the demand for lending as well as an increase in our risk control
efforts.

As at 31 December 2017, loans to the Pearl River Delta, the Bohai Rim and Central China rose
collectively by RMB520,065 million since 31 December 2016, accounting for 44.2 per cent. of total loan
increment during this period. As at 30 June 2018, loans to the Pearl River Delta, the Bohai Rim and Central
China rose collectively by RMB314,579 million since 31 December 2017, accounting for 44.9 per cent. of total
loan increment during this period. As at 31 December 2016 and 2017 and 30 June 2018, the Yangtze River
Delta, Western China and Bohai Rim regions collectively represented 52.6 per cent., 52.3 per cent. and 52.5 per
cent., respectively, of our gross loans and advances to customers. During the period under review, we have
focused on optimising our geographic credit mix, have promoted a balanced allocation of credit resources for
different geographic areas and have sought to maintain the stability of our credit quality. From 2016 to 2017,
our overseas and other loans increased by RMB191,775 million, up 14.4 per cent., and accounting for 16.3 per
cent. of total loan increment. From 31 December 2017 to 30 June 2018, our overseas and other loans further
increased by RMB45,333 million, up 3.0 per cent., and accounting for 6.5 per cent. of total loan increment. The
increase is mainly due to overseas institutions being guided to seize opportunities in implementing the Belt and
Road Initiative and the “Going Global” strategy, thereby fully exerting their strengths and characteristics,
optimising the allocation of credit resources and promoting the transformation and upgrading of overseas credit
business.

Borrower Concentration

As at 31 December 2017, the total amount of loans granted by us to the single largest customer and top
ten single customers accounted for 4.9 per cent. and 14.2 per cent. of our net capital, respectively. As at 30 June
2018, the total amount of loans granted by us to the single largest customer and top ten single customers
accounted for 3.9 per cent. and 13.3 per cent. of our net capital, respectively. As at 31 December 2017 and 30
June 2018, the total amount of loans granted to the top ten single customers was RMB341,322 million,
accounting for 2.4 per cent. of the total loans, and RMB329,631 million, accounting for 2.2 per cent. of the total
loans, respectively. The table below shows the details of the loans granted to our top ten single borrowers as at
31 December 2017 and 30 June 2018.

As at 31 December 2017

Industry Amount % of total loans™

(in RMB millions, except percentages)

Borrower A
..................................... Transportation, storage and postal services.... 119,859 0.9%
Borrower B
..................................... Transportation, storage and postal services.... 35,635 0.3%
Borrower C
..................................... Transportation, storage and postal services.... 35,235 0.2%
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Borrower D

Borrower A

As at 31 December 2017

Industry Amount % of total loans®
(in RMB millions, except percentages)

Manufacturing .........ccceeeerveererenisenereeenens 28,839 0.2%

FINAnCe ......ccooovveeveeeeieeeeeeeeeeeee e 27,000 0.2%

Transportation, storage and postal services.... 21,446 0.2%

Production and supply of electricity, heat, gas and

WALET c.veeetieiie e eieeeieeete et e seeeenaeenbeesteesnneeneas 18,798 0.1%

Transportation, storage and postal services.... 18,372 0.1%

Transportation, storage and postal services.... 18,257 0.1%

Transportation, storage and postal services.... 17,881 0.1%
341,322 2.4%

Industry

As at 30 June 2018

Amount % of total loans"

Transportation, storage and postal services....

Transportation, storage and postal services....

Transportation, storage and postal services....

FINance ........ccoocvevieeiieieieeieeeeieeeeeeee e

Manufacturing .........cccoeeeeveeneuceneueeneieennen

Manufacturing .........cceeevereerienenieieneneenes

Transportation, storage and postal services....

Production and supply of electricity, heat, gas and

Manufacturing ..........cceevevereerienenieieneneenes

Transportation, storage and postal services....
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(in RMB millions, except percentages)

96,557 0.6%
38,259 0.3%
33,286 0.2%
26,970 0.2%
25,699 0.2%
24,355 0.2%
22,150 0.2%
21,483 0.1%
20,449 0.1%
20,423 0.1%




As at 30 June 2018

Industry Amount % of total loans®

(in RMB millions, except percentages)

..................................... 329,631 2.2%

(1)  Represents loan balances as a percentage of our total loans.

Loan Interest Rate Profile

In recent years, as part of the overall reform of the PRC banking system, the PBOC has implemented a
series of initiatives to gradually liberalise interest rates and move towards a more market-based interest rate
regime. In July 2013, the PBOC removed the lower limit of the floating range of lending interest rates, providing
more flexibility to commercial banks in the PRC to determine their own lending interest rates. To manage
interest rate risk, we usually set a floating interest rate for loans with a maturity period of more than one year.
We generally set a fixed interest rate for loans with a maturity period equal to or less than one year. For personal
loans with floating interest rates, we generally adjust our interest rates on the first day of the year that is
subsequent to the year in which the benchmark interest rates are adjusted. For corporate loans with floating
interest rates, we generally adjust our interest rates on the anniversary of the date upon which the loan agreement
was executed.

Asset Quality of Our Loan Portfolio

In determining the classification of our loan portfolio, we assess, on a case-by-case basis, the likelihood
of repayment by the borrower and the collectability of principal and interest on the loan. Our assessment is
generally based on a series of general principles that are derived from the former CBRC and PBOC guidelines.
These general principles focus on a number of factors, including (i) the borrower’s ability to repay the loan,
based on such factors as the borrower’s financial condition, its profitability and cash flow; (ii) the borrower’s
repayment history; (iii) the borrower’s willingness to repay; (iv) the level of security provided depending on
the type and value of collateral; (v) the prospect for support from any financially responsible guarantor; (vi) the
remaining maturity of the loan; (vii) the structure and the seniority of the loan; and (viii) the length of time by
which payment of principal or interest on a loan is overdue. The following is a summary of these general
principles:

Pass. Loans may be classified as “pass” only if the borrowers are able to honour the terms of their loans
and there is no reason to doubt that the principal and interest payments will not be made in full and on a timely
basis. Loans in the pass category generally demonstrate one or more of the following characteristics:

° The borrower maintains sound operations and generates adequate cash flows.
° Principal and interest payments on the loan are made on a timely basis.
° The guarantee or collateral securing the loan, if any, is valid, effective and sufficient.

Special mention. Loans may be classified as “special mention” if the borrowers have the current ability
to repay principal and interest on the loans but the following adverse circumstances exist:

° A principal or interest payment on the loan is overdue for not more than 30 days.
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o The operational and financial status of the borrower has changed.

° The value of collateral has decreased or the operational and financial status of the guarantor has
changed.
o Macroeconomic, industry or market conditions have changed.

Substandard. Loans may be classified as “substandard” if the borrowers’ inability to repay loans
becomes evident to the extent that they are unable to rely solely on their ordinary course of operations to repay
principal or interest on the loans and it becomes evident that we will incur certain loan losses even if any
collateral or guarantees securing the loans are enforced. Loans in the substandard category generally
demonstrate the following characteristics:

] A principal payment or any interest payment on the loan is overdue for more than 30 days.
. The borrower has difficulty in repaying the loan.
° The loan needs to be restructured due to adverse changes in the borrower’s financial condition or

its inability to make payments.

Doubtful. Loans may be classified as “doubtful” if the borrowers become unable to repay principal and
interest on the loans in full and it becomes evident that we will incur significant loan losses even if any collateral
or guarantees securing the loans are enforced. Loans in the doubtful category generally demonstrate the
following characteristics:

° A principal payment or any interest payment on the loan is overdue for more than 30 days.
° The borrower has completely or partially suspended its operations.
° The project for which the loan was extended has been terminated or suspended due to funding

shortages, worsening operating conditions, litigation or other reasons.

° The loan is still overdue or the borrower is still unable to repay the loan in full notwithstanding
its restructuring.

Loss. Loans may be classified as a “loss” if none or only a small portion of the principal and interest on
the loans can be recovered after exhausting all possible measures and legal remedies.

Distribution of Loans by Five-Category Loan Classification System

The following table sets forth, as at the dates indicated, our loans to customers in each category of our
five-category loan classification system. Loans classified as Substandard, Doubtful or Loss are considered
NPLs.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Pass....ccooiiiiiiii 12,261,034 9391% 13,450,486 94.50% 14,221,487 95.23%
Special mention ................. 584,011 4.47% 561,974 3.95% 482,674 3.23%
Subtotal............................. 12,845,045 98.38% 14,012,460 98.45% 14,704,161 98.46%
Substandard ............cc.c... 109,434 0.84% 81,209 0.57% 97,319 0.65%
Doubtful......c.cccoerveueennnene. 82,505 0.63% 108,854 0.76% 95,612 0.64%
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As at 31 December As at 30 June

2016 2017 2018

Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

LOSS v 19,862 0.15% 30,925 0.22% 37,045 0.25%

Subtotal...........ccccoeeeiinns 211,801 1.62% 220,988 1.55% 229,976 1.54%

Gross loans and advances

to customers ..................... 13,056,846 100.00% 14,233,448 100.00% 14,934,137 100.00%

NPL ratio® ......cocovvverrrennns 1.62% 1.55% 1.54%
Note:

(1)  Calculated by dividing the balance of NPL by total balance of gross loans and advances to customers.

As at 31 December 2016 and 2017 and 30 June 2018, the NPL ratios of our total loan portfolio were
1.62 per cent., 1.55 per cent. and 1.54 per cent., respectively. We implemented asset quality reinforcement
project, which resulted in the improvement of major indicators quarter by quarter. The NPL ratio dropped by
0.01 percentage points from the end of 2017 to 1.54 per cent., marking a consecutive decline over a six-quarter
period. The difference between overdue and non-performing loans fell by 39.1 per cent for the eighth quarter
in a row. The NPL ratio of new lending granted since 2013 has stayed at a stable level of 0.88 per cent. and the
allowance to NPL reached 173.21 per cent., steadily enhancing our capability of offsetting risks.

Distribution of NPLs by Business Line
The following table sets forth, as at the dates indicated, our NPLs by business line.

As at 31 December As at 30 June
2016 2017 2018
% of NPL % of NPL % of NPL
Amount total ratio®  Amount total ratio®  Amount total ratio®

(in RMB millions, except percentages)

Corporate loans

................................. 159,871 75.48% 1.96% 175,903 79.60% 1.97% 187,087 81.35% 2.00%
Discounted bills

................................. 598 0.28% 0.08% 525 0.24% 0.15% 324 0.14% 0.12%
Personal loans

................................. 51,332 24.24% 1.22% 44,560 20.16% 0.90% 42,565 18.51% 0.80%
Total NPLs

................................. 211,801 100.00% 1.62% 220,988 100.00% 1.55% 229,976 100.00% 1.54%
Note:

(1)  Calculated by dividing the balance of NPL in each category by total balance of gross loans and advances to customers in that category.

As at 31 December 2016, the balance of non-performing corporate loans was RMB159,871 million,
representing an NPL ratio of 1.96 per cent. As at 31 December 2017, the balance of non-performing corporate
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loans stood at RMB175,903 million, representing an NPL ratio of 1.97 per cent., an increase of RMB16,032
million, or 10.03 per cent., from RMB159,871 million as at 31 December 2016. The increase in both the amount
and ratio of NPLs was primarily due to default of loan as some enterprises suffered from the lack of funding,
and trade enterprises and small and micro enterprises in traditional industries encountered operating difficulties
in the face of economic structural adjustment and industry transformation and upgrading.

As at 30 June 2018, the balance of non-performing corporate loans stood at RMB187,087 million,
representing an NPL ratio of 2.00 per cent., an increase of RMB11,184 million or 6.36 per cent. from
RMB175,903 million as at 31 December 2017.

The NPL ratio of personal loans was 1.22 per cent. as at 31 December 2016, or an NPL balance of
RMB51,332 million. As at 31 December 2017, the balance of non-performing personal loans stood at
RMB44,560 million, representing an NPL ratio of 0.90 per cent., a decrease of RMB6,772 million, or 13.19 per
cent., from RMB51,332 million as at 31 December 2016. As at 30 June 2018, the balance of non-performing
personal loans stood at RMB42,565 million, representing an NPL ratio of 0.80 per cent. and a decrease of
RMB1,995 million, or 4.48 per cent., from RMB44,560 million as at 31 December 2017.

As at 31 December 2016, the balance of non-performing discounted bills was RMB598 million,
representing an NPL ratio of 0.08 per cent., which decreased to RMB525 million as at 31 December 2017,
representing an NPL ratio of 0.15 per cent., and further decreased to RMB324 million, representing an NPL
ratio of 0.12 per cent. as at 30 June 2018.

Distribution of NPLs by Geographic Areas
The following table sets forth, as at the dates indicated, the distribution of our NPLs by geographic areas.

As at 31 December As at 30 June
2016 2017 2018
NPL NPL NPL
Amount % of total ratio® Amount % of total ratio® Amount % of total ratio®

(in RMB millions, except percentages)

Head Office .............. 13,758 6.50% 2.37% 14,702 6.65% 2.33% 19,298 8.39% 2.81%
Yangtze River Delta.. 35,325 16.68% 1.47% 27,955 12.65% 1.08% 25,988 11.30% 0.95%
Pearl River Delta....... 35913 16.96% 2.06% 32,878 14.88% 1.73% 30,002 13.04% 1.51%
Bohai Rim................. 41,097 19.40% 1.91% 46,903 21.22% 2.00% 49,712 21.62% 2.03%
Central China............ 28,575 13.49% 1.57% 32911 14.89% 1.64% 31,864 13.85% 1.51%
Western China........... 37,623 17.76% 1.63% 38,628 17.48% 1.54% 42,538 18.50% 1.61%
Northeastern China ... 11,571 5.46% 1.64% 19,596 8.87% 2.67% 21,563 9.38% 2.88%
Overseas and others .. 7,939 3.75% 0.60% 7,415 3.36% 0.49% 9,011 3.92% 0.58%
Total NPLs................ 211,801 100.0% 1.62% 220,988 100.0% 1.55% 229,976 100.0% 1.54%
Note:

(1)  Calculated by dividing the balance of NPL from each geographic area by total balance of gross loans and advances to customers in
that region.

