Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility
for the contents of this announcement, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this announcement.
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2022 INTERIM RESULTS ANNOUNCEMENT

The Board of Directors (the “Board”) of China Merchants Bank Co., Ltd. (the “Company”)
hereby announces the unaudited results of the Company and its subsidiaries for the six months
ended 30 June 2022. This announcement, containing the full text of the 2022 Interim Report of
the Company, complies with the relevant requirements of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited in relation to information to accompany
preliminary announcements of interim results. Printed version of the Company’s 2022 Interim
Report will in due course be delivered to the H-Share Holders of the Company and available for
viewing on the websites of Hong Kong Exchanges and Clearing Limited (www.hkex.com.hk) and
the Company (www.cmbchina.com).

Publication of Results Announcement

Both the Chinese and English versions of this results announcement are available on the websites
of the Company (www.cmbchina.com) and Hong Kong Exchanges and Clearing Limited
(www.hkex.com.hk). In the event of any discrepancies in interpretations between the English
version and the Chinese version, the Chinese version shall prevail.

The Company also prepared the Interim Report in Chinese in accordance with the PRC
Generally Accepted Accounting Principles, which is available on the websites of the Company
(www.cmbchina.com) and Shanghai Stock Exchange (www.sse.com.cn).

By Order of the Board
China Merchants Bank Co., Ltd.
Miao Jianmin
Chairman

19 August 2022

As at the date of this announcement, the executive director of the Company is Wang Liang;
the non-executive directors of the Company are Miao Jianmin, Fu Gangfeng, Zhou Song, Hong
Xiaoyuan, Zhang Jian and Su Min; and the independent non-executive directors of the Company
are Wong See Hong, Li Menggang, Liu Qiao, Tian Hongqi, Li Chaoxian and Shi Yongdong.
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Definitions / Significant Risk Warning

Definitions

The Company, the Bank, CMB or China Merchants Bank:

China Merchants Bank Co., Ltd.

The Group:

China Merchants Bank and its subsidiaries

CBIRC:

China Banking and Insurance Regulatory Commission
CSRC:

China Securities Regulatory Commission

Hong Kong Stock Exchange or SEHK:

The Stock Exchange of Hong Kong Limited

Hong Kong Listing Rules:

The Rules Governing the Listing of Securities on the SEHK
CMB Wing Lung Bank:

CMB Wing Lung Bank Limited

CMB Wing Lung Group:

CMB Wing Lung Bank and its subsidiaries

CMB Financial Leasing or CMBFL:

CMB Financial Leasing Co., Ltd.

CMB International Capital or CMBIC:

CMB International Capital Holdings Corporation Limited
CMB Wealth Management:

CMB Wealth Management Company Limited

China Merchants Fund or CMFM:

China Merchants Fund Management Co., Ltd.

Significant Risk Warning

CIGNA & CMAM:
CIGNA & CMB Asset Management Company Limited
CMB Europe S.A.:

China Merchants Bank (Europe) Co., Ltd. (AR #R7T(BUM)
BIRAR])

CIGNA & CMB Life Insurance:

CIGNA & CMB Life Insurance Co., Ltd.

MUCFC:

Merchants Union Consumer Finance Company Limited
CMB YunChuang:

CMB YunChuang Information Technology Co., Ltd. with
100% equity interest held by the Company indirectly

CMB Network Technology:

China Merchants Bank Network Technology (Shenzhen)
Co., Ltd. with 100% equity interest held by the Company
indirectly

Deloitte Touche Tohmatsu Certified Public
Accountants LLP:

Deloitte Touche Tohmatsu Certified Public Accountants
LLP (Special General Partnership)

SFO:

Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

Model Code:

Model Code for Securities Transactions by Directors of
Listed Issuers of Hong Kong Stock Exchange

The Company has disclosed herein the major risks involved in its operations and the proposed risk management measures.
Please refer to Chapter Ill for the details in relation to risk management.
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Important Notice

1. The Board of Directors, the Board of Supervisors, Directors, Supervisors and senior management of the Company
confirm that the contents in this annual report are true, accurate, and complete and have no false representations,
misleading statements or material omissions, and they will severally and jointly accept legal responsibility for such
contents.

2. The 5th meeting of the Twelfth Session of the Board of Directors of the Company was held on 19 August 2022 by
way of remote video and telephone conference. The meeting was presided by Miao Jianmin, Chairman of the Board
of Directors. 13 out of 13 eligible Directors attended the meeting in person. 8 Supervisors of the Company were
present at the meeting. The convening of the meeting complied with the relevant provisions of the Company Law of
the People’s Republic of China and the Articles of Association of China Merchants Bank Co., Ltd..

3. The Company will not implement the profit appropriation nor will it transfer any capital reserve into share capital for
the first half of 2022.

4. The financial report in this report is unaudited.

5. Unless otherwise stated, all monetary sums stated in this report are expressed in RMB.

6. Miao Jianmin, Chairman of the Board of Directors, Wang Liang, President, Chief Executive Officer, Chief Financial

Officer and Secretary of the Board of Directors, and Li Li, the person in charge of the Finance and Accounting
Department, hereby make representations in respect of the truthfulness, accuracy and completeness of the financial
information in this report.

7. We have included in this report certain forward-looking statements with respect to the financial position, operating
results and business development of the Group. We use words such as “will”, “may”, “expect”, "“try”, “strive”,
“plan”, "anticipate”, "aim at”, and similar expressions to indicate forward-looking statements. These statements
are based on current plans, estimates and projections. Although we believe that the expectations reflected in these
forward-looking statements are reasonable, we give no assurance that these expectations will turn into reality or
prove to be correct. Therefore, they should not be deemed as the Group’s commitments. Investors should not
place undue reliance on such statements and should pay attention to investment risks. You are cautioned that such
forward-looking statements are related to future events or future financial position, business, or other performances
of the Group, and are subject to a number of uncertainties which may cause substantial differences from those in
the actual results.
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Company Information

1.1 Registered Company Name in Chinese: R #R1T% {7 BBR A Fl(Abbreviated Name in Chinese: A #17)
Registered Company Name in English: China Merchants Bank Co., Ltd.

1.2 Legal Representative: Miao Jianmin
Authorised Representatives: Wang Liang, Ho Wing Tsz Wendy
Secretary of the Board of Directors: Wang Liang
Joint Company Secretaries: Wang Liang, Ho Wing Tsz Wendy
Securities Representative: Xia Yangfang

1.3 Registered and Office Address: 7088 Shennan Boulevard, Futian District, Shenzhen, Guangdong Province, China

1.4  Contact Details:
Address: 7088 Shennan Boulevard, Futian District, Shenzhen, Guangdong Province, China
Postcode: 518040
Tel: +86 755 8319 8888
Fax: +86 755 8319 5109
E-mail: cmb@cmbchina.com
Website: www.cmbchina.com
Customer complaint hotline: 95555-7
Credit card complaint hotline: 400 820 5555-7

1.5 Principal Place of Business in Hong Kong: 31/F, Three Exchange Square, 8 Connaught Place, Central, Hong Kong

1.6 Share Listing:
A Shares: Shanghai Stock Exchange
Abbreviated Name of A Shares: CMB
Stock Code: 600036
H Shares: SEHK
Abbreviated Name of H Shares: CM BANK
Stock Code: 03968
Domestic Preference Shares: Shanghai Stock Exchange
Abbreviated Name of Shares: Zhao Yin You 1 (3BER{E1)
Stock Code: 360028
Offshore Preference Shares: SEHK
Abbreviated Name of Shares: CMB 17USDPREF
Stock Code: 04614

1.7 Domestic Auditor: Deloitte Touche Tohmatsu Certified Public Accountants LLP
Office Address: 30th Floor, Bund Center, 222 Yan'an Road East, Shanghai, China
International Auditor: Deloitte Touche Tohmatsu
Office Address: 35th Floor, One Pacific Place, 88 Queensway, Hong Kong

1.8 Legal Advisor as to PRC Law: JunHe LLP
Legal Advisor as to Hong Kong Law: Herbert Smith Freehills

1.9 Registrar for A Shares: China Securities Depository & Clearing Corporation Ltd., Shanghai Branch
Share Register and Transfer Office as to H Shares: Computershare Hong Kong Investor Services Ltd.
Shops 1712-1716, 17/F, Hopewell Center,
183 Queen’s Road East, Wanchai, Hong Kong
Registrar for Domestic Preference Shares: China Securities Depository & Clearing Corporation Ltd., Shanghai Branch
Registrar and Transfer Agent for Offshore Preference Shares: The Bank of New York Mellon SA/NV,
Luxembourg Branch
1.10 Newspapers and Websites Designated for Information Disclosure:
Mainland China: “China Securities Journal” (www.cs.com.cn), “Securities Times"” (www.stcn.com),
“Shanghai Securities News"” (www.cnstock.com)
website of Shanghai Stock Exchange (www.sse.com.cn)
website of the Company (www.cmbchina.com)
Hong Kong: website of Hong Kong Exchanges and Clearing Limited (www.hkex.com.hk)
website of the Company (www.cmbchina.com)
Place for maintenance of periodic reports: Office of the Board of Directors of the Company
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Chapter Il Summary of Accounting Data and Financial Indicators

Summary of Accounting Data
and Financial Indicators

2.1 Key Accounting Data and Financial Indicators

January to January to Changes

(in millions of RMB, unless otherwise specified) June 2022 June 2021 +/-%

Operating Results

Net operating income 179,077 168,830 6.07

Profit before tax 83,624 76,323 9.57

Net profit attributable to shareholders of the Bank 69,420 61,150 13.52

Per Share (RMB)

Basic earnings attributable to ordinary shareholders

of the Bank @ 2.67 2.35 13.62

Diluted earnings attributable to ordinary shareholders

of the Bank 2.67 2.35 13.62
30 June 31 December Changes

(in millions of RMB, unless otherwise specified) 2022 2021 +/-%

Volume Indicators

Total assets 9,724,996 9,249,021 5.15
of which: total loans and advances to customers & 5,931,807 5,570,034 6.49
Total liabilities 8,829,330 8,383,340 5.32
of which: total deposits from customers @ 7,037,185 6,347,078 10.87
Total equity attributable to shareholders of the Bank 888,032 858,745 3.41

Net assets per share attributable to ordinary

shareholders of the Bank (RMB) @ 30.17 29.01 4.00

Notes:

(1) Net operating income is the sum of net interest income, net fee and commission income, other net income as well as share of profits of joint
ventures and associates.

(2) The Company issued non-cumulative preference shares in 2017, and issued perpetual bonds in July 2020 and December 2021, all of which
were classified as other equity instruments. When calculating the indicators such as basic earnings attributable to ordinary shareholders,
return on average equity and net assets per share, dividends on the preference shares and interests on perpetual bonds paid or accrued in
current period shall be deducted from “net profit attributable to shareholders of the Bank”, while the balance of the preference shares and
perpetual bonds shall be deducted from both the “average equity” and the “net assets”. The Company accrued interests on perpetual bonds
of RMB1.975 billion payable in current period, and did not pay or accrue any dividends on the preference shares.

