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&2 SRITRASZHER

S|
e
pez| B H2E

i E i .l EL 1 el EH .l

A DR T 491,316.73 | 35835773 |1,120,548.41 | 407.422.17 |1.227,519.76 | 242,537.63
JReA il T M B A T 120,412.22 90,566.60 | 157.844.90 57.870.72 | 586,477.58 | 118,118.00
IR R AR T 30,022.97 41,974.95 83,124.04 44.802.28 38,402.05 15.589.06
ARSIV AT 51,391.00 64,934.02 | 132,959.20 70,492.26 26,814.88 18,302.93
AR5 A 60,042.10 72,585.59 | 146,369.49 83,250.94 17.836.03 13,528.84
HNFERAT 178.74 217.80 936.17 234.05 1,338.76 391.31
P E R AT | 125,674.02 77,791.53 | 349,314.85 80,065.54 77.050.55 15.372.23
Gt 879,037.78 | 70642822 | 1,991,097.06 | 744,137.96 |1975439.61 | 423.840.00




HIURRS  WE

Fik (&%)

Bz sk, HEL LT, TR

L
ATME
£ W R &8
724.,837.54 1,338,763.31 3,564,222.44 2,347,080.84 32.85
162,714.76 758,528.09 1,027.449.46 1,025,083.41 8.05
41,324.84 129,893.09 192,873.90 232,259.38 3.41
77,505.70 188,060.42 288,670.78 341,789.63 5.98
63.607.72 147,749.74 287,855.34 317,115.11 5.72
264.12 1,541.07 2,717.79 2,384.23 0.08
41,514.81 60,080.30 593,554.23 233,309.60 5.40
1,111,769.49 2,624,616.02 5,957,343.94 4,499,022.20 61.49




W T E X AR K R (2014)

2. X RHERZEME

M=R3 HEARRITK. MM

KA S Al 55
A
£V X

1A 6,923.33 1,960,086.51
2A 3,531.66 1,359.464.53
3A 5,510.20 2,012,455.89
45 5,812.09 2,021,306.42
5H 5,711.89 2,043,985.66
6 5,710.80 2,092,072.59
7H 6,372.04 2,226,691.10
8H 5,665.75 1.973,762.46
9H 6,582.56 2,173.499.08
10H 5,692.14 1,796.813.28
11H 5,985.81 1,724,777.40
12H 7,758.22 2,084,018.96
4t 71,256.49 23,468,933.87




SEPUERSY B sR

ZHlFEHITER
HAr: T fLTt
N SR 55 /MF

£ gl SR &
11,849.84 26.,255.54 18,773.17 1,986,342.04
6.782.02 10,205.49 10,313.68 1,369,670.02
10,545.37 16,191.85 16,055.57 2,028.647.73
11,039.06 17.050.09 16.851.15 2.038.356.51
11,339.26 18.080.72 17.051.15 2.062,066.38
11,197.48 17.050.14 16,908.28 2,109,122.73
12,573.27 18,746.16 18,945.31 2.245.437.26
12,302.20 17.581.50 17,967.95 1,991,343.96
13.488.00 19,576.62 20,070.56 2.193,075.70
12,613.79 17.595.07 18.305.93 1,814,408.35
13.435.78 18.925.68 19.421.59 1,743,703.08
16,414.09 23.492.37 24,172.30 2,107,511.33
143,580.16 220,751.23 214,836.65 23,689,685.10




W FEX AR EZRIRE(2014)

R4 REEFERBFRELS

i H

fiid trid

35 eV X ESY 4 .l

BT 3.76 538.15 25.12 5,767.69
FEA DR T 10,090.18 65,006.79 5,425.86 202.,446.73
JBEA7 B ML AR A T 3,512.31 30,690.05 2,938.10 127.858.05
T BDIARTT 1,245.38 20,821.59 2,694.32 86.562.74
KA T 932.67 13,367.00 1,495.41 36.477.83
PAHE AL 44751 3,539.92 793.46 16,233.23
INFEERAT 21.80 480.33 104.64 2,927.82
o [ B it 3 AR A T 199.44 1,901.08 127.14 5,596.37
HAth 3,761.99 3,096.81 4,562.45 8,881.13
At 20,215.04 139.441.71 18,166.49 492.751.60

T L ARR A RIS AT (SRS rLL ) AREA S SR A S 5 T ILI R .
2. “HAb” AR RN RBATA D SIS

3. JEURCTT A AT IR AT DL SR AT T



EIUAAY W Eﬂ

R
Hifi. %, LT
AT
f&id e R A A I ]
A Rl ZER el
14.34 693.29 9.02 4,381.36 6,460.97 4,919.51
11,113.52 69,825.90 10,519.06 239,129.90 272,272.63 304,136.69
1,886.36 33,216.86 2,575.05 113,556.77 161,074.91 144,246.81
1,452.34 18,007.31 1,575.95 53,657.33 104,570.05 74,478.92
1,057.90 9,995.47 1,347.83 26,729.74 46,473.30 40,096.73
3,157.57 2,661.83 682.71 12,461.25 18,895.06 16,001.17
29.47 513.93 47.59 2,071.33 3,441.75 2,551.66
1,418.64 1,612.27 948.10 5,492.77 7,208.64 7,393.85
84.91 2.914.86 461.18 35,271.14 11,795.99 38,367.95
20,215.05 139,441.71 18,166.49 492,751.60 632,193.31 632,193.31




m Wy FEX AR L RIRE(2014)

