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Announcement on Diluted Spot Returns and Supplement Measures of the Public Offering of A Share Convertible Bond
The Board of Directors of the Company and all directors guarantee there’s no false account, misleading statement or material omissions of the announcement, and will be jointly and severally be responsible for the truthfulness, accuracy and integrity of the announcement.
Industrial Bank Co., Ltd. (hereinafter referred to as the "Company") proposes to publicly offer A share convertible bond of no more than RMB 50 billion (hereinafter referred to as "this Offering"). Based on the Opinions of General Office of the State Council on Further Strengthening the Protection of Lawful Rights and Interests of Medium and Small-scale Investors in the Capital Market (Guo Ban Fa [2013] No. 110) and Instructions on Relevant Matters of Diluted Spot Returns of Initial Offering and Refinancing and Major Assets Restructuring (CSRC Announcement [2015] No. 31), the Company analyzed the influence of this offering on spot returns and brought up relevant returns remedial measures in light of actual conditions. Details are as follows:
I. Change trend of immediate earnings per share of the Company following this offering
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 relevant regulation requirements after the convertible bond holders are converted.

(I) Main assumptions
1. Assume that there are no major adverse changes in macroscopic economic environment, industrial development trend and operation condition of the Company in 2021.

2. Annual net profit of the Company for 2020 amounted to RMB 66.218 billion which was attributable to shareholders of parent company and excluded non-recurring profit and loss; compared with the growth in 2020, there are three forecasts for net profit of the Company for 2021 which is attributable to shareholders of parent company and excludes non-recurring profit and loss: (1) no growth; (2) growth rate is up to 3%; (3) growth rate is up to 6%. This assumption and analysis do not constitute the prediction of profit of the Company, based on which investors shall not make investment decisions, and the Company will not be responsible for the compensation if investors make investment decision based on such assumption and then suffer from losses.

3. Assume that the Company completes this offering at the end of October 2021, and the raised funds for this offering are in place. The time is only used to calculate the impact of the diluted spot return of this offering of convertible bond on the main financial data and financial indicators, and the actual completion time when the regulatory authority approves this offering shall prevail.
3. Assume that the total raised funds of this offering are RMB 50 billion, and the issuance expense is not considered. The raised funds actual received in this offering of convertible bond will be finally determined according to regulatory department’s approval, subscription and issuance expense.

5. Assume that the conversion price of this convertible bond is RMB 25.50 per share, that is, the average transaction price of the Company’s A share of the first 30 trading days, the first 20 trading days and the previous trading day when the 29th Meeting of the 9th Board of Directors of the Company held (May 21, 2021), and the highest value of the audited net assets per share and the par value of the stock at the end of the most recent period. This conversion price is only used to calculate the impact of the diluted spot return of this offering of convertible bond on the main financial data and financial indicators. The final initial conversion price is determined by the Company’s board of directors (or persons delegated by the board of directors) according to market conditions before issuance, who authorized by the general meeting of shareholders, and the conversion price may be adjusted or revised downward in the future.
6. Assume that the coupon rates of this convertible bond from the first year to the sixth year are 0.2%, 0.5%, 1.0%, 1.5%, 1.8% and 2.0% respectively, and the redemption of unconverted convertible bond at maturity is a price at 105% of the face value of this offering of convertible bond (including the last year's interest). This coupon rate is only a simulative calculated interest rate, and does not constitute a numerical prediction of the actual coupon rate. Assume that the market interest rate of a similar bond without conversion option is 3.81%, it is used to measure the interest expense incurred in the year when this offering of convertible bond is completed.
7. The Company has issued three phases of preferred stock totaling 560 million (Industrial Preferred 1, Industrial Preferred 2 and Industrial Preferred 3), with a par value of RMB 100 per share. Interest will be paid once in each fiscal year in cash. In 2021, a total of RMB 2.841 billion as preferred stock dividends shall be paid for the previous fiscal year. On October 15, 2020, the Company completed the offering of RMB 30 billion of unfixed maturity capital bonds for 2020, with a coupon rate of 4.73%. The total amount of unfixed maturity capital bonds interest payable in 2021 for the previous interest-bearing year is RMB 1.419 billion. It is assumed that in 2021, the full dividend payment of preferred stock and unfixed maturity capital bonds will be paid for one interest-bearing year.
8. The assumption does not take into account the relevant income and the impact on the Company's operating and financial conditions after receiving the raised funds from this offering.
9. Predict the total share capital of the Company’s common stocks based on the total share capital of 20.774 billion stocks before this offering, without considering the changes in shares capital caused by other factors.
(II) Influence analysis of this offering on the immediate earnings per share of the Company