(3) In accordance with the “Notice on the Revision and Issuance of the Format of the Financial Statements of the Financial Enterprise for

2018" (BERMERTENES 2018 FE & RIS ¥ M A MA IR MR D)) issued by the Ministry of Finance, the interest on financial instruments accrued
based on the effective interest rate method shall be included in the balance of the relevant financial instruments, and shall be reflected in the
relevant items of the financial reports, and the “interest receivable” or “interest payable” item shall no longer be listed separately. The balance
of “interest receivable” or "interest payable” listed in the “other assets” or “other liabilities” item is only the interest receivable or payable
where the relevant financial instruments have expired but the interest has not yet been received or paid at the balance sheet date. Since the
2018 annual report, the Group has adjusted the financial statements and its accompanying notes in accordance with the above requirements.
Unless otherwise stated, the balances of the relevant items herein and set out below do not include the above interest on financial instruments
accrued based on the effective interest rate method.
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2.2 Financial Ratios

January to January to
(%) June 2022 June 2021 Changes
Profitability indicators (annualised)
Return on average assets attributable to Increased by 0.04
shareholders of the Bank 1.46 1.42 percentage point
Return on average equity attributable to ordinary Increased by 0.01
shareholders of the Bank 18.07 18.06 percentage point
Net interest spread 2.33 2.41 Decreased by 0.08
percentage point
Net interest margin @ 2.44 2.49 Decreased by 0.05
percentage point
As percentage of net operating income
— Net interest income 60.14 58.84 Increased by 1.30
percentage points
— Net non-interest income 39.86 41.16 Decreased by 1.30
percentage points
Cost-to-income ratio @ 27.76 27.94 Decreased by 0.18
percentage point
30 June 31 December Changes over
(%) 2022 2021 2021 year-end
Capital adequacy indicators under the Advanced
Measurement Approach @
Core Tier 1 capital adequacy ratio 12.32 12.66 Decreased by 0.34
percentage point
Tier 1 capital adequacy ratio 14.46 14.94 Decreased by 0.48
percentage point
Capital adequacy ratio 16.80 17.48 Decreased by 0.68
percentage point
Equity to total assets 9.21 9.36 Decreased by 0.15
percentage point
Asset quality indicators
Non-performing loan ratio 0.95 0.91 Increased by 0.04
percentage point
Allowance coverage ratio © 454.06 483.87  Decreased by 29.81
percentage points
Allowance-to-loan ratio © 4.32 4.42 Decreased by 0.10
percentage point
January to January to
June 2022 June 2021 Changes
Credit cost ratio (annualised) 0.79 0.56 Increased by 0.23
percentage point
Notes:
(1) Net interest spread = average yield of the total interest-earning assets — average cost ratio of total interest-bearing liabilities.
(2) Net interest margin = net interest income/average balance of total interest-earning assets.
(3) Cost-to-income ratio = operating expenses/net operating income. The numerator does not include taxes and surcharges, provisions for
insurance claims and the depreciation charges on fixed assets under operating lease and investment properties and others.
(4) As at the end of the reporting period, the Group’s Core Tier 1 capital adequacy ratio, Tier 1 capital adequacy ratio and capital adequacy ratio
under the Weighted Approach were 10.73%, 12.60% and 14.03% respectively.
(5) Allowance coverage ratio = allowances for impairment losses/balance of non-performing loans.
(6) Allowance-to-loan ratio = allowances for impairment losses/total loans and advances to customers.
7) Credit cost ratio = expected credit losses of loans and advances to customers/the average of total loans and advances to customers x 100%,

the average of total loans and advances to customers = (total loans and advances to customers at the beginning of the period + total loans
and advances to customers at the end of the period)/2.
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Management Discussion and Analysis

3.1

3.2
3.2.1

Analysis of Overall Operation

During the reporting period, the Group adhered to the concept of dynamic and balanced development of “Quality,
Efficiency and Scale”, and continued to implement its strategic direction of “Light-model Bank” and the strategic
positioning of “One Body with Two Wings” by carrying out various businesses in a sound manner. Both the scale of
assets and liabilities and net profit grew steadily, and the overall asset quality is stable.

During the reporting period, the Group realised the net operating income of RMB179.077 billion, representing
a year-on-year increase of 6.07%; realised a net profit attributable to shareholders of the Bank of RMB69.420
billion, representing a year-on-year increase of 13.52%; realised the net interest income of RMB107.692 billion,
representing a year-on-year increase of 8.41%; and realised the net non-interest income of RMB71.385 billion,
representing a year-on-year increase of 2.73%. The annualised return on average asset (ROAA) attributable to
shareholders of the Bank and the annualised return on average equity (ROAE) attributable to ordinary shareholders
of the Bank were 1.46% and 18.07%, up by 0.04 percentage point and 0.01 percentage point year-on-year,
respectively.

As at the end of the reporting period, the Group’s total assets amounted to RMB9,724.996 billion, representing
an increase of 5.15% as compared with the end of the previous year. The total loans and advances to customers
amounted to RMB5,931.807 billion, representing an increase of 6.49% as compared with the end of the previous
year. Total liabilities amounted to RMB8,829.330 billion, representing an increase of 5.32% as compared with
the end of the previous year. Total deposits from customers amounted to RMB7,037.185 billion, representing an
increase of 10.87% as compared with the end of the previous year.

As at the end of the reporting period, the Group had a total of non-performing loans of RMB56.386 billion,
representing an increase of RMB5.524 billion as compared with the end of the previous year. The non-performing
loan ratio was 0.95%, up by 0.04 percentage point as compared with the end of the previous year. The allowance
coverage ratio was 454.06%, representing a decrease of 29.81 percentage points as compared with the end of
the previous year; the allowance-to-loan ratio was 4.32%, representing a decrease of 0.10 percentage point as
compared with the end of the previous year.

Analysis of Income Statement
Financial highlights

During the reporting period, the Group realised a profit before tax of RMB83.624 billion, representing a year-on-year
increase of 9.57%. The effective income tax rate was 16.29%, representing a year-on-year decrease of 2.94
percentage points. The following table sets out the changes in major income/loss items of the Group during the
reporting period.

January to January to
(in millions of RMB) June 2022 June 2021 Changes
Net interest income 107,692 99,341 8,351
Net fee and commission income 53,405 52,254 1,151
Other net income 16,524 15,050 1,474
Operating expenses (53,976) (50,612) (3,364)
Expected credit losses (41,477) (41,895) 418
Share of profits of joint ventures and associates 1,456 2,185 (729)
Profit before tax 83,624 76,323 7,301
Income tax (13,622) (14,675) 1,053
Net profit 70,002 61,648 8,354

Net profit attributable to shareholders of the Bank 69,420 61,150 8,270
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3.2.2

3.2.3

Net operating income

During the reporting period, the Group realised the net operating income of RMB179.077 billion, representing
a year-on-year increase of 6.07%. The net interest income accounted for 60.14% of the net operating income,
and the net non-interest income accounted for 39.86% of the net operating income, representing a year-on-year
decrease of 1.30 percentage points.

Interest income

During the reporting period, the Group recorded an interest income of RMB172.861 billion, representing a year-
on-year increase of 8.55%, mainly due to the increase in interest-earning assets. Interest income from loans and
advances to customers continued to be the biggest component of the interest income of the Group.

Interest income from loans and advances to customers

During the reporting period, the interest income from loans and advances to customers of the Group was
RMB131.204 billion, representing a year-on-year increase of 7.07%.

The following table sets forth the average balance (daily average balance, same as below), interest income and
annualised average yield of each component of loans and advances to customers of the Group for the periods
indicated.

January to June 2022 2021 January to June 2021

Annualised Annualised

Average Interest average Average Interest Average Average Interest average

(in millions of RMB, except for percentages) balance income  yield (%) balance income yield (%) balance income yield (%)
Corporate loans 2,212,581 42,223 385 2,095,664 80,575 384 2,106,133 39,925 382
Retail loans 3,028,250 83,254 554 2,869,358 159,124 555 2,792,903 77,542 5.60
Discounted bills 491,315 5721 235 399,173 10,963 2.75 352,747 5,070 2.90
Loans and advances to customers 5,732,146 131,204 4,62 5,364,195 250,662 467 5,251,783 122,537 47

During the reporting period, from the perspective of the maturity structure of loans and advances to customers
of the Company, the average balance of short-term loans was RMB2,097.900 billion with the interest income
amounting to RMB52.486 billion, and the average yield reached 5.05%; the average balance of medium-to-long
term loans was RMB3,300.424 billion with the interest income amounting to RMB72.913 billion, and the average
yield reached 4.46%. The average yield of short-term loans was higher than that of medium-to-long term loans,
which was mainly attributable to the higher yield of credit card loans and micro-finance loans in short-term loans
and the higher proportion of these loans.

Interest income from financial investments

During the reporting period, the interest income from financial investments of the Group was RMB31.022 billion,
representing a year-on-year increase of 15.75%. The annualised average yield of financial investments was 3.26%,
representing a year-on-year decrease of 11 basis points, which was mainly attributable to the impact of the falling
market interest rates.

Interest income from balances and placements with banks and other financial institutions

During the reporting period, the interest income of the Group from balances and placements with banks and other
financial institutions was RMB6.612 billion, representing a year-on-year increase of 9.98%, and the annualised
average yield of balances and placements with banks and other financial institutions was 1.94%, representing a
year-on-year increase of 11 basis points, which was primarily attributable to the higher yield of placements with
banks denominated in foreign currencies resulting from the US Federal Reserve's interest rate hike.
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3.2.4 Interest expense

During the reporting period, the interest expense of the Group was RMB65.169 billion, representing a year-on-year
increase of 8.79%, mainly due to the increase in the scale of the interest-bearing liabilities and the increase of the
cost ratio.

Interest expense on deposits from customers

During the reporting period, the Group’s interest expense on deposits from customers was RMB49.791 billion,
representing a year-on-year increase of 23.30%. In addition to the increase in scale, the cost ratio of deposit
increased due to intensified interbank competition and higher requirements for return on deposits from customers.

The following table sets forth the average balances, interest expenses and average cost ratios of the deposits from
corporate and retail customers of the Group for the periods indicated.

January to June 2022 2021 January to June 2021

Annualised Annualised

average Average average

Average Interest  cost ratio Average Interest cost ratio Average Interest cost ratio

(in millions of RMB, except for percentages) balance expense (%) balance expense (%) balance expense (%)
Deposits from corporate customers

Demand 2,599,448 12,819 099 2,396,802 21,873 091 2,360,015 10,587 0.90

Time 1,704,526 22,480 266 1,485,640 39,854 268 1448335 18,982 2.64

Subtotal 4,303,974 35,299 1.65 3,882,442 61,727 159 3,808,350 29,569 1.57

Deposits from retail customers

Demand 1,583,185 2,872 037 1453378 5,110 035 1438987 2,477 035

Time 833,150 11,620 2.81 637,653 17,495 274 620,847 8,337 2

Subtotal 2,416,335 14,492 121 2,091,031 22,605 1.08 2,059,834 10,814 1.06

Total 6,720,309 49,791 149 5973473 84,332 141 5,868,184 40,383 139

Interest expense on deposits and placements from banks and other financial institutions

During the reporting period, the interest expense on deposits and placements from banks and other financial
institutions of the Group amounted to RMB7.960 billion, representing a year-on-year decrease of 11.50%, which
was primarily due to the decrease in funds inflow from banks on the basis of better growth of deposits from
customers, and the decrease in cost ratio.

