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Entering the new era, we will uphold fundamental principles and break new ground, and endeavor to
develop five differentiated growth poles, namely, rural revitalization, micro, small and medium-sized
enterprises, proactive credit extension, wealth management and financial market business:

——Devoting ourselves to building up China’s
strength in agriculture, we are determined
to serve as the main force of Sannong
finance and fulfil our dreams through
hard work.

We will give full play to our advantage of the most
extensive network covering every corner of the country,
rely on a complete product mix, professional team, rich
experience and good brand reputation, focus on the
construction of the rural credit system, and coordinate
with postal service, e-commerce, and logistics, to
provide unique comprehensive services for agriculture,
rural development and farmers, build greater
differentiation  advantages, and realize  the
enhancement of social value and our own value.

— We stay committed to providing support
to micro, small and medium-sized enterprises,
and channel financial resources into tens of
thousands of households and enterprises in the
real economy.

We will keep extending our reach to micro , small and
medium-sized enterprises through our business
ecosystem, industry chains and collaboration with
China Post Group. FinTech and big data are employed
to ensure truthfulness, accuracy and integrity of
information in financing of micro and small enterprises.
With an ongoing effort to build the capacity of
comprehensive financial services encompassing all
products, processes and life stages, we will provide
differentiated financial services for micro and small
enterprises through their lifecycle, from startup to
growth and to maturity. We will blaze a distinctive path
to microfinance with integrated commercial and
investment banking, with a focus on creating a
professional service system for specialized and
sophisticated enterprises that produce new and
unique products and technological innovation
enterprises.

— We turn proactive credit extension into a
“golden touch” for customer outreach, and give
financial services the wings of “big data” and
deliver them to places where they are most
needed.

Taking proactive credit extension as an important
driver for developing differentiated competitive
advantage, and relying on smart risk control
technology, we pick customers with adequate data
and controllable risks from fields such as Sannong
finance, consumer credit, credit cards, corporate
banking, etc. With such a precise and low-cost
approach to reach customers, we provide customers
with online credit services through an instant approval
process, striking a balance among risk control,
business development and customer experience.

o,

—— Chasing the vision of the era to realize

common prosperity, we work to expand the
coverage of wealth management services, so that
more urban and rural residents can share the
dividends of China’s economic development.

We adhere to the concept of customer centricity and
value creation for customers. With a huge customer
base of more than 650 million people, we have
established a chain-like service system for customers
from long-tail customers to private banking customers.
We provide them with high-quality multi-product
portfolios as well as intensive services, dedicated
services and diversified services, so as to stay closer to
customers, continually meet their needs, and help
urban and rural residents grow their wealth steadily
along with China’s economic development.

N

—— As a main player in the financial marke

t,
we energetically facilitate more smooth and
efficient financing, and promote the steady and
healthy development of the financial system.

We will tap deep into the inter-financial institution
ecosphere to help stabilize the financial market. We
will step up the bond business development to help
increase the proportion of direct financing and reduce
the financing cost of enterprises. The transactional
business scale will be expanded to improve the
efficiency of fund flows. We will create four
ecosystem-based  scenarios, namely, financial
supermarket, bill market, investment business and
investment banking as well as specialized and
sophisticated enterprises that produce new and
unique products to develop a sharp edge in the
inter-financial institution market.

Endeavoring to develop

five differentiated growth poles

Rural Revitalization

Micro, Small and
Medium-sized Enterprises

Proactive Credit Extension

Wealth Management

Financial Market Business



Important Notice

The Board of Directors, the Board of Supervisors, Directors, Supervisors and the senior management of the Bank undertake that
the information in this report is true, accurate and complete and contains no false records, misleading statements or material
omissions, and they assume individual and joint legal liabilities for such information.

The 2022 annual report, highlights and results announcement were reviewed and approved at the meeting of the Board of
Directors of the Bank held on March 30, 2023. The number of Directors who should attend the meeting is 13, among which 13
Directors attended the meeting in person. The attendance was in compliance with the requirements of the Company Law of the
People’s Republic of China and the Articles of Association.

In accordance with the Company Law of the People’s Republic of China, the Administrative Measures for Provisioning of Financial
Enterprises, the Articles of Association and relevant requirements, totaling approximately RMB25,574 million (before tax) of cash
dividends will be distributed to all ordinary shareholders whose names appeared on the share register on the record date at
RMB2.579 (before tax) per ten ordinary shares. The Bank did not convert its capital reserve to share capital in 2022. The aforesaid
profit distribution scheme is subject to review and approval at the 2022 Annual General Meeting. For details of the Bank's profit
during the reporting period, please refer to “Discussion and Analysis — Analysis of Financial Statements”.

During the reporting period, there was no misappropriation of the Bank'’s funds by its controlling shareholder or other related
parties for non-operating purposes and no material guarantee business that violated the applicable regulations and procedures.

The financial report of the Bank for the year 2022, prepared in accordance with PRC GAAP and IFRSs, has been audited by
Deloitte Touche Tohmatsu Certified Public Accountants LLP and Deloitte Touche Tohmatsu in accordance with domestic and
international auditing standards respectively with unqualified auditor’s reports issued.

The Board of Directors of Postal Savings Bank of China Co., Ltd.
March 30, 2023

Mr. Liu Jianjun', Legal Representative of the Bank, Mr. Zhang Xuewen, Vice President in charge of finance of the Bank, and Ms.
Deng Ping, General Manager of Finance and Accounting Department of the Bank, hereby declare and warrant the truthfulness,
accuracy and completeness of the financial statements contained in this report.

This report contains forward-looking statements on the Bank’s financial position, business performance and development.
These statements are based on existing plans, estimates and forecasts and may involve future plans which do not constitute
any substantive commitments to investors by the Bank. Hence, investors and persons concerned shall be fully aware of the
risks and understand the difference between plans, estimates and commitments.

During the reporting period, the Bank was not aware of any material risk that would adversely affect its future development
strategies and business targets. The Bank proactively took measures to effectively manage all kinds of risks. Please refer to
“Discussion and Analysis — Risk Management” for more details.

This report is prepared in both Chinese and English. In case of discrepancy between the two versions, the Chinese version shall
prevail.

1 Mr. Zhang Jinliang ceased to be Chairman and Legal Representative of the Bank due to the change of job. Upon approval by the Board of

Directors, Mr. Liu Jianjun, Executive Director and President of the Bank, has been performing the duties on behalf of Chairman and Legal
Representative of the Bank since April 25, 2022.
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Definitions

“Articles of Association”

“Bank/PSBC/Postal Savings
Bank of China”

“CBIRC/CBRC”

“central bank/PBOC”

“China Post Group”

“CSRC”
“direct bank/YOU* BANK”
llGr0upll

“Hong Kong Listing Rules”

“Hong Kong Stock Exchange”

“IFRSs”
“Latest Practicable Date”

IIMOFII

“new rules on asset
management”

“PRC GAAP”

“PSBC Consumer Finance”
“PSBC Wealth Management”
“Sannong”

IISFOII
“SMEs”

”SSE"

The Articles of Association of Postal Savings Bank of China Co., Ltd., as amended,
supplemented or otherwise modified from time to time

Postal Savings Bank of China Co., Ltd., a joint stock limited liability company established in
the PRC in accordance with PRC laws, including its predecessors, branches and sub-branches,
directly-operated outlets and agency outlets (to the extent of agency outlets’ operations,
risk management and licenses in relation to agency banking businesses they conduct) and
subsidiaries (where the context so requires)

China Banking and Insurance Regulatory Commission, or its predecessor, the former China
Banking Regulatory Commission (where the context so requires)

The People’s Bank of China

China Post Group Corporation Limited, a wholly state-owned company restructured from the
former China Post Group Corporation in accordance with the Company Law of the People’s
Republic of China, is the controlling shareholder of the Bank

China Securities Regulatory Commission

YOU* BANK, a direct bank subsidiary set up by the Bank

The Bank and its subsidiaries

The Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited,
as amended, supplemented or otherwise modified from time to time

The Stock Exchange of Hong Kong Limited

International Financial Reporting Standards and the related amendments and interpretations
issued by the International Accounting Standards Board

April 18, 2023, being the latest practicable date prior to the printing of this report for
ascertaining certain information contained herein

Ministry of Finance of the PRC

Guiding Opinions on Regulating Asset Management Business of Financial Institutions and
other related regulations

The Accounting Standards for Business Enterprises issued by the MOF on February 15, 2006,
and other related regulations issued thereafter

PSBC Consumer Finance Co., Ltd.
PSBC Wealth Management Co., Ltd.
Agriculture, rural areas and farmers

The Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong, as amended,
supplemented or otherwise modified from time to time

The enterprises classified as micro, small, and medium-sized enterprises under the
Classification Standards of Small and Medium Enterprises

Shanghai Stock Exchange

The currency for the amounts included in this report, unless otherwise stated, is Renminbi (“RMB”).

Certain amounts and percentage figures included in this report have been subject to rounding adjustments. Accordingly, figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures preceding them.
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@ @ Discussion and Analysis Corporate Governance Financial Statements and Others

The postal savings business in China can be traced back to
its start in 1919 with a history of over one hundred years.
In March 2007, based on the reform of the previous postal
savings management system, Postal Savings Bank of China
Limited was officially established. The Bank was transformed
into a joint stock limited liability company in January 2012,
went public and was listed on the Hong Kong Stock Exchange
in September 2016, and was listed on the Shanghai Stock
Exchange in December 2019.

With approximately 40,000 outlets and services covering over 650 million personal customers, the Bank focuses on providing
financial services to Sannong customers, urban and rural residents and SMEs. Relying on its unique model and resource
endowment featuring directly-operated outlets and agency outlets, it is committed to meeting the financial needs of the most
promising customers during China’s economic transformation. In addition, the Bank is accelerating its transformation towards
a new retail bank featuring data-driven, channel coordination, interaction between wholesale and retail as well as efficient
operation. It has shown its superior asset quality and significant development potential, and is a leading major retail bank in
China.

The Bank is committed to serving the real economy, actively implementing national strategies, and fulfilling its social
responsibilities. It adheres to the customer-centric philosophy and has established a financial service system where online and
offline services connect with each other for joint development, providing our customers with quality, convenient and efficient
integrated financial services. It adheres to the risk-based approach as well as a prudent and sound risk appetite, enhances
its leading role of risk management on all fronts, and continuously improves the development of the comprehensive risk
management system featuring “all aspects, whole process and entire staff”. It continues to follow the operation philosophy of
“gaining a first-mover advantage with market insights’, takes bold acts in innovation and reform, deepens capacity building, and
strives for high-quality development.

Since its establishment 16 years ago, the Bank has been playing an increasingly important role in the market with marked
influence. It has been rated A+ and A1 this year by Fitch Ratings and Moody’s Investors Service, respectively, which are the same
as China’s sovereignty credit ratings. It has been rated A, AAAspc and AAA with a stable outlook by S&P Global Ratings, S&P
Global (China) Ratings and CCXIl, respectively. In 2022, it ranked 13th in The Banker’s list of “Top 1000 World Banks” in terms of
tier 1 capital.

Faced with new strategic opportunities for China’s development, the Bank will thoroughly implement the new development
philosophy, focus on high-quality development, stay committed to the general principle of pursuing progress while ensuring
stability, comprehensively deepen reform and innovation, and accelerate the transformation and development towards
“uniqueness, comprehensiveness, lightness, digitalization and intensiveness”. Committed to fulfilling its economic, political and
social responsibilities as a major state-owned bank, the Bank will continue to improve the quality and efficiency of serving the
real economy and the ability of serving customers, and make every effort to be a first-tier large retail bank which is trustworthy,
distinctive, prudent, safe, innovative, and with remarkable value.