The Pearl River Delta, the Yangzte River Delta and the Central China regions witnessed slight decreases
in NPL ratios. The Head Office, the Bohai Rim, Western China and North Eastern China regions witnessed
slight increases in NPL ratios. The NPL ratio of the Pearl River Delta region decreased from 2.06 per cent. as
at 31 December 2016 to 1.73 per cent. as at 31 December 2017 and to 1.51 per cent. as at 30 June 2018. The
NPL ratio of the Yangzte River Delta region decreased from 1.47 per cent. as at 31 December 2016 to 1.08 per
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cent. as at 31 December 2017 and to 0.95 per cent. as at 30 June 2018. The NPL ratio of the Central China
region increased from 1.57 per cent. as at 31 December 2016 to 1.64 per cent. as at 31 December 2017 and
decreased to 1.51 per cent. as at 30 June 2018 The NPL ratio of the Head Office region decreased from 2.37 per
cent. as at 31 December 2016 to 2.33 per cent. as at 31 December 2017 and increased to 2.81 per cent. as at 30
June 2018. The NPL ratio of the Bohai Rim region increased from 1.91 per cent. as at 31 December 2016 to
2.00 per cent. as at 31 December 2017 and to 2.03 per cent. as at 30 June 2018. The NPL ratio of the Western
China region decreased from 1.63 per cent. as at 31 December 2016 to 1.54 per cent. as at 31 December 2017
and increased to 1.61 per cent. as at 30 June 2018. The NPL ratio of the Northeastern China region increased
from 1.64 per cent. as at 31 December 2016 to 2.67 per cent. as at 31 December 2017 and to 2.88 per cent. as
at 30 June 2018.

Distribution of Non-performing Corporate Loans of Domestic Branches by Industry
The following table sets forth, as at the dates indicated, the distribution of our non-performing corporate
loans of domestic branches (excluding discounted bills) by industry.

As at 31 December As at 30 June
2016 2017 2018
% of NPL % of NPL % of NPL
Amount total Ratio®  Amount total Ratio®  Amount total Ratio®

(in RMB millions, except percentages)

Transportation, storage

and postal services.... 3,022 2.0% 0.20% 9,568 5.7% 0.56% 11,675 6.5% 0.65%
Manufacturing............. 60,639 39.9% 4.29% 67,604 40.0% 4.80% 77,776 43.6% 5.34%
Production and supply

of electricity, heat,

gas and water............ 501 0.3% 0.06% 1,407 0.8% 0.16% 1,468 0.8% 0.16%
Leasing and

commercial services. 4,938 3.2% 0.67% 6,250 3.7% 0.69% 8,032 4.5% 0.81%
Water, environment

and public utility

management ............. 1,302 0.9% 0.25% 975 0.6% 0.15% 1,317 0.7% 0.18%
Wholesale and retail.... 58,029 38.1% 9.28% 55,366 32.8% 9.75% 51,085 28.6% 9.02%
Real estate ................... 9,367 6.1% 2.19% 13,631 8.1% 2.72% 10,464 5.9% 1.91%
Mining.......cceevevevreeenne 4,425 2.9% 1.96% 2,998 1.8% 1.44% 3,277 1.8% 1.58%
Construction................ 4,222 2.8% 2.25% 2,856 1.7% 1.28% 2,850 1.6% 1.15%
Science, education,

culture and sanitation 675 0.4% 0.55% 850 0.5% 0.67% 898 0.5% 0.60%
Lodging and catering... 2,742 1.8% 2.25% 3,256 1.8% 2.93% 4,047 2.3% 3.79%
Others......ccevevveeveerennne 2,456 1.6% 1.25% 4,142 2.5% 2.16% 5,700 3.2% 3.01%
Total non-performing

corporate loans....... 152,318 100.0% 2.20% 168,903 100.0% 2.25% 178,589 100.0% 2.26%

Note:

(1)  Calculated by dividing the balance of NPL from each category by the total balance of gross loans and advances to customers in that
category.
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The NPL ratio of our loans in the manufacturing sector was 4.29 per cent. as at 31 December 2016,
increased to 4.80 per cent. as at 31 December 2017 and further increased to 5.34 per cent. as at 30 June 2018.
The increase in NPLs to the manufacturing industry was mainly due to loan default of some manufacturing
enterprises encountering difficulties in operation and lack of funding caused by macroeconomic fluctuations,
weakened domestic and overseas demands and fierce market competition in the industry.

The NPL ratio of our loans in the wholesale and retail sector was 9.28 per cent. as at 31 December 2016
and 9.75 per cent. as at 31 December 2017 and decreased slightly to 9.02 per cent. as at 30 June 2018.

The NPL ratio of our loans in the transportation, storage and postal services sector was 0.20 per cent. as
at 31 December 2016, decreased to 0.56 per cent. as at 31 December 2017 and increased to 0.65 per cent. as at
30 June 2018.

The NPL ratio of our loans in the real estate sector was 2.19 per cent. as at 31 December 2016 and
increased to 2.72 per cent. as at 31 December 2017. As at 30 June 2018, the NPL ratio of our loans in the real
estate sector decreased to 1.91 per cent.

Loan Aging Schedule
The following table sets forth, as at the dates indicated, our loan aging schedule for our gross loans and
advances to customers.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Current 10ans ..........ccoeeeevvccinncnnne 12,710,719 97.35% 13,947,373 97.99% 14,664,527 98.19%

Loans past due" for:

1 to 90 days
.......................................................... 151,115 1.16% 107,218 0.75% 87,970 0.59%
91 days to 1 year
.......................................................... 75,550 0.58% 68,209 0.48% 81,399 0.55%
1 to 3 years
.......................................................... 101,916 0.78% 80,919 0.57% 66,913 0.45%
Over 3 years
.......................................................... 17,546 0.13% 29,729 0.21% 33,328 0.22%
Subtotal
.............................................................. 346,127 2.65% 286,075 2.01% 269,610 1.81%
Gross loans and advances to
CUSLOMET'S.........oviniiiiiiiiiiicieee 13,056,846 100.00% 14,233,448 100.00% 14,934,137 100.0%

Note:

(1) Loans and advances to customers are deemed overdue when either the principal or interest is overdue. For loans and advances to
customers repayable by instalments, the total amount of loans is deemed overdue if part of the instalments is overdue.

The proportion of our loans and advances to customers that were deemed overdue was 2.65 per cent. as
at 31 December 2016. As at 31 December 2017 and 30 June 2018, the proportion of our loans and advances to
customers that were deemed overdue decreased to 2.01 per cent. and 1.81 per cent. respectively.
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Allowance for Impairment Losses on Loans and Advances to Customers

For the years ended 31 December 2017 and 31 December 2016, we assessed our loans and advances to
customers for impairment, determine the level of allowance for impairment losses and recognise any related
provisions made in a period based on the guidelines for impairment under IAS 39. Our loans and advances to
customers were reported net of the allowance for impairment losses on our consolidated statement of financial
position. With respect to corporate loans, where there was objective evidence of possible impairment as a result
of events occurring after the initial recognition of loans that may affect the estimated future cash flows of the
loans, we performed assessments on such loans to determine the allowance for impairment losses. The
allowance for impairment losses of each of the loans was measured as the difference between the carrying value
and the estimated recoverable amounts of the loans. The estimated recoverable amounts represent the present
value of the estimated future cash flows of the loans, including, among others, the recoverable value of the
collateral. Corporate and personal loans classified as pass and special mention, for which no evidence of
impairment had been identified, were assessed collectively for the purpose of determining the allowance for
impairment losses. The allowance for impairment losses of collectively assessed loans was determined
primarily based on our historical loss experience in similar portfolios and the prevailing economic conditions.

From 1 January 2018, we adopted IFRS 9 which introduced new requirements for measurement of
impairment for financial assets. The new impairment model in IFRS 9 replaces the “incurred loss” model in
IAS 39 with an “expected credit loss (“ECL”)” model. Under the ECL model, it is no longer necessary for a
loss event to occur before an impairment loss is recognised. Instead, we are required to recognise and measure
either a 12-month expected credit loss or lifetime expected credit loss, depending on the asset and the facts and
circumstances which results in an early recognition of credit losses. For the six months ended 30 June 2018,
except for credit-impaired corporate loans and advances to customers, we measured our ECL based on whether
a significant increase in credit risk has occurred since initial recognition or whether an asset is considered to be
credit-impaired. For the impairment loss on credit-impaired corporate loans and advances to customers, we
applied the cash flow discount method. The amount of the impairment loss on credit-impaired corporate loans
and advances is measured as the difference between the asset’s gross carrying amount and the present value of
estimated future cash flows discounted at the asset’s original effective interest rate, and the allowance for
impairment loss is deducted in the carrying amount.

For a description of our methods in calculating the estimated recoverable amount of loans, see Note 26
to our audited consolidated financial statements as at and for the year ended 31 December 2016 and Notes 17
and 44 to our unaudited but reviewed interim condensed consolidated financial statements as at and for the six
months ended 30 June 2018, each incorporated by reference in this Offering Circular.

Changes to the Allowance for Impairment Losses

The following table sets forth the changes to our allowance for impairment losses on loans and advances
to customers for the years ended 31 December 2016 and 31 December 2017.

Individually Collectively
Assessed Assessed Total

(in RMB millions)

As at 1 January 2016 51,499 229,155 280,654
Charge for the year
............................................................................................................... 83,966 2,172 86,138
of which:
Impairment allowances charged ...........ccceoeverirenienieneneseceseene 110,992 151,577 262,569
Impairment allowances transferred............cocoveveeienenenenencneeene 865 (865) -
Reversal of impairment alloWances............oocevereeeenierieneneneneenens (27,891) (148,540) (176,431)



Accreted interest on impaired loans'?

Recoveries of loans and advances previously written off
As at 31 December 2016

Charge for the year

of which:

Impairment allowances charged ...........coceevevenenerenennnn.
Impairment allowances transferred.............ccccovevirenenen.

Reversal of impairment allowances............ccccocevereeenne.

Accreted interest on impaired loans"

Recoveries of loans and advances previously written off

As at 31 December 2017

Individually
Assessed

(5,135)

(65,999)
1,226
65,557
108,983

158,352
1,399
(50,768)

(3,189)

(57,031)
1,426
115,746

Collectively
Assessed

(in RMB millions)

(8,145)
773
223,955
15,113

135,679
(1,399)
(119,167)

(15,170)
838
224,736

Total

(5,135)

(74,144)
1,999

289,512

124,096

294,031

(169,935)

(3,189)

(72,201)
2,264
340,482

Movements of allowance for impairment losses of loans and advances to customers measured at amortised cost

for the period ended 30 June 2018 were as follows:

Lifetime ECL Lifetime ECL
12-month — non credit- — credit
ECL impaired impaired Total
Balance at 1 January 2018 ...........cccceueueee. 107,961 111,867 152,770 372,598
Transfer:
to 12-month ECL to lifetime ECL ......... 7,951 (7,528) (423) —
— not credit-impaired to lifetime ECL.. (903) 1,213 (310) —
— credit-impaired..........cccoeeerenereneenne (941) (18,033) 18,974 —
CRharge .....ccoovvveenieirieierecenceseeseeeeeeenee 29,435 2,025 46,229 77,689
WIite-0ffS .o.ooviiiiiiiicic (118) (978) (51,127) (52,223)
Recoveries of loans and advances
previously written off ...........ccoviiiininnnne. — — 1,082 1,082
Other MOVeMENts.........ccceeveveererenenenrenene 47 54 (1,251) (1,150)
Balance at 30 June 2018 ........c.coceuveruenennene 143,432 88,620 165,944 397,996
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Movements of the allowance for impairment losses on loans and advances to customers measured at fair value
through other comprehensive income for the period ended 30 June 2018 were as follows:

Lifetime ECL Lifetime ECL

12-month — not credit- — credit-
ECL impaired impaired Total
Balance at 1 January 2018 ...........cccceueueee. 23 0 448 471
Transfer:
to 12-month ECL to lifetime ECL ......... — — — —
— not credit-impaired to lifetime ECL.. — — — —
— credit-impaired..........ccceeerenereneenne — — — —
Charge/(TEVErSe) .....cccevveveeeeereiaienrenienieens 63 0 (200) (137)
Other mOvemMents.........cccevvueevieiriniinnnenne. 1 — — 1
Balance at 30 June 2018.............c.cccueeueeneen. 87 0 248 335

Note:

(1) Represents the increase in the present value of loans after impairment that is due to the passage of time, which we
recognise as interest income.

Our allowance for impairment losses as at 31 December 2017 was RMB340,482 million, an increase of
RMBS50,970 million, or 17.6 per cent., from RMB289,512 million as at 31 December 2016. This increase was
primarily due to RMB294,031 million in impairment allowances charged as a result of increases in the total
size of our loan portfolio, requiring greater provisions for potential impairment losses.

Investment

Our investment portfolio consists of listed and unlisted Renminbi-denominated and foreign currency-
denominated securities and other financial assets. Investment represented 22.7 per cent., 22.1 per cent. and 22.9
per cent., respectively, of our total assets as at 31 December 2016 and 2017 and 30 June 2018. We classify our
investment into (i) receivables, (ii) held-to-maturity investments, (iii) available-for-sale financial assets, (iv)
financial assets designated at fair value through profit or loss and (v) financial assets held for trading, primarily
based on our intentions with respect to these assets and pursuant to the requirements of IAS 39.

Our investment portfolio increased by 5.0 per cent. from RMB5,481,174 million as at 31 December
2016 to RMBS5,756,704 million as at 31 December 2017. In 2017, we continued to improve the bond portfolio
investment structure and expanded our investment scale on the basis of guaranteeing liquidity and controllable
risk.

Our investment portfolio increased by 8.7 per cent. from RMBS5,756,704 million as at 31 December
2017 to RMB6,257,681 million as at 30 June 2018, primarily due to the increase in our investment in equity
instruments and others.

Distribution of Our Investment by Investment Category

The following tables set forth, as at the dates indicated, the distribution of our investment by bond
investments and equity investments.
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Debt Instruments

of which:

Equity instruments and others...

Total investment..........................

Equity instruments..............cccc......
Funds and others...........c.couveenennee.

Total investment..........................

Debt Instruments

As at 31 December

2016 2017

Amount % of total Amount

% of total

(in RMB millions, except percentages)

5,162,025 94.2% 5,373,733 93.4%
34,510 0.6% 58,072 1.0%
5,196,535 94.8% 5,431,805 94.4%
284,639 5.2% 324,899 5.6%
5,481,174 100.0% 5,756,704 100.0%

As at 30 June

2018

Amount

% of total

(in RMB millions, except percentages)

5,632,488 90.0%
30,758 0.5%
594,435 9.5%
6,257,681 100.0%

Our debt instruments consist of debt securities issued primarily by governments, central banks, policy
banks and other institutions. Our debt instruments represented 94.8 per cent. and 94.4 per cent. of our total
investment as at 31 December 2016 and 2017, respectively. The following table sets forth, as at the dates
indicated, the distribution of our investment in bonds by issuer type.

Government bonds...........
Central bank bills.............
Policy bank bonds............
Other bonds(" ..................

Total investment in bonds

Note:

As at 31 December As at 30 June
2017 2018
Amount % of total Amount % of total

(in RMB millions, except percentages)

3,286,729 61.2% 3,575,085 63.5%
18,902 0.4% 18,657 0.3%
996,669 18.5% 875,312 15.5%
1,071,433 19.9% 1,163,434 20.7%
5,373,733 100.0% 5,632,488 100.0%
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(1)  Consists of debt instruments issued by other financial institutions, corporate bonds and debt instruments issued by public entities.