BiiR5 SRITAW ERPAIITRS M

W fific
Gyl =H o
BUORTEERAT 0.01 0.33
FEA R ERAT 258,453.73 998,597.29
JBAn I B AR A T 69,746.79 667,134.77
T R R AT 24.926.87 330,848.89
KA RV ARAT 28,953.62 151,338.87
PN E I 19,278.50 87.,145.56
HNGEERAT 1.09 193.01
Hh [ IR B it 2 BRA T 1.18 14.09
it 401,361.77 2,235272.80

e R AL AR I AT R SR AT e



SEPUERSY B sR

RET IS HERERR

LEDANIE N oW

£¥id /NMF

ESE & ES e
63.23 9,929.73 63.24 9,930.05
759,031.11 3,692,000.10 1,017,484.84 4,690,597.40
122,808.90 1,859,447.50 192,555.68 2.526,582.27
21,078.94 523.635.62 46,005.81 854.484.52
27.902.53 244.131.03 56.856.15 395.469.90
21,160.78 158.408.44 40.439.28 245,554.00
136.11 132,092.65 137.19 132,285.66
78.270.43 107.879.67 78.271.60 107,893.76
1,030,452.01 6.727.524.75 1.431,813.79 8.962.797.56




m W HEX MR LRI E(2014)

ke RITFEITRS

1 H POSHLI %
KR HEH

55 EH KXl L e

EA DT 387,000.19 152,997.74 334,351.80 74.997.89
JBeA IR AR AT 332,282.97 85,016.05 132,604.89 96,329.82
W RDIART T 28,597.13 12,042.59 28,969.89 10,323.34
AR R T 10,030.88 4,095.09 12,258.28 2.850.76
PR HIAE 28,027.28 19.904.90 22,204.25 11,351.08
HNBEERAT 1,162.41 332.10 186.51 113.77
o ] R i 2 A T 39,769.38 11,554.17 12,615.56 3,314.95
At 1,083.79 412.41 284,762.85 87.073.44
At 827,954.03 286.355.05 827,954.03 286.355.05

Ve TR AR AT B RO I AR EDIL SR AT ST T



SEPUERSY B sR

R ER T
i T {0t
LIS
ATM A
KR ZH &N ZH

EHL ol £V S £V Xl EHL Xl
4,079.81 2,599.57 429886 | 2,609.41 0.00 0.00 0.00 0.00
1,025.62 491.74 896.53 452.30 2.42 32.01 0.30 3.04
909.85 512.76 639.02 441.26 22.12 222.80 24.47 255.35
43431 137.50 515.62 162.65 0.99 14.97 0.67 11.33
1,615.78 915.42 1,706.63 957.97 0.01 0.05 0.01 0.02
10.67 3.86 3.46 2.91 0.00 0.00 0.00 0.00
827.05 27476 749.12 263.57 0.00 0.00 0.00 0.00
49.32 33.66 143.17 79.20 0.31 3.95 0.40 4.04
8.952.41 4,969.27 8.952.41 | 4.969.27 25.85 273.78 25.85 273.78




W HEX MR LRI E(2014)

fi&e RITFEITZS

E|
ez
KR ZH
75 ESYi4 G A G
A DA T 3.87 0.47 0.00 0.00
JBeAn B ARA T 531.45 671.64 126.77 292.62
W DI AR T 323.59 1,311.20 551.07 1,478.27
KA DA T 9.69 38.94 180.19 250.55
ARHE A 20.74 5.60 26.09 7.06
HNGEERAT 0.04 0.02 0.00 0.00
] I i A T 0.03 0.00 0.00 0.00
HoAtb 2.03 1131 7.32 10.68
At 891.44 2,039.18 891.44 2,039.18

T RO R A B B AR R AR A TS



SEPUERSY B sR

BRERK (ER)
Hf: 5. 4LTT
B
ATM iExin)
KR Z 3 KR ZH

B X R X £ X EH B
150,334.80 17.503.92 | 170.698.68 20,938.10 758.16 117.19 0.00 0.00
81,559.58 10,223.26 48.476.54 5334.73 215.46 531.42 83.23 318.07
40,873.81 5,127.01 17,319.18 1,863.98 365.74 | 145742 33510 | 155331
6,592.84 803.12 19,023.52 2,014.76 4455 59.83 73.04 153.25
31,769.27 3,931.97 47,516.96 5,489.49 90.47 17.89 989.82 156.42
703.26 123.74 320.85 40.12 0.15 0.03 0.00 0.00
28.183.44 2,255.87 32,674.79 3,515.13 154.22 18.43 137.69 24.48
1.438.21 253.06 5.424.69 1,025.64 4.46 15.47 14.33 12.15
341,455.21 40,221.95 | 34145521 4022195 | 1,63321 | 2217.68 | 163321 | 2217.68




W R EE R E RS (2014)

3. RITEEM P MR

fiR7 SRITEEKR

e AHAEFRN St
FEASF M
SALE —ffER | RAE | IR N
EUIR g A | R - - -
[fi]— [fi]— ENGI INF
135 M Al Al
BT 4.64 423 6.94 0.05 15.87 0.16 0.01 0.00 0.17
A AR T 1,338.16 42423 170.20 4.88 1,937.47 15.68 2.76 1.29 19.73
R0 M ARA T 261.18 238.10 22.57 0.75 522.60 3.00 0.80 0.86 4.66
SR AR T 274.58 168.89 2276 1.28 467.51 443 0.61 0.59 5.64
AR RART T 143.32 38.78 8.23 0.24 190.58 1.48 0.29 0.09 1.86
AR 369.74 95.11 32.96 1.86 499.68 3.66 0.60 0.15 441
ANERARTT 232 8.85 0.49 0.00 11.66 0.02 0.01 0.13 0.15
e B S AR T 28.44 22.17 427 0.29 55.17 0.27 0.03 0.01 0.31
oAt 8.52 16.26 0.95 0.11 25.84 0.14 0.04 0.00 0.18
4t 2,430.91 1,016.61 269.38 9.47 3,726.36 28.84 5.14 3.13 37.11

