Industrial Bank Co., Ltd.
Feasibility Report on Use of Raised Funds by this Public Offering of A Share Convertible Bond
Industrial Bank Co., Ltd. (hereinafter referred to as the "Company") proposes to raise a total funds of no more than RMB 50 billion by the Public Offering of A Share Convertible Bond (hereinafter referred to as the "Convertible Bond") (hereinafter referred to as "this Offering"). Based on China Securities Regulatory Commission’s Administrative Measures for Securities Issuance of Listed Companies, when a listed company applies for the issuance of securities, the board of directors shall make a resolution on the feasibility report on use of this raised funds and submit it to the general meeting of shareholders for approval. The feasibility analysis report on the Company's use of raised funds is as follows:
I. The total amount and purpose of raised funds by this offering
The total raised funds by this offering of convertible bond of no more than RMB 50 billion will be used to support the future business development of the Company after deducting issuance expenses, and will be used to supplement the core Tier 1 capital of the Company based on the relevant regulation requirements after the convertible bond holders are converted.

II. Necessity analysis of this offering
This offering of convertible bond will help the Company to further strengthen the capital base, enhance risk resistance, better respond to changes in the external operating environment and regulatory environment, continue to maintain stable operation, continuously improve market competitiveness and achieve established strategic goals.

(I) Meet capital regulatory requirements and further strengthen the capital base
Based on the spirit of capital supervision determined in Basel III Accord and Capital Administration Measures for Commercial Banks (Trial) formulated and issued by former China Banking Regulatory Commission, which has been implemented since 2013, comprehensively enhancing the regulatory requirements for commercial banks' capital. The People's Bank of China has implemented the Macro Prudential Assessment System (MPA) since 2016 to guide banking financial institutions to strengthen self-restraint and self-discipline management, of which, the macro prudential capital adequacy ratio is one of the most core indicators to determine the assessment results. In September 2020, the Notice on the Establishment of Countercyclical Capital Buffer Mechanism issued by the People’s Bank of China and China Banking and Insurance Regulatory Commission (hereinafter referred to as the “CBIRC”), which clarified the provision method, coverage and evaluation mechanism of China's countercyclical capital buffer. The countercyclical capital buffer requirement is 0%-2.5%, which is met with core Tier 1 capital. At this stage, the countercyclical capital buffer is tentatively set at 0%, and the countercyclical capital buffer requirements will be regularly evaluated and adjusted in the future, which puts forward higher requirements for the capital adequacy level of commercial banks. In December 2020, the Measures for Systemically Important Banks Assessment jointly issued by the People’s Bank of China and CBIRC, which will be implemented from January 1, 2021, and will impose regulatory requirements on financial institutions selected for domestic systemically important banks in terms of additional capital, leverage ratio, large risk exposure, corporate governance, recovery and resolution plan, information disclosure, data submission and other aspects, of which additional capital is expected to be within 1% and met with core Tier 1 capital.
As of December 31, 2020, the core Tier 1 capital adequacy ratio, Tier 1 capital adequacy ratio and capital adequacy ratio under the Company’s consolidated statements were 9.33%, 10.85% and 13.47% respectively, although still able to meet current capital regulatory requirements, but with the continuous strengthening of supervision, it is necessary for the Company to further strengthen the capital base, reserve buffer space and improve risk resistance while meeting future development needs, in order to respond flexibly to the changing external operating environment and regulatory environment.
(II) Support the Company's transformation and development to better serve the real economy
In recent years, the Company has continuously deepened reform, firmly promoted business transformation, optimized business layout, strengthened risk management and control, and focused on improving digital operation and management capabilities in the new era to ensure the steady and sustainable development of various businesses. As of December 31, 2020, total assets of the Company reached RMB 7.89 trillion, an increase of 10.47% compared with the beginning of the year; in 2020, the Company realized net profit attributable to shareholders of the parent company of RMB 66.626 billion; as of December 31, 2020, the Company’s non-performing loan ratio was 1.25%, the provision loan ratio was 2.74%, and the provision coverage ratio was 218.83%.