Our investment in bonds increased by 4.8 per cent. from RMBS5,373,733 million as at 31 December 2017
to RMB5,632,488 million as at 30 June 2018. In the reporting period, the Bank continued to increase its
investment in local government bonds and treasury bonds, while the balance of central bank bills and policy
bank bonds declined under the influence of normal maturity of bonds and changes in the supply-demand
structure of the bond market.

Distribution of investment in bonds by remaining maturity

The following table sets forth, as at the dates indicated, the distribution of our investment in bonds by
remaining maturity.

As at 31 December As at 30 June
2017 2018
Amount % of total Amount % of total

(in RMB millions, except percentages)

Undated"

........................................... - 0.0% 4 0.0%
Less than 3 months

........................................... 281,658 5.2% 331,720 5.9%
3 to 12 months

........................................... 561,566 10.5% 584,840 10.4%
1 to 5 years

........................................... 2,819,961 52.5% 3,073,909 54.6%
Over 5 years

........................................... 1,710,548 31.8% 1,642,015 29.1%
Total investment in bonds

........................................... 5,373,733 100.0% 5,632,488 100.0%

Note:

(1)  Refers to impaired bonds.

As at 31 December 2017, bonds within 1-year maturity reduced by RMB214,949 million from the end
of the previous year and their percentage dropped by 20.3 per cent. and bonds beyond 5-year maturity grew by
RMB116,377 million or 7.3 per cent.

As at 30 June 2018, bonds within 1-year maturity increased by RMB73,340 million from the end of the
previous year and bonds within 1 to 5 year maturity grew by RMB253,948 million.
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Distribution of investment in bonds by currency

The following table sets forth, as at the dates indicated, the distribution of our investment in bonds by

currency.
As at 31 December As at 30 June
2017 2018
Amount % of total Amount % of total

(in RMB millions, except percentages)

RMB-denominated bonds

............................................................ 4,945,340 92.0% 5,191,068 92.2%
U.S. dollar-denominated bonds

............................................................ 295,590 5.5% 306,013 5.4%
Other foreign currency bonds

............................................................ 132,803 2.5% 135,407 2.4%
Total investment in bonds

............................................................ 5,373,733 100.0% 5,632,488 100.0%

As at 31 December 2017, RMB-denominated bonds increased by RMB 124,970 million, or 2.6 per cent.,
U.S. dollar-denominated bonds increased by the equivalent of RMB49,315 million, or 20.0 per cent., and other
foreign currency bonds increased by the equivalent of RMB37,423 million or 39.2 per cent., as compared to 31
December 2016.

As at 30 June 2018, RMB-denominated bonds increased by RMB245,728 million, or 5.0 per cent., U.S.
dollar-denominated bonds and other foreign currency bonds increased by an equivalent of RMB10,423 million
or 3.5 per cent. and RMB2,604 million or 2.0 per cent., as compared to 31 December 2016. These increases
were mainly due to balancing the risk and returns of investment in foreign currency bonds and increasing the
investment in U.S. dollar-denominated bonds.

Investment in bonds related to restructuring

During the period from 1999 to 2001, we disposed of non-performing assets with a book value of
RMB407.7 billion to Huarong and received 10-year non-transferrable bonds issued by Huarong with a nominal
value of RMB313.0 billion as well as RMB94.7 billion in cash as consideration. Huarong is a wholly state-
owned non-bank financial institution that has been approved by the State Council and was established in
October 1999 primarily to acquire and manage non-performing assets from large commercial banks, including
us. The Huarong Bonds have a fixed interest rate of 2.25 per cent. per annum.

During the period from 2010 to 2011, the Huarong Bonds held by us matured. In accordance with the
“Letter from MOF in Respect of the Bonds Issued by Huarong held by Industrial and Commercial Bank of
China” (Cai Jin Han [2010] No. 105), the MOF agreed that the term of the Huarong Bonds held by us would
be extended for 10 years after their expiration, the terms of the bonds such as the interest rate would remain
unchanged and the MOF would continue its support for the principal and interest payments in relation to the
Huarong Bonds held by us. During the years ended 31 December 2016 and 2017 and the six months ended 30
June 2018, we received early repayment of RMB218,747 million, RMB222,687 million and RMB222,687
million accumulated, respectively, under the Huarong Bonds.

Equity Instruments

As at 31 December 2017 and 30 June 2018, equity instruments amounted to RMB19,073 million and
RMB30,758 million respectively.
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Other Components of Our Assets

Other components of our assets primarily consist of (i) cash and balances with central banks, (ii) due
from banks and other financial institutions, net and (iii) reverse repurchase agreements.

Cash and balances with central banks primarily consist of cash on hand, mandatory reserve deposits,
which consist of statutory reserve deposits with the PBOC, surplus reserve deposits and other restricted
deposits. The amount of cash and balances with central banks increased by 7.9 per cent. from RMB3,350,788
million as at 31 December 2016 to RMB3,613,872 million as at 31 December 2017. As at 30 June 2018, our
cash and balances with central banks further increased to RMB3,818,453 million. These increases were
primarily due to increases in our customer deposits, which resulted in corresponding rises in our statutory
deposit reserves.

Due from banks and other financial institutions consists primarily of Renminbi-denominated and foreign
currency-denominated inter-bank deposits and money-market placements with banks and other financial
institutions. Due from banks and other financial institutions, net of allowances for impairment losses, increased
by 6.3 per cent. from RMB797,473 million as at 31 December 2016 to RMB 847,611 million as at 31 December
2017. As of 30 June 2018, our due from banks and other financial institutions further increased to RMB906,466
million. The increase in our due from banks and other financial institutions during the period under review was
primarily due to our efforts to develop greater inter-bank business to increase the efficiency of our use of funds.

Amounts due under reverse repurchase agreements are purchases of assets under agreements to resell
equivalent assets. Our financial assets held under reverse repurchase agreements increased from RMB 755,627
million as at 31 December 2016 by 30.6 per cent. to RMB986,631 million as at 31 December 2017. As of 30
June 2018, our amounts due under reverse repurchase agreements decreased by 30.3 per cent. to RMB687,913
million.

LIABILITIES AND SOURCES OF FUNDS

Our total liabilities as at 31 December 2016 and 2017 and 30 June 2018 amounted to RMB22,156,102
million, RMB23,945,987 million and RMB25,110,879 million, respectively. Our liabilities comprise primarily
(i) due to customers, (ii) due to banks and other financial institutions, (iii) repurchase agreements, (iv) debt
securities issued and (v) other liabilities.

The following table sets forth, as at the dates indicated, the components of our total liabilities.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total
(in RMB millions)

Due to CUStOmErs .......cocevveeeveeereeennnne.. 17,825,302 80.5% 19,562,936 81.7% 20,818,042 82.9%
Due to banks and other financial

INSEIEULIONS ...ovveeeve e 2,016,799 9.1% 1,706,549 7.1% 1,924,082 7.7%
Repurchase agreements .............c......... 589,306 2.7% 1,046,338 4.4% 556,277 2.2%
Debt securities issued ............covenen... 357,937 1.6% 526,940 2.2% 579,235 2.3%
OthersM) ..o, 1,366,758 6.1% 1,103,224 4.6% 1,233,243 4.9%
Total liabilities ..................c...c....co...... 22,156,102 100.0% 23,945,987 100.0% 25,110,879 100.0%

Note:
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(1)  Others primarily consist of financial liabilities designated at fair value through profit or loss, other liabilities, income tax payable,
certificates of deposit, derivative financial liabilities, due to central banks and deferred income tax liabilities.

Our total liabilities increased by 8.1 per cent. from RMB22,156,102 million as at 31 December 2016 to
RMB23,945,987 million as at 31 December 2017. The increase was primarily due to continuing increases in
due to customers and others.

Our total liabilities increased by 4.9 per cent. from RMB23,945,987 million as at 31 December 2017 to
RMB25,110,879 million as at 30 June 2018. The increase was primarily due to continuing increases in due to
customers and others.

Due to customers is our primary source of funding and represented 80.5 per cent., 81.7 per cent. and
82.9 per cent. of our total liabilities as at 31 December 2016 and 2017 and 30 June 2018, respectively.

Due to Customers

We provide demand and time deposit products to corporate and personal customers. The following table
sets forth, as at the dates indicated, our deposits from customers by business line and maturity term.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Corporate deposits

Time deposits.......eeervereeriereeriereennns 4,176,334 23.4% 4,635,661 23.7% 4,986,953 24.0%
Demand deposits.........ccccereererereenenne. 5,271,686 29.6% 6,069,804 31.0% 6,436,296 30.9%
Subtotal....c.coveverireiirireieeee 9,448,520 53.0% 10,705,465 54.7% 11,423,249 54.9%
Personal deposits

Time deposits.....c.ceevreeirereiniereenen 4,419,907 24.8% 4,748,525 24.3% 5,237,329 25.2%
Demand deposits.........cceeveueeriereeennee 3,720,374 20.9% 3,820,392 19.5% 3,954,673 19.0%
SUBLOtal....c.eeeeiieeeieeeee e 8,140,281 45.7% 8,568,917 43.8% 9,192,002 44.2%
Other depositsV.........c.cccovvvevererernnnen. 236,501 1.3% 288,554 1.5% 202,791 0.9%
Total due to customers ...................... 17,825,302 100.0% 19,562,936 100.0% 20,818,042 100.0%

Note:

(1)  Includes outward remittance and remittance payables.

As at 31 December 2017, the balance due to customers was RMB19,562,936 million, representing an
increase of RMB1,737,634 million, or 9.7 per cent., from the end of the previous year. As of 30 June 2018, the
balance due to customers further increased by 6.4 per cent. to RMB20,818,042 million.

In terms of customer structure, as at 31 December 2017, the balance of corporate deposits increased by
RMB1,256,945 million, or 13.3 per cent., from the end of the previous year, and further increased by
RMB717,784 million, or 6.7 per cent., as of 30 June 2018. As at 31 December 2017, the balance of personal
deposits increased by RMB428,636 million, or 5.3 per cent., from the end of the previous year, and further
increased by RMB623,085 million, or 7.3 per cent., as of 30 June 2018.

177



In terms of maturity structure, as at 31 December 2017, the balance of time deposits increased by
RMB787,445 million, or 9.2 per cent., from the end of the previous year, and further increased by RMB840,096
million, or 9.0 per cent., as of 30 June 2018. As at 31 December 2017, the balance of demand deposits increased
by RMB898,136 million, or 10.0 per cent., from the end of the previous year, and further increased by
RMBS500,773 million, or 5.1 per cent., as of 30 June 2018.

The proportion of corporate deposits over total due to customers increased from 53.0 per cent. as at 31
December 2016 to 54.7 per cent. as at 31 December 2017, and remained stable as at 30 June 2018.

The proportion of demand deposits over total due to customers increased from 50.5 per cent. as at 31
December 2016 to 50.5 per cent. as at 31 December 2017, and slightly decreased to 49.9 per cent. as at 30 June
2018.

Distribution of Due to Customers by Geographic Area

We classify deposits geographically based on the location of the branch taking the deposit. There is
generally a high correlation between the location of the depositor and the location of the branch taking the
deposit. The following table sets forth our due to customers by geographic area as at the dates indicated.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Head Office .....ccooveieniiiiiiiiiiee 69,210 0.4% 60,261 0.3% 51,718 0.2%
Yangtze River Delta .........cccoceveennne. 3,456,697 19.4% 3,722,756 19.0% 3,938,626 18.9%
Pearl River Delta ..........cccoevveienennenne. 2,397,059 13.4% 2,736,614 14.0% 2,764,848 13.3%
Bohai Rim..........cccoevvvieiiiiieiee 4,795,528 26.9% 5,203,857 26.6% 5,662,663 27.2%
Central China..........ccocoeovevininieiennne 2,561,772 14.4% 2,780,882 14.2% 2,984,000 14.3%
Western China .........cccoeceeveveiienienncnne. 2,881,274 16.2% 3,236,441 16.6% 3,505,472 16.9%
Northeastern China...........ccccoeeeveue.... 986,703 5.5% 1,033,381 53% 1,082,347 5.2%
Overseas and others .............cccoeveveeenn.e. 677,059 3.8% 788,744 4.0% 828,368 4.0%
Total due to customers ...................... 17,825,302 100.0% 19,562,936 100.0% 20,818,042 100.0%

Distribution of Due to Customers by Remaining Maturity
The following table sets forth, as at the dates indicated, the distribution of our due to customers by
remaining maturity.

As at 31 December As at 30 June
2016 2017 2018
Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

Demand deposits®............ccoeveverrnnnne. 9,783,195 54.9% 10,701,914 54.7% 11,224,775 53.99,
Less than 3 months .........ccceovvvvvevennnnne 2,145,423 12.0% 2,402,603 12.3%, 2,374,271 11.42,
3t0 12 months .....ccovevvveeieiiiieiieieeene 3,705,472 20.8% 3,895,490 19.9% 4,305,017 20.7%
1405 YEAIS wevovvrrrrereeereeeesesssseeeeererenen 2,185,850 12.3% 2,549,415 13.0% 2,910,698 14.0%
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As at 31 December As at 30 June

2016 2017 2018

Amount % of total Amount % of total Amount % of total

(in RMB millions, except percentages)

OVEI 5 YeATS...cuveviireienieeicnieeieereneeen 5,362 0.0% 13,514 0.1% 3,281 0.0%
Total due to customers ...................... 17,825,302 100.0% 19,562,936 100.0% 20,818,042 100.0%
Note:

(1) Includes time deposits payable on demand.

Other Components of Our Liabilities

Other components of our liabilities primarily include (i) due to banks and other financial institutions, (ii)
repurchase agreements and (iii) debt securities issued.

Amounts due to banks and other financial institutions refer to deposits by banks and other financial
institutions. As at 31 December 2017, our amounts due to banks and other financial institutions decreased by
15.4 per cent. to RMB1,706,549 million from RMB2,016,799 million as at 31 December 2016, which was
primarily attributable to our effort to optimise our liabilities structure and to increase deposits from banks and
other financial institutions according to market and the changes of our capital positions. As at 30 June 2018,
our amounts due to banks and other financial institutions increased by 12.7 per cent. to RMB1,924,082 million.

Amounts due on repurchase agreements consist primarily of sales of assets under agreements to
repurchase equivalent assets. Amounts due on repurchase agreements increased by 77.6 per cent. from
RMB589,306 million as at 31 December 2016 to RMB1,046,338 million as at 31 December 2017, primarily
because we appropriately increased funds raised from the public market based on its internal and external
liquidity status. As at 30 June 2018, amounts due on repurchase agreements stood at RMB556,277 million.