Based on the said assumptions, after this offering is completed, comparison of influence on earnings per share of the Company for 2021 is as follows:
	Items
	2020/

December 31, 2020
	2021/

December 31, 2021

	
	
	Before issuance
	After issuance

	Total capital of common stock (100,000,000 shares)
	207.74
	207.74
	207.74

	Total weighted average capital of common stock (100,000,000 shares)
	207.74
	207.74
	207.74

	Assumption 1: Compared with 2020, there is no growth in net profit for 2021 which is attributable to shareholders of parent company and excludes non-recurring profit and loss

	Net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	662.18
	662.18
	660.08

	Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	636.69
	619.58
	617.48

	Basic earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	3.06
	2.98
	2.97

	Diluted earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	3.06
	2.98
	2.94

	Assumption 2: Compared with 2020, net profit for 2021 is increased by 3% which is attributable to shareholders of parent company and excludes non-recurring profit and loss

	Net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	662.18
	682.05
	679.95

	Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	636.69
	639.44
	637.34

	Basic earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	3.06
	3.08
	3.07

	Diluted earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	3.06
	3.08
	3.03

	Assumption 3: Compared with 2020, net profit for 2021 is increased by 6% which is attributable to shareholders of parent company and excludes non-recurring profit and loss

	Net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	662.18
	701.91
	699.81

	Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss (RMB 100,000,000)
	636.69
	659.31
	657.21

	Basic earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	3.06
	3.17
	3.16

	Diluted earnings per share which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company (RMB/share)
	3.06
	3.17
	3.12


Note:

1. Net profit which is attributable to common shareholders of parent company and excludes non-recurring profit and loss = net profit which is attributable to shareholders of parent company and excludes non-recurring profit and loss - dividend of preferred stocks which is currently declared to be released - current interest expense on capital bonds with no fixed term; 

2. Basic earnings per share and diluted earnings per share are calculated based on Compilation Rules for Information Disclosure by Companies Issuing Securities through Public Offering No.9 --- Calculation and Disclosure of Return on Equity and Earnings per Share.