With the steady development of various businesses, the Company's risk assets have maintained a reasonable growth, the service to the real economy have continued to increase. As of December 31, 2020, the Company's risk-weighted assets were RMB 5.66 trillion, an increase of 10.55% compared with the beginning of the year; total loans were RMB 3.97 trillion, an increase of 15.23% compared with the beginning of the year. Based on the overall judgment of the development trend of China's banking industry and the Company's actual situation, the Company's business development is expected to maintain a relatively stable growth in the next few years. Meanwhile, the Company will adhere to the philosophy of client-oriented, commercial bank as substance, and investment bank as application, and actively create new growth points; the Company will be committed to the path of multi-market and integrated development, and build a high-quality, efficient and professional comprehensive financial service system. Therefore, it is necessary for the Company to carry out necessary external financing on the basis of the retention of internal profit, to provide a solid capital foundation for the Company's future development and enhance the Company's overall competitiveness.

III. Feasibility analysis of this offering
The Company will lay a more solid foundation for "first-class bank, everlasting IB" through the rational use of the raised funds by this offering of convertible bond, steadily promote the sustainable and healthy development of various businesses, based on the overall requirements for promoting high-quality development and building value bank, serve the real economy as the basic starting point, take financial technology as the core driving force, continue to deepen reform based on the transformation and development needs:

(I) Optimize strategic layout and firmly promote business transformation
The Company will follow the development trend of financial marketization, focus on the real economy integrated financial services needs, continue to firmly implement the "1234" strategy, in-depth adjustment of business layout, form a more reasonable business structure and income structure, achieve internal structure optimization and external incremental development, and drive the Company's high-quality development and development of substance through the strong drive of key products, the potential development of key regions, the service innovation of key industries, and the deepening of cooperation with key customers.
(II) Continuously improve the corporate governance mechanism and improve the internal operational efficiency

The Company has always insisted on improving internal operational efficiency through standardized, professional and scientific management. We will continue to improve the corporate governance mechanism of "the Party committee as the leading core, strategic decision-making by the board of directors, the implementation by senior managers and inspection by the board of supervisors in accordance with the law". Following the trend of national policy and changes in the market environment, the Company will continue to adjust the organizational structure, optimize the system and mechanism, build a process bank, and take a lead in establishing an inclusive financial business system in the industry. We will establish and improve the management structure with relative separation of the client department and the product department, and the relative separation of traditional business and new business, sort out and optimize the supporting mechanism and process, and enhance the endogenous driving force for transformation and development.

(III) Strengthen the group's integrated development and steadily improve its core capabilities

From the two dimensions of banking business extension and cross-industry operation, the Company will steadily drive the process towards integration and a conglomerate. It will continue to optimize the group management and control model, and promote the subsidiaries to strictly implement the group's policies and measures under the guidance of the group's strategic consensus and unified risk preference, integrating them fully into the group's operation and management. In this way, the Company will better achieve the organic integration of the business functions of a commercial bank and an investment bank, the coordination and linkage between the parent bank and its group members, the exchange and sharing of information and resources, and continue to improve our comprehensive service capabilities for clients.

(IV) Deepen technological empowerment and lead digital transformation

Driving change and innovation according to client needs, the Company promotes the organic integration of bank business philosophy and digital business logic from top-level strategy to ecological structure and then to infrastructure. The Company will create a new ecosystem of FGBC integration and empowerment with a platform operation model of “scenario-driven, technological empowerment, openness and win-win”; the Company will use digital tools and methods to integrate channel services and optimize business processes; the Company will create strong business, data and technology middleground, and refine shared reuse capabilities, improve data application capabilities, and enhance support and security capabilities.
In summary, the raised funds by this offering of convertible bond will be used to support the future business development of the Company after deducting issuance expenses, and will be used to supplement the core Tier 1 capital of the Company based on the relevant regulation requirements after the convertible bond holders are converted, which complies with the relevant laws and regulations and capital regulatory requirements. At the same time, this offering of convertible bond will further enhance the Company's capital strength and risk resistance, which is conducive to promoting the Company's sustainable and healthy development, in line with the Company's overall development strategy and the interests of all shareholders. It is necessary and feasible.
Board of Directors of Industrial Bank Co., Ltd. 

May 21, 2021

6