Debt securities issued consists of subordinated bonds and other debt securities. Debt securities issued
increased by 47.2 per cent. from RMB357,937 million as at 31 December 2016 to RMB526,940 million as at
31 December 2017, primarily due to the issue of various debt securities by our headquarters and Sydney,
Singapore, Tokyo and New York branches. As at 30 June 2018, debt securities issued stood at RMB579,235
million.
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DIRECTORS AND SENIOR MANAGEMENT

The table below sets forth the particulars of our directors, supervisors and senior management:

Name Position Gender Age

Yi Huiman Chairman, Executive Director Male 53

Gu Shu Executive Director, Vice Male 50
Chairman, President

Cheng Fengchao Non-executive Director Male 58

Zheng Fuqing Non-executive Director Male 54

Mei Yingchun Non-executive Director Female 46

Dong Shi Non-executive Director Male 52

Ye Donghai Non-executive Director Male 54

Or Ching Fai Independent Non-executive Male 68
Director

Hong Yongmiao Independent Non-executive Male 53
Director

Anthony Francis Neoh Independent Non-executive Male 71
Director

Yang Siu Shun Independent Non-executive Male 62
Director

Sheila Colleen Bair Independent Non-executive Female 63
Director

Shen Si Independent Non-executive Male 64
Director

Zhang Wei Shareholder Supervisor Male 55

Hui Ping Employee Supervisor Male 57

Huang Li Employee Supervisor Male 53

Qu Qiang External Supervisor Male 51

Shen Bingxi External Supervisor Male 65

Wang Lin Secretary of Party Discipline Male 52
Committee

Hu Hao Senior Executive Vice President Male 55

Tan Jiong Senior Executive Vice President Male 51

Wang Bairong Chief Risk Officer Male 55

Guan Xueqing Board Secretary Male 54

The business address of each of the directors, supervisors and senior management is No.55
Fuxingmennei Avenue, Xicheng District, Beijing, PRC 100140.

There are no potential conflicts of interest between any duties to the Issuer of the directors listed above
and their private interests or other duties.
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BIOGRAPHIES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Yi Huiman, Chairman, Executive Director

Mr. Yi has served as Chairman of the Board and Executive Director of Industrial and Commercial Bank
of China Limited since June 2016. He joined ICBC in 1985, and had previously served in several positions
including Deputy Head of ICBC Zhejiang Branch, and Head of ICBC Jiangsu Branch and ICBC Beijing Branch.
Mr. Yi has served as a member of Senior Management, Senior Executive Vice President, President, Vice
Chairman and Executive Director of Industrial and Commercial Bank of China Limited since October 2005.
He obtained a Master’s degree in Executive Business Administration from Guanghua School of Management
of Peking University. He is a researcher.

Gu Shu, Vice Chairman, President, Executive Director

Mr. Gu has served as Vice Chairman and Executive Director of Industrial and Commercial Bank of
China Limited since December 2016, and President since October 2016. He joined ICBC in 1998, where he
served as Deputy General Manager of Accounting and Settlement Department, Deputy General Manager of the
Planning and Finance Department, and General Manager of Finance and Accounting Department. Since July
2008, he has served as Board Secretary and General Manager of Corporate Strategy and Investor Relations
Department, Head of Shandong Branch and Senior Executive Vice President of Industrial and Commercial
Bank of China Limited. He served concurrently as Vice Chairman of Standard Bank Group Limited, Chairman
of ICBC (London) PLC and Chairman of Industrial and Commercial Bank of China (Argentina) S.A. Mr. Gu
obtained a Doctorate degree in Economics from Shanghai University of Finance and Economics, a Master’s
degree in Economics from Dongbei University of Finance and Economics and a Bachelor’s degree in
Engineering from Shanghai Jiao Tong University. He is a senior accountant.

Cheng Fengchao, Non-executive Director

Mr. Cheng has served as Non-executive Director of Industrial and Commercial Bank of China Limited
since March 2015. He joined Huijin in 2009, and served as Deputy Director of Finance Bureau of Pingquan
County in Hebei Province, Deputy Director of Finance Office of Hebei Province, Head of Hebei Certified
Public Accountants, Vice Chairman and Secretary of Hebei Institute of Certified Public Accountants, Deputy
General Manager of Shijiazhuang Office, General Manager of Evaluation Management Department, General
Manager of Tianjin Office and General Manager of Development Research Department of China Great Wall
Asset Management Corporation, and a Non-executive Director of Agricultural Bank of China Limited. He acts
as tutor to PhD students of Hunan University, graduate supervisor for Graduate School of Chinese Academy of
Social Sciences, member of the Expert Advisory Committee for Mergers, Acquisitions and Restructurings of
CSRC and Supervisor of China Everbright Group Limited. He obtained a Doctorate degree in management
from Hunan University. Currently, he is a researcher in financial science, senior accountant, PRC Certified
Public Accountant and China’s Certified Public Valuer.

Zheng Fuqing, Non-executive Director

Mr. Zheng has served as Non-executive Director of Industrial and Commercial Bank of China Limited
since February 2015. Mr. Zheng joined the MOF in 1989, and served as Deputy Head and Head of Shanxi
Finance Ombudsman Office, and Assistant Ombudsman and Associate Counsel of Shanxi Finance Ombudsman
Office. Mr. Zheng graduated from the Party School of Communist Party of China (the “C.P.C.”) majoring in
law theory. He is an economist.

Mei Yingchun, Non-executive Director

Ms. Mei has served as Non-executive Director of Industrial and Commercial Bank of China Limited
since August 2017. Ms. Mei joined the MOF in 1992, and consecutively served in the World Bank Department,
the Treasury Department and the Tariff Policy Department. She previously served as Assistant Consultant of
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the Budget Implementation Division of the Treasury Department of MOF, Assistant Consultant of the Audit &
Supervision Division of the Treasury Payment Centre in September 2004, Deputy Director of the Audit &
Supervision Division, the Treasury Payment Centre of MOF, Director of the Audit & Supervision Division of
the Treasury Payment Center of MOF, Deputy Director-General of the Tariff Policy Department (Tariff Policy
Research Centre) of MOF, and was seconded to World Bank Group as Senior Advisor, and worked in the
Development Partner Relationship Department of the Development Finance Unit, International Development
Association, and the Vice-President Front Office of East Asia and Pacific Region of the International Bank for
Reconstruction and Development. Ms. Mei obtained a Master’s degree in International Affairs from School of
International and Public Affairs of Columbia University, and a PhD in Economics from Chinese Academy of
Fiscal Science (formerly known as the Institute of Fiscal Science, MOF).

Dong Shi, Non-executive Director

Mr. Dong has served as Non-executive Director of Industrial and Commercial Bank of China Limited
since August 2017. Mr. Dong joined Huijin in 2008, and served as Deputy Division Chief of the Audit and
Supervision Bureau of the People’s Bank of China, Assistant Special Inspector of the State Council, Division
Chief of the Supervisory Committee of the Working Commission of Central Level State-Owned Enterprises,
and Deputy Director-General of the Foreign Affairs Bureau of the State-Owned Assets Supervision and
Administration Commission and Director of China Reinsurance (Group) Corporation and Director of China
Reinsurance Asset Management Co., Ltd. and Non-executive Director of China Construction Bank
Corporation. He currently serves as Non-executive Director of China Securities Co., Ltd. He has made a study
visit to the US Federal Reserve and Royal Melbourne Institute of Technology. Mr. Dong graduated from Renmin
University of China and obtained a Master’s degree in Economic Law. He is a senior economist and an
accountant.

Ye Donghai, Non-executive Director

Mr. Ye has served as Non-executive Director of the Bank since October 2017. Mr. Ye joined Huijin in
2017. Previously, he served as Section Chief and Deputy Director General of the Finance Division of Beijing
Normal University, Assistant General Manager (Deputy General Manager level) of the Planning and Finance
Department of China Everbright Bank, Deputy General Manager of the Finance and Accounting Department
of China Everbright Bank (in charge of the department’s work), Vice President and member of the CPC
Committee of China Everbright Bank Tianjin Branch, Deputy General Manager of the Audit Department of
China Everbright Bank (in charge of the department’s work) and General Manager of the Audit Department of
China Everbright Bank. He served concurrently as Employee Supervisor of the Board of Supervisors of China
Everbright Bank. Mr. Ye Donghai graduated from Renmin University of China, and obtained a Master’s degree
in Economics. He is a senior accountant.

Or Ching Fai, Independent Non-executive Director

Mr. Or has served as Independent Non-executive Director of Industrial and Commercial Bank of China
Limited since May 2012. Mr. Or previously served as General Manager, a Director of The Hongkong and
Shanghai Banking Corporation Limited, Chairman of HSBC Insurance Limited, Chief Executive and Vice
Chairman of Hang Seng Bank Limited, Chairman of Hang Seng Insurance Company Limited and Hang Seng
Bank (China) Limited, a Director of Cathay Pacific Airways Limited and a Director of Hutchison Whampoa
Limited, Vice Chairman and Independent Non-executive Director of G-Resources Group Limited, and Vice
Chairman and Non-executive Director of Aquis Entertainment Limited. He was Chairman of the Hong Kong
Association of Banks, Vice President and a Council Member of the Hong Kong Institute of Bankers, Chairman
of the Financial Services Advisory Committee and a member of the Services Promotion Program Committee
of the Hong Kong Trade Development Council, a member of the Risk Management Committee of the Hong
Kong Exchanges and Clearing Limited, a member of the Aviation Development Advisory Committee, Chairman
of the Executive and Campaign Committee of the Community Chest of Hong Kong, Acting Chairman of the
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Council of City University of Hong Kong, a Council Member of The University of Hong Kong and an Adviser
of the Employers’ Federation of Hong Kong. Mr. Or currently acts as Chairman and Executive Director of
China Strategic Holdings Limited, Chairman and Independent Non-executive Director of Esprit Holdings
Limited, Independent Non-executive Director of Chow Tai Fook Jewellery Group Limited, Television
Broadcasts Limited and Regina Miracle International Ltd., and Vice Patron of the Board of the Community
Chest of Hong Kong. Mr. Or graduated from The University of Hong Kong with a Bachelor’s degree in
Economics and Psychology. He is an Honorary Doctorate of Social Science of City University of Hong Kong.
Mr. Or was awarded a Silver Bauhinia Star from the Hong Kong Special Administrative Region and Honorary
University Fellowships from The University of Hong Kong an Honorary Fellowship from Hang Seng
Management College, and a Justice of the Peace.

Hong Yongmiao, Independent Non-executive Director

Mr. Hong has served as Independent Non-executive Director of Industrial and Commercial Bank of
China Limited since August 2012. Mr. Hong was previously in charge of the National Science Fund for
Distinguished Overseas Young Scholars supported by the National Science Foundation of China, and acted as
President of the Chinese Economists Society in North America. He is currently an academician of the Academy
of Sciences for the Developing World and a professor of Economics and International Studies at Cornell
University in the United States. He has been enrolled as one of the first participants of the “Thousand Talents
Plan” and serves as Vice Chairman of the Steering Committee of Economics Teaching at Institutions of Higher
Learning under the Ministry of Education and Director of the Wang Yanan Institute for Studies in Economics
and the School of Economics at Xiamen University. He is a lecture professor of the “Changjiang Scholars”
launched by the Ministry of Education, an honorary professor of the School of Economics and Management at
University of Chinese Academy of Sciences and a senior editor in economics for the Journal of Management
Science and Engineering, an English magazine published by the National Natural Science Foundation of China.
He is also an editorial board member of Economic Research Journal of the Chinese Academy of Social Sciences
and an academic board member of China Economic Quarterly published by Peking University. He acts as
Independent Non-Executive Director of Xiamen Bank Co., Ltd. as well. Mr. Hong graduated from Xiamen
University with a Bachelor of Science degree and a Master’s degree in Economics, and obtained his Doctorate
degree in Economics from the University of California San Diego.

Anthony Francis Neoh, Independent Non-executive Director

Mr. Neoh has served as Independent Non-executive Director of Industrial and Commercial Bank of
China Limited since April 2015. He previously served as Chief Advisor to CSRC, a member of the International
Consultation Committee of CSRC, a member of the Basic Law Committee of the Hong Kong Special
Administrative Region under the Standing Committee of the National People’s Congress of People’s Republic
of China, and Chairman of the Hong Kong Securities and Futures Commission. He was Chairman of the
Technical Committee of the International Organization of Securities Commissions, a Non-executive Director
of Global Digital Creations Holdings Limited. He was an Independent Non-executive Director of Link
Management Limited, which is the Manager of Link Real Estate Investment Trust. He was also an Independent
Non-executive Director of China Shenhua Energy Company Limited, Bank of China Limited and China Life
Insurance Company Limited. Mr. Neoh currently serves as an Independent Non-executive Director of CITIC
Limited and New China Life Insurance Company Limited. He graduated from the University of London with a
Bachelor’s degree in Law. He is Honorary Doctorate of Law of Chinese University of Hong Kong and Open
University of Hong Kong and Honorary Doctorate of Social Sciences of Lingnan University. He was elected
Honorary Fellow of the Hong Kong Securities Institute and Academician of the International Euro-Asian
Academy of Sciences. Mr. Neoh was appointed as Senior Counsel in Hong Kong. He is a barrister of England
and Wales. He was admitted to the State Bar of California.
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Yang Siu Shun, Independent Non-executive Director

Mr. Yang has served as Independent Non-executive Director of Industrial and Commercial Bank of
China Limited since April 2016. He previously served as Chairman and Principal Partner of
PricewaterhouseCoopers Hong Kong, Executive Chairman and Principal Partner of PricewaterhouseCoopers
Chinese Mainland and Hong Kong, member of five-people leading group of global leadership committee of
PricewaterhouseCoopers and Chairman of PricewaterhouseCoopers Asia-Pacific region. Mr. Yang currently
serves as a member of the 13th National Committee of the Chinese People’s Political Consultative Conference,
a member of the Exchange Fund Advisory Committee of the Hong Kong Monetary Authority, a member of the
board of directors of the Hong Kong Jockey Club, Vice Chairman of the Council of the Open University of
Hong Kong, director and chairman of the Audit Committee of Hang Seng Management College, and an
independent non-executive director of the Tencent Holdings Limited. Mr. Yang graduated from the London
School of Economics and Political Science. He holds the qualification of the Association of Chartered Certified
Accountants, and is a senior member of the Institute of Chartered Accountants in England and Wales, the Hong
Kong Institute of Certified Public Accountants and the Chartered Institute of Management Accountants.