Interest expense on debt securities issued

During the reporting period, the interest expense on debt securities issued of the Group amounted to RMB5.645
billion, representing a year-on-year decrease of 6.65%, which was mainly due to the decrease in market interest rate
of negotiable interbank certificates of deposits issued.
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3.2.5 Net interest income

During the reporting period, the Group’s net interest income amounted to RMB107.692 billion, representing a year-
on-year increase of 8.41%.

The following table sets out the average balances, interest income/interest expense and average yield/cost ratio of
assets and liabilities of the Group for the periods indicated.

January to June 2022 2021 January to June 2021
Annualised Annualised
Average Interest average Average Interest Average Average Interest average
(in millions of RMB, except for percentages) balance income  yield (%) balance income yield (%) balance income yield (%)
Interest-earning assets
Loans and advances to customers 5,732,146 131,204 462 5,364,195 250,662 467 5251783 122,537 4
Financial investments 1,919,105 31,022 326 1,672,594 56,059 335 1,603,733 26,800 337
Balances with the central banks 559,183 4,03 1.45 533,863 7,792 1.46 535,456 3,894 147
Balances and placements with banks
and other financial institutions 687,240 6,612 1.94 649,046 12,543 1.93 663,011 6,012 1.83
Total 8,897,674 172,861 392 8,219,698 327,056 398 8,053,983 159,243 3.99
Annualised Annualised
average Average average
Average Interest  cost ratio Average Interest cost ratio Average Interest cost ratio
(in millions of RMB, except for percentages) balance expense (%) balance expense (%) balance expense (%)
Interest-bearing liabilities
Deposits from customers 6,720,309 49,791 149 5973473 84,332 141 5,868,184 40,383 139
Deposits and placements from banks
and other financial institutions 994,209 7,960 161 1,076,618 18,083 168 1,080,418 8,99 1.68
Debt securities issued 388,651 5,645 2.93 410,711 12,532 3.05 389,049 6,047 313
Borrowings from the central bank 128,231 1,498 2.36 276,773 7,635 2.76 304,029 4,187 2.78
Lease liabilities 13,673 275 4.06 13,977 555 397 14,370 291 4.08
Total 8,245,073 65,169 159 7,751,552 123,137 159 7,656,050 59,902 1.58
Net interest income /107,692 / /203919 / / 99,341 /
Net interest spread / / 233 / / 2.39 / / 241
Net interest margin / / 2.44 / / 248 / / 249

During the reporting period, the annualised average yield of our interest-earning assets of the Group was 3.92%,
representing a year-on-year decrease of 7 basis points; the annualised average cost ratio of our interest-bearing
liabilities was 1.59%, representing a year-on-year increase of 1 basis point; the net interest spread was 2.33%,
representing a year-on-year decrease of 8 basis points; and the net interest margin was 2.44%, representing a year-
on-year decrease of 5 basis points.
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The following table sets forth the breakdown of changes in interest income and interest expenses due to changes
in volumes and interest rates of the Group for the periods indicated. Changes in volume were measured by changes
in average balances, while changes in interest rates were measured by changes in the average interest rates; the
changes in interest income and interest expenses resulted from the combination of volumes and interest rates have
been allocated to the changes in interest income and interest expenses resulted from volume.

January to June 2022 compared to
January to June 2021

Increase (decrease) due to Net increase

(in millions of RMB) Volume Interest rate (decrease)
Interest-earning assets
Loans and advances to customers 11,011 (2,344) 8,667
Financial investments 5,097 (875) 4,222
Balances with the central banks 182 (53) 129
Balances and placements with banks and

other financial institutions 238 362 600
Changes in interest income 16,528 (2,910) 13,618
Interest-bearing liabilities
Deposits from customers 6,498 2,910 9,408
Deposits and placements from banks and

other financial institutions (659) (375) (1,034)
Debt securities issued (16) (386) (402)
Borrowings from the central bank (2,056) (633) (2,689)
Lease liabilities (15) (1 (16)
Changes in interest expense 3,752 1,515 5,267
Changes in net interest income 12,776 (4,425) 8,351

The following table sets out the average balances, interest income/interest expenses and annualised average yields/
cost ratios of assets and liabilities of the Group for the periods indicated.

April to June 2022 January to March 2022
Annualised Annualised
Average Interest average Average Interest average
(in millions of RMB, except for percentages) balance income  yield (%) balance income  yield (%)
Interest-earning assets
Loans and advances to customers 5,781,135 65,604 455 5,682,613 65,600 4.68
Financial investments 1,965,576 15,864 3.24 1,872,118 15,158 3.28
Balances with the central banks 551,638 2,047 1.49 566,812 1,976 1.41
Balances and placements with banks and
other financial institutions 691,180 3,060 1.78 683,256 3,552 2.1
Total 8,989,529 86,575 3.86 8,804,799 86,286 3.97
Annualised Annualised
average average
Average Interest  cost ratio Average Interest  cost ratio
(in millions of RMB, except for percentages) balance expense (%) balance expense (%)
Interest-bearing liabilities
Deposits from customers 6,843,575 25,981 1.52 6,595,673 23,810 1.46
Deposits and placements from banks and
other financial institutions 988,477 3,885 1.58 1,000,005 4,075 1.65
Debt securities issued 355,266 2,616 2.95 422,407 3,029 2.91
Borrowings from the central bank 124,647 730 2.35 131,855 768 2.36
Lease liabilities 13,275 135 4.08 14,075 140 4.03
Total 8,325,240 33,347 1.61 8,164,015 31,822 1.58
Net interest income / 53,228 / / 54,464 /
Net interest spread / / 2.25 / / 2.39
Net interest margin / / 2.37 / / 2.51

In the second quarter of 2022, the net interest margin and the net interest spread of the Group was 2.37% and
2.25%, respectively, both representing a quarter-to-quarter decrease of 14 basis points. For the analysis of the
reasons behind the decrease in the net interest margin, please refer to 3.9 “Net interest margin” in this Chapter.

"
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3.2.6 Net non-interest income

During the reporting period, the Group recorded a net non-interest income of RMB71.385 billion, representing a
year-on-year increase of 2.73%. The components are as follows:

Net fee and commission income amounted to RMB53.405 billion, representing a year-on-year increase of 2.20%.
Among the fee and commission income, fee and commission income from wealth management amounted to
RMB18.873 hillion, representing a year-on-year decrease of 8.13%; fee and commission income from asset
management amounted to RMB6.339 billion, representing a year-on-year increase of 32.84%; income from bank
card fees amounted to RMB10.706 billion, representing a year-on-year increase of 13.94%; income from settlement
and clearing fees amounted to RMB7.819 billion, representing a year-on-year increase of 7.45%; commission income
from credit commitment and loan business amounted to RMB3.515 billion, representing a year-on-year decrease
of 8.75%; commission income from custody business amounted to RMB3.045 billion, representing a year-on-year
increase of 6.58%; and income from others amounted to RMB7.317 billion, representing a year-on-year increase
of 0.14%. For analysis of the reasons behind changes in fee and commission income, please refer to 3.9 “Net non-
interest income” in this chapter.

Other net non-interest income amounted to RMB17.980 billion, representing a year-on-year increase of 4.32%, of
which, net profit from fair value change amounted to RMB-1.558 billion, representing a year-on-year decrease of
RMB2.254 billion, mainly due to the decline in the valuation of bond investment, the decrease in the net value of
non-monetary fund investments, which was caused by the increase in dividends, and the decreased valuation of
derivative financial instruments; net investment income amounted to RMB11.002 billion, representing a year-on-year
increase of 23.31%, mainly due to the increase in dividends from non-monetary fund investment, income from bond
investment and income from derivative financial instrument investment; net exchange gain amounted to RMB1.718
billion, representing a year-on-year decrease of 10.75%, mainly due to the decrease in gains from foreign currency
derivatives; other income amounted to RMB5.362 billion, representing a year-on-year increase of 52.89%, mainly
due to the increase in income generated from operating lease business of CMB Financial Leasing.

In terms of business segments, the net non-interest income from retail finance amounted to RMB34.061 billion,
representing a year-on-year increase of 3.19% and accounting for 47.71% of the Group's net non-interest income;
the net non-interest income from wholesale finance amounted to RMB30.341 billion, representing a year-on-
year decrease of 0.38% and accounting for 42.50% of the Group’s net non-interest income; the net non-interest
income from other businesses amounted to RMB6.983 billion, representing a year-on-year increase of 15.90% and
accounting for 9.79% of the Group’s net non-interest income.

January to January to Year-on-year
(in millions of RMB) June 2022 June 2021 changes (%)
Fee and commission income (note) 57,614 56,005 2.87
Fees and commissions from wealth management 18,873 20,544 -8.13
Fees and commissions from asset management 6,339 4,772 32.84
Bank card fees 10,706 9,396 13.94
Settlement and clearing fees 7,819 7,277 7.45
Commissions from credit commitment and loan business 3,515 3,852 -8.75
Commissions from custody business 3,045 2,857 6.58
Others 7,317 7,307 0.14
Fee and commission expense (4,209) (3,751) 12.21
Net fee and commission income 53,405 52,254 2.20
Other net non-interest income 17,980 17,235 4.32
Other net income 16,524 15,050 9.79
Net (loss)/profit from fair value change (1,558) 696 N/A
Net investment income 11,002 8,922 23.31
Net exchange gain 1,718 1,925 -10.75
Other income 5,362 3,507 52.89
Share of profits of joint ventures and associates 1,456 2,185 -33.36
Total net non-interest income 71,385 69,489 2.73
Note: Since the 2021 Annual Report, the Group has adjusted the breakdown of fee and commission income. In particular, fees and commissions

from wealth management include income from agency distribution of funds, income from agency distribution of insurance policies, income
from agency distribution of trust schemes, income from agency sales of wealth management services, income from securities brokerage and
income from agency distribution of precious metals. Fees and commissions from asset management mainly include the income from the
issuance and management of various asset management products such as funds, wealth management and asset management plans of China
Merchants Fund, CMB International Capital, CMB Wealth Management and CIGNA & CMAM, all being our subsidiaries. Commissions from
custody business include income from basic asset custody services and value-added services. Others mainly include income from underwriting
of debt and equity, income from service fees from securitisation of credit assets, income from consultancy and advisory services and income
from other intermediate businesses.
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3.2.7 Operating expenses

During the reporting period, the Group's operating expenses amounted to RMB53.976 billion, representing a year-
on-year increase of 6.65%, among which staff costs amounted to RMB34.257 billion, representing an increase
of 9.35% and other operating expenses amounted to RMB19.719 billion', representing an increase of 2.25%
as compared with the corresponding period of the previous year. The Group adhered to technology-enabled
strategy, maintaining its investment in Fintech, continued to consolidate its infrastructure, and further fostered
the development of its digital operation model and capabilities. At the same time, the Group bolstered the refined
cost management. On one hand, the Group continued to promote technology innovation to save traditional costs
while strengthening the monitoring for input and output; on the other hand, the Group took the initiative to
optimise costs and expenses to reduce traditional fixed expenses including office leasing and operating expenses
to continuously improve its resources efficiency. During the reporting period, the Group’s cost-to-income ratio
was 27.76%, representing a decrease of 0.18 percentage point as compared with the corresponding period of the
previous year.