TE e SO R AL A B AR R AR A TEE T



SEPUERSY B sR

HEFHRE (&175)

Hifis T
ek
. o — SUT SN
RO O 7 0 g &t
N
S I T O I (T U AN (N IR B Y
N s IINT N s INT ~ s INT

st | s | A | | e | o | oam | T e | s | s | O

0.68 1.97 0.34 2.99 0.46 0.15 0.03 0.65 0.01 0.04 0.04 0.09 3.89 0.01 19.71
26.12 15.49 16.54 58.15 4.11 2.58 3.29 9.99 0.83 3.19 4.44 8.45 96.31 | 389,025.50 | 391,059.28
21.42 20.97 16.46 58.85 0.73 0.89 4.23 5.84 0.02 0.13 0.36 0.51 69.86 72.836.70 73.429.16
13.94 9.68 721 30.82 0.87 0.50 1.03 2.40 0.07 0.32 0.37 0.76 39.62 29.634.66 30,141.78

2.59 1.44 1.06 5.10 0.16 0.11 0.10 0.37 0.02 0.05 0.08 0.15 7.48 14,156.88 14,354.94

943 3.70 221 15.34 1.03 0.58 0.18 1.79 0.25 0.60 0.39 1.24 22.78 69.600.92 70,123.37

0.47 1.05 3.06 4.57 0.02 0.05 0.10 0.16 0.00 0.00 0.00 0.00 4.89 320.07 336.62

1.25 0.61 0.34 2.19 0.15 0.08 0.07 0.31 0.03 0.09 0.06 0.19 3.00 71,125.78 71,183.95

1.47 0.55 0.26 2.28 0.06 0.05 0.03 0.14 0.02 0.05 0.04 0.10 2.70 570.69 599.22
77.36 55.46 | 47.47 |180.29 7.59 5.00 9.05 21.65 1.25 4.47 5.78 11.50 |250.54 | 647,271.18 | 651,248.09




Wy FEX A RLRIRE(2014)

4. IESFHEREEME

M8 IRITEMES TS

Wetgak (fHR/SU/FLEE ) Rift (i
NTFTZDVP
HH RV i FITRIAF HZ W]
Al 55 = Xl Al 55 gl b 55 gl k55 = X

1A 7415 | 2,650.52 84 7.06 133 9.801.12 | 29,643 | 130,660.00
2A 7984 | 256371 102 1.07 120 9.492.63 | 23308 | 101,297.58
35 12,255 | 3,481.69 95 3.21 149 14386.09 | 30,771 | 167,221.59
4A 12344 | 4.833.99 123 125.74 304 2226253 | 32712 | 179.360.37
5A 10,058 | 3,180.45 45 12.59 184 1128820 | 36,373 | 192,730.14
6H 8,763 | 4.076.34 48 3.27 160 8,586.38 | 34,049 | 193,859.20
7A 9,030 | 4,154.18 73 94.89 115 6,130.43 | 40,743 | 23242125
8H 9,325 | 4,102.24 42 78.24 149 489594 | 37215 | 221,597.67
9A 10.805 | 3.430.18 57 6.93 123 3,722.60 | 40,136 | 242.829.40
10 11,781 | 3,630.22 2 0.14 103 2.661.68 | 36,605 | 244.682.56
11/ 10203 | 3.,140.58 101 7.30 138 5772.63 | 39218 | 237,929.81
121 9,829 | 3,193.73 70 131.46 60 16,75491 | 43958 | 252,558.70
Mt | 119792 | 42,437.80 842 471.90 1,738 | 115,755.10 | 424,731 | 2.397,148.30




ARy BSR
ReBEELEFERK
Hfi: %, T
DVP (i #% )
STEIDVP Bt
HZM S L e L PR ]
Al 55 4 &H b 55 4 el b 554 ol Al 55 i el
50,789 | 100,238.87 33,791 27.688.15 979 1,014.06 122,834 | 272,059.77
42263 84,079.90 | 25963 21,196.72 1,680 1,604.44 101,420 | 220,236.03
59.452 | 132,639.74 | 37.310 32,834.34 2,689 2,968.88 142,721 353,535.50
63215 | 14121099 | 37,991 33,879.14 3,276 3,338.03 149,965 | 385,010.81
65,740 | 148331.01 38,004 32,419.76 2,264 2,756.67 152,668 | 390.718.85
65662 | 153,569.47 38,926 33,382.80 1,989 2,181.93 149,597 | 395,659.41
70,775 | 155343.06 | 43,963 36.108.69 1.860 2,295.81 166,559 | 436,548.30
63.884 | 142,154.44 | 39,625 32,132.35 2,337 4,193.03 152,577 | 409,153.96
69.506 | 161,162.34 | 39,849 32,588.49 2,060 248847 162,536 | 446,228.40
63.484 | 150,760.21 38,540 31,011.60 1,473 1,766.22 151,988 | 434,512.62
68,489 | 148,582.15 45,055 34,811.85 1,469 1,864.86 164,673 | 432,109.17
73356 | 16225845 | 48,164 40,162.63 1,450 1,997.07 176,887 | 477.057.00
756,615 | 458,169.50 | 467,181 35720492 | 23526 | 2846947 | 1794425 | 4,652.829.80