Based on the above assumption, on the premise that utilization effectiveness of raised funds is not taken into account, after the offering is completed, the basic earnings per share and diluted earnings per share of the Company for 2021 will drop slightly which is deducted with non-recurring profit and loss and then is attributable to common shareholders of parent company.
II. Risk prompts for diluted spot returns of this offering
After this offering of convertible bond is completed and before the full conversion, the number of potentially dilutive common stock issued by the Company will increase accordingly. Without considering the financial return of the raised funds, the Company’s diluted earnings per share attributable to the common shareholders of the parent company may decline after deducting non-recurring profits and losses of that year.
After this offering of convertible bond is completed and before its full conversion, the Company needs to pay interest on the unconverted convertible bond at the pre-agreed coupon rate. Since the coupon rate of the convertible bond is relatively low, under normal circumstances, the profit growth brought by the Company’s utilization of raised funds from the convertible bond will exceed the bond interest paid to convertible bond investors, and will not reduce the Company’s overall income; In extreme cases, if the profit growth brought by the Company’s utilization of raised funds from the convertible bond cannot cover the bond interest paid to convertible bond investors, the Company's after-tax profits will face the risk of decline, which may further have a dilution impact on the immediate return of the Company's common shareholders.
After part or all of the convertible bonds held by investors are converted, the total share capital of the Company will increase accordingly, which may have a dilution impact on the shareholding ratio of the Company's original common shareholders, ROE of the Company and the income from each share.
In addition, this convertible bond has a downward revision clause in the conversion price. When this clause is triggered, the Company may apply for a downward revision of the conversion price, resulting in an increase in the total amount of new share capital due to the conversion of the convertible bond, thereby expanding the potential dilution impact of this convertible bond conversion on the Company’s original common shareholders.
Investors are hereby reminded to pay attention to the risk of diluted spot return of this convertible bond. At the same time, the supplement measures formulated by the Company for diluted spot return are not equivalent to guaranteeing the Company's future profits. The Company will continuously disclose the completion of measures on fulfilling diluted spot return and performance of commitment matters made by related subjects in the regular report.
III. Necessity and rationality of the financing
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.

IV. Relationship between the raised funds investment project and existing businesses of the Company & reserve in personnel, technology, market and the like of the Company involved in such raised funds investment project
(I) Relationship between the raised funds and existing business of the Company

The Company's total raised funds by this offering 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 relevant regulation requirements after the convertible bond holders are converted. It will help increase the Company’s capital adequacy ratio, strengthen the Company’s risk resistance and support Company’s sustainable and healthy development of various businesses.

(II) The Company's reserves in personnel, technology, market and the like in raised funds investment project
In terms of personnel, the Company adheres to the core values of rationality, innovation, people-centered and sharing, promotes a dedicated culture that people fulfill their responsibilities, a culture of hard-working that people dare to work hard and win, a culture of cooperation that people are pragmatic and responsible, and a home culture that people work together and forge ahead, strengthens the talent training system that adapts to the Company's strategic transformation and business development, improves the professional capabilities of the workforce, enhances the cohesiveness and affinity of the workforce, to strongly support the long-term development of the Company.
In terms of technology, the Company drives transformation and innovation with client needs, 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 creates a new ecosystem of FGBC integration and empowerment with a platform operation model of "scenario-driven, technological empowerment, openness and win-win"; the Company uses digital tools and methods to integrate channel services and optimize business processes; the Company creates strong business, data and technology middleground, and refines shared reuse capabilities, improves data application capabilities, and enhances support and security capabilities.
In terms of the market, aiming at building an excellent comprehensive financial service group, the Company is committed to the path of market-oriented, professional and differentiated development. In recent years, the Company has followed the general trend of financial marketization. Centering on the needs of integrated financial services in the real economy, it has firmly implemented the "1234" strategy, and adjusted its business layout, and drives 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.
V. Relevant measures of the Company on compensation returns
This offering is likely to cause spot returns of investors to be diluted. Considering the said situation, the Company will adopt several measures to improve the operation performance of the Company and increase the constant return capability of the Company, of which details are as follows:

(I) Operation and development trend of existing business sectors of the Company and main risks and improvement measures thereof

In the face of severe and complex internal and external situations and challenges brought by the pandemic, the Company implements the national macro-control policy and financial regulatory requirements to ensure security, stabilize development, help the prevention and control of the pandemic, and increases support for the real economy. In this way, various businesses have maintained good development, the transformation has reached a new level, and the quality of operation has been steadily improved.
1. Deposit and loan scale has grown steadily, and profitability has remained stable
As of December 31, 2020, total assets of the Company reached RMB 7.894 trillion, an increase of 10.47% compared with the end of the previous year; total deposit amounted to RMB 4.042894 trillion, an increase of 7.55% compared with the end of the previous year; total loan amounted to RMB 3.965674 trillion, an increase of 15.23% compared with the end of the previous year. The Company's operating income in 2020 was RMB 203.137 billion, increased by 12.04% year on year, and net profit attributable to shareholders of parent company was RMB 66.626 billion, increased by 1.15% year on year.
2. Strategic business is continuous, and unique business is securing its own advantages