The following table sets forth, for the periods indicated, the principal components of the operating expenses of the

Group.

January to January to
(in millions of RMB) June 2022 June 2021
Staff costs 34,257 31,327
Depreciation, amortisation and rental expenses 7,694 7,151
Other general and administrative expenses 10,282 10,554
Allowances for insurance claims 174 154
Taxes and surcharges 1,569 1,426
Total operating expenses 53,976 50,612

3.2.8 Expected credit losses

During the reporting period, the expected credit losses of the Group were RMB41.477 billion, representing a year-
on-year decrease of 1.00%.

The following table sets forth, for the periods indicated, the principal components of expected credit losses of the

Group.
January to January to
(in millions of RMB) June 2022 June 2021
Loans and advances to customers 22,795 14,457
Financial investments 9,704 9,092
Amounts due from banks and other financial institutions (2,594) 4,419
Expected credit losses relating to financial guarantees and
loan commitments 8,250 13,662
Others 3,322 265
Total expected credit losses 41,477 41,895

The Group adopted the Financial Instruments Standards to make adequate allowances for credit losses by using the
expected credit loss model and the risk quantification parameters such as the probability of customer defaults and
the loss given defaults, after taking into consideration the adjustments in macro perceptiveness. During the reporting
period, credit losses of loans and advances to customers of the Group were RMB22.795 billion, representing a year-
on-year increase of RMB8.338 billion, which was mainly because the Group increased the allowances for credit
losses for certain real estate customers during the reporting period; credit losses relating to amounts due from banks
and other financial institutions amounted to RMB-2.594 billion, representing a year-on-year decrease of RMB7.013
billion, which was mainly due to the reversal of allowances for credit losses as a result of a significant decrease in
amounts purchased under resale agreements as compared with the end of the previous year; expected credit losses
relating to financial guarantees and loan commitments amounted to RMB8.250 billion, representing a year-on-year
decrease of RMB5.412 billion, which was mainly due to the decrease of the allowances recognised in the reporting
period as compared with the corresponding period of the previous year in line with the current risk situation
and based on the previous allowance basis of such business; other credit losses amounted to RMB3.322 billion,
representing a year-on-year increase of RMB3.057 billion, mainly due to the prudent allowances for credit losses of
other receivables during the reporting period.

! Other operating expenses include depreciation, amortisation, leases, taxes and surcharges, allowances for insurance claims and various other
administrative expenses.
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3.3

Analysis of Balance Sheet

3.3.1 Assets

3.3.11

As at the end of the reporting period, the total assets of the Group amounted to RMB9,724.996 billion, representing
an increase of 5.15% as compared to the end of the previous year, which was mainly attributable to the increase in
loans and advances to customers of the Group.

The following table sets forth, as at the dates indicated, the components of the total assets of the Group. To
maintain the figures comparable, the financial instruments in section “3.3.1 Assets” were still analysed on the
statistical calibre excluding interest receivable, except for the following table, in which interest receivable calculated
using the effective interest method was included.

30 June 2022 31 December 2021
Percentage of Percentage of
the total the total
(in millions of RMB, except for percentages) Amount  amount (%) Amount  amount (%)
Total loans and advances to customers 5,942,941 61.11 5,580,885 60.34
Allowances for impairment losses on loans (255,265) (2.62) (245,494) (2.65)
Net loans and advances to customers 5,687,676 58.49 5,335,391 57.69
Investment securities and other financial assets 2,554,914 26.27 2,224,041 24.05
Cash, precious metals and balances with the central banks 587,779 6.04 571,847 6.18
Inter-bank transactions @ 588,358 6.05 799,372 8.64
Goodwill 9,954 0.10 9,954 0.11
Other assets @ 296,315 3.05 308,416 3.33
Total assets 9,724,996 100.00 9,249,021 100.00
Notes:
(W) The "allowances for impairment losses on loans” as at the end of the reporting period include the allowances for impairment losses of

the principal and interest of the loans and advances to customers measured at amortised cost. The allowances for impairment losses of
RMB1.497 billion were not deducted from the carrying values of the loans and advances to customers measured at fair value through other
comprehensive income. For details, please refer to Note 16(a) to the financial statements.

(2) Including deposits and placements with banks and other financial institutions and amounts purchased under resale agreements.

(3) Including fixed assets, right-of-use assets, intangible assets, investment properties, deferred tax assets and other assets.

Loans and advances to customers

As at the end of the reporting period, total loans and advances to customers of the Group amounted to
RMB5,931.807 billion, representing an increase of 6.49% as compared with the end of the previous year; total loans
and advances to customers accounted for 61.00% of the total assets, representing an increase of 0.78 percentage
point as compared with the end of the previous year. For details of the loans and advances to customers of the
Group, please refer to the section headed “Analysis of Loan Quality” in this chapter.
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3.3.1.2 Investment securities and other financial assets

The Group’s investment securities and other financial assets consist of listed and unlisted financial instruments
denominated in RMB and foreign currencies.

The following table sets forth, as at the dates indicated, the components of investment securities and other financial
assets of the Group by line items.

30 June 2022 31 December 2021

Percentage of Percentage of

the total the total

(in millions of RMB, except for percentages) Amount amount (%) Amount amount (%)

Derivative financial assets 20,252 0.80 23,390 1.06

Financial investments at fair value through profit or loss 423,669 16.74 348,123 15.82

- Bond investments 238,258 9.41 176,764 8.03

- Others(ete) 185,411 7.33 171,359 7.79

Debt investments at amortised cost 1,330,259 52.57 1,169,652 53.16

- Bond investments 1,243,022 49.12 1,078,888 49.03

- Non-standardised credit asset investments 130,767 5.17 129,851 5.90

- Others 636 0.03 620 0.03

- Less: allowances for impairment losses (44,166) (1.75) (39,707) (1.80)

Debt investments at fair value through other

comprehensive income 720,851 28.49 628,355 28.56
Equity investments designated at fair value through

other comprehensive income 11,395 0.45 6,995 0.32

Investments in joint ventures and associates 24,203 0.95 23,654 1.08

Total investment securities and other financial assets 2,530,629 100.00 2,200,169 100.00

Note: Including equity investments, investments in funds, wealth management products, long position in precious metal contracts and others.
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Derivative financial instruments

As at the end of the reporting period, the major categories and amount of derivative financial instruments held by
the Group are indicated in the following table. For details, please refer to Note 41(f) to the financial statements.

30 June 2022 31 December 2021
Fair value Fair value
Notional Notional
(in millions of RMB) amount Assets Liabilities amount Assets Liabilities
Interest rate derivatives 1,700,461 9,576 (9,400) 2,641,846 11,877 (11,991)
Currency derivatives 1,170,220 8,787 (11,939) 1,186,030 10,041 (14,054)
Other derivatives 144,049 1,889 (1,906) 139,931 1,472 (1,237)
Total 3,014,730 20,252 (23,245) 3,967,807 23,390 (27,282)

The above table shows the notional value and fair value of the Group’s derivatives by their remaining maturity on
each balance sheet date. The notional value refers only to the transaction volumes that have not yet been due or
completed on the balance sheet date, and does not represent the value at risk.

During the reporting period, the exchange rate of US Dollar against RMB and the interest-rate derivatives market
generally showed a range-bound feature. As an integrated market maker in the interbank RMB and foreign
exchange market and a quote provider for derivatives in the local currency market, the Group was committed to
improving the effectiveness of pricing for foreign exchange derivatives and providing full yield curve two-way quotes
for interest rate derivatives, proactively providing relevant liquidity to the market. Meanwhile, by continuously
leveraging its professional advantages in financial market derivative transactions, the Group kept up its effort in
publicising the exchange rate risk-neutral management concept, helping customers carry out hedging transactions,
and managing various market risks, as a result of which the number of customers served and transaction volumes
continued to grow.

Financial investments at fair value through profit or loss

As at the end of the reporting period, the balance of the financial investments at fair value through profit or loss
amounted to RMB423.669 billion, with bond and fund investments etc. being the major categories. The investments
were made by the Group based on assessments of, among other factors, macroeconomic, monetary and fiscal
policies, industrial policies and market supply and demand, so as to obtain investment income by capturing trading
opportunities in the market. During the reporting period, funding was stable in general and treasury yields fell. The
Group aggressively increased its positions in high-coupon short— and medium-term Chinese government bonds,
achieving substantial returns. For details, please refer to Note 17(a) to the financial statements.

Debt investments at amortised cost

As at the end of the reporting period, the balance of the Group’s debt investments measured at amortised cost
amounted to RMB1,330.259 billion. Among them, the bond investments mainly involved bonds issued by the PRC
government and policy banks. This type of investment was held on a long-term basis for the strategic allocation of
assets and liabilities of the Group, based on the requirements of interest rate risk management of bank accounts
and liquidity management, while taking into account returns and risks. For details, please refer to Note 17(b) to the
financial statements.

Debt investments at fair value through other comprehensive income

As at the end of the reporting period, the balance of debt investments at fair value through other comprehensive
income amounted to RMB720.851 billion, with interest rate bonds such as government bonds and policy bank
bonds and medium-to-high rating quality debenture bonds being the major categories. This type of investment was
based on research and analysis on the bond market, with the purpose of obtaining investment return by capturing
investment and allocation opportunities in the market and constantly optimising asset allocation structure. For
details, please refer to Note 17(c) to the financial statements.

Equity investments designated at fair value through other comprehensive income

As at the end of the reporting period, the balance of equity investments designated at fair value through other
comprehensive income of the Group amounted to RMB11.395 billion. Such investments were mainly non-trading
equity investments held by the Group in the investees over whom the Group had no control, joint control or
significant influence. For details, please refer to Note 17(d) to the financial statements.
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33.13

3.3.2

The composition of the Group’s total bond investments classified by the issuing entities

(in millions of RMB) 30 June 2022 31 December 2021
Official authorities 1,447,302 1,205,718
Policy banks 413,780 390,387
Commercial banks and other financial institutions 215,703 168,483
Others 125,346 119,419
Total bond investments 2,202,131 1,884,007
Note: “Official authorities” include the Ministry of Finance of the PRC, local governments and the Central Bank, etc.; “Others” mainly refer to

enterprises.

Investments in joint ventures and associates

As at the end of the reporting period, the Group's net investments in joint ventures and associates amounted to
RMB24.203 billion, up by 2.32% from the end of the previous year. For details, please refer to Notes 18 and 19 to
the financial statements.

Goodwill

As at the end of the reporting period, the Group had a balance of allowances for impairment losses on goodwill of
RMB579 million and the carrying value of goodwill was RMB9.954 billion.

Liabilities
As at the end of the reporting period, the total liabilities of the Group amounted to RMB8,829.330 billion,

representing an increase of 5.32% as compared with the end of the previous year, which was primarily attributable
to the steady growth of customer deposits as compared to the end of the previous year.

The following table sets forth, as at the dates indicated, the components of the total liabilities of the Group. To
maintain the figures comparable, the financial instruments in section “3.3.2 Liabilities” were still analysed on the
statistical calibre excluding interest payable, except for the following table, in which interest payable calculated
using the effective interest method was included.