Wy FEX A RLRIRE(2014)

R 2013—2014F REIEABICAHARFTEATEBW SR — R

20134F 20144
WIARARIE T E (TP 13,247.15 14.214.68
WIRIBEER A (T ) 17,517.64 18.401.17
BB P E (T ) 492.90 950.92

BICAFEIES HE(R) 5,069 6,330
BCAHE IR RUAME(1ZIT) 56,128.93 65,747.19
BCAFE IR S (2 TT) 262,027.53 405.665.79
B EIES i T E (2 5T) 261,884.99 405,576.40
C ki 228,742.37 357,567.46
PR 7t 3R 33,142.62 48,008.94
R (%) 571,162.22 778,052.92
g (feoc) 3,428,939.20 5,032,516.04
iR (feot) 3,553,006.35 5,413,609.59
SRR oT) 136,242.21 237.922.50

Bt&10 2013—2014E W ENFSBIREEHRFALAMA WL~

B, JT
e 20134 20144F
BIRA RO 8 13,247.15 14.214.69
JREEE I P P R 18,366.56 19,317.47
AJEI 2 TF 18,108.39 19,057.54
BRI 2 TF AL 258.17 259.93
JBCERIK 55 P S 847.81 915.20
AR P45 PR 843.91 910.81
BIRCI 7 s Rk 3.90 439
IR BRI S 17,517.64 18.401.17
WA AR 4 17,263.38 18,145.62
IR BIRIK 7 254.26 255.55
TR IR A K 7 5 4.270.49 4,186.48
BT AL 492.90 950.92
I AJBCH T R 491.27 949.18
HE B I P AL 1.63 1.74
B BT I P A 39.94 9591
AJBEIR PR P AR 39.52 95.43
BRI 7= 4 G 0.42 0.48




FPUEY B SR

11 20132014 EIEHBFILEREARIELRAIERFILHFE LR

20134F 20144F Ak (%)
— . FFEIEE R (H) 5,069 6,330 24.88
(—) B 2,575 2,697 474
1AM 2,469 2,593 5.02
2. B 106 104 -1.89
(=) BaE 0 0 —
(=) figrdite 2,032 3,034 4931
1. Ef 177 189 6.78
2. M 5 6 7 16.67
3. BUORME A Rl — 3 —
4. gl fii 980 1,503 53.37
5. Al 518 687 32.63
6. A i 27 30 11.11
7. 5y A e ot 10 2 -80.00
8.t/ AL fi 314 613 95.22
(4) K 436 516 18.35
L. H AR 37 14 -62.16
2. ETF 85 104 22.35
3. LOF 306 388 26.80
4. FEHT BB GR T A4 8 10 25.00
() B UESAL™ 26 83 219.23
— fEEUESRIEE (12oT) 56,128.92 65,747.20 17.14
(—) B 33,693.16 36,887.72 9.48
1. & s 30,266.31 32,863.06 8.58
Al 29.983.71 32,586.90 8.68
B 282.60 276.16 -2.28
2. BRI i 3,418.46 4,020.54 17.61
3. ARt 8.39 4.12 -50.89
(=) BOE 0.00 0.00 —
(=) figrdlte 19.801.00 25,972.48 31.17
1. [ 2,390.86 2,653.35 10.98
2. 47 i 16.70 17.10 2.40
3. BUORME A Rl — 300.00 —




W HEX MR LRI E(2014)

20134F 20144F 4k (%)
4. Al fiit 6,840.57 10,669.59 55.98
5. Al 7,956.24 9,996.06 25.64
6. T A5 1,605.96 1,153.18 -28.19
7. oy BT e fi 598.35 98.00 -83.62
8.t/ RAFEfiE 392.32 1,085.20 176.61
() #=HAAH4 2,562.25 2,642.71 3.14
JOE= e v s 580.01 284.49 -50.95
2. ETF 1,075.75 808.24 -24.87
3. LOF 679.17 1,340.06 97.31
4] BB T 4 227.32 209.92 -7.65
(L) B uESAb™ i 7251 244.29 236.91
= AEUESRT ElTRE A (12oT) 228,742.37 357,567.48 56.32
(—) B 206,303.34 326,384.37 58.21
1. AfB 204,637.95 324,670.38 58.66
2. B 1,665.39 1,713.99 2.92
(=) BUIE 0.00 0.00 —
(=) fiizrdise 19,504.52 26,584.26 36.30
1. [E 5 2,332.35 2,661.03 14.09
2. b fii 16.70 17.10 2.40
3. BURME ARl — 314.61 —
4. Ak A5t 6,805.66 10,853.22 59.47
5. AFEMi 7.787.72 9,953.40 27.81
6. Aot 1,610.02 1.695.24 5.29
7. o3 B AT e fi 580.98 93.45 -83.92
8. H il BASE A 371.09 996.21 168.46
(9) H4: 2,869.99 4,380.24 52.62
1. B A4 539.50 200.71 -62.80
2. ETF 1,575.76 2.477.78 57.24
3. LOF 560.74 1,434.06 155.74
4. SR BB T AR 193.99 267.69 37.99
(L) B eSS i 64.52 218.61 238.83