Sheila Colleen Bair, Independent Non-executive Director

Ms. Bair has served as Independent Non-executive Director of Industrial and Commercial Bank of China
Limited since March 2017. Previously, she served as the Research Director, Deputy Counsel and Counsel to
Robert Dole. She was President of Washington College, a Commissioner of the Commodity Futures Trading
Commission, later served as a senior vice president for government relations at the New York Stock Exchange,
and then as Assistant Secretary for Financial Institutions at the U.S. Department of the Treasury. She was the
Dean’s Professor of Financial Regulatory Policy at the University of Massachusetts-Ambherst, Chair of the
Federal Deposit Insurance Corporation and Senior Advisor to The Pew Charitable Trusts. She is the current
Chair Emeritus of the Systemic Risk Council. She is a founding board member of The Volcker Alliance, a non-
profit organisation. She is Independent Non-Executive Director of Thomson Reuters Corp., Host Hotels &
Resort Inc., Avant Inc., Paxos Trust Company, LLC and its holding company Kabompo Holdings, Ltd. She also
serves on the International Advisory Council to CBIRC and the International Advisory Board for Santander.
She received a Bachelor’s Degree in philosophy from the University of Kansas, and a juris doctorate from the
University of Kansas School of Law. She holds honorary doctorates from Amherst College, Drexel University,
the University of Kansas, and the University of Massachusetts.

Shen Si, Independent Non-executive Director

Mr. Shen has served as Independent Non-executive Director of the Bank since March 2017. Previously,
he served as Deputy Division Chief and Division Chief of the Zhejiang Branch of the People’s Bank of China,
Deputy General Director of the Investigation and Statistics Department of the Head Office of the People’s Bank
of China, and Deputy President of the Hangzhou Branch of Shanghai Pudong Development Bank, Board
Secretary of Shanghai Pudong Development Bank and Executive Director and concurrently Board Secretary of
Shanghai Pudong Development Bank. He had participated in important events in Shanghai Pudong
Development Bank such as its initial public offering, four issues of new shares, acquisition of credit cooperative
and its formation of strategic partnership with Citibank. He obtained a Master’s degree in Economics from
Zhejiang University and an EMBA degree. He is a senior economist.

Zhang Wei, Shareholder Supervisor

Mr. Zhang has concurrently served as Shareholder Supervisor and Director of the Board of Supervisors’
Office of Industrial and Commercial Bank of China Limited since June 2016. He joined ICBC in 1994, and has
served as Employee Supervisor of the Board of Supervisors, General Manager of the Legal Affairs Department
and Chief of Consumer Protection Office of ICBC. He graduated from Peking University with a Doctorate
degree in Law and is a research fellow.
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Hui Ping, Employee Supervisor

Mr. Hui has served as Employee Supervisor of Industrial and Commercial Bank of China Limited since
September 2015. He joined ICBC in 1984 and has served as Deputy Secretary of the Party Discipline Committee
and concurrently as Director of the Discipline Enforcement Department since 2015. He was Deputy Head and
Head of Shaanxi Branch and General Manager of the Internal Control and Compliance Department of ICBC.
Mr. Hui graduated from Xiamen University and received a Doctorate degree in Finance. He is a senior
economist.

Huang Li, Employee Supervisor

Mr. Huang has served as Employee Supervisor of Industrial and Commercial Bank of China Limited
since June 2016. He joined ICBC in 1994 and is currently the General Manager of the Internal Audit Bureau of
ICBC. He served as Deputy General Manager and General Manager of the Banking Department as well as
Deputy Head and Head of Guizhou Branch of ICBC from December 1998 to June 2015. Mr. Huang graduated
from The University of Hong Kong with an MBA degree. He is a senior economist.

Qu Qiang, External Supervisor

Mr. Qu has served as External Supervisor of Industrial and Commercial Bank of China Limited since
December 2015. Currently, he is a professor and tutor for PhD students of Renmin University of China, Director
of China Fiscal and Financial Policy Research Center (a key research center of humanities and social sciences
of the Ministry of Education), Deputy Director of Financial and Securities Institute of Renmin University of
China, a council member of China Finance Society, a member of China Finance 40 Forum and External Expert
of China Development Bank. He was Head of the Applied Finance Department of the School of Finance,
Renmin University of China. Currently, he is also External Supervisor of Bank of Beijing. Mr. Qu graduated
from Renmin University of China, and received a Doctorate degree in Economics.

Shen Bingxi, External Supervisor

Mr. Shen has served as External Supervisor of Industrial and Commercial Bank of China Limited since
June 2016. He previously served as the Vice Chief of the Financial Market Division of the Financial System
Reform Department, Chief of the System Reform Division of the Policy Study Office, and Chief of the
Monetary Policy Research Division of the Research Bureau of the PBC, Chief Representative of the PBC
Representative Office in Tokyo, Deputy Director-general and Director-level Inspector of Financial Market
Department of the PBC, and Non-executive Director of Agricultural Bank of China. Mr. Shen is currently guest
professor of Tsinghua University, Zhejiang University and Nankai University. Mr. Shen graduated from Renmin
University of China, and received a Doctorate degree in Economics. He is a research fellow.

Wang Lin, Secretary of Party Discipline Committee

Mr. Wang has served as Secretary of Party Discipline Committee of Industrial and Commercial Bank of China
Limited since July 2015. He began his career in 1987. Prior to joining ICBC, he once served as Director of
Fund Supervision Department and Director of Securities and Fund Institution Supervision Department of
CSRC. Mr. Wang graduated from Tsinghua University, and received a Doctorate degree in Management.

Hu Hao, Senior Executive Vice President

Mr. Hu has served as Senior Executive Vice President of Industrial and Commercial Bank of China
Limited since November 2015. Mr. Hu joined ICBC in 1984, serving successively as Deputy General Manager
of the Industrial and Commercial Credit Department, Deputy General Manager of the Credit Management
Department, General Manager of the Institutional Banking Department, General Manager of the International
Banking Department, President of Chinese Mercantile Bank and Chairman of Industrial and Commercial Bank
of China Luxembourg S.A. Besides, he once served as Deputy Director-General of Construction and

Administration Bureau of South-to-North Water Diversion Middle Route Project, a Director of Taiping General
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Insurance Company Limited, Taiping Life Insurance Co., Ltd. and Xiamen International Bank, General
Manager of Corporate Strategy and Investor Relations Department and Board Secretary of Industrial and
Commercial Bank of China Limited. He concurrently serves as Vice Chairman of Standard Bank Group Limited
and Chairman of ICBC (London) PLC. Mr. Hu graduated from Hunan University, and received a Doctorate
degree in Economics from the Graduate School of the Chinese Academy of Social Sciences. He is a researcher.

Tan Jiong, Senior Executive Vice President

Mr. Tan has served as Senior Executive Vice President of the Bank since January 2017. He joined Bank
of China (BOC) in June 1988. He previously served as Deputy General Manager (person in charge) and General
Manager of Tibet Branch, and General Manager of Yunnan Branch of BOC, Chairman of Bank of China
Investment Management Co., Ltd. and General Manager of Guangdong Branch. Mr. Tan graduated from Wuhan
University and obtained a Doctorate degree in Economics. He is a senior economist.

Wang Bairong, Chief Risk Officer

Mr. Wang has served as Chief Risk Officer of Industrial and Commercial Bank of China Limited since
July 2016. He began his career in 1986. Mr. Wang joined ICBC in 1991 and previously served as Assistant to
Head of Zhejiang Branch, Head of Shaoxing Branch, Assistant Head of Zhejiang Branch and Head of ICBC,
Shaoxing Branch, Deputy Head of Zhejiang Branch and General Manager of the Banking Department of
Zhejiang Branch, and the Deputy Head (person in charge and Head of Chongqing Branch. Mr. Wang graduated
from the Party School of the Central Committee of C.P.C. and obtained a Master's degree in Economics. He is
a senior economist.

Guan Xueqing, Board Secretary

Mr. Guan has served as Board Secretary of Industrial and Commercial Bank of China Limited since July
2016. He joined ICBC in 1984 and served as Head of Suining Branch in Sichuan, Representative of Frankfurt
Representative Office and Deputy General Manager of Frankfurt Branch, Deputy Head of Sichuan Branch,
Deputy Head of Sichuan Branch and General Manager of the Banking Department of Sichuan Branch, and
Head of Hubei Branch and Sichuan Branch. Previously Mr. Guan was also General Manager of the Corporate
Strategy and Investor Relations Department of Industrial and Commercial Bank of China Limited. He graduated
from the Southwestern University of Finance and Economics and obtained a Doctorate degree in Economics.
He is a senior economist.

CORPORATE GOVERNANCE

We have made consistent efforts to improve our corporate governance and checks and balances
mechanisms, which comprise the Shareholders’ general meeting, the Board, the board of supervisors and the
senior management, by clearly defining responsibilities and accountability, coordinating effective checks and
balances and optimising responsibilities of the authority, decision-making, supervisory and executive bodies
within the Bank. As a result of these efforts, we have established a corporate governance operation mechanism
featuring a scientific decision-making process, effective supervision and steady operation.

Shareholders’ General Meeting

The Shareholders’ general meeting is responsible for, among others, deciding on business policies and
material investment plans of the Bank; considering and approving the proposals on the annual financial budget,
final accounts, profit distribution plans and loss recovery plans; electing and changing directors, shareholder
supervisors and external supervisors; considering and approving the work report of the Board and the work
report of the board of supervisors; adopting resolutions on merger, division, dissolution, liquidation, change of
corporate form, increase or decrease of registered capital, issuance and listing of corporate bonds or other
negotiable securities and repurchase of stocks; and amending the Articles of Association of the Bank.

186



Board of Directors

Responsibilities of the Board of Directors

As the decision-making body of the Bank, the Board is accountable to, and shall report to, the
Shareholders’ general meeting. The Board is responsible for, among others, convening the Shareholders’ general
meeting; implementing resolutions of the Shareholders’ general meeting; deciding on business plans,
investment plans and development strategies of the Bank; formulating annual financial budgets and final
accounts of the Bank; formulating profit distribution plans and loss recovery plans; formulating proposals on
the increase or decrease of registered capital of the Bank; formulating fundamental management rules on risk
management and internal control and supervising the implementation of these rules; appointing or removing
the president and the Board secretary, based on the president’s nomination, appointing or removing senior
executive vice presidents and other senior management members (except the Board secretary) and deciding on
their remuneration, rewards and sanctions; deciding or authorising the president to set up relevant internal
institutions of the Bank; regularly evaluating and improving corporate governance of the Bank; managing
information disclosure matters of the Bank; and supervising and ensuring effective performance of management
responsibilities of the president and other senior management members.

Board Committees

The Board delegates certain responsibilities to various committees. In accordance with relevant PRC laws
and regulations, we have formed strategy, audit, risk management, nomination and compensation committees
and a related party transactions control committee.

Strategy Commiittee

The Strategy Committee is mainly responsible for considering our strategic development plan, business
and institutional development plan, major investment and financing plan and other major matters critical to our
development, making recommendations to the Board, and examining and assessing the soundness of the
corporate governance framework to ensure financial reporting, risk management and internal control are
compliant with our corporate governance criteria. Our Strategy Committee consists of eight directors, including
Executive Directors Mr. Yi Huiman and Mr. Gu Shu; Independent Non-executive Directors Mr. Or Ching Fai,
Mr. Hong Yongmiao and Ms. Sheila Colleen Bair; Non-executive Directors Mr. Zheng Fuqing, Ms. Mei
Yingchun, and Mr. Dong Shi. Chairman of the Board Mr. Yi Huiman is the chairman of the committee.

Audit Committee

The Audit Committee is mainly responsible for supervising, inspecting and evaluating internal control,
financial information and internal audit and assessing mechanisms for our staff to report misconducts in
financial statements, internal control, etc. and for the Bank to make independent and fair investigations and take
appropriate actions. Our Audit Committee consists of seven directors, including Independent Non-executive
Directors Mr. Or Ching Fai, Mr. Hong Yongmiao, Mr. Anthony Francis Neoh, Mr. Shen Si and Mr. Yang Siu
Shun; Non-executive Directors Mr. Cheng Fengchao and Mr. Ye Donghai. Independent Non-executive Director
Mr. Or Ching Fai is the chairman of the committee.

Risk Management Committee

The Risk Management Committee is primarily responsible for reviewing and revising our strategy, policy
and procedures of risk management and internal control process, and supervising and evaluating the
performance of Senior Management members and the risk management department in respect of risk
management. It concurrently serves as the US risk committee in accordance with the relevant requirements in
the Enhanced Prudential Standards on Bank Holding Companies and Foreign Banking Organisation established
by the Federal Reserve Board. Our Risk Management Committee consists of seven directors, including
Independent Non-executive Directors Mr. Anthony Francis Neoh, Mr. Hong Yongmiao, Mr. Shen Si and Ms.
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Sheila Colleen Bair; Non-executive Directors Mr. Zheng Fuqing, Mr. Cheng Fengchao and Mr. Dong Shi.
Independent Non-executive Director Mr. Anthony Francis Neoh is the chairman of the committee.

Nomination Committee

The Nomination Committee is mainly responsible for making recommendations to the Board on
candidates for directors and Senior Management members, nominating candidates for chairmen and members
of special committees of the Board, and formulating the standards and procedures for selection and appointment
of directors and Senior Management members as well as the training and development plans for Senior
Management members and key reserved talents. The Nomination Committee is also responsible for assessing
the structure, size and composition of the Board on a yearly basis and making recommendations to the Board
based on our development strategy. Our Nomination Committee consists of six directors, including Executive
Director Mr. Gu Shu; Independent Non-executive Directors Mr. Hong Yongmiao, Mr. Or Ching Fai, Mr.
Anthony Francis Neoh and Mr. Yang Siu Shun; Non-executive Director Mr. Ye Donghai. Independent Non-
executive Director Mr. Hong Yongmiao is the chairman of the committee.

Compensation Committee

The Compensation Committee is mainly responsible for formulating assessment measures on the
performance of duties for directors, organising the assessment on the performance of duties of Directors, putting
forth proposals on remuneration distribution for Directors, putting forth proposals on remuneration distribution
for Supervisors based on the performance assessment on Supervisors carried out by the board of supervisors,
formulating and reviewing the assessment measures and compensation plans for Senior Management members
and evaluating the performance and behaviours of Senior Management members. Our Compensation
Committee consists of seven directors, including Executive Director Mr. Gu Shu; and Independent Non-
executive Directors Mr. Anthony Francis Neoh, Mr. Or Ching Fai, Mr. Shen Si and Mr. Yang Siu Shun and
Non-executive Directors Ms. Mei Yingchun and Mr. Dong Shi. Independent Non-executive Director Mr. Shen
Si is the chairman of the committee.

Related Party Transactions Control Committee

We established our related party transactions control committee in accordance with applicable PRC laws,
regulations and rules. The Related Party Transactions Control Committee is mainly responsible for identifying
the Bank’s related parties, examining major related party transactions, and receiving related party transaction
statistics and reporting information of general related party transactions. Our Related Party Transactions Control
Committee consists of three directors, including Independent Non-executive Directors Mr. Yang Siu Shun, Mr.
Or Ching Fai and Mr. Hong Yongmiao. Independent Non-executive Director Mr. Yang Siu Shun is the chairman
of the committee.