30 June 2022 31 December 2021
Percentage of Percentage of
the total the total
(in millions of RMB, except for percentages) Amount amount (%) Amount amount (%)
Deposits from customers 7,084,597 80.24 6,385,154 76.16
Inter-bank transactions @ 941,917 10.67 1,081,328 12.90
Borrowings from the central bank 142,751 1.62 159,987 1.91
Financial liabilities at fair value through profit or
loss and derivative financial liabilities 91,314 1.03 91,043 1.09
Debt securities issued 338,152 3.83 446,645 5.33
Others @ 230,599 2.61 219,183 2.61
Total liabilities 8,829,330 100.00 8,383,340 100.00
Notes:
(1) Including deposits and placements from banks and other financial institutions and amounts sold under repurchase agreements.
2) Including salaries and welfare payable, taxes payable, contract liabilities, lease liabilities, expected liabilities, deferred income tax liabilities and

other liabilities.

17
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Deposits from customers

As at the end of the reporting period, total deposits from customers of the Group amounted to RMB7,037.185
billion, representing an increase of 10.87% as compared with the end of the previous year. Deposits from
customers, accounting for 79.70% of the total liabilities of the Group, were the major funding source of the Group.

The following table sets forth, as at the dates indicated, the deposits from customers of the Group by product type
and customer type.

30 June 2022 31 December 2021

Percentage of Percentage of

the total the total

(in millions of RMB, except for percentages) Amount amount (%) Amount amount (%)

Corporate customer deposits

Demand 2,804,113 39.85 2,652,817 41.80

Time 1,644,872 23.37 1,406,107 22.15

Subtotal 4,448,985 63.22 4,058,924 63.95
Deposits from retail customers

Demand 1,670,011 23.73 1,557,861 24.54

Time 918,189 13.05 730,293 11.51

Subtotal 2,588,200 36.78 2,288,154 36.05

Total deposits from customers 7,037,185 100.00 6,347,078 100.00

During the reporting period, the percentage of daily average balance of the demand deposits to that of the
total deposits from customers of the Group was 62.24%, representing a decrease of 2.21 percentage points as
compared with the previous year. Of these, the daily average balance of corporate demand deposits accounted for
60.40% of that of the corporate deposits, representing a decrease of 1.33 percentage points as compared with
the previous year; the daily average balance of retail demand deposits accounted for 65.52% of that of the retail
deposits, representing a decrease of 3.99 percentage points as compared with the previous year. The decrease in
the proportion of demand deposits is mainly due to the fact that the macro economy was confronted by many
difficulties during the reporting period, coupled with the sporadic outbreak of the pandemic in some regions,
growing downward pressure on the economy and the insufficient liquidity activities of enterprises as well as the
shifting of residents’ investment preference towards time deposits as a result of high volatility of the capital market.

3.3.3 Shareholders’ equity

As at the end of the reporting period, the Group’s equity attributable to shareholders of the Bank was RMB888.032
billion, representing an increase of 3.41% as compared with the end of the previous year, among which retained
profits amounted to RMB456.657 billion, representing an increase of 6.55% as compared with the end of the
previous year; investment revaluation reserve amounted to RMB14.514 billion, representing a decrease of 3.54%
as compared with the end of the previous year, mainly due to the decrease in the valuation of financial assets
measured at fair value through other comprehensive income as compared to the end of the previous year; foreign
currency translation differences amounted to RMB-24 million, representing an increase of RMB2.120 billion as
compared with the end of the previous year, mainly due to the fluctuations in RMB exchange rate.
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3.4 Analysis of Loan Quality

3.4.1 Distribution of loans by 5-tier loan classification

The following table sets forth the 5-tier loan classification of the Group as at the dates indicated.

30 June 2022 31 December 2021

Percentage of Percentage of
(in millions of RMB, except for percentages) Amount  the total (%) Amount the total (%)
Normal 5,815,637 98.04 5,472,563 98.25
Special mention 59,784 1.01 46,609 0.84
Substandard 22,143 0.37 17,490 0.31
Doubtful 23,465 0.40 20,755 0.37
Loss 10,778 0.18 12,617 0.23
Total loans and advances to customers 5,931,807 100.00 5,570,034 100.00
Non-performing loans 56,386 0.95 50,862 0.91
Note: Under the 5-tier loan classification system, non-performing loans of the Group are divided into substandard loans, doubtful loans and loss

loans.

During the reporting period, the Group further heightened the asset classification to fully expose risks. Affected by
the rising risks of real estate customers and the impact of the pandemic in some regions on the retail loan business,
the Group’s balance and percentage of non-performing loans and special-mentioned loans increased as compared
with the end of the previous year. As at the end of the reporting period, the balance of our non-performing loans
amounted to RMB56.386 billion, representing an increase of RMB5.524 billion as compared with the end of the
previous year, with a non-performing loan ratio of 0.95%, representing an increase of 0.04 percentage point as
compared with the end of the previous year. The balance of special-mentioned loans amounted to RMB59.784
billion, representing an increase of RMB13.175 billion as compared with the end of the previous year; the special-
mentioned loan ratio was 1.01%, representing an increase of 0.17 percentage point as compared with the end of
the previous year.
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3.4.2 Distribution of loans and non-performing loans by product type

30 June 2022 31 December 2021
Non- Non-
Loanand  Percentage Non-  performing loanand  Percentage Non- performing
advance ofthe  performing  loan ratio advance of the  performing loan ratio
(in millions of RMB, except for percentages) balance total (%) loan (%)™ balance total (%) loan (%)™
Corporate loans 2,301,082 38.79 31175 1.35 2,150,938 38.62 26,732 1.24
Working capital loans 796,501 13.43 14,141 1.78 729,999 13.11 16,755 2.30
Fixed asset loans 852,754 14.38 11,015 1.29 821,259 14.74 7,267 088
Trade finance 261,950 4.4 498 0.19 257,428 4.63 397 0.15
Others®? 389,877 6.57 5521 1.42 342,252 6.14 2,313 0.68
Discounted bills® 540,351 9.1 - - 431,305 .74 - -
Retail loans 3,090,374 52.10 25211 0.82 2,987,791 53.64 24,130 0.81
Micro-finance loans 609,812 10.28 3,868 0.63 561,871 10.09 3,500 0.62
Residential mortgage loans 1,387,977 23.40 3,786 0.27 1,374,406 24.68 3,821 0.28
Credit card loans 854,562 14.41 14,295 1.67 840,371 15.09 13,846 1.65
Others® 238,023 4.01 3,262 1.37 211,143 378 2,963 1.40
Total loans and advances to customers 5,931,807 100.00 56,386 0.95 5,570,034 100.00 50,862 0.91
Notes:
(1) Represents the percentage of the non-performing loans in a certain category to the total loans of that category.
(2) Consists primarily of other corporate loans such as financial leasing, M&A loans and corporate mortgage loans.
(3) The Company will transfer discounted bills to corporate loans for accounting purposes once overdue.
(4) Consists primarily of general consumer loans, commercial housing loans, automobile loans, house decoration loans, education loans and other

personal loans secured by monetary assets.

With regard to corporate loans, the Group steadily promoted adjustment to the structure of customers, strengthened
the organisation and investment of high-quality assets, actively supported the capital needs of enterprises affected
by the pandemic, and guided corporate credit resources to help bail out enterprises. As at the end of the reporting
period, the balance of our corporate loans amounted to RMB2,301.082 billion, representing an increase of 6.98%
as compared to the end of the previous year, with a corporate loan ratio of 38.79%, an increase of 0.17 percentage
point as compared with the end of the previous year. As affected by the risk exposure of real estate customers,
some fixed asset loans such as real estate projects formed non-performing loans. The balance of non-performing
corporate loans amounted to RMB31.175 billion, an increase of RMB4.443 billion as compared with the end of the
previous year; and the non-performing loan ratio of corporate loans was 1.35%, up by 0.11 percentage point as
compared with the end of the previous year.

With regard to retail loans, the Group has always adhered to the coordinated development of scale and quality of
retail loans, strengthening and deepening the financial services for small- and micro-sized enterprises to support the
recovery and quality development of small- and micro-sized customers. We are committed to compliant operations.
While focusing on supporting the reasonable demand of first-time home buyers and buyers for improved housing,
the Group also steadily promotes the development of credit card business and highlights value-based customer
operations. As at the end of the reporting period, the balance of our retail loans amounted to RMB3,090.374 billion,
representing an increase of 3.43% as compared to the end of the previous year, with a retail loan ratio of 52.10%,
representing a decrease of 1.54 percentage points as compared to the end of the previous year. Of which, micro-
finance loans amounted to RMB609.812 billion, representing an increase of 8.53% as compared with the end of
the previous year. During the reporting period, the asset quality of various types of retail loans maintained relatively
stable. As at the end of the reporting period, the balance of non-performing retail loans amounted to RMB25.211
billion, an increase of RMB1.081 billion as compared with the end of the previous year, with a non-performing loan
ratio of 0.82%, up by 0.01 percentage point as compared with the end of the previous year. Of which, the balance
of non-performing credit card loans amounted to RMB14.295 billion, an increase of RMB449 million as compared
with the end of the previous year; and the non-performing loan ratio of credit card loans was 1.67%, up by 0.02
percentage point as compared with the end of the previous year.
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3.4.3 Distribution of loans and non-performing loans by industry

2

30 June 2022 31 December 2021
Non- Non-
Loanand  Percentage Non-  performing loanand  Percentage Non- performing
advance ofthe  performing  loan ratio advance of the  performing loan ratio
(in millions of RMB, except for percentages) balance total (%) loan (%)™ balance total (%) loan (%)™
Corporate loans 2,301,082 38.79 31175 1.35 2,150,938 38.62 26,732 1.24
Transportation, storage and postal services 472,757 197 1,547 033 445,603 8.00 2,945 0.66
Property development 397,243 6.70 11,208 2.82 401,704 7.21 5,655 1.4
Manufacturing 382,483 6.45 6,179 1.62 333,398 5.99 6,871 2.06
Production and supply of electric power,
heat, gas and water 196,019 330 561 0.29 194,688 3.50 658 034
Leasing and commercial services 181,185 3.05 3,951 218 174,758 3.14 4,054 232
Wholesale and retail 167,048 2.82 2,948 1.76 147,272 264 3,726 253
Finance 106,824 1.80 440 0.41 95,333 1.1 90 0.09
Construction 126,512 213 759 0.60 120,934 217 569 047
Information transmission, software and
IT service 89,402 1.51 235 0.26 65,994 1.18 235 036
Water conservancy, environment and
public utilities 65,035 1.10 156 0.24 65,248 1.17 175 027
Mining 35,984 0.61 713 1.98 34,505 0.62 786 228
Others® 80,590 1.35 2,478 3.07 71,501 129 968 135
Discounted bills 540,351 9.11 - - 431,305 7.74 - -
Retail loans 3,090,374 52.10 25,211 0.82 2,987,791 53.64 24,130 081
Total loans and advances to customers 5,931,807 100.00 56,386 0.95 5,570,034 100.00 50,862 0.91
Notes:
Q)] Represents the percentage of the non-performing loans in a certain category to the total loans of that category.
(2) Consists primarily of agriculture, forestry, animal husbandry, fishery, accommodation and catering, health and social work, etc.