SEPUERSY B sR

MiF&12 2013—2014FE P EIESEICEEEGREENTALEE LT —EER
fr. {08, %
A%/ G435 7
ZhEE 5 g | A
se | sEesm | N e A | SR | N
5 RS eI eS| i HE HEANR &S|
AR | 2,852,498.51 | 107,667.09 | 96.22 96.19 697,588.28 | 28,120.87 | 95.96 95.80
20134F —
FEIC 222.54 23.01 88.50 79.53 0.06 0.04 | 24.96 —
It — — — — 1,920.70 388.75 | 79.76 —
NEM | 4,229,244.86 | 161,282.16 | 96.13 94.71 1,182,321.57 | 76,312.31 | 92.97 85.33
20144F .
FIT 157.99 16.39 | 88.50 79.85 0.01 0.01 | 21.72 —
W — — — — 1,354.81 286.97 | 78.82 —

MizR13 2013—2014FRITEITHIAE R ATAR M PR 7 Bl E W 7= dm ol S5 E R 1L T
L DAV N Vv

20134F 20144F
SUBUERL THIA PRV THIA
i kATt 2,000 27.845.02 4,698 55,465.09
TP AT i 1 2.00 (f237T) 0 0.00
i AL 1,172 18,082.81 1,955 26,615.49
PRI 88,753 56,286.11 123,319 85,452.45
[5 a 3i AA 109,329 55,949.85 287,696 159,762.82
= [l 104,527 52,825.03 258,921 138.404.20
K al 4,802 3,124.82 28,775 21,358.62
I 1 1.00 0 0.00

5. XftlFMEREZFREIREN

MRl XA TEEMERERSE
WITLER. MITAENEHFEH LETBHCEFAKS, EREBFHNLE. AR
HEEAE o
XEEHMEM LRAFPTECESAKS, LRSS RNESNE,



W HEX MR LRI E(2014)

Al A RCEEHMEH B CEERHNE WAL CEEEAMETEE A ZAFF
PfEeE P/, ERCHMmlR CENELM S, ZRRFEPRRILAR
CREHMEIE AR WA LR AR L LW ESANEE,

RITERRCREHMEHT BHICEEPRORITRKDCREERME MR L TE
CEFPKE, EEXNHRITARECENESMEH,;, ZRBRETHNRTAKZLCRE
HAMETMEIEURITA L CRAMRIEL LR EHAMN T

EARFERIEEHMEH FiEaEcERKE, KBRS NEREBENESEAE
o

CREHMEH LCHOTELCEPKPNESAEE,

M2 SRIT R ZERFERE

RITFHE SITHETUERHTXNZSNRTIEE, RER. HE. RE
mERRATEEBNRT I ERITEEZ Ao

LELFHE JHRENRTIEE, BRITNNES, AEFERF. 1R

FHEHMEM RO TBELATM, EEHEMREFAXHEBMNE,

BBMEHMEM RITTBILATM, 6 FHMRE RIS EHNE,

HBREBMER RTRPOSHUIBETRRZ ZEHFEH,

HWEHFET RTRATMAEE K H 325 EHAHE T,
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Preface

China Payment System Development Report (Report) is one of the Financial Service
Reports of the People’s Bank of China (PBC) and has been issued for 8 editions since
2006. The Reports elaborate the achievements of China payment system during the
11th Five-Year Plan period. They have great value for readers who are interested in
and devoted to researching the development of China payment system, particularly
the institutions and individuals participating in the system development, and thus
have attracted wide attention. In addition, the Reports facilitate the international
community to understand the development of China payment system and strengthen the
communication on payment systems between China and other economies.

The year of 2014 is a critical year to implement the requirements of the 18" CPC
National Congress and the Third Plenary Session of the 18" CPC Central Committee
and to intensify the economic and financial reform as well. Compared with previous
Reports, the structure of this Report has been slightly adjusted. In accordance with the
requirements of the PFMIs, the introduction of futures exchanges and their clearing
systems are added in “The Achievements of China Payment System in 2014” and
“Analysis of Operation of Financial Market Infrastructures”. It is the first time to
demonstrate the role of the 4 futures exchanges in the development of China payment
system. Meanwhile, this Report includes 2 special topics: “Bond Market and Financial
Infrastructures” and “Overview and Outlook of SHCH’s CCP Clearing Services”.
The topics introduce how financial infrastructures have promoted the development of
China’s bond market and the rapid growth of CCPs in China after the international
financial crisis.

The Report is divided into four parts: Part I introduces the development and
accomplishments of China payment system in 2014 in consolidation of legal basis,
increase of service providers, development of financial market infrastructures,
promotion of non-cash payment instruments, oversight of the payment system,
improvement of rural payment service environment, international cooperation on
payment and settlement, and outlook for the payment system. Part II describes the
operation of financial market infrastructures in 2014 by analyzing a large number of data
relating to payment systems, securities settlement systems and central counterparties to
demonstrate major features and trends of the payment system. Part III presents featured
achievements made by PBC branches in the facilitation of RMB cross-border payment,



the innovative administrative measures on RMB bank settlement accounts and the
intensified supervision of payment institutions in terms of clients’ fund. In addition,
it briefly introduces the practice of some banking institutions in improving intra-bank
fund transfer etc.. Appendices in Part IV cover major events concerning China payment
system development in 2014, key indicators for China payment system development
and statements on key payment services. Here we provide the English version of Part I,
IT and IV (Appendix 4 excluded), and Special Topics.