—
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Strategic Positioning and Corporate Culture

Strategic Vision

Build a first-tier large retail bank which
is trustworthy, distinctive, prudent, safe,

St rateg iC innovative, and with remarkable value
Objectives

Empower high-quality development

with financial technology, CO m pa ny

accelerate transformation of business models,

build a smart risk control system and S pi rit

enhance value creation to be ) - )
Be responsible, resilient and caring

a leading digital ecology bank serving
the rural revitalization and new urbanization

V.

Mission 4
Deliver accessible financial services
in both urban and rural areas

Company
Philosophies

Brand
Premise

Together we make it better

Management philosophy: Keep it simple and reduce Va I u es
administrative burden.
Business philosophy: Gain a first-mover advantage Create value for customers.

with market insights. | ity is th £ devel
Risk philosophy: Prudence and compliance lead to ntegrity is the cornerstone of our development.
stability, and risk control is the key to Prudence leads to sustainability.
sustainable development.
Service philosophy: Pour our heart and soul for
customer satisfaction. Excellence comes through professionalism.
Talent philosophy: Respect the value of employees,
tap their potential, and bring them
closer to their dreams.
Coordination philosophy: See the bigger picture, act
with one mind, and make
progress toward a shared
future.

Employees are our greatest asset.

Embrace change and keep innovating.

T 6 Postal Savings Bank of China Co,, Ltd. | 2022 Annual Report
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In 2022, adhering to the principle of serving the real economy, focusing on the theme of high-quality development and centering
around the strategic objectives and guidelines of the 14th Five-Year Plan, the Bank pushed forward the implementation of various
key strategic measures, and made remarkable achievements in serving the real economy, advancing business transformation,
strengthening risk management, etc.

L
First, the Bank upheld the major theme of promoting high-quality development. The Bank continued to optimize business\
models, improved the risk prevention and control capacity, strengthened basic management, had the courage to break new
ground, better adapted to transformation, and more vigorously drove the high-quality development of the Bank.

Second, the Bank served rural revitalization and new urbanization, and formed a strategic pattern of “two-wheel drive”
in rural and urban areas. Focusing on general credit extension in creditworthy villages, the Bank accelerated the digital
transformation of Sannong finance, and consolidated the differentiated competitive advantages in rural markets. It sped up the
development of urban businesses, and improved the competitiveness of urban businesses with key cities as the breakthrough
point.

B
Third, the Bank adhered to the positioning of serving Sannong customers, urban and rural residents, as well as SMEs. The\
Bank earnestly served major national strategies, assumed responsibilities as a major state-owned bank, continuously strengthened
support for rural revitalization, strived to improve the services for urban and rural residents, strongly supported micro and small
enterprises and private companies, and created a unique advantage in lower-tier markets.

Fourth, the Bank focused on four fields of inclusive finance, wealth finance, industrial finance, and green finance. The Bank
gave full play to its role as an advocate and pioneer of inclusive finance, promoted the integration of online and offline services,
and iterated and upgraded the service mode. It accelerated the development of the wealth management system in line with
the trend of residents’ wealth growth and consumption upgrading. It supported the transformation and upgrading of industrial
structure with industrial finance, dug deep to reach upstream and downstream customers of the industrial chain, capital chain
and supply chain, and provided financial services covering all channels, whole processes and entire product lines. It vigorously
developed sustainable finance, green finance and climate financing, and built a first-class green, inclusive bank and climate-
friendly bank.

Fifth, the Bank pushed forward the five-pronged transformation towards uniqueness, comprehensiveness, lightness,
digitalization and intensiveness. In terms of uniqueness, the Bank comprehensively upgraded business models in terms of customers,
products, channels, technology and other aspects, expanded and strengthened featured businesses, and developed differentiated
competitive advantages. In terms of comprehensiveness, the Bank built a process-based, highly-efficient coordination system for
different businesses, business lines, departments and institutions, and enhanced its comprehensive financial service capability. In terms
of lightness, advocating a capital-light approach, the Bank adhered to intensive capital management, and continued to improve the
capital measurement, allocation, assessment and endogenous replenishment mechanism. In terms of digitalization, the Bank made
every effort to accelerate the IT development, strengthened data-driven development, improved independent R&D and realized service
transformation and upgrading. In terms of intensiveness, the Bank intensified resource coordination, business process optimization and
integration, and improved intensiveness in operation, resource allocation and internal management.

Sixth, the Bank strengthened the six strategies of technology empowerment, deepening customer relationship, boostingk
the leapfrog growth of fee and commission income, building a strong bank with talents, safeguarding the Bank through risk
management, and coordinated development. Guided by the IT Planning for the 14th Five-Year Plan, the Bank continued to push
forward the development of IT application. The new generation core system for personal banking business was put into operation
across the Bank, the proportion of independent R&D, agile R&D and independent platform applications in all applications continued
to increase, and technological innovation and data empowerment continued to show results. The Bank set up the concept of lifecycle
customer management, built a tiered customer management system, completed the three-year plan for customer journey optimization,
and strived to improve customer experience. It improved the development mode of intermediary business, continued to expand
the channels for generating income from intermediary business, optimized the allocation of resources for intermediary business and
enhanced the core competitiveness of such business. It refined human resources management, carried out term-of-office and contractual
management across the Bank, actively pressed ahead with the selection and cultivation of leading experts and the development of a
team of young managers, and continuously increased the proportion of\ 1 E /jr/egThe Bank improved its risk control capacity, built
an enterprise-level intelligent risk control platform, realized the full coverage of credit customers by the “Jinjing” (Gold Eye) credit risk
monitoring system, and continuously improved the risk management me@ E\Q}*\sﬁengthened its internal cohesion, promoted the
“ten core projects” to serve rural revitalization, improved the quality and efficiency of comprehensive financial services for administrative
villages, farmers’ cooperatives, family farms and large farming households, agricultural enterprises as well as rural supermarkets through
cooperation with China Post Group, and promoted the coordinated developmgnt across the board.
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Corporate Information

Legal name in Chinese

FEIHRHERTROBRAE ([FEBRFERT D

Legal name in English

POSTAL SAVINGS BANK OF CHINA CO., LTD. (“PSBC")

Legal representative’ Liu Jianjun
Chairman’ Liu Jianjun
President Liu Jianjun

Authorized representatives

Yao Hong, Du Chunye

Secretary to the Board
of Directors

Du Chunye

Address: No. 3 Financial Street, Xicheng District, Beijing
Telephone: 86-10-68858158

Fax: 86-10-68858165

E-mail: psbc.ir@psbcoa.com.cn

Registered address and place

of business

No. 3 Financial Street, Xicheng District, Beijing

Principal place of business
in Hong Kong

40/F, Dah Sing Financial Centre, 248 Queen’s Road East, Wan Chai, Hong Kong

Contacts for investors

Postal code: 100808

Telephone: 86-10-68858158

Fax: 86-10-68858165

E-mail: psbc.ir@psbcoa.com.cn

Websites: www.psbcltd.cn, www.psbc.com

Hotline for customer services
and complaints

86-95580

Information disclosure media

China Securities Journal (www.cs.com.cn), Shanghai Securities News (www.cnstock.com),

Securities Times (www.stcn.com), Securities Daily (www.zqrb.cn)

Annual report available at

Office of the Board of Directors of the Bank
No. 3 Financial Street, Xicheng District, Beijing

Unified social credit code

9111000071093465XC

A share listing place, stock name,
stock code and website for
publication of annual report

Stock exchange on which shares are listed: Shanghai Stock Exchange

Stock name: BB SR 1T

Stock code: 601658

Share Registrar: China Securities Depository and Clearing Corporation Limited, Shanghai
Branch
188 Yanggao South Road, Pudong New Area, Shanghai

Website of Shanghai Stock Exchange for publication of annual report: www.sse.com.cn

1

Mr. Liu Jianjun, Executive Director and President of the Bank, has been performing the duties on behalf of Chairman and Legal

Representative of the Bank since April 25, 2022.
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H share listing place, stock short ~ Stock exchange on which shares are listed: The Stock Exchange of Hong Kong Limited
name, stock code and website for  Stock short name: PSBC
publication of annual report Stock code: 1658
Share Registrar: Computershare Hong Kong Investor Services Limited Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong
Website of Hong Kong Stock Exchange for publication of annual report: www.hkexnews.hk

Legal advisor as to laws of the Haiwen & Partners
Chinese mainland

Legal advisor as to laws of Hong  Clifford Chance LLP

Kong, PRC
Domestic auditor Deloitte Touche Tohmatsu Certified Public Accountants LLP
Place of business: 30/F, 222 Yan'an Road East, Huangpu District, Shanghai
Signing accountants: Yang Bo, Hu Xiaojun, Shen Xiaohong
International auditor Deloitte Touche Tohmatsu
Place of business: 35/F, One Pacific Place, 88 Queensway, Admiralty Hong Kong
Signing accountants: Ley Pui Chun, Rossana
Sponsors for continuous China International Capital Corporation Limited
supervision and guidance Place of business: 27th and 28th Floor, China World Office 2, No. 1 Jianguomenwai Avenue,

Chaoyang District, Beijing
Signing sponsors: Zhu Xiaofei, Chen Xue
Period of continuous supervision and guidance: December 10, 2019 to December 31, 2024

China Post Securities Co., Ltd.

Place of business: 2nd Floor, Tower C, Joiest Group Building, No. 14 Zhushikou East Street,
Dongcheng District, Beijing

Signing sponsors: Wang Huamin, Ma Qingrui

Period of continuous supervision and guidance: November 11, 2022 to December 31, 2024

CITIC Securities Company Limited

Place of business: 23rd Floor, CITIC Securities Building, No. 48 Liangmagiao Road, Chaoyang
District, Beijing

Signing sponsors: Sun Yi, Ma Xiaolong

Period of continuous supervision and guidance: January 6, 2021 to November 10, 2022

* Postal Savings Bank of China Co., Ltd. is not an authorized institution within the meaning of the Banking Ordinance (Chapter 155 of the
Laws of Hong Kong), not subject to the supervision of the Hong Kong Monetary Authority, and not authorized to carry on banking and/or
deposit-taking business in Hong Kong.
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Rankings and Awards

:H:. Rankings

Top 1000 World Banks

(in terms of tier 1 capital at the end of the prior year)
The Banker

Ranked1 3 th
Ranked15th in 2022

in 2021

Global 2000 -
the World’s 2000 Largest Public
Companies in 2022

Ranked3 Oth Ranked I 2 nd Ranked1 21 st

Forbes (In terms of operating Brand Finance
income in 2021)

Fortune China

China's Top 500 Companies The World’s Top 500 Most
in 2022 Valuable Brands in 2022

T 10 Postal Savings Bank of China Co,, Ltd. | 2022 Annual Report
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g Awards and Honors

- Fintech Award of the Year
the PBOC

- Excellent Organizers for Joint Financial Education and Publicity
Campaigns in the Banking and Insurance Industry
General Office of the CBIRC

- Market Influencer of the Year
China Foreign Exchange Trade System (CFETS), aka the National
Interbank Funding Center

- Outstanding Participating Institution of Digital Supply Chain Financial
Service Platform

China National Clearing Center, PBOC

- Demonstration Case of Financial Services for Specialized and
Sophisticated SMEs that Produce New and Unique Products

China Banking Association (CBA)

- Best Practice Case for ESG of Listed Companies
- Excellent Case of Digital Transformation of Listed Companies
China Association for Public Companies

- Bond Market Leader Institution of the Year
- Outstanding Asset Custodian
China Central Depository & Clearing Co., Ltd.

- Outstanding Dealer (Bank)
Shanghai Commercial Paper Exchange Corporation Ltd.