The Group continued to improve the quality and efficiency of our financial services for the real economy, so as
to help stabilise the macro economy, and further increase loans to industries such as new growth engines, green
economy, high-quality manufacturing industries, regional advantageous and characteristic industries, as well as self-
controllable industries to solidly promote the adjustment of the structure of customers and industries. As at the end
of the reporting period, the balance of our manufacturing loans amounted to RMB382.483 billion, representing
an increase of 14.72% as compared with the end of the previous year, accounting for 6.45% of the total loans
and advances to customers, up by 0.46 percentage point as compared with the end of the previous year. At the
same time, the Group closely tracked changes in internal and external situations, and enhanced risk prevention
and control in key areas such as real estate, local government financing platforms and management industries?.
During the reporting period, the non-performing loan ratio of the Group in terms of the real estate industry, health
and social work and other industries increased due to the risk exposure of high-debt real estate enterprises and
individual corporate customers with poor management.

Management industries is a term coined by the Company and refer to 12 industries, including glass manufacturing, textile and chemical fibre, steel trade,
steel and iron, synthetic material manufacturing, chemical fertilizer, basic chemical, metal ore mining, coal chemical, coal trade, coal, nonferrous metal
smelting and calendering (excluding electrolytic aluminium).
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3.4.4 Distribution of loans and non-performing loans by region

30 June 2022 31 December 2021
Non- Non-
Loanand  Percentage Non-  performing Loan and Percentage Non-  performing
advance ofthe  performing  loan ratio advance of the  performing loan ratio
(in millions of RMB, except for percentages) balance total (%) loan (%)™ balance total (%) loan (%)™
Head Office ® 914,290 15.40 16,963 1.86 910,281 16.35 17,862 1.96
Yangtze River Delta 1,301,454 21.94 10,844 0.83 1,200,571 2155 7436 0.62
Bohai Rim 783,371 13.21 4,498 0.57 719,187 12.91 4479 0.62
Pearl River Delta and West Side of
Taiwan Strait 1,092,485 18.42 6,283 0.58 1,007,513 18.09 6,358 0.63
North-eastern China 175,544 2.96 1,878 1.07 168,974 3.03 2,354 1.39
Central China 615,696 10.38 6,466 1.05 569,787 10.23 5,766 1.01
Western China 622,184 10.49 5,052 0.81 581,820 10.45 4,275 073
Overseas 85,247 1.44 537 0.63 94,153 1.69 218 0.23
Subsidiaries 341,536 5.76 3,865 1.13 317,748 570 2,114 0.67
Total loans and advances to customers 5,931,807 100.00 56,386 0.95 5,570,034 100.00 50,862 091
Notes:
(1) Represents the percentage of the non-performing loans in a certain category to the total loans of that category.
(2) The Head Office includes Credit Card Centre.

The Group centred around the national strategy of the coordinated development of regional economy and deepened
its research on regional advantageous industries and sectors to enhance credit policy support and resource allocation
for key construction projects in the Yangtze River Delta, the Guangdong-Hong Kong-Macao Greater Bay Area and
Central and Western China. Meanwhile, the Group promoted the regional development research of “one bank, one
policy”, consolidated and improved differentiated management and control among branches, and closely prevented
regional systematic risks. As at the end of the reporting period, the percentage of the balance of the Group’s loans
extended to regions such as the Yangtze River Delta, the Bohai Rim, the Pearl River Delta and the West Side of
Taiwan Strait and Central and Western China increased as compared with the end of the previous year. Impacted by
the formation of non-performing loans of real estate customers, the non-performing loan ratio of the Yangtze River
Delta, Central and Western China, overseas and subsidiaries increased as compared to the end of the previous year.

3.4.5Distribution of loans and non-performing loans by type of guarantees

30 June 2022 31 December 2021
Non- Non-
Loanand  Percentage Non-  performing loanand  Percentage Non- performing
advance ofthe  performing  loan ratio advance of the  performing loan ratio
(in millions of RMB, except for percentages) balance total (%) loan (%) Mote balance total (%) loan (9p) (ot
Credit loans 2,119,534 35.73 21,553 1.02 1,977,014 3551 19,861 1.00
Guaranteed loans 795,452 13.41 14,565 1.83 752,744 13.51 13,272 1.76
Collateralised loans 2,119,427 35.73 12,916 0.61 2,075,639 37.26 12,684 0.61
Pledged loans 357,043 6.02 7,352 2.06 333332 598 5,045 1.51
Discounted bills 540,351 9.11 - - 431,305 7.74 - -
Total loans and advances to customers 5,931,807 100.00 56,386 0.95 5,570,034 100.00 50,862 0.91

Note: Represents the percentage of the non-performing loans in a certain category to the total loans of that category.

As at the end of the reporting period, the Group’s credit loans increased by 7.21% as compared with the end
of the previous year; guaranteed loans increased by 5.67% as compared with the end of the previous year, and
collateralised and pledged loans increased by 2.80% as compared with the end of the previous year. The non-
performing credit, guaranteed and pledged loan ratio increased as compared with the end of the previous year due
to the formation of non-performing loans in credit card loans and certain large-sized corporate customers.
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3.4.6 Loans to the top ten single borrowers

Percentage of

net capital

Loan and (under the
(in millions of RMB, except for percentages) advance Advanced Percentage of
Top ten balance as at Measurement  total loans and
borrowers  Industry 30 June 2022 Approach) (%) advances (%)
A Transportation, storage and postal services 19,778 1.99 0.33
B Finance 19,276 1.93 0.32
C Transportation, storage and postal services 15,435 1.55 0.26
D Property development 12,605 1.27 0.21
E Transportation, storage and postal services 12,315 1.24 0.21
F Transportation, storage and postal services 11,980 1.20 0.20
G Property development 11,644 1.17 0.20
H Transportation, storage and postal services 10,979 1.10 0.19
I Water, environment and public utilities management 9,442 0.95 0.16
J Property development 8,260 0.83 0.14
Total 131,714 13.23 2.22

As at the end of the reporting period, the loan balance of the Group’s largest single borrower amounted to
RMB19.778 billion, representing 1.99% of the Group's net capital under the Advanced Measurement Approach. As
at the end of the reporting period, the loan balance of the Group’s top ten single borrowers totalled RMB131.714
billion, representing 13.23% of the Group's net capital under the Advanced Measurement Approach, 13.79% of the
Group's net capital under the Weighted Approach, and 2.22% of the Group’s total loans and advances, respectively.

3.4.7 Distribution of loans by overdue term

30 June 2022 31 December 2021

Loan and Percentage Loan and Percentage

advance of total advance of total

(in millions of RMB, except for percentages) balance loans (%) balance loans (%)
Overdue within 3 months 31,934 0.54 22,327 0.40
Overdue from 3 months up to 1 year 18,849 0.32 16,339 0.29
Overdue from 1 year up to 3 years 10,063 0.17 10,849 0.19
Overdue more than 3 years 7,965 0.13 7,911 0.14
Total overdue loans 68,811 1.16 57,426 1.02
Total loans and advances to customers 5,931,807 100.00 5,570,034 100.00

As at the end of the reporting period, overdue loans of the Group amounted to RMB68.811 billion, up by
RMB11.385 billion from the end of the previous year and accounting for 1.16% of its total loans, representing an
increase of 0.14 percentage point as compared with the end of the previous year. Of which, the balance of loans
overdue within 3 months increased by RMB9.607 billion as compared with the end of the previous year, and its
percentage of total loans increased by 0.14 percentage point as compared with the end of the previous year. Of the
overdue loans, collateralised and pledged loans accounted for 32.95%; guaranteed loans accounted for 16.44%;
credit loans accounted for 50.61% (the majority of which were overdue loans of credit cards). The Group adopted
prudent classification criteria for overdue loans, and as at the end of the reporting period, the Group's ratio of non-
performing loans to the loans overdue for more than 90 days was 1.53, and the Company’s ratio of non-performing
loans to the loans overdue for more than 60 days was 1.27.
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3.4.8 Restructured loans

30 June 2022 31 December 2021
Percentage Percentage
of total of total
loans and loans and
(in millions of RMB, except for percentages) Loan balance advances (%) Loan balance  advances (%)
Restructured loans ') 15,428 0.26 16,517 0.30
Of which: restructured loans overdue more than 90 days 8,716 0.15 10,406 0.19

Note: Represents the restructured non-performing loans.

The Group imposed strict and prudent control over loan restructuring. As at the end of the reporting period,
the percentage of the Group's restructured loans to total loans was 0.26%, down by 0.04 percentage point as
compared with the end of the previous year.

3.4.9 Repossessed assets and impairment allowances

3.4.10

As at the end of the reporting period, the balance of repossessed assets (other than financial instruments) of
the Group amounted to RMB629 million. After deducting the impairment allowances of RMB126 million, the
net carrying value amounted to RMB503 million. The balance of repossessed financial instruments amounted to
RMB2.465 billion. After deducting the impairment allowances of RMB313 million, the net carrying value amounted
to RMB2.152 billion.

Changes in the allowances for impairment losses on loans
The following table sets forth the changes in the allowances for impairment losses on loans of the Group.

January to
(in millions of RMB) June 2022 2021
Balance as at the end of the previous year 246,104 234,664
Charge/release for the period 22,795 37,020
Unwinding of discount on impaired loans and advances (120) (247)
Recovery of loans previously written off 5,153 9,893
Write-offs/disposal for the period (18,4438) (35,105)
Foreign exchange rate movements 543 (121)
Balance as at the end of the period 256,027 246,104
Note: Represents the amortised cost on impaired loans as a result of an increase in their present value due to the passage of time.

The Group continued to adopt a stable and prudent policy in respect of making allowances. As at the end of the
reporting period, the balance of allowances for impairment losses on loans of the Group amounted to RMB256.027
billion, representing an increase of RMB9.923 billion as compared with the end of the previous year. The allowance
coverage ratio was 454.06%, representing a decrease of 29.81 percentage points as compared with the end of
the previous year; the allowance-to-loan ratio was 4.32%, representing a decrease of 0.10 percentage point as
compared with the end of the previous year.
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3.5
3.5.1

3.5.2

Analysis of Capital Adequacy

Capital regulatory requirements

The Group continued to optimise its business structure and enhance capital management. During the reporting
period, the Group satisfied various capital requirements of the CBIRC. During the reporting period, the capital
requirement imposed by the CBIRC on the Group and the Company was that: the minimum requirement for each of
the capital adequacy ratio, the Tier 1 capital adequacy ratio and the core Tier 1 capital adequacy ratio was 8%, 6%
and 5% respectively. The Group further made 2.5% provision for the reserve capital based on the above-mentioned
minimum capital requirements, which represented that the capital adequacy ratio, the Tier 1 capital adequacy ratio
and the core Tier 1 capital adequacy ratio of the Group and the Company during the reporting period should not be
lower than 10.5%, 8.5% and 7.5% respectively.

Scope for calculating capital adequacy ratio

The scope for calculating the Group’s capital adequacy ratio includes China Merchants Bank and the financial
institutions in which the Company has direct or indirect investments in compliance with the requirements of the
"Capital Rules for Commercial Banks (Provisional)”. The scope of entities for calculating the capital adequacy ratio of
the Company shall include all the domestic and overseas branches and sub-branches of China Merchants Bank. As
at the end of the reporting period, the Group’s subsidiaries that were within the scope of consolidated statements
in respect of the capital adequacy ratio included: CMB Wing Lung Bank, CMB International Capital, CMB Financial
Leasing, CMB Wealth Management, China Merchants Fund, CIGNA & CMAM and CMB Europe S. A..