We would like to extend our sincere gratitude to relevant departments and branches
of PBC, China Foreign Exchange Trading System, China National Clearing Center,
China UnionPay Co., Ltd., Shanghai Clearing House Co., Ltd., Clearing Center for
City Commercial Banks, Rural Credit Banks Funds Clearing Center, China Central
Depository & Clearing Co., Ltd., China Securities Depository and Clearing Corporation
Limited, Shanghai Futures Exchange, Zhengzhou Futures Exchange, Dalian Futures
Exchange and China Financial Futures Exchange that had generously provided materials
for the Report, and also to China Financial Publishing House that makes efforts to edit
it.

Given the author’s theoretical and practical limitations, we highly appreciate suggestions
and comments from institutions, experts, scholars and people of all circles.

Li Yue
Director General of Payment and Settlement Department of PBC
April 2, 2015
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ACH
ACS
BEPS
CBGS
CBRC
CCBFI
CCCCB
CCDC
CCP
CDFCPS
CFETS
CFFEX
CFI
CIS
CNAPS
Cp
CSD
CSDC
CSRC
CTC
DAP
DCE
DVP
ECDS
ETF
FFA
FOF
FOP
FTZ

List of Abbreviations

Accounting Banking System

Asia-Pacific CSD Group

Automatic Clearing House

Accounting Data Centralized System

Bulk Electronic Payment System

Central Bond Generalized System

China Banking Regulatory Commission

China Coastal Bulk Freight Index

Clearing Center for City Commercial Banks
China Central Depository & Clearing Co., Ltd.
Central Counterparty

China Domestic Foreign Currency Payment System
China Foreign Exchange Trading System
China Financial Futures Exchange
Containerized Freight Index

Cheque Image System

China National Advanced Payment System
Commercial Paper

Central Securities Depository

China Securities Depository and Clearing Corporation Limited
China Securities Regulatory Commission
Capesize Time-charter Average

Delivery against Payment

Dalian Commodity Exchange

Delivery Versus Payment

Electronic Commercial Draft System
Exchange Traded Funds

Forward Freight Agreement

Fund of Fund

Free of Payment

Free Trade Zone



HVPS
IBPS
LOF
MTN
NAFMII
NCDs
PAD
PAFI
PBC
PFMIs
PPN
PRN
PTC
QDII
RCBFCC
SHCH
SSE
SSS
STC
STP
SZSE
ZCE

High Value Payment System

Internet Banking Payment System

Listed Open-Ended Fund

Medium Term Note

National Association of Financial Market Institutional Investors
Negotiable Certificate of Deposits
Payment against Delivery

Payment Aspects of Financial Inclusion
The People’s Bank of China

Principles for Financial Market Infrastructures
Private Placement Note

Project Revenue Note

Panamax Time-charter Average

Qualified Domestic Institutional Investor
Rural Credit Banks Funds Clearing Center
Shanghai Clearing House

Shanghai Stock Exchange

Securities Settlement System

Supramax Time-charter Average
Straight-through Processing

Shenzhen Stock Exchange

Zhengzhou Commodity Exchange
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1. Recent Progress in Formulation of Rules

In 2014, PBC and operators of financial market infrastructures issued rules and procedures in respect
of business regulation and risk management respectively, which furthered the legal basis for the

payment system.

PBC released Guiding Opinions on Promoting the Development of Rural Payment Service
Environment (Yinfa[2014] No.235). For the purpose to implement work arrangements of the
Party Central Committee and the State Council for the improvement of rural financial services and
to keep enhancing the rural payment services, PBC released Guiding Opinions on Promoting the
Development of Rural Payment Service Environment. The Guiding Opinions sets forth relevant
guidelines and principles. It also elaborates on the requirements in terms of the boost of benefiting-
farmers payment services, the improvement of Featured Bankcard Service for Migrant Workers, the
diversification of payment service providers, the promotion of non-cash payment instruments, the
intensification of supporting policies, the strengthening of risk management and the development of

long-term publicity and education mechanism.

CBRC and PBC jointly issued Notice on Strengthening the Management of Cooperative
Business between Commercial Banks and Payment Institutions (Yinjianfa[2014] No.10). For
the purpose to protect the security of clients’ information, funds and bank accounts, and meanwhile
to strengthen the management of cooperative business between banks and payment institutions,
CBRC and PBC jointly issued Notice on Strengthening the Management of Cooperative Business
between Commercial Banks and Payment Institutions. The Notice clarifies the requirements in term
of information storage for clients, authorization and verification of transactions, monitoring and
evaluation of operational risks and origination and withdrawal of the business link. It intensifies the

compliance and security of the cooperative business between banks and payment institutions.

PBC promulgated Notice on Strengthening the Management of Banking Institutions’ RMB
Interbank Settlement Accounts (Yinfa [2014] No.178). On 25 June 2014, PBC promulgated Notice
on Strengthening the Management of Banking Institutions’ RMB Interbank Settlement Accounts. The
Notice requires banking institutions to reinforce the management of interbank settlement accounts’
open-up and routine use, establish specific procedures to manage the accounts, verify the existing

accounts and thus to prevent relevant financial risks.

PBC released Administrative Measures on Cash Sweep Business via Accounting Data Centralized
System (Yinbanfa [2014] No.193). In order to regulate banking institutions’ cash sweep business

via Accounting Data Centralized System, PBC released Administrative Measures on Cash Sweep
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Business via Accounting Data Centralized System on 21 Aug. 2014. The Measures specifies the
substance of cash sweep business, the requirements for banking institutions to open, adjust or cancel

it, the processing procedures and the relevant business protocols etc..