- Award for Outstanding Contribution to the Co-Building of
Acceptance Environment of UnionPay Cards

China UnionPay

- Excellent Case of Global Service Practice
China International Fair for Trade in Services

- “Best ESG” Award in the Financial Sector of China's Mainland
Institutional Investor magazine

- Best Consumer Bank
- Best Fintech Innovation Bank
Global Finance

- Best Listed Company
- Most Valuable Listed Company
Ta Kung Wen Wei Media Group

- Outstanding Green Finance Institution
Hong Kong Commercial Daily

- Outstanding Contribution Award for Digital Transformation in the
Financial Industry

- Award for Outstanding Information Security in the
Financial Industry

Financial Computerizing

- Most Responsible Companies of the Year
China Newsweek

- Top 10 Risk Control Innovation Award
- Best Financial Innovation Award
The Chinese Banker

- The Gamma Award for High-Quality Development Bank of the Year
- The Gamma Award for Inclusive Financial Services of the Year
- The Gamma Award for Golden Bank Brand of the Year

Securities Times

- Golden Bull Award for Bank Wealth Management Products
China Securities Journal

- Sustainable Development Benefits Award
Caijing Magazine

- Asian Excellent Commercial Bank of the Year
- Technology Bank of the Year
21st Century Business Herald

- Outstanding Customer Experience Bank of the Year
The Economic Observer

- Best Bank of the Year
China Business News

- Best Inclusive Financial Services of the Year
National Business Daily

- Most Competitive State-owned Commercial Banks
China Business Journal

- Best Consumer Bank of the Year
China Times

- Excellent Case of Financial Services for Rural Revitalization of the Year
China.com.cn

- Best Financial Institution for Rural Revitalization of the Year
The Paper

- Green Finance Pioneer Award
Cailian Press

- Outstanding Wealth Management Bank Award
JRJ.com

- Top 10 Best Employers in China 2022
Zhaopin and Institute of Social Science Survey of
Peking University

—
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Financial Highlights

Financial data and indicators in this report have been prepared in accordance with the IFRSs. Unless otherwise specified, they are
consolidated data of the Bank and its subsidiaries and denominated in Renminbi.
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Financial Highlights

Key Financial Data

In millions of RMB, unless otherwise stated

Item 2022 2021 2020 2019 2018

Operating results

Operating income 335,391 319,107 286,537 277,116 261,245
Net interest income 273,593 269,382 253,378 242,686 236,037
Net fee and commission income 28,434 22,007 16,495 14,623 12,519
Operating expenses 208,680 190,995 167,984 157,976 152,324
Credit impairment losses 35,328 46,638 50,398 55,384 55,414
Impairment losses on other assets 19 20 19 11 20
Profit before income tax 91,364 81,454 68,136 63,745 53,487
Net profit 85,355 76,532 64,318 61,036 52,384
Net profit attributable to equity holders of the Bank 85,224 76,170 64,199 60,933 52,311
Net cash generated from operating activities 474,914 109,557 161,772 26,443 184,505

Per share data (in RMB Yuan)
Basic and diluted earnings per share® 0.85 0.78 0.71 0.72 0.62

Note (1):  Calculated in accordance with the Rules for the Compilation and Submission of Information Disclosure by Companies that Offer
Securities to the Public No. 9 - Calculation and Disclosure of Return on Net Assets and Earnings per Share (Revision 2010) issued
by the CSRC. There are no potential diluted ordinary shares of the Bank, so the diluted earnings per share is the same as the basic
earnings per share. The calculation of relevant indicators excludes the impact of other equity instruments.

I 14 Postal Savings Bank of China Co,, Ltd. | 2022 Annual Report
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In millions of RMB, unless otherwise stated

December 31, December 31, December 31, December 31, December 31,

2022 2021 2020 2019 2018

Data as at the end of the reporting period

Total assets 14,067,282 12,587,873 11,353,263 10,216,706 9,516,211
Total loans to customers®? 7,210,433 6,454,099 5,716,258 4,974,186 4,276,865
Allowance for impairment losses on loans to

customers® 232,723 216,900 203,897 166,124 127,327
Loans to customers, net 6,977,710 6,237,199 5,512,361 4,808,062 4,149,538
Financial investments® 4,958,899 4,348,620 3,914,650 3,675,030 3,387,487
Cash and deposits with central bank 1,263,951 1,189,458 1,219,862 1,154,843 1,202,935
Total liabilities 13,241,468 11,792,324 10,680,333 9,671,827 9,040,898
Customer deposits®? 12,714,485 11,354,073 10,358,029 9,314,066 8,627,440
Equity attributable to equity holders of the Bank 824,225 794,091 671,799 543,867 474,404
Net capital 1,003,987 945,992 784,579 671,834 593,729
Core tier 1 capital - net 679,887 635,024 542,347 492,212 421,678
Additional tier 1 capital - net 140,126 157,982 127,954 47,948 47,927
Risk-weighted assets 7,266,134 6,400,338 5,651,439 4,969,658 4,316,219

Per share data (in RMB Yuan)
Net assets per share® 7.41 6.89 6.25 5.75 5.26

Note (1):  In accordance with the relevant regulations under the Notice on Amending the Format of Financial Statements for Financial
Enterprises in 2018 (Cai Kuai [2018] No. 36) issued by the MOF, the interest on financial instruments from corresponding assets and
liabilities should not be accounted for as separate items of “interest receivable” or “interest payable” since 2018. The balance of
“interest receivable” or “interest payable” shown in “other assets” or “other liabilities” is only interest receivable or interest payable
on relevant matured financial instruments but not received nor paid on the date of the balance sheet.

Note (2):  For ease of reference, “loans to customers” refers to “loans and advances to customers” and “customer deposits” refers to “deposits
from customers” in this report.
Note (3):  Allowance for impairment losses on loans to customers measured at amortized cost.

Note (4):  Consists of financial assets measured at fair value through profit or loss, financial assets measured at fair value through other
comprehensive income - debt instruments, financial assets measured at fair value through other comprehensive income - equity
instruments, and financial assets measured at amortized cost.

Note (5):  Calculated by dividing equity attributable to ordinary shareholders of the Bank at the end of the period by the total number of
ordinary shares at the end of the period.
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Financial Highlights

Financial Indicators

Profitability (%)

Return on average total assets® 0.64 0.64 0.60 0.62 0.57
Return on weighted average equity? 11.89 11.86 11.84 13.10 12.31
Net interest margin® 2.20 2.36 242 2.53 2.69
Net interest spread® 2.18 2.30 2.36 2.48 2.67
Net fee and commission income to operating

income ratio 8.48 6.90 5.76 5.28 4.79
Cost-to-income ratio® 61.44 59.08 57.86 56.29 57.60

December 31, December 31, December 31, December 31, December 31,

2022 2021 2020 2019 2018
Asset quality (%)
Non-performing loan ratio® 0.84 0.82 0.88 0.86 0.86
Allowance to NPLs ratio” 385.51 418.61 408.06 389.45 346.80
Allowance to loans ratio® 3.26 3.43 3.60 3.35 2.99
Capital adequacy ratio (%)
Core tier 1 capital adequacy ratio® 9.36 9.92 9.60 9.90 9.77
Tier 1 capital adequacy ratio"” 11.29 12.39 11.86 10.87 10.88
Capital adequacy ratio"” 13.82 14.78 13.88 13.52 13.76
Risk-weighted assets to total assets ratio"'? 51.65 50.85 49.78 48.64 45.36
Total equity to total assets ratio 5.87 6.32 5.93 5.33 4.99

Note (1):  Calculated by dividing net profit by the average balance of total assets at the beginning and at the end of the reporting period.

Note (2):  Calculated in accordance with the Rules for the Compilation and Submission of Information Disclosure by Companies that Offer
Securities to the Public No. 9 - Calculation and Disclosure of Return on Net Assets and Earnings per Share (Revision 2010) issued by
the CSRC. The calculation of relevant indicators excludes the impact of other equity instruments.

Note (3):  Calculated by dividing net interest income by the average balance of interest-earning assets.

Note (4):  Calculated by the spread between average yield of interest-earning assets and average interest rate of interest-bearing liabilities.
Note (5):  Calculated by dividing operating expenses (less taxes and surcharges) by operating income.

Note (6):  Calculated by dividing the total NPLs by total loans to customers, and the total loans exclude the accrued interest.

Note (7):  Calculated by dividing total allowance for impairment losses on loans to customers by total NPLs. Total allowance for impairment
losses on loans to customers includes allowance for impairment losses on loans to customers measured at amortized cost and
allowance for impairment losses on loans to customers measured at fair value through other comprehensive income.

Note (8):  Calculated by dividing total allowance for impairment losses on loans to customers by total loans to customers. Starting from 2021,
the total loans no longer include the accrued interest when calculating the allowance to loans ratio.

Note (9):  Calculated by dividing core tier 1 capital (net of core tier 1 capital deductions) by risk-weighted assets.
Note (10): Calculated by dividing tier 1 capital (net of tier 1 capital deductions) by risk-weighted assets.

Note (11): Calculated by dividing total capital (net of capital deductions) by risk-weighted assets.

Note (12): Calculated by dividing risk-weighted assets by total assets.
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Other Major Indicators

Regulatory December 31, December 31, December 31, December 31, December 31,

criteria 2022 2021 2020 2019 2018

Liquidity ratio (%)™ RMB and foreign >25 73.87 72.86 71.61 67.96 61.17
currency
Percentage of loans to largest

single borrower (%)? <10 16.50 18.72 23.21 27.19 29.78
Percentage of loans to the ten

largest borrowers (%) 27.14 28.67 34.49 39.42 41.39

Loan migration ratio (%)® Normal 0.89 0.60 0.61 0.78 0.80

Special mention 29.22 24.09 45.47 15.73 20.20

Substandard 44.76 48.27 29.48 55.48 63.36

Doubtful 53.41 56.81 78.32 76.16 75.57

Note (1):  Calculated by dividing current assets by current liabilities.

Note (2):  Percentage of loans to largest single borrower = balance of loans to the largest borrower/net capital x 100%. The largest borrower
refers to the borrower with the highest balance of loans at the period end. As at the end of the reporting period, China State Railway
Group Co., Ltd. was the Bank's largest single borrower. The outstanding loan balance with China State Railway Group Co., Ltd. was
RMB165,659 million, accounting for 16.50% of the Bank’s net capital. The credit line the Bank extended to China State Railway Group
Co., Ltd. includes the legacy credit line of RMB240 billion which was approved by the relevant regulatory authorities. As at the end of
the reporting period, the outstanding loan balance under such credit line for China State Railway Group Co., Ltd. was RMB149 billion.
After deduction of this RMB149 billion, the Bank’s balance of loans to China State Railway Group Co., Ltd. accounts for 1.66% of the
Bank’s net capital.

Note (3):  The loan migration ratio has been restated according to the latest regulatory rules of calculation.

Credit Ratings

Rating Agency 2022 2021 2020 2019 2018
S&P Global Ratings A (stable) A (stable) A (stable) A (stable) A (stable)
Moody’s Investors Service A1 (stable) A1 (stable) A1 (stable) A1 (stable) A1 (stable)
Fitch Ratings A+ (stable) A+ (stable) A+ (stable) A+ (stable) A+ (stable)
S&P Global (China) Ratings AAAspc (stable) AAAspc (stable) AAAspc (stable) AAAspc (stable) -
CCXI AAA (stable) AAA (stable) AAA (stable) AAA (stable) AAA (stable)

Quarterly Financial Data

/n millions of RMB

Operating income 85,256 88,379 83,558 78,198

Net profit attributable to equity holders of the Bank 24,977 22,137 26,735 11,375

Net cash generated from operating activities 143,558 3,356 (17,700) 345,700
— o
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Message from the Management

The year 2022 was a vital and extraordinary one for the
Chinese economy, including the banking sector. Facing the
dual challenge of fighting Covid-19 and stabilizing the broader
economic fundamentals, PSBC forged ahead bravely. In 2022,
PSBC achieved an operating income of RMB335.391 billion, a
year-on-year increase of 5.10%; its net profit was RMB85.355
billion, a year-on-year increase of 11.53%; total assets
exceeded RMB14 trillion; the weighted average return on net
assets was 11.89%; and the non-performing loan ratio was
0.84%. PSBC continued to maintain an industry-leading level,
and climbed up to the 13th place on The Banker’s list of “Top
1000 World Banks".