According to the regulatory requirements, the Group includes neither the industrial and commercial enterprises, nor
the companies of the insurance type to the consolidated calculation scope of the capital adequacy ratios. Different
types of investees are given different treatments while calculating the consolidated capital adequacy ratio.

No. Type of investee Treatment

1 Financial institutions with majority voting Included in the calculation of consolidated capital adequacy
rights or controlling interests (excluding ratio.
insurance companies)

2 Insurance companies with majority voting Excluded from the calculation of consolidated capital
rights or controlling interests adequacy ratio, deducted corresponding capital investment
from capital at all tiers; deducted the corresponding capital

shortfall, if any.

3 Significant minority investments in capital Excluded from the calculation of consolidated capital
instruments issued by financial institutions adequacy ratio, deducted the part of core Tier 1 capital
investments exceeding 10% of the Company’s net core
Tier 1 capital and deducted all of additional Tier 1 and Tier
2 capital investments from corresponding tiers of capital.
The part failing to reach the deduction threshold shall be

calculated as risk-weighted assets.

4 Non-significant minority investments in capital Excluded from the calculation of consolidated capital
instruments issued by financial institutions adequacy ratio and correspondingly deducted the part of
total investments exceeding 10% of the Company's net core
Tier 1 capital from regulatory capital at all tiers. The part
failing to reach the deduction threshold shall be calculated
as risk-weighted assets.

5 Investments in the equity of industrial and Excluded from the calculation of consolidated capital
commercial enterprises adequacy ratio and calculated as risk-weighted assets.

As at the end of the reporting period, there was no regulatory capital deficiency in the financial institutions in
which the majority or controlling interests are held by the Company as measured in accordance with local regulatory
requirements. During the reporting period, there was no material restriction on capital transfer within the Group.

25



26

China Merchants Bank Chapter IIl Management Discussion and Analysis

Interim Report 2022 (H Share)

3.5.3 Information on capital adequacy ratio

As at the end of the reporting period, the core Tier 1 capital adequacy ratio, the Tier 1 capital adequacy ratio and
the capital adequacy ratio of the Group under the Advanced Measurement Approach was 12.32%, 14.46% and
16.80% respectively, representing a decrease of 0.34, 0.48 and 0.68 percentage point respectively, as compared
with the end of the previous year. For details, please refer to 3.9 “Capital management” in this chapter.

The Group
Increase/decrease at
the end of the
reporting period
as compared with
30 June 31 December the end of the
(in millions of RMB, except for percentages) 2022 2021 previous year (%)
Capital adequacy ratios under
the Advanced Measurement Approach ™
Net core Tier 1 capital 730,081 704,337 3.66
Net Tier 1 capital 857,124 831,380 3.10
Net capital 995,735 972,606 2.38
Risk-weighted assets (without taking into
consideration the floor requirements during
the parallel run period) 5,466,269 5,037,500 8.51
Of which: Credit risk weighted assets 4,835,815 4,441,186 8.89
Market risk weighted assets 94,436 60,296 56.62
Operational risk weighted assets 536,018 536,018 -
Risk-weighted assets (taking into consideration the
floor requirements during the parallel run period) 5,926,077 5,563,724 6.51
Core Tier 1 capital adequacy ratio 12.32% 12.66% Decreased by 0.34

percentage point

Tier 1 capital adequacy ratio 14.46% 14.94% Decreased by 0.48

percentage point

Capital adequacy ratio 16.80% 17.48% Decreased by 0.68

percentage point

Information on leverage ratio @
Balance of adjusted on- and off-balance sheet assets 11,213,363 10,394,899 7.87
Leverage ratio 7.64% 8.00% Decreased by 0.36

percentage point

Notes:

(1

The “Advanced Measurement Approach” refers to the advanced measurement approach set out in the “Capital Rules for Commercial Banks
(Provisional)” issued by the former CBRC on 7 June 2012 (same as below). During the parallel run period when the Advanced Measurement
Approach for capital measurement is implemented, a commercial bank shall use the capital floor adjustment coefficients to adjust the amount
of its risk-weighted assets multiplying the sum of its minimum capital required and reserve capital required, the total amount of capital
deductions and the allowances for excessive loan loss which can be included into capital. The capital floor adjustment coefficients shall be
95%, 90% and 80% respectively in the first year, the second year, and the third (i.e. 2017) and subsequent years during the parallel run
period.

The leverage ratio shall be calculated based on the “Measures for Management of the Leverage Ratio of Commercial Banks (Revised)”
promulgated by the former CBRC on 12 February 2015. The leverage ratio of the Group was 8.07%, 8.00% and 7.42% respectively as at the
end of the first quarter of 2022, the end of 2021 and the end of the third quarter of 2021.
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As at the end of the reporting period, the core Tier 1 capital adequacy ratio, the Tier 1 capital adequacy ratio and
the capital adequacy ratio of the Company under the Advanced Measurement Approach was 11.78%, 14.05% and
16.47% respectively, representing a decrease of 0.37, 0.54 and 0.76 percentage point respectively, as compared
with the end of the previous year.

The Company

Increase/decrease at
the end of the
reporting period

as compared with

30 June 31 December the end of the
(in millions of RMB, except for percentages) 2022 2021 previous year (%)
Capital adequacy ratios under
the Advanced Measurement Approach
Net core Tier 1 capital 637,891 617,403 3.32
Net Tier 1 capital 760,842 741,627 2.59
Net capital 892,039 875,859 1.85
Risk-weighted assets (without taking into
consideration the floor requirements during
the parallel run period) 4,931,388 4,530,952 8.84
Of which: Credit risk weighted assets 4,368,723 4,002,933 9.14
Market risk weighted assets 73,695 39,049 88.72
Operational risk weighted assets 488,970 488,970 -
Risk-weighted assets (taking into consideration the
floor requirements during the parallel run period) 5,417,061 5,082,896 6.57
Core Tier 1 capital adequacy ratio 11.78% 12.15% Decreased by 0.37
percentage point
Tier 1 capital adequacy ratio 14.05% 14.59% Decreased by 0.54
percentage point
Capital adequacy ratio 16.47% 17.23% Decreased by 0.76

percentage point

As at the end of the reporting period, the core Tier 1 capital adequacy ratio, the Tier 1 capital adequacy ratio
and the capital adequacy ratio of the Group under the Weighted Approach was 10.73%, 12.60% and 14.03%
respectively, representing a decrease of 0.44, 0.59 and 0.68 percentage point respectively as compared with the end
of the previous year.

The Group
Increase/decrease at
the end of the
reporting period
as compared with
30 June 31 December the end of the
(in millions of RMB, except for percentages) 2022 2021 previous year (%)
Capital adequacy ratios under
the Weighted Approach ote)
Net core Tier 1 capital 730,081 704,337 3.66
Net Tier 1 capital 857,124 831,380 3.10
Net capital 954,937 927,277 2.98
Risk-weighted assets 6,804,202 6,303,544 7.94
Core Tier 1 capital adequacy ratio 10.73% 11.17% Decreased by 0.44
percentage point
Tier 1 capital adequacy ratio 12.60% 13.19% Decreased by 0.59
percentage point
Capital adequacy ratio 14.03% 14.71% Decreased by 0.68

percentage point

Note: The “Weighted Approach” refers to the Weighted Approach for credit risk, the Standardised Measurement Approach for market risk and
the Basic Indicator Approach for operational risk in accordance with the relevant provisions of the "Capital Rules for Commercial Banks

(Provisional)” issued by the former CBRC on 7 June 2012. Same as below.
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As at the end of the reporting period, the core Tier 1 capital adequacy ratio, the Tier 1 capital adequacy ratio and
the capital adequacy ratio of the Company under the Weighted Approach was 10.14%, 12.09% and 13.53%
respectively, representing a decrease of 0.46, 0.64 and 0.73 percentage point respectively as compared with the end
of the previous year.

The Company

Increase/decrease at
the end of the
reporting period

as compared with

30 June 31 December the end of the

(in millions of RMB, except for percentages) 2022 2021 previous year (%)
Capital adequacy ratios under

the Weighted Approach

Net core Tier 1 capital 637,891 617,403 3.32

Net Tier 1 capital 760,842 741,627 2.59

Net capital 851,242 830,529 2.49

Risk-weighted assets 6,293,578 5,824,290 8.06

Core Tier 1 capital adequacy ratio 10.14% 10.60% Decreased by 0.46

percentage point

Tier 1 capital adequacy ratio 12.09% 12.73% Decreased by 0.64

percentage point

Capital adequacy ratio 13.53% 14.26% Decreased by 0.73

percentage point

3.5.4 Measurement of credit risk capital
Balance of credit risk exposures

During the reporting period, the credit risk of the Company under the internal ratings-based approach (IRB approach)
was classified into six types of risk exposures: sovereign, financial institution, corporate, retail, shareholding and
others. As at the end of the reporting period, the balances of various risk exposures were as follows.

30 June 2022

(in millions of RMB) Type of risk exposure Legal person Group
Portion covered by Financial institution 1,224,979 1,224,979
the IRB approach Corporate 2,421,276 2,421,276
Retail 3,536,927 3,536,927

Of which: Residential mortgage 1,381,875 1,381,875

Quialified revolving retail 1,560,390 1,560,390

Other retail 594,662 594,662

Portion not covered by On-balance sheet 3,818,986 4,292,084
the IRB approach Off-balance sheet 199,428 210,314
Counterparty 17,466 18,424

Balance of asset securitisation risk exposures

The Group uses the Standardised Measurement Approach to calculate its capital requirements of asset securitisation
risk exposures. Risk weight is determined according to the credit ratings of eligible external rating institutions and
the type of asset securitisation. As at the end of the reporting period, the capital requirement of asset securitisation
risk exposure of the Group was RMB2.456 billion and the risk-weighted assets were RMB30.699 billion. As at the
end of the reporting period, the balance of the asset securitisation risk exposures of the Group was as follows.

Item 30 June 2022
(in millions of RMB) Traditional Synthetic
Balance of on-balance sheet asset securitisation risk exposures 19,283 -

Balance of off-balance sheet asset securitisation risk exposures 247 -
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3.5.5

3.5.6

Information on credit risk mitigation

The Group generally transfers or lowers credit risk through collaterals and guarantees. As at the end of the reporting
period, the risk exposures covered by eligible risk mitigation instruments were as follows.

Type of risk exposure 30 June 2022

Eligible

guarantees

Eligible Other and credit

financial eligible derivative
(in millions of RMB) collaterals collaterals instruments Others
On-balance sheet credit risk 120,552 2,249,977 623,978 -
Off-balance sheet credit risk 321,705 8,174 102,084 -
Counterparty credit risk 13,990 - - -

Measurement of market risk capital

The Group uses mixed approaches to calculate its market risk capital requirement. Specifically, it uses the Internal
Model-based Approach to calculate the general market risk capital requirement of the Company (excluding
overseas branches), and uses the Standardised Measurement Approach to calculate the general market risk
capital requirement of overseas branches and subsidiaries of the Company as well as the specific market risk
capital requirement of the Company and its subsidiaries. As at the end of the reporting period, the market risk-
weighted assets of the Group were RMB94.436 billion, and the market risk capital requirement was RMB7.555
billion, of which the general market risk capital requirement calculated under the Internal Model-based Approach
was RMB5.155 billion, and the market risk capital requirement calculated under the Standardised Measurement
Approach was RMB2.400 billion.