(1) Customer Lines

① Enterprise finance business

In terms of green finance, the Company completed ahead of schedule the development goal of "by the end of 2020, the group's green finance financing balance will exceed RMB one trillion, and the number of green finance clients will exceed 10,000". It focuses on key sectors including water resources utilization and protection, solid waste treatment, atmospheric governance, new energy, green transportation and green buildings, and serves key regions such as the Beijing-Tianjin-Hebei region, the Yangtze River Delta region, the Greater Bay Area, and the Yangtze River Economic Belt, and assists in the implementation of national strategies.
In terms of business with large-scale customers, the Company has improved its key customer management system, and has achieved remarkable results in strategic customers, listed companies, and professional customer groups. In the sector of institutional business, the financial agency service at all levels has continued to expand, and the special financial consulting service for bonds has covered all provincial-level regions; in the sector of auto finance, it has sped up the upgrading and application of exclusive products for auto finance, and promote the upgrading and improvement of the "Industrial Auto Finance" platform.
In terms of business with SMEs, the Company focuses on key sectors such as the improvement of basic customer groups both in quantity and quality, the improvement of inclusive finance in quality and efficiency, the financial and technological empowerment of SMEs, and competitiveness enhancement in scientific and innovative finance, and continues to strengthen its financial support for SMEs. The Company has launched the "Industrial Inclusive Loan"; centering on people's livelihood and consumption, successively formulated research reports and supporting sand tables on eight sub-sectors of SMEs; undertaken the building and operation of "Fujian Financial Services Cloud" platform to provide SMEs with online financing services in "finance + technology + data + policy".
In terms of transaction banking, the Company strives to build a comprehensive service platform for supply chain financial ecology. The "Xingxiang Supply Chain" series of online products are becoming complete, and the effect of technology empowerment is significant; it continues to build a "finance + industry ecosystem", and is deeply engaged in the four key industries, healthcare, education, construction and transportation; and it launched a global capital management system, and gradually formed an integrated and diversified cross-border system.
② Retail finance business

In terms of retail wealth management, the Company insisted on selecting high-quality products across the market, enhancing its investment capabilities, and creating value for clients. The wealth business maintained rapid growth. In terms of retail debt, the Company adheres to the expansion of low-cost core liabilities, further improve the "networking project", focuses on promoting the "wholesale" basic settlement business such as payroll service, network-wide acquiring service, and third-party depository, and constantly improves the platform，enriches the scene and improves the ability to expand settlement deposits.
In terms of private banking, the Company strives to build a private banking wealth management service brand "family office", providing domestic high-net-worth individuals and neo-wealthy in the three dimensions of individual, business and family with personalized and comprehensive private banking services in investment, taxation, legal services, merger and acquisition financing, liquidation, cross-border financing, children's education and inheritance.
In terms of credit card service, the business has developed steadily and healthily, and its ability in sophisticated management has been steadily improved. The Company has taken an active part in combating the COVID-19 pandemic, fulfilling its social responsibilities through providing deferred repayment services. The Company grasps the characteristics of risk in the post-pandemic era, increases the application of risk control products based on big data and quantitative scoring models, builds a monitoring and early warning system that combines risks and benefits, controls the growth of new risks, accelerates the mitigation of risks associated with existing loans, strengthens the ability in the collection of non-performing assets, ensuring asset safety.
In terms of retail E-finance, the Company actively uses online platforms to run business operations, adapts to digital transformation, promotes the development of smart banks, and launches the "city service" zone in mobile banking, to build a "finance + life" ecosystem. the Company launches online customer acquisition and sales platform "Online Financing Office" to empower business operations. IB E-mall has launched the "IB Public Welfare" zone for poverty alleviation to promote poverty alleviation through e-commerce and practice inclusive finance.
③ Inter-industry finance business