We firmly performed our bounden duty of serving the real
economy with financial services, responded to unforeseen
circumstances and fended off headwinds in a more proactive
manner. We implemented national strategies, tilted resources
to key areas, facilitated production recovery and improvement
of people’s wellbeing, and vigorously supported the
high-quality development of economy. We actively supported
the stabilization of broader economic fundamentals. Loans to
the real economy increased by RMB705,378 million, accounting
for about 90% of the Bank’s newly granted loans. We provided
financial support for the development of the manufacturing
industry and equipment upgrade, with the medium and
long-term loans to the manufacturing industry increasing by
RMB55,582 million, or 50.06% over the end of last year. We
provided targeted assistance to micro, small and medium-sized
enterprises and alleviated their pressure by allowing them to
defer principal and interest repayment. We strengthened the
long-effect mechanism of “having the courage, will, ability
and means to grant loans” to micro and small enterprises, with
the balance of inclusive loans for micro and small enterprises
amounting to RMB1.18 trillion, representing an increase

of 23.04% compared with the prior year-end; and we also

recorded a net increase in borrowers with outstanding loans
by 223.8 thousand. We supported the initiative of ensuring
that overdue housing projects were completed and delivered
to meet people’s basic living needs, with personal housing
loans growing by 4.26%. We formulated the Action Plan for
Carbon Peak and Carbon Neutrality, and increased green loans
by 33.38% over the prior year-end to RMB496,549 million. We
were once again rated A in ESG ratings by MSCI.

We continued to focus on the most promising fields during
China's economic transformation, and responded to the diverse
customer needs and market demand for financial services
in a more up-and-coming manner. Back to the underlying
logic of commercial banking, we recalibrated strategies
and optimized financial service models to better meet the
demand for financial services. We vigorously built the rural
credit system and extended credit to farmers, with the aim
to “let the vast majority of farmers have credit from PSBC".
We have designated 383.5 thousand creditworthy villages,
rated more than 10 million creditworthy households, and
registered a balance of RMB1.81 trillion in agro-related loans.
We moved faster to build the wealth management system
and improve our all-round, differentiated and forward-looking
comprehensive service capabilities. The number of Jingui
customers and the number of Fujia customers and above’
increased by 10.32% and 19.32%, respectively. We met
enterprises’ need for a package of comprehensive financial
services via the “lead bank” model, built the “1 plus N”
operation and service system for corporate banking, and
expanded our customer base with better quality. The number
of small businesses signing up for the lead-bank service
increased by 35.59% in 2022. We continued to build up the
interbank ecosystem in terms of breadth and depth and
successfully launched the “Together We Thrive” platform,
creating a new interbank ecosystem with win-win results for

all.

1 Jingui customers refer to customers with financial assets between RMB100,000 (inclusive) and RMB500,000; Fujia customers and above

refer to customers with financial assets of RMB500,000 and above.

—
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Message from the Management

We stepped up our capacity building to embrace fresh
changes in the development model of the financial
industry, with greater courage to make breakthroughs.
Through top-level design, top-down communication and pilot
implementation, we gradually strengthened major capabilities
in six aspects: core business, system support, coordination and
integration, technological facilitation, institutional drive and
innovation leadership, to realize mindset upgrade from top
down and model reconstruction across the Bank. We promoted
the operation model of “close customer services”, launched
a pilot program of a lighter version of private banking, and
rolled out the proactive credit extension mechanism featuring
“low credit line and wide coverage” in Sannong, consumer
credit, credit cards and other fields. We comprehensively
improved our capabilities in leading by risk management, and
accelerated the digital transformation of risk management.
We continuously improved the forward-looking analysis
method, and further applied the intelligent risk control across
the board. We launched the new-generation core system
for personal banking business and the Personal Mobile
Banking 8.0, significantly improving customer experience. We
optimized the allocation of resources, promoted the reforms
in fixed-term appointment and contract-based employment,
improved the resource allocation and incentives, implemented
a collaborative performance assessment mechanism with
integrated vertical and horizontal dimensions, achieved
improvements in both utilization efficiency of resources and
management efficiency, and built an innovation atmosphere

on unity and solidarity.

T 20 Postal Savings Bank of China Co,, Ltd. | 2022 Annual Report
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Time is passing by, and we are riding the waves of change. In
2023, the banking industry is ushering in a new landscape with
greater opportunities and tougher challenges in the context
of China embarking on a new journey to build a modern
socialist country in all respects. On the one hand, Chinese
modernization has created broad space for development in
all sectors. New growth drivers are in the pipeline, and the
financial sector has much to accomplish. On the other hand,
the industrial system has undergone profound changes,
sending shock waves to the traditional business models and

logic of commercial banking. It is time to change.

In response to the call for new finance in the new era, PSBC
sticks to the original mission of serving the real economy,
adheres to the original aspiration that “China Post, by the
people, for the people’, follows the “5+1” strategic path, and
maintains risk control and compliance through every process
with a focus on the technological finance, eco-finance,
coordinated finance, industrial finance and green finance. With
high-quality financial services, we will play our due part in

building China into a modern socialist country in all respects.

PSBC has its own dream and characteristics. We remember
from where we came here, upholding “working on the
trivial work even others despise; working towards stability
rather than big profit” as our gene of inclusiveness. Bearing
in mind what we are striving for, we will go farther on the

path of differentiation that will devote our resources into

Facilitate a better life with financial resources

CCTV interview with President Liu Jianjun
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lower-tier markets as well as key areas and weaker links of the
economy. Entering the new era, we will uphold fundamental
principles and break new ground, and endeavor to develop
five differentiated growth poles, namely, rural revitalization,
micro, small and medium-sized enterprises, proactive credit

extension, wealth management and financial market business.

- Devoting ourselves to building up China’s strength in
agriculture, we are determined to serve as the main force
of Sannong finance and fulfil our dreams through hard
work. A country cannot go strong without strengths in
agriculture. It is a major strategic plan of the CPC Central
Committee to advance rural revitalization across the board
and move faster to build up China’s strength in agriculture.
The expanding investment in rural areas, stable agricultural
economy and continuous increase in farmers’ income point
to huge potential of the Sannong market and robust demand
for Sannong finance. We will give full play to our advantage
of the most extensive network covering every corner of the
country, rely on a complete product mix, professional team,
rich experience and good brand reputation, focus on the
construction of the rural credit system, and coordinate with
postal service, e-commerce, and logistics, to provide unique
comprehensive services for agriculture, rural development and
farmers, build greater differentiation advantages, and realize

the enhancement of social value and our own value.

- We stay committed to providing support to micro, small and
medium-sized enterprises, and channel financial resources
into tens of thousands of households and enterprises in
the real economy. Flourishing micro and small enterprises
create vibrant job markets and a thriving economy. The micro,
small and medium-sized enterprises are vital contributors to

ensuring stable growth, employment and living standards,

representing a field where PSBC has a sharp edge. We will
keep extending our reach to micro, small and medium-sized
enterprises through our business ecosystem, industry chains
and collaboration with China Post Group. FinTech and big data
are employed to ensure truthfulness, accuracy and integrity
of information in financing of micro and small enterprises.
With an ongoing effort to build the capacity of comprehensive
financial services encompassing all products, processes and
life stages, we will provide differentiated financial services
for micro and small enterprises through their lifecycle, from
startup to growth and to maturity. In particular, in respect of
the provision of support for sci-tech innovation of enterprises,
we will blaze a distinctive path to microfinance with integrated
commercial and investment banking, with a focus on creating
a professional service system for specialized and sophisticated
enterprises that produce new and unique products and

technological innovation enterprises.

- We turn proactive credit extension into a “golden touch”
for customer outreach, and give financial services the wings
of "big data" and deliver them to places where they are
most needed. Making credit funds increasingly available
to a wider range of customers in a more balanced fashion
is what customers want and what we pursue. Taking active
credit extension as an important driver for developing
differentiated competitive advantage, and relying on smart
risk control technology, we pick customers with adequate data
and controllable risks from fields such as Sannong finance,
consumer credit, credit cards, corporate banking, etc. With
such a precise and low-cost approach to reach customers,
we provide customers with online credit services through an
instant approval process, striking a balance among risk control,

business development and customer experience.

i
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Message from the Management

- Chasing the vision of the era to realize common prosperity, we
work to expand the coverage of wealth management services,
so that more urban and rural residents can share the dividends
of China’s economic development. The continuous drive for
common prosperity, the reform of the income distribution
system, the increase of household income and people’s
unremitting pursuit of a better life constitute a huge market
demand for wealth management. We adhere to the concept of
customer centricity and value creation for customers. With a
huge customer base of more than 650 million people, we have
established a chain-like service system for customers from
long-tail customers to private banking customers. We provide
them with high-quality multi-product portfolios as well as
intensive services, dedicated services and diversified services,
so as to stay closer to customers, continually meet their needs,
and help urban and rural residents grow their wealth steadily

along with China’s economic development.

- As a main player in the financial market, we energetically
facilitate more smooth and efficient financing, and promote
the steady and healthy development of the financial system.
The banking market is an important vehicle for allocating
funds and resources. With a stable fund pool and abundant
resources, we are an important participant in the financial
market. We will tap deep into the inter-financial institution
ecosphere to help stabilize the financial market. We will step
up the bond business development to help increase the
proportion of direct financing and reduce the financing cost of
enterprises. The transactional business scale will be expanded
to improve the efficiency of fund flows. We will create four
ecosystem-based scenarios, namely, financial supermarket, bill
market, investment business and investment banking as well
as specialized and sophisticated enterprises that produce new
and unique products to develop a sharp edge in the inter-

financial institution market.

Coordinated finance

Deepen the coordination between the

Eco-finance

Build a wealth management ecosystem that
creates value for customers, a rural
comprehensive financial service ecosystem,
and a financial institution ecosystem that is open,
shared, complementary and mutually beneficial

Technological finance

Drive the reform of operation and

management modes with digital

transformation, and promote
IT-empowered

business development

Bank and China Post Group, between
business lines and business segments,
and between the parent bank and

. subsidiaries, and continuously tap
the potential for coordinated growth /

Industrial finance

Dig deep into upstream and downstream
customers of the industrial chain, capital chain
and supply chain, and provide financial services
for all chains, processes and products

Green finance

Strive to build a first-class
green and inclusive bank,
climate-friendly bank and
eco-friendly bank

Whole-process risk compliance

Firmly uphold the concept of comprehensive risk management system featuring
“all aspects, whole process and entire staff” and
accelerate the transformation towards digital and intensive risk management

22 Postal Savings Bank of China Co,, Ltd. | 2022 Annual Report
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Develop capabilities in core

business and cultivate
unique competitive edge

Establish the concept of “creating value
for customers”, develop a professional
capability system, build a professional
workforce, and accurately meet the
differentiated needs of customers

transformation and development

090

Develop capabilities in
technological facilitation and
inject momentum into

Regard information technology as the
key variable and promote digital
transformation to improve customer
experience, reduce operating costs, and
enhance interaction, operation and
management efficiency

Develop capabilities in

Develop capabilities in
system support and
consolidate the foundation
for business development

Based on system support, optimize
marketing and customer acquisition,
operation and management, customer

experience and risk management, etc. to
support the healthy and sustainable
development of operations

Capabilities

in Six
Aspects

&

institutional drive and
stimulate the inner motiva-
tion for development

Be profit and efficiency-oriented and
optimize human, capital, financial and
other resource-driven mechanisms to
stimulate the inner drive of
development

Develop capabilities in

coordination and integration

and produce the overall
organizational synergy
Leverage the core advantages in

promote the coordination between the
and China Post Group, between business

synergy,

Bank
lines

and business segments, and between the parent
bank and subsidiaries, produce the overall
organizational synergy, and give play to the

overall value in a coordinated way

Develop capabilities in
innovation leadership to
ensure the sustainable
development of the Bank

Consider innovation as the primary driving
force, improve the innovation mechanism,

cultivate innovation ability, create a
pro-innovation culture, and drive
high-quality development through
innovation

—7
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Message from the Management

As a Chinese saying goes, a wise man changes as time
and circumstances change. On the road to exploring
new opportunities and breaking new ground, we will put
“innovation” first, incorporate innovation into PSBC's culture
following the underlying logic of modern commercial banking,
and make innovation a way to avoid homogeneity in a highly
competitive environment, so that the century-old PSBC will be
full of vigor in the new era. We will comprehensively change
the way of serving customers, foster stronger customer loyalty
and take creating value for customers as the ultimate way
of survival and growth. We will combine the risk philosophy
upgrading with FinTech innovation, shifting from “looking
back” to “looking forward” to create a new model of financial

business. With greater determination, we aim to be a nimble

T 24 Postal Savings Bank of China Co,, Ltd. | 2022 Annual Report
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giant, like a "dancing elephant”, and accelerate the reform
towards a dumbbell-shaped organizational structure with

intensive operation and higher efficiency.

