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In 2007, against the background of deepened reform and accelerated strategic
transformation, the Bank intensified its efforts in strengthening comprehensive risk
management to effectively prevent and mitigate financial risks, which ensured a further
improvement in the quality of credit assets. According to the Five-Category Loan
Classification System, by the end of 2007, the Bank's NPL ratio on the balance sheet
was 2.45%, continuing the trend of "Double Decline" in both NPL's outstanding and
its ratio.

First, special efforts were made to ensure the "Double Decline". The Bank stepped
up monitoring and guidance on the asset quality in order to prevent and mitigate
potential risks at an early stage. The Bank also watched closely the key projects with
risks, made regular study on their latest developments, and adopted risk-prevention
measures at early stage. By utilizing various means to mitigate NPL and reinforcing
efforts in collection, the Bank witnessed a "Double Decline" in NPL's outstanding and
its ratio.

Second, post-loan management was further strengthened. The Bank improved
working mechanism for post-loan management, and carried out a bank-wide special
inspection on post-loan management, with an aim to correcting the detected problems
in a timely manner. The Bank also intensified management on overseas projects,
formulated the directives on on-site inspection for overseas projects, and worked
together with regulatory authority to conduct on-site overseas inspection.

Third, risk monitoring was intensified by specifying standards for credit assets
classification, and better dynamic management on loan quality. The Bank also enhanced
early warning on country risks and industry risks by releasing 142 country-risk reports
and 20 industry-study reports, while reinforcing the monitoring on loan disbursement
process and carrying out compliance review on the execution of pre-condition of loan
disbursement. Moreover, the Bank standardized the loan guarantee management,
and optimized guarantee structure through various channels. The Bank also strengthened
risk management on overseas correspondent banks by initiating centralized rating and
credit granting for them.

Fourth, constant efforts were made to improve basic credit management by timely
adjusting and perfecting the credit policies and regulations. For instance, the Bank
newly incorporated the standards of energy conservation and emissions reduction into
its rating and credit granting system, while raising its threshold for credit approval and
setting up the mechanism of withdrawing loans from the environmentally-risky projects.

Fifth, the Bank scored remarkable achievements in anti-money-laundering work.
On 1% November 2007, the anti-money-laundering client system was formally put in
use at the Bank, making it one of the four banks that could report anti-money-laundering
data on time among 308 reporting banks countrywide. For this, the Bank was later
recognized and commended at a conference held by China Anti-Money Laundering
Monitoring & Analysis Center.
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