In terms of inter-industry cooperation, the Company provides integrated financial services for all products including payment and settlement, financing services, investment transactions, and wealth management to inter-industry customers. the Company deepens its comprehensive cooperation with various financial trading venues in clearing agency, fund settlement, financing services, investment transactions and system construction, to form a service system for all customers across the chain, and uses the concept of open banking to collaborate with customers in the same industry to realize open products, shared channels and complementary advantages, and further expands and enhances the value of inter-industry cooperation.
In terms of bank-bank platform, as the Company's first domestic financial inter-industry cooperation brand, it provides various small and medium-sized financial institutions with comprehensive financial services covering wealth management, payment and settlement, capital transactions, asset circulation, cross-border financing, technological financing, and capital supplements, realizing its own commercial value in empowering small and medium-sized banks to transform and develop.
(2) Public product line 

In terms of investment banking, the Company strives to implement the strategic layout of "commercial bank + investment bank", and continues to increase exploration in key areas such as merger and acquisition, private equity, asset securitization, and capital market to promote an optimized customer and a diversified business model.
In terms of asset management, the Company strengthens the role of wealth management as a core and continues to promote the transformation of its wealth management business. The Company focuses on improving the "investment research ecosystem", and establishes a three-dimensional investment research framework covering macro-environment and strategy, large-scale asset allocation research, credit research, industry and individual stock research, and manager research. The Company continues to optimize its product structure, actively participating in the construction of the capital market, and focuses on the distribution of equity products such as fixed income + and multi-asset.
In terms of capital business, the Company continues to strengthen the centralized management and investment operation of fixed income investment business, promotes the brand building of "bond bank" and "FICC bank", and continues to maintain the forefront of market makers in the bond, exchange rate, interest rate and other factor markets, to play a positive role in market liquidity and market pricing efficiency.
In terms of asset custody, the Company steadily promotes product transformation and business sinking, continues to enhance professional service capabilities, and fully leverages its platform advantages as the "information convergence center and resource integration center", and maintains its market position at the forefront.
3. Main risks and improvement measures of the Company

Main risks faced by the Company mainly cover credit risk, liquidity risk, market risk, bank book interest rate risk, operation risk, compliance risk, information technology risk, reputation risk and country risk, etc. Under the impact of COVID-19 pandemic, the global economic has rebalanced and the industrial structure has been re-adjusted, economic growth has declined, commercial banks are confronting greater pressure on credit risk, market risk and liquidity risk, and the operation pressure is further reinforced. Meanwhile, under the framework of Basel III Accord and Capital Administration Measures for Commercial Banks (Trial), the importance of prevention against other risks (including operation risk, compliance risk, information technology risk, reputation risk and country risk) is further stressed.
The Company has formulated a development strategy that emphasizes both business operation and risk management, established a pre-, during, and post-event risk control system with risk asset management as the core, perfected the risk management system and operating procedures of all services, and improved risk accountability and punishment mechanism, incorporating credit risk, market risk, liquidity risk, operational risk, country risk, bank book interest rate risk, reputation risk, strategic risk, information technology risk, money laundering risk assumed by various services and various customers into the scope of comprehensive risk management, and further clarified the specific responsibilities of the board of directors, the board of supervisors, senior management, and the operational executives in risk management, forming a specific, clear and effective comprehensive risk management system. During daily risk management, the Business Department, the Risk Management Functional Department and the Internal Audit Department constitute "three defense lines" against risks with specific responsibilities. They perform their own functions to jointly achieve the purpose of risk management.
(II) Specific supplement measures for diluted spot returns of this offering of the Company