PBC issued Opinion on Strengthening the Management and Disposal of Unlicensed Multi-
Junctional Prepaid Cards (Yinbanfa [2014] No. 224). For the purpose to regulate the payment
business of non-financial institutions, rectify the market order and prevent risks, PBC issued Opinion
on Strengthening the Management and Disposal of Unlicensed Multi-functional Prepaid Cards on 28
Sep. 2014. The Opinion stipulates the guiding principles, tasks and requirements for the management

and disposal of unlicensed multi-functional prepaid cards.

PBC promulgated Notice on Regulating Corporate Settlement Card Business (Yinfa [2014]
No.2). For the purpose to regulate corporate settlement card business and safeguard clients’
legitimate rights, PBC promulgated Notice on Regulating Corporate Settlement Card Business. The
Notice requires issuing banks to strengthen the management of card issuing and card functions, to

improve the risk prevention mechanism.

PBC released Notice on Strengthening the Management of Bankcard Business (Yinfa [2014] No.
5). On 8 Jan. 2014, PBC released Notice on Strengthening the Management of Bankcard Business.
The Notice urges issuing banks to deepen the implementation of real-name system, acquirers to
strengthen the management of bankcard acceptance and PBC branches to improve the oversight

system of bankcard so as to preserve bankcard market order.

PBC issued Notice on Further Strengthening the Management of the Printing of Banks’ Bills
and Certificates (Yinbanfa [2014] No. 157). In order to further improve the printing of banks’ bills
and certificates and facilitate the subscriptions, PBC issued Notice on Further Strengthening the
Management of the Printing of Banks’ Bills and Certificates on 22 July 2014. The Notice stipulates
the measures to serve the above goals and requires banks to strengthen the verification of the order

information.

SHCH released Business Provisions on the Depository, Clearing and Settlement of Bonds (SHCH
Notice [2014] No.13). For the purpose to manage the depository, clearing and settlement of bonds,
protect the legitimate rights of market participants and help promote the healthy development
of interbank bond market, SHCH released Business Provisions on the Depository, Clearing and
Settlement of Bonds. The Business Provisions unifies the existing relevant stipulations on the bonds

registered and deposited in SHCH.
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2. Rapid Growth of Payment Service Providers

Over these years, PBC, banking institutions, clearing institutions, payment institutions, securities
settlement institutions, central counterparties and trade registration institutions have formed a

complementary system to provide more and more specialized and market-oriented payment services.

2.1 Payment Service Providers

PBC, the organizer, catalyst and overseer of China payment system, is entitled with the jurisdiction
to ensure payment and clearing systems operate smoothly. High Value Payment System (HVPS),
Bulk Electronic Payment System (BEPS), Internet Banking Payment System (IBPS), Cheque Image
System (CIS) and Domestic Foreign Currency Payment System (DFCPS) etc. which are operated by
PBC played an important role in facilitating fund transfer and supporting the economic and financial

development.

In 2014, PBC’s branches took measures to support the market participants to extend payment
services and to strengthen the oversight of the payment service market. By the end of 2014, PBC had
350 branches altogether, among which there was 1 head office in Shanghai, 8 provincial branches, 2
operations offices, 6 branch operations offices, 20 central sub-branches in provincial capitals, 5 sub-

provincial central sub-branches and 308 prefecture-level central sub-branches.

Banking institutions are the major payment service providers. In 2014, banking institutions took
measures to implement the requirements proposed in the 18" CPC National Congress and the
Third and Fourth Plenary Session of the 18" CPC Central Committee. They stepped up support to
address the financial needs of small and micro enterprises, “SAN NONG” (agriculture, rural areas
and farmers), major project and cultural sector, strategic emerging industries, the improvement
of consumption structure and people’s livelihood while keeping the moderate growth of credit

aggregate.

By the end of 2014, there were 3 policy banks, 5 state-owned commercial banks, 12 shareholding
commercial banks, 133 city commercial banks, 665 rural commercial banks, 89 rural cooperative
banks, 1 596 rural credit cooperatives, 1 postal savings bank, 41 foreign financial institutions, 1

Sino-German housing savings bank, 1 153 township banks and 1 private bank.

Clearing institutions are active participants in retail payment service market and provide specific
clearing services in certain areas. UnionPay formulates the business protocols and technical standards

for interbank bankcard transactions, operates Interbank Bankcard Clearing System and provides
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interbank bankcard information exchange service. By the end of 2014, the number of merchants,
POS and ATM authorized by UnionPay had reached 12 million, 15.9 million and 0.6 million, rising
by 57.62%, 49.88% and 18.25% year on year respectively.

Clearing Center for City Commercial Banks (CCCCB) developed featured products and services
aiming to meet the demand of city commercial banks and township banks. By the end of 2014, 4 164

business units had gotten access to the clearing system of CCCCB.

Rural Credit Banks Funds Clearing Center (RCBFCC) mainly provides remote clearing services for
rural credit cooperatives and rural commercial banks. By the end of 2014, 38 371 rural cooperative
financial institutions from 16 provinces and cities had started mobile payment services via the
sharing mobile banking platform of RCBFCC. Besides, 9 428 rural cooperative financial institutions

from 15 provinces and cities had begun to use its self-help financial service platform.

Payment institutions, who provide diversified and tailored payment services, are the important
components in the retail payment service market. By the end of 2014, 269 non-financial institutions
had gotten the payment license in total, among which 117 of them had been permitted to engage in

internet payment, 166 in prepaid card business and 62 in bankcard acceptance.

2.2  Post-trade Service Providers

China Central Depository & Clearing Co., Ltd. (CCDC). In 2014, the total amount of bonds
deposited in CCDC kept increasing steadily. The settlement amount of repurchase transactions grew
slightly. DVP settlement amount had been further promoted. And the coupon payment business
operated orderly and smoothly. The 3-dimentional operation supporting system leveraged on the
“360” hotline had further improved the digitalization of operation and maintenance and ensured the

Central Bond Generalized System to run stably.