Board of Supervisors

Responsibilities of the Board of Supervisors

As the supervisory body of the Bank, the board of supervisors is accountable to, and shall report to, the
Shareholders’ general meeting. The board of supervisors is responsible for, among others, supervising the
performance and due diligence of directors and senior management members; supervising the performance of
duties of the Board and the senior management; conducting audits on retiring or resigning directors and senior
management members where appropriate; examining and supervising the Bank’s financial activities; examining
financial information such as financial reports, business reports and profit distribution plans to be submitted to
the Shareholders’ general meeting by the Board; examining and supervising business decisions, risk
management and internal control of the Bank and providing guidance for the internal audit departments of the
Bank; formulating performance assessment measures for supervisors, assessing the performance and conduct
of supervisors and reporting to the Shareholders’ general meeting for approval; presenting proposals to the
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Shareholders’ general meeting; proposing to convene extraordinary general meetings and convening and
presiding over such meetings in case the Board fails to perform its duty of convening Shareholders’ general
meeting; and proposing to convene interim meetings of the Board.

Operation of the Board of Supervisors

The board of supervisors convenes regular and special meetings to discuss official matters. Regular
meetings shall be held at least four times a year. There is a supervisory board office under our board of
supervisors that functions in accordance with authorisation from our board of supervisors and reports to our
board of supervisors. The supervisory board office under the board of supervisors is its day-to-day
administrative organ. It is responsible for supervising and scrutinising matters such as corporate governance,
financial activities, risk management and internal control of the Bank; for organising meetings of the board of
supervisors and its special committee; and for preparing meeting documents and minutes for the meetings.

Supervision Committee

As the special committee of the board of supervisors established pursuant to the Articles of Association
of the Bank, the Supervision Committee operates in accordance with the authorisation of the board of
supervisors and is accountable to the board of supervisors. The Supervision Committee is mainly responsible
for formulating plans for the inspection and supervision of financial activities of the Bank; formulating plans
for the audits on retiring or resigning Directors, Presidents and other Senior Management members; formulating
plans for the audits on business policies, risk management and internal control of the Bank when necessary;
providing comments after review of the financial report of the Bank and reporting to the board of supervisors;
reviewing the investigation report on significant events in the annual operation and financial status of the Bank
submitted by the Supervisory Board Office, and reporting to the board of supervisors; giving comments on the
performance assessment of directors and Senior Management members, and reporting to the board of
supervisors; giving opinions on the assessment of the development and implementation of risk management
and internal control system, and reporting to the board of supervisors; and other functions and duties as may be
authorised by the board of supervisors. The Supervision Committee consists of five Supervisors, including Mr.
Zhang Wei, Mr. Hui Ping, Mr. Huang Li, Mr. Qu Qiang and Mr. Shen Bingxi.
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PRINCIPAL SHAREHOLDERS

As at 30 June 2018, the total number of our Shareholders (number of holders of A Shares and H Shares
on the register of shareholders as at 30 June 2018) was 604,243, of which there were 123,938 H Shareholders
and 480,305 A Shareholders.

The table below sets out the particulars of our top 10 Shareholders as at 30 June 2018.

Increase/
Share- Number of decrease of
holding pledged or shares during
Nature of Class of percentage  Total number of  locked-up the reporting
Name of shareholder shareholder  shares (%) shares held  shares period
Central Huijin Investment Ltd.... State-owned A share 34.71 123,717,852,951  None —
Ministry of Finance of the People's
Republic of China..........ccccoee. State-owned A share 34.60 123,316,451,864  None —
HKSCC Nominees Limited/Hong
Kong Securities Clearing Foreign H share® 24.17 86,134,094,908  Unknown 34,244,480
Company Limited® ................... legal person A share 0.20 704,986,268  None 235,135,800
Ping An Life Insurance Company
of China, Ltd. — Traditional — Other
Ordinary insurance products...... entities A share 1.03 3,687,330,676  None -44,000,000
China Securities Finance Co., Ltd. State-owned
legal person A share 0.67 2,375,725,040  None -1,600,354,846
Sycamore Investment Platform State-owned
Co, Ltd. e legal person A share 0.40 1,420,781,042  None —
Central Huijin Asset Management State-owned
Co, Ltd. @ e legal person A share 0.28 1,013,921,700  None —
China Life Insurance Company
Limited — Traditional
— Ordinary insurance products Other
— 005L — CTO001 Hu............... entities A share 0.12 431,141,549  None 68,433,722
China Life Insurance Company
Limited — Dividends
Distribution — Dividends
Distribution to Individuals Other
— 005L — FHO002 Hu............... entities A share 0.10 344,613,344 None 212,810,999
Anbang Property & Casualty
Insurance Co., Ltd. Other
— Traditional products entities A share 0.06 207,691,297  None -
Notes:
(1) Particulars of shareholding of H shareholders were based on the number of shares set out in the Bank's register of shareholders as at 30 June 2018.
?2) The Bank had no shares subject to restrictions on sales.
3) HKSCC Nominees Limited held 86,124,094,908 H shares and Hong Kong Securities Clearing Company Limited held 704,986,268 A shares.
“) Central Huijin Asset Management Co., Ltd. is a wholly-owned subsidiary of Central Huijin Investment Ltd. Both the “China Life Insurance Company Limited — Traditional — Ordinary insurance products

005L — CT001 Hu” and the “China Life Insurance Company Limited — Dividends Distribution — Dividends Distribution to Individuals — 005L — FH002 Hu” are managed by China Life Insurance Company
Limited. Save as disclosed above, the Bank is not aware of any connected relations or concert party action among the afore-mentioned shareholders.

Particulars of Controlling Shareholders

The largest single shareholder of the Bank is Huijin, whose full name is Central Huijin Investment Ltd.
Huijin is a state-owned company founded by the State according to the Company Law on 16 December 2003.
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Its registered capital is equal to its paid-in capital at RMB828,209 million. Its registered address is New Poly
Plaza, 1 Chaoyangmen North Street, Dongcheng District, Beijing, its unified social credit code is
911000007109329615, and its legal representative is Ding Xuedong. Huijin is a wholly-owned subsidiary of
China Investment Corporation. It, in accordance with authorisation by the State Council, makes equity
investments in major state-owned financial enterprises, and shall, to the extent of its capital contribution,
exercise the rights and perform the obligations as an investor on behalf of the State in accordance with
applicable laws, to achieve the goal of preserving and enhancing the value of state-owned financial assets.
Huijin does not engage in any other business activities, and does not intervene in the day-to-day business
operations of the key state-owned financial institutions it controls. As at 30 June 2018, Huijin held
approximately 34.71 per cent. shares of the Bank.

The second single largest shareholder of the Bank is MOF, which held approximately 34.60 per cent.
shares of the Bank as at 30 June 2018. MOF is a department under the State Council, and is responsible for
overseeing the State’s fiscal revenue and expenditure, formulating the financial and taxation policies, and
supervising State finance at a macro level.
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TAXATION

The following is a general description of certain tax considerations relating to the Notes and is based
on law and relevant interpretation thereof in effect as at the date of this Offering Circular, all of which are
subject to changes and does not constitute legal or taxation advice. It assumes that there will be no substitution
of the Issuer and does not address the consequences of any such substitution. It does not purport to be a
complete analysis of all tax considerations relating to the Notes, whether in those countries or elsewhere.

Prospective purchasers of the Notes should consult their own tax advisers as to which countries’ tax laws
could be relevant to acquiring, holding and disposing of the Notes and receiving payments of interest, principal
and/or other amounts under the Notes and the consequences of such actions under the tax laws of those
countries. It is emphasised that neither the Issuer nor any other persons involved in the Programme accepts
responsibility for any tax effects or liabilities resulting from the subscription for purchase, holding or disposal
of the Notes.

UNITED KINGDOM

The comments in this part are based on current United Kingdom tax law as applied in England and Wales
and HM Revenue & Customs published practice (which Noteholders should note, may not be binding on HM
Revenue & Customs) relating only to United Kingdom withholding tax treatment of payments of principal and
interest in respect of the Notes. The comments do not deal with any other United Kingdom tax implications of
acquiring, holding or disposing of Notes. The United Kingdom tax treatment of prospective Noteholders
depends on their individual circumstances and may be subject to change in the future. Any Noteholders who
are in doubt as to their own tax position should consult their professional advisers.

INTEREST ON THE NOTES
Quoted Eurobonds

Payments of interest on the Notes may be made without deduction of or withholding on account of United
Kingdom income tax provided that the Notes carry a right to interest and the Notes are and continue to be
“admitted to trading on a multilateral trading facility operated by an EEA-regulated recognised stock exchange”
within the meaning of Section 987 of the Income Tax Act 2007. The ISM is a multilateral trading facility for
this purpose. It is operated by the London Stock Exchange which is an EEA-regulated recognised stock
exchange. Provided, therefore, that the Notes carry a right to interest and are and remain admitted to trading on
EEA-regulated recognised stock exchange, interest on the Notes will be payable without deduction of or
withholding on account of United Kingdom tax whether or not the Issuer is a bank and whether or not the
interest is paid in the ordinary course of its business (as to which see below).

The United Kingdom withholding tax treatment of payments made under the Deed of Covenant, however, is
uncertain and such payments may not be eligible for the quoted Eurobond exemption described above.
Accordingly, if the Issuer makes any such payments under the Deed of Covenant, these may be subject to United
Kingdom withholding tax at the basic rate (currently 20 per cent.) to the extent that none of the exclusions
below apply.

Interest on payments of a short term nature

Interest payable on Notes which have a maturity of less than one year and which are not issued with the
intention, or under a scheme or arrangement the effect of which is, that such Notes form part of a borrowing
which is capable of remaining outstanding for one year or more can be paid without withholding or deduction
for or on account of United Kingdom income tax.
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Payment by a bank in the ordinary course of its business

Payments of interest by the Issuer may be made without withholding or deduction for or on account of United
Kingdom income tax provided that it is and continues to be a bank within the meaning of Section 991 of the
Income Tax Act 2007 and the interest on the Notes is paid in the ordinary course of its business within the
meaning of Section 878 of the Income Tax Act 2007.

In all other cases, interest will generally be paid by the Issuer under deduction of United Kingdom income tax
at the basic rate (currently 20 per cent.), subject to the availability of other reliefs under domestic law or to any
direction to the contrary from HM Revenue & Customs in respect of such relief as may be available pursuant
to the provisions of any applicable double taxation treaty.

PRC

The following summary describes the principal PRC tax consequences of ownership of the Notes by
beneficial owners who, or which, are not residents of Mainland China for PRC tax purposes. These beneficial
owners are referred to as non-PRC Noteholders in this section. In considering whether to invest in the Notes,
potential purchasers should consult their individual tax advisers with regard to the application of PRC tax laws
to their particular situations as well as any tax consequences arising under the laws of any other tax
Jurisdiction.

According to the PRC Enterprise Income Tax Law and the relevant implementation rules, non-PRC
resident enterprises will not be subject to the PRC income tax in respect of the interest income borne and paid
by any enterprise, organisation or establishment located outside the PRC. However, pursuant to the PRC
Individual Income Tax Law and the relevant implementation rules, it remains uncertain as to whether non-PRC
resident individuals shall be subject to the PRC income tax in respect of the interest income from the Notes.
Should the PRC tax authority deem the interest income from the Notes of the non-PRC resident individuals as
income sourced within the PRC referred to in Regulations on the Implementation of the PRC Individual Income
Tax Law, the non-PRC resident individual Noteholders may be subject to the individual income tax at 20 per
cent., unless otherwise provided in preferential taxation policies under special taxation arrangements.

According to the arrangement for avoidance of double taxation between the PRC and Hong Kong, both
Hong Kong resident enterprises and Hong Kong resident individuals will not be subject to the PRC income tax
in respect of the revenue from the sale or exchange of the Notes. However, pursuant to the PRC Enterprise
Income Tax Law and the PRC Individual Income Tax Law and the relevant implementation rules, it remains
uncertain as to whether other non-PRC resident Note investors shall be subject to the PRC income tax in respect
of the revenue from the sale or exchange of the Notes. Should the PRC tax authority deem the gains of the non-
PRC residents generated from the sale or exchange of the Notes as income sourced within the PRC, the non-
PRC resident Noteholders other than Hong Kong residents may be subject to the enterprise income tax at rate
of 10 per cent. for non-PRC resident enterprises, or individual income tax at 20 per cent. for non-PRC resident
individuals, respectively, unless otherwise provided in other preferential taxation policies under special taxation
arrangements.

No PRC stamp duty will be chargeable upon the issue or transfer (for so long as the register of
Noteholders is maintained outside the PRC) of a Note.

FATCA

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA,
a “foreign financial institution” (as defined by FATCA) may be required to withhold on certain payments it
makes (“foreign passthru payments”) to persons that fail to meet certain certification, reporting or related
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requirements. The issuer is a foreign financial institution for these purposes. A number of jurisdictions
(including the PRC and the UK) have entered into, or have agreed in substance to, intergovernmental
agreements with the United States to implement FATCA (“IGAs”), which modify the way in which FATCA
applies in their jurisdictions. Under the provisions of IGAs as currently in effect, a foreign financial institution
in an IGA jurisdiction would generally not be required to withhold under FATCA or an IGA from payments that
it makes. Certain aspects of the application of the FATCA provisions and IGAs to instruments such as Notes,
including whether withholding would ever be required pursuant to FATCA or an IGA with respect to payments
on instruments such as Notes, are uncertain and may be subject to change. Even if withholding would be
required pursuant to FATCA or an IGA with respect to payments on instruments such as Notes, such withholding
would not apply prior to 1 January 2019. Holders should consult their own tax advisers regarding how these
rules may apply to their investment in Notes.

THE PROPOSED FINANCIAL TRANSACTIONS TAX (“FTT”)

On 14 February 2013, the European Commission published a proposal (the “Commission’s Proposal”)
for a Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria,
Portugal, Slovenia and Slovakia (the “participating Member States”). However, Estonia has since stated that
it will not participate.

The Commission’s Proposal has very broad scope and could, if introduced, apply to certain dealings in
the Notes (including secondary market transactions) in certain circumstances. Primary market transactions
referred to in Article 5(c) of Regulation (EC) No 1287/2006 are expected to be exempt.

Under the Commission’s Proposal the FTT could apply in certain circumstances to persons both within
and outside of the participating Member States. Generally, it would apply to certain dealings in the Notes where
at least one party is a financial institution, and at least one party is established in a participating Member State.
A financial institution may be, or be deemed to be, “established” in a participating Member State in a broad
range of circumstances, including (a) by transacting with a person established in a participating Member State
or (b) where the financial instrument which is subject to the dealings is issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between participating Member States. It may
therefore be altered prior to any implementation, the timing of which remains unclear. Additional EU Member
States may decide to participate.