Long as the journey is, we will reach our destination if we
stay the course. We must change in order to adapt. In China’s
pursuit of modernization, PSBC will resolutely abandon
commercial opportunism, insist on doing the hard but right
things, practice long-termism by prioritizing expertise,
be the dream maker for a bright future, pursue common
prosperity with entities in the real economy, and join hands
with customers and investors to head for a more hopeful and

beautiful tomorrow.



Chairman of the Board
of Supervisors
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Discussion and Analysis

Environment and Prospect

In 2022, overseas inflation remained high, and the monetary
policies of major developed economies continued to
tighten at a rapid pace, which, compounded by geopolitical
conflicts as well as energy and food crisis, led to weakening
global demand, slow recovery of labor supply and slowing
economic growth. With the intensified volatility in the global
financial markets and a stronger dollar index, emerging
economies faced even greater pressure of capital outflow,
and there were more signs of vulnerabilities in the global
financial system, increasing uncertainty in the operation
environment surrounding the banking industry, and greater
challenges for earnings growth and risk management.

Facing complicated and challenging circumstances both
in and outside of China as well as unexpected factors,
the Chinese government increased the intensity of
macroeconomic regulation, ensuring stability of the
economy and the society. The proactive fiscal policy was
more effective, more targeted and more sustainable, with
better coordination of financial resources, which took
into account the need for ensuring stable growth and
risk prevention. The prudent monetary policy was both
flexible and appropriate, which maintained its continuity,
consistency and sustainability. The loan prime rate (LPR) was
lowered three times, while the loan interest rate fell steadily.
The banking industry remained sound, healthy and stable,
continued to increase supply of loans, optimized credit
structure, improved quality and efficiency of services for the
real economy, and effectively forestalled and mitigated risks
in key areas.

Looking into 2023, against the backdrop of increase
in the downside risks of the global economy, China’s
various policies will continue to take effect, and the
economy is expected to rebound overall. China will
adhere to the general principle of pursuing progress
while ensuring stability, fully and faithfully apply the new
development philosophy on all fronts, and make sure that
our implementation of the strategy to expand domestic
demand is integrated with our efforts to deepen supply-side

.
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structural reform, and give priority to ensure stable growth,
employment, and prices. Efforts will be made to strengthen
the macroeconomic regulation. The proactive fiscal policy
will be stepped up for its effectiveness to give full play to
the leveraging role of government investment to keep non-
government investors fully motivated. A prudent monetary
policy will be implemented in a targeted way to ensure
reasonably ample liquidity, so that increases in money
supply and aggregate financing should increase generally
in step with nominal economic growth. The banking
industry will fully implement the decisions and plans of
the CPC Central Committee and the State Council, increase
financial support for key areas such as Sannong business,
technological innovation, green development, micro and
small enterprises, advanced manufacturing, strategic
emerging industries and major infrastructure projects, and
promote the steady development of the property market. All
these efforts will help to ensure that no systemic risks arise,
and that the quality and efficiency of services for the real
economy will be further improved.

2023 is the first year for fully implementing the guiding
principles from the Party’s 20th National Congress.
Guided by the Xi Jinping Thought on Socialism with
Chinese Characteristics for a New Era, the Bank will stick
to its strategic positioning as a retail bank, uphold the
general principle of “prioritizing stability and pursuing
progress while ensuring stability”, promote innovation and
transformation, strengthen major capabilities in six aspects,
and take greater steps in building itself into a first-tier large
retail bank.

Firstly, the Bank will firmly implement the major decisions
and plans of the CPC Central Committee and fulfil
its responsibility as a major state-owned bank. It will
proactively serve major national strategies, increase support
for key areas such as technological innovation, green
development, private micro and small enterprises, advanced
manufacturing, strategic emerging industries and major
infrastructure projects, provide Sannong financial services
required for rural revitalization on all fronts, and improve the
quality and efficiency of services for the real economy.
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Secondly, the Bank will accelerate business transformation
and upgrading, and continuously improve the efficiency
of development. In terms of retail banking, the Bank will
sharpen its focus on AUM, increase both the scale and
quality of wealth management business, accelerate the
transformation to a “wealth management bank”, grasp
opportunities brought by the recovery of consumption
and property market and boost consumer finance
business. In respect of corporate finance, it will focus on
the development of a “1 Plus N” new system for corporate
financial operation and services, promote synergy between
different segments to improve the development quality and
efficiency, and create unique advantage for development.
For the treasury and asset management business, the Bank
will seize structural opportunities in the market through
investment research, improve trading and investment
capabilities, and explore high-yield asset investment
opportunities.

Thirdly, it will enhance the guiding role of innovation and
transformation and strengthen capability building on
all fronts. The Bank will reinforce the leading role of risk
management, and introduce an innovative mechanism of
pre-lending marketing, lending review and approval, and
intelligent and intensive post-lending management. The
Bank will innovate and transform its customer service,
strengthen product and service innovation and enhance the
customer service capabilities to satisfy the full-lifecycle and
all-round needs of customers. Taking efficiency as the guide
and technology as the support, the Bank will reform the
management system and mechanism, promote the intensive

reform and improve the overall management efficiency.

Fourthly, it will improve the information technology
capability and strengthen technology support. The Bank
will continue to promote digital transformation, improve
independent research and development capabilities, and
strengthen the integration of business and technology.
It will accelerate data capacity building, strengthen data
governance, build a bank-wide data asset view, and achieve
data-driven customer acquisition, activation and retention.
It will establish an intelligent operation and maintenance
system, enrich the scenarios for automated operation and
maintenance, expand the coverage and improve accuracy of

the unified monitoring system.

Fifthly, it will better coordinate development and security,
and firmly guard the lines of defense against risks. The
Bank will improve the dynamic risk monitoring mechanism,
develop an enterprise-level risk data sharing system, and
continue to improve the comprehensive risk management
system. It will strengthen the application of intelligent risk
control, focus on risks in key areas, and take more forward-
looking and targeted credit risk management measures.
It will optimize the long-effect mechanism for case-based
internal control and strengthen security.
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Discussion and Analysis

Analysis of Financial Statements

In 2022, the Bank actively responded to changes in the external environment, pursued high-quality development as its priority
and value creation as its aim, firmly seized market opportunities, sped up the transformation and development and provided
targeted and efficient services for the real economy, hence achieving solid improvements both in business scale and efficiency.

The Bank'’s profitability maintained stable. During the reporting period, the Bank recorded a net profit attributable to equity
holders of the Bank of RMB85,224 million, representing a year-on-year increase of 11.89%. The operating income amounted
to RMB335,391 million, representing a year-on-year increase of 5.10%, among which: the net interest income was RMB273,593
million, representing a year-on-year increase of 1.56%; and the net fee and commission income was RMB28,434 million,
representing a year-on-year increase of 29.20%. Return on weighted average equity was 11.89%, up 0.03 percentage point
compared with the same period of last year. Earnings per share was RMBO0.85, up RMB0.07 compared with the same period of
last year.

The Bank achieved stable growth in business scale. As at the end of the reporting period, the Bank’s total assets exceeded
RMB14 trillion to reach RMB14,067.282 billion, an increase of 11.75% over the prior year-end; among which the total loans
to customers amounted to RMB7,210,433 million, an increase of 11.72% over the prior year-end. The total liabilities reached
RMB13,241.468 billion, an increase of 12.29% over the prior year-end, where the customer deposits reached RMB12,714.485
billion, up 11.98% over the prior year-end, mainly driven by the increase in deposits with maturities of one year or less.

Analysis of Income Statement

During the reporting period, the Bank recorded a net profit of RMB85,355 million, representing a year-on-year increase of
RMB8,823 million or 11.53%.

Changes of Key Items in the Income Statement
/n millions of RMB, except for percentages

Increase/

Item 2022 2021 (decrease) Change (%)
Net interest income 273,593 269,382 4,211 1.56
Net fee and commission income 28,434 22,007 6,427 29.20
Net other non-interest income 33,364 27,718 5,646 20.37
Operating income 335,391 319,107 16,284 5.10
Less: Operating expenses 208,680 190,995 17,685 9.26
Credit impairment losses 35,328 46,638 (11,310) (24.25)
Impairment losses on other assets 19 20 (1) (5.00)

Profit before income tax 91,364 81,454 9,910 1217
Less: Income tax expenses 6,009 4,922 1,087 22.08
Net profit 85,355 76,532 8,823 11.53
Attributable to equity holders of the Bank 85,224 76,170 9,054 11.89
Attributable to non-controlling interests 131 362 (231) (63.81)
Other comprehensive income (6,650) 9,329 (15,979) (171.28)
Total comprehensive income 78,705 85,861 (7,156) (8.33)

Net Interest Income

During the reporting period, the Bank realized a net interest income of RMB273,593 million, representing an increase of
RMB4,211 million, or 1.56% compared with the same period of the prior year. Net interest margin and net interest spread were
2.20% and 2.18%, respectively.
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Average Yield of Interest-Earning Assets and Average Cost of Interest-Bearing Liabilities
/n millions of RMB, except for percentages

2022
Interest Average Interest Average
Average income/ yield/cost Average income/ yield/cost
balance expense (%) balance expense (%)
Assets
Total loans to customers 6,899,837 309,240 4.48 6,133,063 287,207 4.68
Investments® 3,743,743 128,424 3.43 3,548,414 127,677 3.60
Deposits with central bank® 1,176,951 19,182 1.62 1,160,105 18,902 1.62
Deposits and placements with banks and
other financial institutions® 629,301 17,394 2.76 597,065 17,781 2.98
Total interest-earning assets 12,449,832 474,240 3.81 11,438,647 451,567 3.95
Allowance for impairment losses on assets (261,489) - - (239,944) - -
Non-interest-earning assets® 1,196,773 - - 863,724 - -
Total assets 13,385,116 - - 12,062,427 - -
Liabilities
Customer deposits 11,930,632 192,661 1.61 10,723,890 175,218 1.63
Deposits and placements from banks and
other financial institutions® 224,456 4,132 1.84 224,932 4,100 1.82
Debt securities issued® 97,582 3,486 3.57 70,965 2,586 3.64
Borrowings from central bank 20,428 368 1.80 17,029 281 1.65
Total interest-bearing liabilities 12,273,098 200,647 1.63 11,036,816 182,185 1.65
Non-interest-bearing liabilities” 242,308 - - 251,885 - -
Total liabilities 12,515,406 = = 11,288,701 - -
Net Interest Income = 273,593 = - 269,382 -
Net interest spread® - - 2.18 - - 2.30
Net interest margin® - - 2.20 - - 236

Note (1):  Consists of interest-earning assets in financial assets measured at fair value through other comprehensive income and financial assets
measured at amortized cost.

Note (2):  Consists of statutory deposit reserves and surplus deposit reserves.