In order to guarantee the effective utilization of raised funds by this offering, promote the healthy and steady development of businesses of the Company, fully protect the interests of shareholders of the Company, especially medium and small-scale shareholders, strengthen the sustainable development ability of the Company, improve the business scale and management performance of the Company, reduce the risk where spot returns will be diluted and provide guarantee for returns of values of medium and long-term shareholders, the Company will take the following steps:

1. Stress capital planning management and keep sufficient and stable capital

The Company will carefully implement and put in place national macro-control policies and regulatory requirements, make dynamic adjustment to the capital planning without delay based on domestic and overseas economic and financial conditions and business development and internal management of the Company, supplement Tier 1 capital and Tier 2 capital in due time by means of endogenous and exogenous methods, improve the capital strength of the Company and ensure the capital level is able to match with future business development and risk condition. The Company will continue to improve the organization structure and system framework of the new capital accord involves capital adequacy ratio management, internal rating management, exposure category, release affirmation, model measurements, system verification, rating application, pressure test, data governance, etc; continue to carry out internal training, cultivate the operation concept of capital constraint risk, and promote the implementation of new capital accord system; strengthen the group's consolidated capital management, make overall consideration of the needs of each consolidated subsidiary’s regulatory compliance, shareholder returns, business development and risk coverage, track and monitor the capital allocation and use of each consolidated subsidiary, and maintain stable capital adequacy level and reasonable capital structure of consolidated subsidiary.
2. Improve the capital utilization efficiency, and reasonably deploy resources

The Company will actively implement the concept of capital intensive operation, strengthen risk-weighted asset management, make every effort to promote the construction of the new Basel III standards, and improve the capital utilization efficiency; the Company will continue to optimize the asset business structure and management process, and keep up with the progress of international capital regulatory reform，and improve capital management. Oriented to efficiency, it will leverage the assessment, spread the philosophy of capital saving to all levels, and effectively improve the capital return.
3. Keep pushing the business line reform, and expand diversified profit channels
Following transformation direction of "light assets, light capital, and high efficiency", aiming to build an excellent comprehensive financial service group, the Company promotes the whole bank's business philosophy from product-driven to client-driven, the business model from high-speed growth to high-quality development, and from a large-scale bank to a value bank, the specific measures include: (1) Adhere to client-driven and technological empowerment, promote the organic integration of the bank's business philosophy and digital business logic, and transform the philosophy of the service-, experience-, value-, and customer-oriented and improve the driving force substantially improved, to build the smart viability and core competitiveness in the digital age; (2) Adhere to the two-way linkage of the commercial bank and the investment bank, and adjust the business layout with the "1234" strategy at the heart, forming a more reasonable business structure and income structure, and realizing internal structure optimization and external incremental development; (3) Adhere to the integration of strategic resources, strengthen the refined and differentiated management of strategic resources, and drives the group'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; (4) Adhere to the overall bank cohesiveness, focusing on customers, optimize and adjust the group’s 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, and to fully integrate 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.
4. Further improve the sustainable, stable and scientific shareholder return mechanism

The Company will maintain the continuity and stability of profit distribution policy, balance the relationship between business sustainable development and comprehensive return of common shareholders, and maintain a consistent, rational and stable cash dividend policy.
VI. Promises of directors and senior management of the Company on taking supplement measures for diluted spot returns of the Company

(I) Promise not to freely or unfairly export interests to other units or individual, or adopt other measures to impair the interests of the Company.

(II) Promise to restrict the job-related consumption on the part of directors and senior management.

(III) Promise not to use assets of the Company to carry out investment or consumption activities irrelevant to duty performance thereof.

(IV) Promise that the remuneration system stipulated by Board of Directors or Remuneration Assessment Committee matches with the implementation of return supplement measures of the Company.

(V) Promise that right conditions for equity incentive of the Company proposed to be released match with the implementation of return supplement measures of the Company if the Company implements the equity incentive.
Hereby Announced.

Board of Directors of Industrial Bank Co., Ltd.

May 21, 2021
18