Prospective holders of the Notes are advised to seek their own professional advice in relation to the FTT.
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SUBSCRIPTION AND SALE

OVERVIEW OF DEALER AGREEMENT

The Dealers have, in an amended and restated dealer agreement (the “Dealer Agreement”) dated 17
October 2018, agreed with the Issuer a basis upon which they or any of them may from time to time agree to
purchase Notes. Any such agreement will extend to those matters stated under “Forms of the Notes™ and “Terms
and Conditions of the Notes”. The Issuer will pay each relevant Dealer a commission as agreed between them
in respect of Notes subscribed by it. Where the Issuer agrees to sell to the Dealer(s), who agree to subscribe and
pay for, or to procure subscribers to subscribe and pay for, Notes at an issue price (the “Issue Price”), any
subsequent offering of those Notes to investors may be at a price different from such Issue Price. The Issuer has
agreed to reimburse the Arrangers for certain of their expenses incurred in connection with the establishment,
and any future update, of the Programme and the Dealers for certain of their activities in connection with the
Programme. The commissions in respect of an issue of Notes on a syndicated basis may be stated in the relevant
Pricing Supplement.

The Issuer has agreed to indemnify the Dealers against certain liabilities in connection with the offer and
sale of the Notes. The Dealer Agreement entitles the Dealers to terminate any agreement that they make to
subscribe Notes in certain circumstances prior to payment for such Notes being made to the Issuer.

In order to facilitate the offering of any Tranche of the Notes, certain persons participating in the offering
of the Tranche may engage in transactions that stabilise, maintain or otherwise affect the market price of the
relevant Notes during and after the offering of the Tranche. Specifically such persons may over allot or create
a short position in the Notes for their own account by selling more Notes than have been sold to them by the
Issuer. Such persons may also elect to cover any such short position by purchasing Notes in the open market.
In addition, such persons may stabilise or maintain the price of the Notes by bidding for or purchasing Notes in
the open market and may impose penalty bids, under which selling concessions allowed to syndicate members
or other broker dealers participating in the offering of the Notes are reclaimed if Notes previously distributed
in the offering are repurchased in connection with stabilisation transactions or otherwise. The effect of these
transactions may be to stabilise or maintain the market price of the Notes at a level above that which might
otherwise prevail in the open market. The imposition of a penalty bid may also affect the price of the Notes to
the extent that it discourages resales thereof. No representation is made as to the magnitude or effect of any
such stabilising or other transactions. Such transactions, if commenced, may be discontinued at any time.

In connection with each Tranche of Notes issued under the Programme, the Dealers or certain of their
affiliates may purchase Notes and be allocated Notes for asset management and/or proprietary purposes but not
with a view to distribution. Further, the Dealers or their respective affiliates may purchase Notes for its or their
own account and enter into transactions, including credit derivatives, such as asset swaps, repackaging and
credit default swaps relating to such Notes and/or other securities of the Issuer, the Bank or its subsidiaries or
affiliates at the same time as the offer and sale of each Tranche of Notes or in secondary market transactions.
Such transactions would be carried out as bilateral trades with selected counterparties and separately from any
existing sale or resale of the Tranche of Notes to which a particular Pricing Supplement relates (notwithstanding
that such selected counterparties may also be purchasers of such Tranche of Notes).

In addition, the Dealers and certain of their subsidiaries or affiliates may have performed certain
investment banking and advisory services for, and entered into certain commercial banking transactions with
the Issuer, the Bank and/or its subsidiaries or affiliates, from time to time, for which they have received
customary fees and expenses. The Dealers and their subsidiaries or affiliates may, from time to time, engage in
transactions and perform services for the Issuer, the Bank and/or its subsidiaries and affiliates in the ordinary
course of their business.
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If a jurisdiction requires that the offering is made by a licensed broker or dealer and a relevant dealer or
any affiliate of the relevant dealer is a licensed broker or dealer in that jurisdiction, the offering shall be deemed
to be made by the relevant dealer or such affiliate on behalf of the Issuer (as defined below) in such jurisdiction.

SELLING RESTRICTIONS

United States of America

The Notes have not been and will not be registered under the Securities Act and may not be offered or
sold within the United States or if Category 2 is specified in the Pricing Supplement to, or for the account or
benefit of, U.S. persons, except in certain transactions exempt from the registration requirements of the
Securities Act. Terms used in this paragraph have the meanings given to them by Regulation S under the
Securities Act.

Bearer Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered within
the United States or its possessions or to a United States person, except in certain transactions permitted by U.S.
tax regulations. Terms used in this paragraph have the meanings given to them by the U.S. Internal Revenue
Code of 1986 (the “Code”) and regulations promulgated thereunder. The applicable Pricing Supplement will
identify whether the TEFRA C Rules or TEFRA D Rules apply or whether TEFRA is not applicable.

If Category 2 is specified in the Pricing Supplement each Dealer has agreed and each further Dealer
appointed under the Programme will be required to agree that, except as permitted by the Dealer Agreement, it
will not offer, sell or deliver Notes (i) as part of their distribution at any time or (ii) otherwise until 40 days after
the commencement of the offering or closing date of an identifiable tranche of which such Notes are a part
within the United States or to, or for the account or benefit of, U.S. persons except in accordance with
Regulation S of the Securities Act, and it will have sent to each Dealer to which it sells Notes during the
distribution compliance period a confirmation or other notice setting out the restrictions on offers and sales of
the Notes within the United States or to, or for the account or benefit of, U.S. persons. Terms used in the
preceding sentence have the meanings given to them by Regulation S under the Securities Act.

Accordingly, if Category 1 is specified in the Pricing Supplement, the Notes are being offered and sold
only outside the United States in offshore transactions in reliance on, and in compliance with, Regulation S
under the Securities Act.

In addition, until 40 days after the commencement of the offering of any identifiable tranche of Notes,
an offer or sale of Notes within the United States by any dealer (whether or not participating in the offering of
such tranche of Notes) may violate the registration requirements of the Securities Act.

This Offering Circular has been prepared by the Issuer for use in connection with the offer and sale of
the Notes outside the United States. The Issuer and the Dealers reserve the right to reject any offer to purchase
the Notes, in whole or in part, for any reason. This Offering Circular does not constitute an offer to any person
in the United States. Distribution of this Offering Circular by any non-U.S. person outside the United States to
any U.S. person or to any other person within the United States, is unauthorised and any disclosure without the
prior written consent of the Issuer of any of its contents to any such U.S. person or other person within the
United States, is prohibited.

Where the relevant Pricing Supplement for Bearer Notes specifies that the TEFRA D Rules are
applicable, the Bearer Notes will be issued in accordance with the provisions of the TEFRA D Rules. Where the
relevant Pricing Supplement for Bearer Notes specifies that the TEFRA C Rules are applicable, the Bearer
Notes will be issued in accordance with the provisions of TEFRA C Rules. Where the relevant Pricing
Supplement specifies that TEFRA is not applicable, the Notes will not be issued in accordance with the
provisions of either the TEFRA D Rules or the TEFRA C Rules.
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The TEFRA D Rules
Where the TEFRA D Rules are specified in the relevant Pricing Supplement as being applicable in

relation to any Tranche of Notes, each Dealer has represented, warranted and undertaken, and each further

Dealer appointed under the Programme will be required to represent, warrant and undertake, to the Issuer that:

(a)

(b)

(©)

(d)

(e)

Restrictions on offers etc.: except to the extent permitted under the TEFRA D Rules:

(1) No offers etc. to United States or United States persons: it has not offered or sold, and
during the restricted period will not offer or sell, any Notes to a person who is within the
United States or its possessions or to a United States person; and

(i)  No delivery of definitive Notes in the United States: it has not delivered and will not deliver
in definitive form within the United States or its possessions any Notes sold during the
restricted period,

Internal procedures: it has, and throughout the restricted period will have, in effect procedures
reasonably designed to ensure that its employees or agents who are directly engaged in selling
Notes are aware that the Notes may not be offered or sold during the restricted period to a person
who is within the United States or its possessions or to a United States person, except as permitted
by the TEFRA D Rules;

Additional provision if United States person: if it is a United States person, it is acquiring the
Notes for the purposes of resale in connection with their original issuance and, if it retains Notes
for its own account, it will only do so in accordance with the requirements of United States
Treasury Regulation §1.163-5(c)(2)(1)(D)(6) (or any successor U.S. Treasury regulation section
including, without limitation, regulations issued in accordance with U.S. Internal Revenue
Service Notice 2012-20 or otherwise in connection with the U.S. Hiring Incentives to Restore
Employment Act of 2010);

with respect to each affiliate of such Dealer that acquires Notes from such Dealer for the purpose
of offering or selling such Notes during the restricted period, such Dealer has undertaken, and
each further Dealer appointed under the Programme will be required to undertake, to the Issuer
that it will obtain from such affiliate for the benefit of the Issuer the representations, warranties
and undertakings contained in paragraph (a) (Restrictions on offers etc.), paragraph (b) (Internal
procedures) and paragraph (c) (Additional provision of United States person) above; and

each Dealer represents that it has not and agrees that it will not enter into any written contract
(other than a confirmation or other notice of the transaction) pursuant to which any other party to
the contract (other than one of its affiliates or another Dealer) has offered or sold, or during the
restricted period will offer or sell, any Notes, except where pursuant to the contract the Dealer
has obtained or will obtain from that party, for the benefit of the Issuer and the several Dealers,
the representations contained in, and that party’s agreement to comply with, the provisions of
paragraph (a) (Restrictions on offers etc.), paragraph (b) (Internal procedures), paragraph (c)
(Additional provision of United States person), and paragraph (d) above.

The TEFRA C Rules
Where the TEFRA C Rules are specified in the relevant Pricing Supplement as being applicable in

relation to any Tranche of Notes, the Notes must, in accordance with their original issuance, be issued and

delivered outside the United States and its possessions and, accordingly, each Dealer has represented, warranted

and undertaken, and each further Dealer appointed under the Programme will be required to represent, warrant

and undertake, to Issuer that, in connection with the original issuance of the Notes:
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(@)  No offers etc. in United States: it has not offered, sold or delivered, and will not offer, sell or
deliver, directly or indirectly, any Notes within the United States or its possessions; and

(b)  No communications with United States: it has not communicated, and will not communicate,
directly or indirectly, with a prospective purchaser if such Dealer or such prospective purchaser
is within the United States or its possessions and will not otherwise involve the United States
office of such Dealer in the offer and sale of Notes.

Interpretation

Terms used in the paragraphs “The TEFRA D Rules” and “The TEFRA C Rules” have the meanings given
to them by the United States Internal Revenue Code of 1986 and regulations promulgated thereunder, including
the TEFRA C Rules and the TEFRA D Rules.

Index-, commodity- or currency-linked Notes

Each issuance of index-, commodity- or currency-linked Notes shall be subject to additional U.S. selling
restrictions as the relevant Dealer(s) shall agree as a term of the issuance and purchase of such Notes. Each
Dealer has agreed, and each further Dealer appointed under the Programme will be required to agree, that it
shall offer, sell and deliver such Notes only in compliance with such additional U.S. selling restrictions.

European Economic Area (EEA)

Prohibition of sales to EEA Retail Investors

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will
be required to represent and agree, that it has not offered, sold or otherwise made available and will not offer,
sell or otherwise make available any Notes which are the subject of the offering contemplated by this Offering
Circular as completed by the Pricing Supplement in relation thereto to any retail investor in the EEA. For the
purposes of this provision:

(a) the expression “retail investor” means a person who is one (or more) of the following:

(i) aretail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
“MIFID II”); or

(il)  a customer within the meaning of Directive 2002/92/EC (as amended or superseded, the
“Insurance Mediation Directive”), where that customer would not qualify as a
professional client as defined in point (10) of Article 4(1) of MiFID II; or

(iii)  not a qualified investor as defined in Directive 2003/71/EC (as amended or superseded,
the “Prospectus Directive”); and

(b)  the expression an “offer” includes the communication in any form and by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to
decide to purchase or subscribe the Notes.

United Kingdom

Each Dealer has represented, warranted and agreed, and each further Dealer appointed under the
Programme will be required to represent, warrant and agree, that:

(a)  Financial promotion: it has only communicated or caused to be communicated and will only
communicate or cause to be communicated any invitation or inducement to engage in investment
activity (within the meaning of section 21 of the Financial Services and Markets Act 2000
(“FSMA”)) received by it in connection with the issue or sale of any Notes in circumstances in
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which section 21(1) of the FSMA would not, if the Issuer was not an authorised person, apply to
the Issuer.

(b)  General compliance: it has complied and will comply with all applicable provisions of the FSMA
with respect to anything done by it in relation to any Notes in, from or otherwise involving the
United Kingdom.

Republic of Italy

Unless it is specified within the relevant Pricing Supplement that a non-exempt offer may be made in
Italy, the offering of the Notes has not been registered pursuant to Italian securities legislation and, accordingly,
no Notes may be offered, sold or delivered, nor may copies of this Offering Circular or of any other document
relating to the Notes be distributed in the Republic of Italy, except:

(1) to qualified investors (investitori qualificati), as defined pursuant to Article 100 of Legislative
Decree No. 58 of 24 February 1998, as amended (the “Financial Services Act”) and Article
34-ter, first paragraph, letter (b) of CONSOB Regulation No. 11971 of 14 May 1999, as
amended from time to time (“Regulation No. 11971”); or

(i1) in other circumstances which are exempted from the rules on public offerings pursuant to
Article 100 of the Financial Services Act and Article 34-ter of Regulation No. 11971.

Any offer, sale or delivery of the Notes or distribution of copies of this Offering Circular or any other
document relating to the Notes in the Republic of Italy under (i) or (ii) above must be:

(a) made by an investment firm, bank or financial intermediary permitted to conduct such activities
in the Republic of Italy in accordance with the Financial Services Act, CONSOB Regulation No.
20307 of 15 February 2018 (as amended from time to time) and Legislative Decree No. 385 of 1
September 1993, as amended (the “Banking Act”); and

(b)  in compliance with Article 129 of the Banking Act, as amended, and the implementing guidelines
of the Bank of Italy, as amended from time to time, pursuant to which the Bank of Italy may
request information on the issue or the offer of securities in the Republic of Italy; and

(¢)  in compliance with any other applicable laws and regulations or requirement imposed by
CONSOB or any other Italian authority.