Note (3):  Consists of deposits with banks and other financial institutions, placements with banks and other financial institutions, and financial
assets held under resale agreements.

Note (4):  Consists of financial assets measured at fair value through profit or loss, cash, property and equipment, derivative financial assets,
deferred tax assets and other assets.

Note (5):  Consists of deposits from banks and other financial institutions, placements from banks and other financial institutions, and financial
assets sold under repurchase agreements.

—
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Note (6):  Consists of qualified tier 2 capital instruments issued and interbank certificates of deposit.

Note (7):  Consists of derivative financial liabilities, employee benefits payable, liabilities for agency services, corporate income tax payable and

other liabilities.

Note (8):  Calculated as the difference between the average yield of total interest-earning assets and the average cost of total interest-bearing

liabilities.

Note (9):  Calculated by dividing net interest income by the average balance of total interest-earning assets.

Changes in Net Interest Income Due to Changes in Volume and Interest Rate

Volume™

/n millions of RMB

2022 vs 2021

Increase/(decrease)

Interest rate®

Assets

Total loans to customers

Investments

Deposits with central bank

Deposits and placements with banks and other financial institutions
Total changes in interest income

Liabilities

Customer deposits

Deposits and placements from banks and other financial institutions
Debt securities issued

Borrowings from central bank

Total changes in interest expense

Changes in net interest income

34,366
6,700
275
891
42,232

19,487
(8)

951

61

20,491

21,741

(12,333)
(5,953)
5
(1,278)
(19,559)

(2,044)
40

(51

26
(2,029)
(17,530)

22,033
747
280

(387)

22,673

17,443
32

900
87
18,462
4,211

Note (1):  Represents the difference between the average balance for the period and the average balance for the previous period, multiplied by

the average yield/cost for the period.

Note (2):  Represents the difference between the average yield/cost for the period and the average yield/cost for the previous period,

multiplied by the average balance for the previous period.

Note (3):  Represents the difference between the interest income/expense for the period and the interest income/expense for the previous

period.
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Interest Income

During the reporting period, the Bank'’s interest income amounted to RMB474,240 million, representing an increase of RMB22,673
million, or 5.02% compared with the same period of the prior year, primarily due to the growth in the scale of interest-earning
assets and the increased proportions of credit assets.

Interest Income from Loans to Customers

During the reporting period, the Bank continued to support the real economy by increasing credit allocation, realizing
RMB309,240 million in interest income from loans to customers, representing an increase of RMB22,033 million, or 7.67%
compared with the same period of the prior year.

Specifically, interest income from personal loans amounted to RMB204,551 million, representing an increase of RMB15,530
million, or 8.22% compared with the same period of the prior year. It was mainly because the Bank seized development
opportunities such as rural revitalization and green and low-carbon development, actively innovated business model, precisely
matched with customers’ financial needs, achieving an increase in the average balance of personal loans such as micro loans,
consumption loans and credit cards.

Interest income from corporate loans amounted to RMB95,834 million, representing an increase of RMB9,715 million, or
11.28% compared with the same period of the prior year, primarily because the Bank provided targeted services for the real
economy, expanded key customers and projects by forward-looking approaches and granted more medium and long-term
loans to key areas focusing on specialized and sophisticated enterprises that produce new and unique products, transportation
infrastructure, clean energy, and ecological and environmental protection, which led to an increase in the average balance of
corporate loans.

Interest income from discounted bills registered RMB8,855 million, representing a decrease of RMB3,212 million, or 26.62%
compared with the same period of the prior year, mainly because of downward interest rates on bills.

Analysis on Average Yield of Loans to Customers by Business Line
/n millions of RMB, except for percentages

2022
Average Interest Average Average Interest Average
balance income yield (%) balance income yield (%)
Personal loans 3,914,687 204,551 5.23 3,529,827 189,021 5.35
Corporate loans 2,494,670 95,834 3.84 2,147,034 86,119 4.01
Discounted bills 490,480 8,855 1.81 456,202 12,067 2.65
Total loans to customers 6,899,837 309,240 4.48 6,133,063 287,207 4.68
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Analysis on Average Yield of Loans to Customers by Maturity Structure
/n millions of RMB, except for percentages

2022
Average Interest Average Average Interest Average
balance income yield (%) balance income yield (%)
Short-term loans 2,472,616 107,905 4.36 2,276,388 102,341 4.50
Medium- and long-term loans 4,427,221 201,335 4.55 3,856,675 184,866 4.79
Total loans to customers 6,899,837 309,240 4.48 6,133,063 287,207 4.68

Interest Income from Investments
During the reporting period, the Bank’s interest income from investments amounted to RMB128,424 million, representing
an increase of RMB747 million, or 0.59% compared with the same period of the prior year, primarily driven by the increase of

average balance of financial investments such as bonds.

Interest Income from Deposits with Central Bank
During the reporting period, the Bank’s interest income from deposits with central bank amounted to RMB19,182 million,
representing an increase of RMB280 million, or 1.48% compared with the same period of the prior year, primarily driven by the

increase of the scale of statuary deposit reserves with central bank.

Interest Income from Deposits and Placements with Banks and Other Financial Institutions

During the reporting period, the Bank’s interest income from deposits and placements with banks and other financial
institutions amounted to RMB17,394 million, representing a decrease of RMB387 million, or 2.18% compared with the same
period of the prior year. It was primarily due to the decline both in the scale and yield of financial assets held under resale

agreements.

Interest Expense
During the reporting period, the Bank’s interest expense amounted to RMB200,647 million, representing an increase of
RMB18,462 million, or 10.13% year on year, primarily due to the increased interest expense on customer deposits.

Interest Expense on Customer Deposits

During the reporting period, the Bank’s interest expense on customer deposits amounted to RMB192,661 million, representing
an increase of RMB17,443 million, or 9.96% year on year, primarily driven by the growth in the scale of deposits. The Bank tapped
the potential of restructuring and vigorously promoted the development of value deposits, effectively reducing high-interest

deposits and lowering the cost of personal deposits by 5 basis points year on year.

.
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Analysis on Average Cost of Customer Deposits by Product Type
/n millions of RMB, except for percentages

2022

Average Interest Average Average Interest Average

balance expense cost (%) balance expense cost (%)

Personal deposits

Demand deposits 2,913,777 8,173 0.28 2,792,014 8,609 0.31
Time deposits 7,653,179 166,299 2.17 6,631,739 151,363 2.28
Subtotal 10,566,956 174,472 1.65 9,423,753 159,972 1.70
Corporate deposits

Demand deposits 911,537 7,681 0.84 902,769 5,936 0.66
Time deposits 452,139 10,508 2.32 397,368 9,310 2.34
Subtotal 1,363,676 18,189 1.33 1,300,137 15,246 1.17
Total customer deposits 11,930,632 192,661 1.61 10,723,890 175,218 1.63

Interest Expense on Deposits and Placements from Banks and Other Financial Institutions

During the reporting period, the Bank's interest expense on deposits and placements from banks and other financial institutions
amounted to RMB4,132 million, representing an increase of RMB32 million, or 0.78% compared with the same period of the prior
year, mainly due to the increase in the scale of placements from banks and other financial institutions of subsidiaries to meet the
needs of business development.

Interest Expense on Debt Securities Issued

During the reporting period, the Bank’s interest expense on debt securities issued amounted to RMB3,486 million, representing
an increase of RMB900 million, or 34.80% compared with the same period of the prior year, primarily due to the increase in the
average balance driven by the issuance of tier 2 capital bonds.

Net Fee and Commission Income

During the reporting period, the net fee and commission income of the Bank amounted to RMB28,434 million, representing
an increase of RMB6,427 million, or 29.20% compared with the same period of the prior year. Among that, fee and commission
income amounted to RMB49,745 million, representing an increase of RMB7,362 million, or 17.37% compared with the same
period of the prior year. Fee and commission expenses amounted to RMB21,311 million, representing an increase of RMB935
million, or 4.59% compared with the same period of the prior year.

Specifically, agency business fee income amounted to RMB16,799 million, representing an increase of RMB4,322 million, or
34.64% compared with the same period of the prior year. It was mainly because the Bank accelerated the transformation and
upgrading of the wealth management business, improved capabilities in professional and differentiated customer assets
allocation, and the income from bancassurance and other businesses achieved rapid growth. Wealth management business
fee income amounted to RMB7,606 million, representing an increase of RMB2,436 million, or 47.12% compared with the same
period of the prior year, primarily due to the one-off factor for the transformation to net-value products. Investment banking
fee income amounted to RMB1,671 million, representing an increase of RMB305 million or 22.33% compared with the same
period of the prior year, mainly because the Bank accelerated the transformation and upgrading and actively expanded bond
underwriting, syndicated loans, asset securitization and other businesses, thus realizing rapid growth in the investment banking
income. Fee and commission expense amounted to RMB21,311 million, representing an increase of RMB935 million, or 4.59%
compared with the same period of the prior year, primarily due to an increase in the commission expense paid to agency outlets.
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Components of Net Fee and Commission Income
/n millions of RMB, except for percentages

Increase/

Item 2022 2021 (decrease) Change (%)
Agency business 16,799 12,477 4,322 34.64
Bank cards business 11,882 11,951 (69) (0.58)
Settlement and clearing 9,535 9,626 (91) (0.95)
Wealth management 7,606 5,170 2,436 47.12
Investment banking 1,671 1,366 305 22.33
Custody business 1,214 1,164 50 4.30
Others 1,038 629 409 65.02
Fee and commission income 49,745 42,383 7,362 17.37

Less: Fee and commission expense 21,311 20,376 935 4.59
Net fee and commission income 28,434 22,007 6,427 29.20

Net Other Non-Interest Income
During the reporting period, the Bank’s net other non-interest income amounted to RMB33,364 million, representing an increase
of RMB5,646 million, or 20.37% compared with the same period of the prior year.

Net trading gains amounted to RMB3,673 million, representing an increase of RMB387 million, or 11.78% compared with the
same period of the prior year, primarily driven by the increase in gains from interbank certificates of deposits.

Net gains on investment securities amounted to RMB21,559 million, representing a decrease of RMB1,522 million, or 6.59%
compared with the same period of the prior year. The Bank proactively optimized the investment layout, strengthened the
allocation of high-quality assets like securities investment funds with tax benefits and less capital consumption, which led
to an increase in returns on investments. The Bank also recorded an increase in trading spread yield by increasing the scale
and frequency of trading turnover of assets. However, due to decreased valuation of bonds and funds attributable to market
fluctuations and rising dividend received from investments in funds, net gains on investment securities decreased compared with
the same period of the prior year.

Net other operating gains amounted to RMB7,209 million, representing an increase of RMB6,464 million compared with the same
period of the prior year, primarily due to the increase in exchange gains resulted from the appreciation of the U.S. dollar against
the RMB.

Components of Net Other Non-Interest Income
/n millions of RMB, except for percentages

Increase/

Item 2022 2021 (decrease) Change (%)
Net trading gains 3,673 3,286 387 11.78
Net gains on investment securities 21,559 23,081 (1,522) (6.59)
Net gains on derecognition of financial assets

measured at amortized cost 920 606 314 51.82
Net other operating gains 7,209 745 6,464 867.65
Share of results of associates 3 - 3 -
Total 33,364 27,718 5,646 20.37

.
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Operating Expenses

During the reporting period, the Bank continued to highlight the concept of return on resources, and allocated resources to
expenses in a scientific manner to effectively support business development. Operating expenses amounted to RMB208,680
million, representing an increase of RMB17,685 million, or 9.26% compared with the same period of the prior year.