The Group’s market risk capital requirement under the Internal Model-based Approach was calculated using the
market risk value based on 250 days of historical market data, a confidence coefficient of 99% and a holding
period of 10 days. The following table sets forth the market risk value indicators of the Group as at the end of the
reporting period.

30 June 2022

Distressed General

market risk market risk

value during value during

No. the reporting  the reporting
(in millions of RMB) Item period period
1 Average value 681 529
2 Maximum value 885 727
3 Minimum value 440 182
4 Value at the end of the period 871 609

Measurement of operational risk capital

The Group uses the Standardised Measurement Approach to calculate its operational risk capital requirements. By
implementing the Standardised Measurement Approach, the Group preliminarily established a complete operational
risk management framework, which enabled us to identify, evaluate, monitor, measure, control and mitigate all
kinds of operational risks in a regular and systematic manner, and helped the Group to dynamically control the
overall circumstance and the development of operational risks of the Group. Furthermore, the Group enhanced its
risk resisting capabilities through adopting control measures and making provision for economic capital. As at the
end of the reporting period, the operational risk capital requirement of the Group was RMB42.881 billion and the
operational risk weighted assets were RMB536.018 billion.
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3.6 Results of Operating Segments

3.7
3.7.1

The principal business segments of the Group include retail finance and wholesale finance. The following table
summarises the operating results of each business segment of the Group for the periods indicated.

Items January to June 2022 January to June 2021
Profit Profit

before tax Net before tax Net

by business operating by business operating
(in millions of RMB) segments income segments income
Retail finance 46,403 97,574 40,580 90,215
Wholesale finance 33,485 74,282 34,762 74,610
Other businesses 3,736 7,221 981 4,005
Total 83,624 179,077 76,323 168,830

Note: Since the middle of 2022 , the Group has adjusted CMB Financial Leasing to the wholesale finance business segment from other business
segments, resulting in the adjustment to the figure of the corresponding period of the previous year.

During the reporting period, profit before tax of retail finance business of the Group amounted to RMB46.403
billion, up by 14.35% year-on-year, accounting for 55.49% of the profit before tax of the Group; net operating
income amounted to RMB97.574 billion, up by 8.16% year-on-year, accounting for 54.49% of the net operating
income of the Group. At the same time, during the reporting period, the cost-to-income ratio of retail finance
business of the Group was 28.02%, representing a year-on-year decrease of 0.75 percentage point.

For the detailed figures of the Group's business and geographical segments, please refer to Note 38 to the financial
statements.

Other Financial Disclosures under the Regulatory Requirements

Balance of off-balance sheet items that may have a material effect on the
financial position and operating results and the related information

The Group’s off-balance sheet items include derivative financial instruments, commitments and contingent
liabilities. Commitments and contingent liabilities include credit commitments, operating leasing commitments,
capital expenditure commitments, securities underwriting commitments, bonds redemption commitments,
pending litigations and disputes and other contingent liabilities. Among which, the credit commitments are the
primary component. As at the end of the reporting period, the balance of credit commitments of the Group was
RMB2,525.313 billion. For details of the contingent liabilities and commitments, please refer to Note 39 to the
financial statements.

3.7.2 Outstanding overdue debts

As at the end of the reporting period, the Group did not have any outstanding overdue debts.
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3.8 Implementation of Business Development Strategies

During the reporting period, the Company followed the established strategic direction and goals to accelerate the
creation of the 3.0 model, striving to enhance the three major capabilities of wealth management, risk management
and Fintech, integrate the professional advantages of investment banking, commercial banking, private banking,
technology and research, and form the unique integrated service characteristics of ICPTR.

1.  Prominent advantages of the business model of extensive wealth management

Firstly, the Company expanded the “vast clientele”. The Company focused on high-quality customer acquisition
channels and continued to optimise its customer acquisition and operation models. The retail finance segment
shifted from the perspective of a bank to the perspective of serving customers, integrated and applied the Bank's
multi-dimensional services, deepened customer segmentation and classification, strengthened the acquisition and
operation of high-quality customers, and continuously improved customer service experience. As at the end of the
reporting period, the Company had 178 million retail customers (including debit and credit card customers), among
which, the number of customers holding wealth products was 40,748,600°, representing an increase of 7.84%
as compared with the end of the previous year, and the number of Sunflower-level and above customers was
4,023,600, representing an increase of 9.58% as compared with the end of the previous year. As at the end of the
reporting period, the aggregate number of CMB APP users was 178 million, and the aggregate number of CMB Life
APP users was 132 million. The wholesale finance segment continued to iterate and optimise the segmentation
and classification service system, focusing on building ecological customer acquisition and operation capabilities
around customers from the inner ring, the middle ring and the outer ring of core enterprises and their industrial
chains and investment chains, with the aim to accelerate the adjustment of the customer structure. As at the end
of the reporting period, the total number of corporate customers of the Company reached 2,410,100. Among
them, the number of corporate customers with a daily average deposit of more than RMB500,000 reached 242,800,
representing an increase of 5.66% over the end of the previous year.

Secondly, the Company built the “comprehensive platform”. The retail finance segment built an open
product platform and operation platform. The “TREE Asset Allocation System of CMB” was upgraded, providing
retail customers with a professional allocation solution that includes four types of wealth management products:
active money management, security management, prudent investment and aggressive investment. As at the end of
the reporting period, the number of customers* who carry out asset allocation under this system reached 7,968,000.
The asset scale of family offices and family trusts under management both exceeded RMB100 billion, with the
increase of the management scale of family trusts in the first half of the year exceeding that of the previous year.
We introduced the wealth management products of peer banks into the retail product system and built a “one-
stop” agency sales platform of wealth management products. As at the end of the reporting period, CMB Wealth
Management and a total of 9 peer bank wealth management subsidiaries were introduced. The Bank introduced
asset management institutions to settle on the “Zhao Cai Hao (#B15%)" open platform through market-oriented
screening, continuously enriching content ecology and customer companionship, so as to improve the investment
experience of their customers. As at the end of the reporting period, a total of 126 asset management institutions
were introduced, representing an increase of 39 as compared with the end of the previous year, providing wealth
information services to customers for more than 221 million times during the reporting period. The wholesale
finance segment continued to promote platform-based operations for financial institution customers, playing a
prominent role in high-quality payroll, IPO escrow collection marketing and quality asset introduction. As at the end
of the reporting period, the “Zhao Ying Tong (38#i8)" platform had connected asset management institutions
including funds, securities companies and insurance companies, and provided customers with a total of 6,658 third-
party asset management products from 87 asset management institutions. During the reporting period, the trading
value of the Company’s third-party asset management products of our financial institution customers on the “Zhao
Ying Tong” platform reached RMB395.123 billion, representing a year-on-year increase of 32.86%.

3 Refers to customers holding wealth products (including wealth management, mutual funds, private equity funds, insurance policies, precious metals, large-
denomination certificates of deposit and other products) at the end of the reporting period.

4 Refers to Golden Card Holder customers and Sunflower customers who allocate their assets to two or more types of products among four wealth
management products.
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Thirdly, the Company built the “diverse ecology”. Through business integration, the Company realised the
"flywheel effect” of mutual promotion across business lines and business units to create rich ecological scenarios
for customers. In terms of retail “One Body” flywheel, the Company thoroughly promoted the integration of
debit card and credit card in respect of customer acquisition and operation. Among the credit card customers,
"dual-card” customers who also held debit cards of the Company accounted for 63.25%, representing an increase
of 0.64 percentage point as compared with the end of the previous year. In terms of “One Body with Two
Wings” flywheel, the Company thoroughly promoted the new model of private banking services integrating
corporate and private banking and fully combined the Company’s ICPTR service resources to provide private banking
customers and the enterprises behind them with “individual + enterprise” integrated services. New progress has
been made in collaborative services for key customer groups in corporate finance and private banking. As at the
end of the reporting period, the coverage rate of private banking services for key enterprises® reached 30.57%.
By fully leveraging retail advantages to continuously expand the scale of custody business, the Company’s custody
scale exceeded RMB20 trillion as at the end of the reporting period, reaching RMB20.58 trillion, representing an
increase of 5.76% from the end of the previous year. In terms of the Group’s flywheel, during the reporting
period, the Company recommended bond assets of RMB63.8 billion for CMB Wealth Management. As at the end
of the reporting period, the underlying products offered to “Zhao Zhao Bao” are all products of CMB Wealth
Management and the number of customers subscribing “Zhao Zhao Bao” reached 20,082,000, an increase of
30.38% as compared with the end of the previous year, with a position amount of RMB186.266 billion at the end
of the period, representing an increase of 37.52% as compared with the end of the previous year. As at the end of
the reporting period, subsidiaries totally contributed RMB2.61 trillion in AUM (total assets under management from
retail customers) balance and RMB745.652 billion in FPA (aggregate financing products to corporate customers)
balance to the Company. As at the end of the reporting period, the scale of China Merchants Fund’s non-monetary
mutual funds ranked among the top five in the industry for the first time.

Increasingly improving digital operation model

In terms of digital services for retail finance, the Company continued to improve the “talent + digitalisation”
capability, and upgraded the operation model from mainly focusing on account management by account managers
to the dual model of “account management + traffic”. In the first half of the year, the intelligent wealth assistant
"Al Xiao Zhao” served 4.87 million customers. During the reporting period, the number of monthly active users
(MAU) of CMB APP and CMB Life APP reached 107 million, and the number of scenarios whose MAU exceeded ten
million reached 19. The Company promoted the organic integration of monthly active users (MAU) and total assets
under management (AUM) to enable more customers to enjoy wealth management services on the Bank's platforms.
As at the end of the reporting period, 98% of the non-cash business of retail customers could be handled through
CMB APP. At the same time, the API (application programming interface) empowered merchant partners to better
manage their customers and provided more diversified services to retail customers, thereby enhancing customer
experience. As at the end of the reporting period, the Company opened 211 API interfaces, launched a total of 2,701
mini programs and introduced 724 merchant partners on CMB APP.

In terms of wholesale financial digital services, the Company accelerated the online and automated transformation
of its business. As at the end of the reporting period, 96% of the basic services of corporate customers were
available online. The percentage of online financing business reached 78.39% and the percentage of online foreign
exchange business reached 58.82%, up by 11.13 percentage points and 25.82 percentage points as compared with
the end of the previous year in terms of the number of transactions of each business, respectively. Empowering
corporate customers through API, as at the end of the reporting period, the Company opened 2,078 API interfaces
to corporate customers, representing an increase of 63% as compared with the end of the previous year, and served
12,001 corporate customers in total, representing an increase of 395% as compared with the end of the previous
year. Non-financial digital products, such as Invoice Cloud (3 252), Sales Cloud ($§% %), Xin Fu Tong (¥74&38), and
Equity Incentive System, were used for customers’ sales, pro