Please note that in accordance with Article 100-bis of the Financial Services Act, where no exemption
from the rules on public offerings applies under (i) and (ii) above, the subsequent distribution of the Notes on
the secondary market in Italy must be made in compliance with the public offer and the prospectus requirement
rules provided under the Financial Services Act and Regulation No. 11971. Failure to comply with such rules
may result in the sale of such Notes being declared null and void and in the liability of the intermediary
transferring the financial instruments for any damages suffered by the investors.

The Netherlands

Each Dealer has represented and agreed and each further Dealer appointed under the Programme will be
required to represent and agree, that any Notes will only be offered in The Netherlands to Qualified Investors
(as defined in the EU Prospectus Directive), unless such offer is made in accordance with the Dutch Financial
Supervision Act (Wet op het financieel toezicht).

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act
of Japan (Act No. 25 of 1948, as amended, the “Financial Instruments and Exchange Act”). Accordingly,
each Dealer has represented and agreed and each further Dealer appointed under the Programme will be required
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to represent and agree that it has not, directly or indirectly, offered or sold and will not, directly or indirectly,
offer or sell any Notes in Japan or to, or for the benefit of, any resident of Japan (as defined under Item 5,
Paragraph 1, Article 6 of the Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949, as amended)), or
to others for re-offering or re-sale, directly or indirectly, in Japan or to, or for the benefit of, any resident of
Japan except pursuant to an exemption from the registration requirements of, and otherwise in compliance with,
the Financial Instruments and Exchange Act and other applicable laws, regulations and ministerial guidelines
of Japan.

Hong Kong

In relation to each Tranche of Notes to be issued by the Issuer under the Programme, each Dealer has
represented and agreed, and each further Dealer appointed under the Programme will be required to represent
and agree, that:

(a)  ithasnot offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Notes (except for Notes which are a “structured product” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong) (the “SFO”) other than (i) to “professional investors” as
defined in the SFO and any rules made under the SFO; or (ii) in other circumstances which do
not result in the document being a “prospectus” as defined in the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong (the “C(WUMP)O”) or which do
not constitute an offer to the public within the meaning of the C(WUMP)O; and

(b) it has not issued or had in its possession for the purposes of issue, and will not issue or have in
its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Notes, which is directed at, or the contents of which are
likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the
securities laws of Hong Kong) other than with respect to Notes which are or are intended to be
disposed of only to persons outside Hong Kong or only to “professional investors” as defined in
the SFO and any rules made under the SFO.

PRC

Each Dealer has represented and agreed and each further Dealer appointed under the Programme will be
required to represent and agree, that neither it nor any of its affiliates has offered or sold or will offer or sell any
of the Notes in the PRC (excluding Hong Kong, Macau and Taiwan) as part of the initial distribution of the
Notes.

Singapore

Each Dealer has acknowledged, and each further Dealer appointed under the Programme will be required
to acknowledge, that this Offering Circular has not been registered as a prospectus with the Monetary Authority
of Singapore. Accordingly, each Dealer has represented, warranted and agreed, and each further Dealer
appointed under the Programme will be required to represent, warrant and agree, that it has not offered or sold
any Notes or caused the Notes to be made the subject of an invitation for subscription or purchase and will not
offer or sell any Notes or cause the Notes to be made the subject of an invitation for subscription or purchase,
and has not circulated or distributed, nor will it circulate or distribute, this Offering Circular or any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of the
Notes, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor (as defined
in Section 4A of the SFA) pursuant to Section 274 of the SFA, (ii) to a relevant person (as defined in Section
275(2) of the SFA) pursuant to Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the
SFA, and in accordance with the conditions specified in Section 275 of the SFA, or (iii) otherwise pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA.

Where Notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is:
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(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or

(b)  atrust (where the trustee is not an accredited investor) whose sole purpose is to hold investments
and each beneficiary of the trust is an individual who is an accredited investor,

securities or securities—based derivatives contracts (each as defined in Section 2(1) of the SFA) of that
corporation or the beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferred
within six months after that corporation or that trust has acquired the Notes pursuant to an offer made under
Section 275 of the SFA except:

i) to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any
person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(i1))  where no consideration is or will be given for the transfer;
(iii)  where the transfer is by operation of law; or
(iv)  as specified in Section 276(7) of the SFA.

Any reference to the SFA is a reference to the Securities and Futures Act, Chapter 289 of Singapore and
areference to any term as defined in the SFA or any provision in the SFA is a reference to that term as modified
or amended from time to time including by such of its subsidiary legislation as may be applicable at the relevant
time.

In connection with Section 309B of the SFA and the CMP Regulations 2018, the Issuer has, unless
otherwise specified before an offer of Notes, determined the classification of the Notes to be issued under the
Programme as prescribed capital markets products (as defined in the CMP Regulations 2018) and Excluded
Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and
MAS Notice FAA-N16: Notice on Recommendation on Investment Products).

Thailand

This Offering Circular has not been approved by or filed with the Securities and Exchange Commission
or any other regulatory authority of the Kingdom of Thailand. Accordingly, the Notes may not be offered or
sold, and this Offering Circular may not be distributed, directly or indirectly, to any person in Thailand, and
advertisement, invitation or documents relating to the Notes may not be made in Thailand, except under
circumstances which will result in compliance with all applicable laws, regulations and guidelines promulgated
by the Thai government and regulatory authorities in effect at the relevant time.

Macau

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will
be required to represent and agree, that the Notes have not been and will not be promoted, distributed, sold or
delivered in Macau, or any document relating to the Notes be distributed or circulated in Macau, except under
the terms of and in compliance with the Macau Financial System Act and any other laws in Macau that may
apply to the offer and sale of the Notes in Macau. The Notes have not been and will not be registered or
otherwise authorised for public offer under the Financial System Act of Macau, thus the Notes have not been
and will not be offered or sold in Macau, unless such offer is made by Macau licensed entities according to the
Macau Financial System Act and upon their communication to the Macau Monetary Authority, in observation
of the guidelines and recommendations issued by the Macau local regulatory authority from time to time.
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United Arab Emirates (other than the Dubai International Financial Centre)

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will
be required to represent and agree, that the Notes to be issued under the Programme have not been and will not
be offered, sold or publicly promoted or advertised by it in the United Arab Emirates other than in compliance
with any laws applicable in the United Arab Emirates governing the issue, offering and sale of securities.

Dubai International Financial Centre

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will
be required to represent and agree, that it has not offered and will not offer the Notes to be issued under the
Programme to any person in the Dubai International Financial Centre unless such offer is:

(a) an “Exempt Offer” in accordance with the Markets Rules (MKT) Module of the Dubai Financial
Services Authority (the “DFSA rulebook”); and

(b)  made only to persons who meet the Professional Client criteria set out in Rule 2.3.3 of the
Conduct of Business Module of the DFSA rulebook.

Qatar

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will
be required to represent and agree, that it has not and will not offer, sell or deliver, directly or indirectly, any
Notes in Qatar (including the Qatar Financial Centre), except:

(a)  in compliance with all applicable laws and regulations of Qatar; and

(b)  through persons or corporate entities authorised and licensed to provide investment advice and/or
engage in brokerage activity and/or trade in respect of foreign securities in Qatar. This Offering
Circular has not been reviewed or approved by the Qatar Central Bank or the Qatar Financial
Markets Authority and is only intended for specific recipients, in compliance with the foregoing.

General

No action has been or will be taken in any jurisdiction that would permit a public offering of any of the
Notes, or possession or distribution of this Offering Circular or any other offering material, in any country or
jurisdiction where action for that purpose is required.

These selling restrictions may be modified by the agreement of each of the Issuer and the Dealers
following a change in a relevant law, regulation or directive. Any such modification will be set out in the relevant
Pricing Supplement issued in respect of the issue of Notes to which it relates or in a supplement to this Offering
Circular.
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GENERAL INFORMATION

1. Admission to trading

Application has been made to the London Stock Exchange for Notes issued under the Programme during
the period of 12 months from the date of this Offering Circular to be admitted to trading on the ISM. Notes so
admitted to trading on the ISM are not admitted to the Official List of the UK Listing Authority. The London
Stock Exchange has not approved or verified the contents of this Offering Circular.

Notes may also be issued on the basis that they will not be admitted to listing, trading and/or quotation
by any competent authority, stock exchange and/or quotation system or that they will be admitted to listing,
trading and/or quotation by such other or further competent authorities, stock exchanges and/or quotation
systems as may be agreed with the Issuer.

2. Authorisation

The establishment of the Programme and the issue of the Notes thereunder were authorised by
Authorisation (2015) No.164 of Industrial and Commercial Bank of China Limited passed on 15 February and
26 October 2015. The Issuer has obtained, or will obtain from time to time, all necessary consents, approvals
and authorisations in connection with the issue of the Notes and the performance of its obligations under the
Notes.

3. Legal and Arbitration Proceedings

There are no, and have not been any, governmental, legal or arbitration proceedings, (including any such
proceedings which are pending or threatened, of which the Issuer is aware), which may have, or have had during
the 12 months prior to the date of this Offering Circular, a significant effect on the financial or trading position
or profitability of the Group.

4. Significant/Material Change

Since 31 December 2017, there has been no material adverse change in the financial position or prospects
of the Group. Since 30 June 2018, there has been no significant change in the financial or trading position or
prospects of the Group.

5. Material Contracts

The Bank and its subsidiaries are party to various contracts in the ordinary course of business.

6. Auditor

The Group’s audited consolidated financial statements as at and for the years ended 31 December 2016
and 2017 which are incorporated by reference in this Offering Circular, have been audited by KPMG, as stated
in its reports appearing therein.

7. Documents on Display

Copies of the following documents may be inspected during usual business hours on any weekday
(Saturdays and public holidays excepted) at the office of the Issuer at 81 King William Street, London EC4N
7BG, United Kingdom and the specified office of the Fiscal Agent at 60, avenue J.F. Kennedy, L-1855
Luxembourg, Grand Duchy of Luxembourg for so long as the Notes are capable of being issued under the
Programme:

6] the memorandum and articles of association of the Bank;

(ii))  the unaudited but reviewed interim condensed financial statements of the Group as at and for the
six months ended 30 June 2018;
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(iii)  the audited consolidated financial statements of the Group as at and for the financial years ended
31 December 2016 and 31 December 2017, respectively;

(iv)  copies of the latest annual report and audited annual consolidated financial statements, and any
consolidated interim financial statements (whether audited or unaudited) published subsequently
to such audited annual financial statements, of the Group;

(v)  each Pricing Supplement (save that such Pricing Supplements will only be available for
inspection by a holder of the relevant Note and such holder must produce evidence satisfactory
to the Issuer and the Fiscal Agent as to its holding of Notes and identity);

(vi)  acopy of this Offering Circular together with any supplement to this Offering Circular;

(vii) the Deed of Covenant; and

(viii) the Agency Agreement (which contains the forms of the Notes in global and definitive form).
8. Clearing of the Notes

The Notes may be accepted for clearance through Euroclear, Clearstream, Luxembourg and CMU Service.
The appropriate CMU instrument number, common code and the International Securities Identification Number
in relation to the Notes of each Tranche will be specified in the relevant Pricing Supplement. The relevant
Pricing Supplement shall specify any other clearing system as shall have accepted the relevant Notes for
clearance together with any further appropriate information.

9. National Development and Reform Commission filings

On 14 September 2015, the National Development and Reform Commission (the “NDRC”’) promulgated
the Notice on Promoting the Reform of the Filing and Registration System for Issuance of Foreign Debt by
Corporates (Fa Gai Wai Zi [2015] No 2044) (the “NDRC Notice”) ([E 5 & Jie it 25 K& Tk il R AT 4
it 2% 2 %5 10 i) & B 05 (19 38 A1), which came into effect on the same day. According to the current
interpretation of the NDRC Notice, if a PRC enterprise or an offshore enterprise or branch controlled by a PRC
enterprise wishes to issue bonds outside of the PRC with a maturity of more than one year, such enterprise must,
in advance of issuing such bonds, file certain prescribed documents with the NDRC and procure a registration
certificate from the NDRC in respect of such issuance (the “Pre-Issuance Registration Certificate”). In
addition, the enterprise must also report certain details of the bonds to the NDRC within 10 working days of
the completion of the bond issue (the “Post-Issuance Filing”). The Post-Issuance Filing is a procedural matter
which involves the reporting of certain post-issuance information by the enterprise to the NDRC rather than a
substantive approval process, and failure to complete the Post-Issuance Filing will not adversely affect the
validity of the relevant bonds or any other bonds issued by the enterprise from time to time. Furthermore, a
decision by the NDRC not to grant the Pre-Issuance Registration Certificate in respect of any issue of bonds or
notes will not adversely affect the validity of any previous issuance of bonds or notes by the relevant enterprise.
However, given the fact that neither the NDRC Notice, nor PRC law generally, addresses such matters, it is not
possible to predict with certainty how the NDRC or PRC law may treat such matters in the future.

The NDRC issued the Official Reply of the National Development and Reform Commission on the
Administration of Enterprises Foreign Debt Scale of 2018 Foreign Debt Scale ( {[E 52 & & M Z KT 2018
AR FE MR B B A AR U HE R ) ) (K i4hE[2018] 307 5) on 9 February 2018 (the “NDRC
Reply”), according to which the NDRC granted an annual foreign debt quota to certain enterprises (which
includes the Bank) and pursuant to which each such pilot enterprise may issue foreign debt up to the annual
foreign debt quota granted to it by the NDRC. Based on the NDRC Reply, each such enterprise is not required
to obtain a Pre-Issuance Registration Certificate under the NDRC Notice in respect of issues of foreign debt
falling within the applicable annual foreign debt quota, although it is still required to make the Post-Issuance
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Filing with the NDRC within 10 business days after the issuance of the relevant foreign debt. The Issuer
undertakes to file or procure the Bank to file the required information relating to the issue of any Notes within
the required period in accordance with the NDRC Notice.

On 12 January 2017, the PBOC promulgated the PBOC Notice on Relevant Matters about Macro-
Prudential Management of Cross-Border Financing in Full Aperture ( {7 [E A R&RIT =T 4 DR E S %
ZENL T TEAE B R FH H AJIE A1) ), which came into effect on the same date (the “PBOC Notice”), and which
imposes certain filing, reporting and other requirements on PRC companies and financial institutions that
engage in cross-border financing activities. After consultation with the PBOC regarding the relevant filing and
reporting requirements under the PBOC Notice, the Bank has confirmed to the Issuer that its offshore branches
should not be considered to be PRC residents and, therefore, the relevant filing and reporting requirements
under the PBOC Notice should not be applicable to issues of Notes by the Issuer under the Programme so long
as the proceeds from the issuance of the Notes will not be applied within the PRC. However, the PBOC Notice
remains relatively new and the implementation rules have not yet been published. Therefore, following the date
of this Offering Circular, the Issuer and/or the Bank may be required to make reporting or take other steps to
comply with the PBOC Notice, the nature and extent of which are not currently foreseeable by the Issuer or the
Bank.
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