In particular, deposit agency fee and others amounted to RMB102,248 million, representing an increase of RMB13,066 million, or
14.65% compared with the same period of the prior year, primarily due to the increase in the scale of personal deposits taken by
agency outlets. Staff costs amounted to RMB62,878 million, representing an increase of RMB3,650 million, or 6.16% compared
with the same period of the prior year. It was mainly because the Bank continued to strengthen the building of a professional
workforce, with steady growth in human resources investment. Depreciation and amortization stood at RMB11,300 million,
representing an increase of RMB2,263 million, or 25.04% compared with the same period of the prior year, mainly because the
Bank increased investment in information technology construction in recent years, driving increase in depreciation of property
and equipment and amortization of intangible assets. Other expenses stood at RMB29,634 million, representing a decrease of
RMB1,446 million, or 4.65% compared with the same period of the prior year.

Major Components of Operating Expenses
/n millions of RMB, except for percentages

Increase/

(decrease) Change (%)

Deposit agency fee and others 102,248 89,182 13,066 14.65
Staff costs 62,878 59,228 3,650 6.16
Depreciation and amortization 11,300 9,037 2,263 25.04
Taxes and surcharges 2,620 2,468 152 6.16
Other expenses 29,634 31,080 (1,446) (4.65)
Total operating expenses 208,680 190,995 17,685 9.26

Credit Impairment Losses

During the reporting period, the Bank continued to adhere to a prudent risk management policy and made a provision for
impairment in an objective and reasonable manner. In 2022, the credit impairment losses amounted to RMB35,328 million,
representing a decrease of RMB11,310 million, or 24.25% compared with the same period of the prior year, among which, the
impairment losses on loans to customers amounted to RMB37,588 million, representing an increase of RMB8,860 million, or
30.84% compared with the same period of the prior year; impairment losses on financial investments amounted to RMB-2,745
million, representing a decrease of RMB14,945 million compared with the same period of the prior year, which was mainly
attributable to the impact of incorporating wealth management assets at risk into its balance sheet last year.

Income Tax Expenses

During the reporting period, the Bank’s income tax expenses amounted to RMB6,009 million, representing an increase of
RMB1,087 million, or 22.08% compared with the same period of the prior year, primarily due to the growth in profit before
income tax.
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Segment Information
Operating Income by Business Segment

/n millions of RMB, except for percentages

2022
Amount Percentage (%) Amount Percentage (%)
Personal banking 235,420 70.19 221,883 69.53
Corporate banking 50,128 14.95 59,105 18.52
Treasury business 49,220 14.67 37,706 11.82
Others 623 0.19 413 0.13
Total operating income 335,391 100.00 319,107 100.00

For further details of business scope of each segment, please refer to “Notes to the Consolidated Financial Statements - 44.1
Operating segment”.

Operating Income by Geographical Region

/n millions of RMB, except for percentages

2022

Amount Percentage (%) Amount Percentage (%)
Head Office 9,290 2.77 23,092 7.24
Yangtze River Delta 52,957 15.79 48,530 15.21
Pearl River Delta 44,196 13.18 39,575 12.40
Bohai Rim 50,299 15.00 45,811 14.36
Central China 92,198 27.48 82,694 25.91
Western China 65,598 19.56 60,297 18.90
Northeastern China 20,853 6.22 19,108 5.98
Total operating income 335,391 100.00 319,107 100.00

For further details of business scope of each geographical region, please refer to “Notes to the Consolidated Financial
Statements — 44.2 Geographical segment”.

Balance Sheet Analysis

Assets

As at the end of the reporting period, the Bank’s total assets amounted to RMB14,067,282 million, representing an increase of
RMB1,479,409 million, or 11.75% compared with the prior year-end, of which total loans to customers amounted to RMB7,210,433
million, representing an increase of RMB756,334 million, or 11.72% compared with the prior year-end; financial investments
amounted to RMB4,958,899 million, representing an increase of RMB610,279 million, or 14.03% compared with the prior year-
end; cash and deposits with central bank amounted to RMB1,263,951 million, representing an increase of RMB74,493 million,
or 6.26% compared with the prior year-end. In terms of the structure, net loans to customers accounted for 49.60% of total
assets, representing an increase of 0.05 percentage point compared with the prior year-end; financial investments accounted for
35.25% of total assets, representing an increase of 0.70 percentage point compared with the prior year-end; cash and deposits
with central bank accounted for 8.99% of total assets, representing a decrease of 0.46 percentage point compared with the prior
year-end; deposits and placements with banks and other financial institutions and financial assets held under resale agreements
collectively accounted for 4.94% of total assets, representing a decrease of 0.12 percentage point compared with the prior year-
end; the asset structure was further optimized.

.
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Key Items of Assets

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021
Amount Percentage (%) Amount Percentage (%)
Total loans to customers 7,210,433 - 6,454,099 -
Less: Allowance for impairment losses on loans! 232,723 - 216,900 -
Loans to customers, net 6,977,710 49.60 6,237,199 49.55
Financial investments 4,958,899 35.25 4,348,620 34.55
Cash and deposits with central bank 1,263,951 8.99 1,189,458 9.45
Deposits with banks and other financial institutions 161,422 1.15 90,782 0.72
Placements with banks and other financial institutions 303,310 2.16 280,093 2.23
Financial assets held under resale agreements 229,870 1.63 265,229 2.11
Other assets®? 172,120 1.22 176,492 1.39
Total assets 14,067,282 100.00 12,587,873 100.00

Note (1):  Allowance for impairment losses on loans to customers measured at amortized cost.

Note (2):  Other assets consist primarily of property and equipment, deferred tax assets, right-of-use assets, settlement and clearance payables,
other receivables and derivative financial assets, etc.

Loans to Customers
As at the end of the reporting period, total loans to customers amounted to RMB7,210,433 million, representing an increase of
RMB756,334 million, or 11.72% compared with the prior year-end.

Loans to Customers by Business Line

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Personal loans 4,046,105 56.11 3,756,153 58.20
Corporate loans 2,669,362 37.02 2,253,936 34.92
Discounted bills 494,966 6.87 444,010 6.88
Total loans to customers 7,210,433 100.00 6,454,099 100.00

Loans to Customers by Maturity

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Short-term loans 2,607,204 36.16 2,375,999 36.81
Medium- and long-term loans 4,603,229 63.84 4,078,100 63.19
Total loans to customers 7,210,433 100.00 6,454,099 100.00

—
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Loans to Customers by Geographical Region

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Head Office 351,522 4.88 342,903 5.31
Yangtze River Delta 1,464,429 20.31 1,305,967 20.23
Pearl River Delta 946,038 13.12 813,089 12.60
Bohai Rim 1,079,811 14.98 964,919 14.95
Central China 1,772,273 24.57 1,583,333 24,53
Western China 1,217,601 16.89 1,105,157 17.12
Northeastern China 378,759 5.25 338,731 5.26
Total loans to customers 7,210,433 100.00 6,454,099 100.00

Personal Loans

As at the end of the reporting period, the Bank’s total personal loans amounted to RMB4,046,105 million, representing an
increase of RMB289,952 million, or 7.72% compared with the prior year-end.

In particular, personal consumer loans amounted to RMB2,728,645 million, representing an increase of RMB62,715 million, or
2.35% compared with the prior year-end. This was primarily because the Bank strictly implemented the housing credit policy,
offered strong support to meet the needs of first-time home buyers and improvement needs, and made every effort to provide
financial services for residential mortgage loans, which led to the growth in the scale of residential mortgage loans.

Personal micro loans amounted to RMB1,135,194 million, representing an increase of RMB219,840 million, or 24.02% compared
with the prior year-end, mainly because the Bank grasped opportunities brought by the rural revitalization strategy and
comprehensively promoted the digital transformation of Sannong finance and the development of rural credit system, achieving
rapid growth in the scale of micro loans.

Personal Loans by Product Type

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021
Amount Percentage (%) Amount Percentage (%)
Consumer loans 2,728,645 67.44 2,665,930 70.98
Residential mortgage loans 2,261,763 55.90 2,169,309 57.75
Other consumer loans 466,882 11.54 496,621 13.23
Personal micro loans™ 1,135,194 28.06 915,354 24.37
Credit card overdrafts and others 182,266 4.50 174,869 4.65
Total personal loans 4,046,105 100.00 3,756,153 100.00

Note (1): Personal micro loans mainly include loans granted for personal businesses.
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Corporate Loans

As at the end of the reporting period, the Bank’s total corporate loans amounted to RMB2,669,362 million, representing an
increase of RMB415,426 million, or 18.43% compared with the prior year-end. This was primarily because the Bank actively
supported the development strategies of national key regions, supported the development of the real economy and increased
the supply of corporate loans to fields including infrastructure, green development, manufacturing, technological innovation, etc.
In addition, it promoted the establishment of a new “1 plus N” operation and service system in order to improve the professional
service capabilities of corporate banking business, and achieved rapid growth in the scale of corporate loans.

As at the end of the reporting period, the top five industries to which the Bank granted corporate loans were transportation,
storage and postal services; manufacturing; financial services; production and supply of electricity, heating, gas and water;
and real estate industry. The balance of loans extended to the top five industries in aggregate accounted for 71.57% of total
corporate loans, representing a decrease of 1.14 percentage points compared with the prior year-end.

Corporate Loans by Industry

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021
Amount Percentage (%) Amount Percentage (%)
Transportation, storage and postal services 780,283 29.24 706,262 31.33
Manufacturing 409,673 15.35 326,840 14.50
Financial services 254,629 9.54 237,739 10.55
Production and supply of electricity, heating, gas and water 254,075 9.52 229,209 10.17
Real estate 211,525 7.92 138,886 6.16
Wholesale and retail 179,418 6.72 129,855 5.76
Construction 154,868 5.80 119,839 5.32
Leasing and commercial services 148,482 5.56 135,092 5.99
Water conservancy, environmental and public facilities
management 128,776 4.82 110,607 491
Mining 70,036 2.62 60,798 2.70
Other industries™ 77,597 291 58,809 2.61
Total corporate loans 2,669,362 100.00 2,253,936 100.00

Note (1):  Other industries consist of the agriculture, forestry, animal husbandry, fishery; information transmission, computer services and the
software industry, etc.

Discounted Bills

As at the end of the reporting period, the Bank’s discounted bills amounted to RMB494,966 million, representing an increase of
RMB50,956 million, or 11.48% compared with the prior year-end, mainly because the Bank acted proactively to meet customers’
funding needs and facilitated the development of the real economy.

Financial Investments

During the reporting period, the Bank followed investment analysis as guidance, scientifically formulated fund allocation
strategies, reasonably adjusted the investment pace and continued to expand investment channels, achieving steady growth
in financial investments. As at the end of the reporting period, the Bank’s financial investments amounted to RMB4,958,899
million, representing an increase of RMB610,279 million, or 14.03% compared with the prior year-end, primarily due to increased

investments in debt securities, securities investment funds, asset management plans, etc.
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Investments by Product

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Debt securities 3,684,309 74.30 3,237,443 74.45
Securities investment funds 523,774 10.56 390,373 8.98
Interbank certificates of deposits 404,010 8.15 411,468 9.46
Trust investment plans 200,179 4.04 204,783 4.71
Asset management plans 122,943 2.48 80,017 1.84
Others 23,684 0.47 24,536 0.56
Total financial investments 4,958,899 100.00 4,348,620 100.00

Investment Structure by Type of Investment Instruments

In millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Debt instruments 4,947,575 99.77 4,334,932 99.69
Equity instruments 11,324 0.23 13,688 0.31
Total financial investments 4,958,899 100.00 4,348,620 100.00

Financial Investments by Measurement Approach

In terms of measurement approach, as at the end of the reporting period, the Bank'’s financial assets measured at fair value
through profit or loss amounted to RMB863,783 million, representing an increase of RMB113,186 million, or 15.08% compared
with the prior year-end, mainly due to the increase in the scale of securities investment funds and asset management plans;
financial assets measured at fair value through other comprehensive income amounted to RMB425,518 million, representing
an increase of RMB107,498 million, or 33.80% compared with the prior year-end, mainly attributable to the increase in the scale
of government bonds and bonds issued by financial institutions; and financial assets measured at amortized costs stood at
RMB3,669,598 million, representing an increase of RMB389,595 million or 11.88% over the prior year-end, primarily due to the
increase in the scale of government bonds and bonds issued by financial institutions.

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)

Financial assets measured at fair value through

profit or loss 863,783 17.42 750,597 17.26
Financial assets measured at fair value through other

comprehensive income 425,518 8.58 318,020 7.31
Financial assets measured at amortized cost 3,669,598 74.00 3,280,003 75.43
Total financial investments 4,958,899 100.00 4,348,620 100.00

.
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Investments in Debt Securities

As at the end of the reporting period, the Bank'’s investments in debt securities amounted to RMB3,684,309 million, representing
an increase of RMB446,866 million, or 13.80% compared with the prior year-end, mainly because the Bank strengthened its
research and prediction on interest rate trends, seized market opportunities and increased investments in local government
bonds with less capital consumption and tax benefits as well as long duration bonds issued by financial institutions.

Investments in Debt Securities by Issuing Institution

December 31, 2022

/n millions of RMB, except for percentages

December 31, 2021

Item Amount Percentage (%) Amount Percentage (%)
Government bonds 1,538,424 41.76 1,310,629 40.48
Bonds issued by financial institutions 1,937,743 52.59 1,750,392 54.07
Corporate bonds 208,142 5.65 176,422 5.45
Total investments in debt securities 3,684,309 100.00 3,237,443 100.00

Investments in Debt Securities by Remaining Maturity

December 31, 2022

/n millions of RMB, except for percentages

December 31, 2021

Item Amount Percentage (%) Amount Percentage (%)
Overdue 10 0.00 27 0.00
Within 3 months 141,658 3.84 96,977 3.00
3-12 months 318,637 8.65 439,875 13.59
1-5 years 1,524,403 41.38 1,463,183 45.20
Over 5 years 1,699,601 46.13 1,237,381 38.21
Total investments in debt securities 3,684,309 100.00 3,237,443 100.00

Investments in Debt Securities by Currency

December 31, 2022

/n millions of RMB, except for percentages

December 31, 2021

Item Amount Percentage (%) Amount Percentage (%)
RMB 3,629,861 98.52 3,181,529 98.27
Foreign currencies 54,448 1.48 55,914 1.73
Total investments in debt securities 3,684,309 100.00 3,237,443 100.00
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Financial Bond's
As at the end of the reporting period, the Bank held RMB1,937,743 million of financial bonds issued by financial institutions, of
which, bonds issued by policy banks amounted to RMB1,759,487 million, accounting for 90.80% of the total.

The Top Ten Financial Bonds in Terms of Par Value

/n millions of RMB, except for percentages

Annual Allowance for

interest Maturity impairment
Debt Securities Par value rates (%) date losses™
2015 Policy Financial Bonds 69,407.05 3.71 2025/8/31 -
2021 Policy Financial Bonds 40,765.00 3.41 2031/6/7 -
2015 Policy Financial Bonds 38,896.21 3.08 2035/9/28 -
2016 Policy Financial Bonds 33,420.00 3.05 2026/8/25 -
2017 Policy Financial Bonds 32,530.00 4.04 2027/4/10 -
2017 Policy Financial Bonds 32,160.00 4.30 2024/8/21 -
2019 Policy Financial Bonds 31,980.00 3.28 2024/2/11 -
2019 Policy Financial Bonds 31,300.00 3.48 2029/1/8 -
2022 Policy Financial Bonds 30,570.00 2.61 2027/1/27 -
2021 Policy Financial Bonds 29,960.00 3.48 2028/2/4 -

Note (1):  Excludes allowance for impairment losses for the stage 1 set aside in accordance with the new financial instrument standards.

Liabilities

As at the end of the reporting period, the Bank’s total liabilities amounted to RMB13,241,468 million, representing an increase of
RMB1,449,144 million, or 12.29% compared with the prior year-end. Among that, customer deposits amounted to RMB12,714,485
million, representing an increase of RMB1,360,412 million, or 11.98% compared with the prior year-end; deposits and placements
from banks and other financial institutions and financial assets sold under repurchase agreements amounted to a total of
RMB305,115 million, representing an increase of RMB73,098 million, or 31.51% compared with the prior year-end.

Key Items of Liabilities

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Customer deposits 12,714,485 96.02 11,354,073 96.28
Deposits from banks and other financial institutions 78,770 0.59 154,809 1.31
Placements from banks and other financial institutions 42,699 0.32 42,565 0.36
Financial assets sold under repurchase agreements 183,646 1.39 34,643 0.29
Debt securities issued 101,910 0.77 81,426 0.69
Borrowings from central bank 24,815 0.19 17,316 0.15
Other liabilities™ 95,143 0.72 107,492 0.92
Total liabilities 13,241,468 100.00 11,792,324 100.00

Note (1):  Consist of provisions, derivative financial liabilities, employee benefits payable, lease liabilities, agency business liabilities, corporate
income tax payable, deferred tax liabilities and other liabilities.
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Customer Deposits

As at the end of the reporting period, the Bank’s total customer deposits amounted to RMB12,714,485 million, representing an
increase of RMB1,360,412 million, or 11.98% compared with the prior year-end. The scale of core liabilities continued to grow
steadily.

In particular, personal deposits amounted to RMB11,282,197 million, representing an increase of RMB1,236,562 million, or 12.31%
compared with the prior year-end. It was mainly because the Bank took the development of value deposits as the core and
further improved the volume and quality of personal deposits, and realized rapid growth of deposits with maturities of one
year or less. Corporate deposits amounted to RMB1,429,566 million, representing an increase of RMB124,130 million, or 9.51%
compared with the prior year-end. It was mainly because the Bank strengthened comprehensive marketing around key customer
groups, constantly improved the financial service capability for corporate customers, and achieved rapid growth in the scale of
corporate deposits.

Customer Deposits by Product and Customer
/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Item Amount Percentage (%) Amount Percentage (%)
Personal deposits 11,282,197 88.73 10,045,635 88.47
Demand deposits 3,185,218 25.05 3,008,998 26.50
Time deposits 8,096,979 63.68 7,036,637 61.97
Corporate deposits 1,429,566 11.24 1,305,436 11.50
Demand deposits 924,174 7.27 898,371 7.91
Time deposits 505,392 3.97 407,065 3.59
Other deposits! 2,722 0.03 3,002 0.03
Total customer deposits 12,714,485 100.00 11,354,073 100.00

Note (1):  Other deposits consist of remittance payable, credit card deposits and outbound remittance, etc.

Customer Deposits by Geographical Region
/n millions of RMB, except for percentages

December 31, 2022

December 31, 2021

Item Amount Percentage (%) Amount Percentage (%)
Head Office 2,441 0.02 2,597 0.02
Yangtze River Delta 2,000,354 15.73 1,742,301 15.35
Pearl River Delta 1,166,980 9.18 1,062,125 9.35
Bohai Rim 1,944,364 15.29 1,735,582 15.29
Central China 3,960,154 31.15 3,525,754 31.05
Western China 2,707,062 21.29 2,439,846 21.49
Northeastern China 933,130 7.34 845,868 7.45
Total customer deposits 12,714,485 100.00 11,354,073 100.00
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Customer Deposits by Remaining Maturity

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Repayable on demand 4,200,104 33.04 3,967,774 34.95
Within 3 months 3,134,230 24.65 2,771,431 24.41
3-12 months 3,983,662 31.33 3,483,183 30.68
1-5 years 1,396,489 10.98 1,131,685 9.96

Over 5 years = - - -

Total customer deposits 12,714,485 100.00 11,354,073 100.00

Equity

As at the end of the reporting period, the Bank’s total equity amounted to RMB825,814 million, representing an increase of
RMB30,265 million, or 3.80% compared with the prior year-end, mainly due to the realization of RMB85,355 million in net profit
for the year, RMB29,564 million of distributed dividends on ordinary shares, preference shares and perpetual bonds, RMB47,869
million of redeemed offshore preference shares as well as RMB30 billion of proceeds raised by the issuance of perpetual bonds.

Composition of Equity

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Share capital 92,384 11.19 92,384 11.61
Other equity instruments — preference shares - - 47,869 6.02
Other equity instruments — perpetual bonds 139,986 16.95 109,986 13.83
Capital reserve 124,479 15.07 125,486 15.77
Other comprehensive income 4,918 0.60 12,054 1.52
Surplus reserve 58,478 7.08 50,105 6.30
General reserve 178,784 21.65 157,367 19.78
Retained earnings 225,196 27.27 198,840 24.99
Equity attributable to equity holders of the Bank 824,225 99.81 794,091 99.82
Non-controlling interests 1,589 0.19 1,458 0.18
Total equity 825,814 100.00 795,549 100.00

Off-Balance Sheet Items
The Bank’s off-balance sheet items primarily include derivative financial instruments, contingent liabilities and commitments.

Derivative financial instruments mainly include interest rate contracts, exchange rate contracts and others. For details of notional
amount and fair value of derivative financial instruments, please refer to “Notes to the Consolidated Financial Statements - 18
Derivative financial assets and liabilities”.
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Contingent liabilities and commitments mainly consist of lawsuits and claims, capital commitments, credit commitments,
collateralized and pledged assets, and commitments on redemption of government bonds. For details of contingent liabilities
and commitments, please refer to “Notes to the Consolidated Financial Statements — 42 Contingent liabilities and commitments”.
Credit commitments consist of loan commitments, bank acceptances, guarantees and letters of guarantee, letters of credit, and

unused credit card commitments.

Components of Credit Commitments

/n millions of RMB, except for percentages

December 31, 2022 December 31, 2021

Amount Percentage (%) Amount Percentage (%)
Loan commitments 91,593 13.11 152,623 24.18
Bank acceptances 95,218 13.62 36,158 5.73
Guarantees and letters of guarantee 56,229 8.05 42,859 6.79
Letters of credit 65,535 9.38 32,209 5.10
Unused credit card commitments 390,287 55.84 367,441 58.20
Total credit commitments 698,862 100.00 631,290 100.00

Analysis of Cash Flow Statement

During the reporting period, net cash generated from operating activities of the Bank was RMB474,914 million, a year-on-year
increase of RMB365,357 million, mainly due to the increase in customer deposits and cash received from financial assets sold
under repurchase agreements as compared to the same period last year.

During the reporting period, net cash used in investing activities of the Bank amounted to RMB511,507 million, representing
a year-on-year increase of RMB328,590 million, primarily due to the increase in cash paid for investments in debt securities
compared to the same period of the prior year.

During the reporting period, net cash used in financing activities of the Bank amounted to RMB37,737 million, compared with
a net cash inflow of RMB52,263 million in the previous year, primarily due to the increase in cash paid for the redemption of
previously issued offshore preference shares as compared to the previous year.

Other Financial Information
Explanation of Changes in Accounting Policies
There were no significant changes in accounting policies of the Bank during the reporting period.

Explanation of Differences in Financial Statements Prepared Under Domestic and International Accounting
Standard's

There was no difference between the net profit and the total equity in the consolidated financial statements prepared by the
Bank under PRC GAAP and the corresponding figures prepared by the Bank under IFRSs.

Information on Debt Securities

During the reporting period, the Bank did not issue any corporate bonds, enterprise bonds or debt financing instruments of
non-financial enterprises that need to be disclosed in accordance with the Standards Concerning the Contents and Formats of
Information Disclosure by Companies Publicly Offering Securities No. 2 - Contents and Formats of Annual Reports (Revision
2021) and the Management Measures for the Information Disclosure of Corporate Credit Bonds.
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Retail Banking Business
I Business Overview

-
The Bank served more than 650 million personal customers.

Retail Banking o 48 Its assets under management (AUM) of personal customers was nearly
RMB1 4tri|lion, an increase of RMB 1 .36 trillion over the prior
year-end.
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Income of personal banking business grew by 6 . 1 O% year on year,
accounting for 7 O . 1 9% of the operating income,
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