China Securities Depository and Clearing Corporation Limited (CSDC). In Oct. 2014,
CSDC’s uniform platform for security accounts went live, indicating the completion of security
account integration which had lasted for 2 years. The former account system focusing on markets
and products is replaced by the uniform account system centered on investors. A “one-code pass”
account can be opened for every investor as a summary account to record the balance and movement
of securities. The account integration helps to lower the management cost of security companies,

enhance the efficiency to open accounts, and improve investors’ experience.

Shanghai Clearing House (SHCH). In June 2014, the Comprehensive Business System I of SHCH
went live. The technology platform integrates the services of CCP clearing and depository and is

the first of its kind to serve financial derivatives and other innovative products. In 2014, the clearing
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service for RMB interest rate swap was promoted smoothly. The CCP clearing service for RMB
steel-ore swap and steam coal swap was launched. The FX CCP clearing service also commenced
and ran steadily. By the end of 2014, investor’s accounts had amounted to 5 136 and issuer’s

accounts 2 306.

China Foreign Exchange Trading System (CFETS). In 2014, CFETS had developed the trading
platform and pricing center for RMB related products domestically. It generates benchmarks such as

central parity rates, Shibor, LPR, Fixing Repo Rate, bond index and yield curve.

Futures Exchanges. Futures exchange is the marketplace for the trading of futures contracts and
the core of futures market. There are mainly 4 futures exchanges in China-namely Shanghai Futures
Exchange, Zhengzhou Commodity Exchange, Dalian Commodity Exchange and China Financial
Futures Exchange. 12 types of futures contracts including gold, silver, copper, aluminum, zinc,
plumbum, deformed steel bar, wire rod, fuel oil, natural rubber, petroleum pitch, SPHC are traded in
Shanghai Futures Exchange. 16 types of futures contracts including wheat, early indica rice, japonica
rice, late hsien rice, cotton, sugar, rapeseed, rapeseed oil, rapeseed dregs, steam coal, methanol,
purified terephthalic acid, glass, silicon iron and silicon-manganese are traded in Zhengzhou
Commodity Exchange. Agricultural futures like soybean, soya bean meal, corn and industrial futures
like steel ore, coke, charred coal and plastics are traded in Dalian Commodity Exchange. Stock
index and treasury bond futures are traded in China Financial Futures Exchange. The Shanghai
and Shenzhen 300 Index futures and 5-year treasury bond futures started trading in April 2010 and
September 2013 respectively.

3. Sound Development of Financial Market Infrastructures

In 2014, financial market infrastructures operated smoothly. Business scale kept growing, services
were enhanced, transaction quality promoted continuously and maintenance and management

improved.

The payment, clearing and settlement systems® operated by PBC remained safe and stable.
In 2014, payment systems of PBC processed 4.19 billion transactions with a total value of CNY
2 455.92 trillion, up by 64.61% and 13.73% year on year respectively. Among them, transactions
handled by HVPS achieved 0.71 billion in volume and CNY 2 346.89 trillion in value, BEPS 1.44
billion in volume and CNY 22.08 trillion in value, IBPS 1.64 billion in volume and CNY 17.79

(@ The systems include HVPS, BEPS, IBPS, ACH, DFCPS and CIS.
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trillion in value, ACH 0.38 billion in volume and CNY 63.22 trillion in value, DFCPS 1.91 million
in volume and 862.49 billion dollars (CNY 5.29 trillion) in value, CIS 10.47 million in volume and
CNY 526.30 billion in value.

In 2014, CNAPS II was rolling out steadily. The message reformatting of all the 301 legal entities
and the clearing account integration of the 1 034 participants were completed. 65 legal entities had
adopted “Single Addressee” and the transactions cleared under the message format of CNAPS II
accounted for over 98% of the total in volume. In 2014, the proprietary systems of ICBC, ABC,
BOC, CCB and BOCOM were developed, which enhanced the business continuity of their high

value and bulk transactions.

Business scale of UnionPay Interbank Bankcard Clearing System kept rising. In 2014, interbank
bankcard transactions achieved 18.67 billion in volume and CNY 41.11 trillion in value, up by
23.34% and 27.29% year on year respectively. Thereinto, transactions via ATM amounted to 7.51
billion in volume and 4.52 trillion in value, up by 13.13% and 25.01% year on year respectively.
Transactions via POS amounted to 9.77 billion in volume and 29.18 trillion in value, up by 28.10%

and 16.22% year on year respectively.

The business of CCCCB kept growing steadily. In 2014, the transactions processed by systems
of CCCCB amounted to 1.40 million in volume and CNY 314.65 billion in value, up by 76.44%
and 40.03% year on year respectively. Thereinto, the remittance reached 1.16 million in volume and
CNY 218.05 billion in value, up by 97.76% and 70.77% year on year respectively. Universal cash
saving and withdrawl business reached 0.24 million in volume, up by 16.47% year on year, and CNY

96.60 billion in value, down by 0.43% year on year.

Systems of RCBFCC continued to run stably with rapid growth in transaction volume and
value. In 2014, transactions processed through the systems of RCBFCC reached 229 million in
volume and CNY 3.09 trillion in value, up by 88.19% and 25.15% year on year respectively. In
2014, RCBFCC actively promoted the use of terminals for Nongxintong self-help financial services
and the mobile payment application. Transactions processed via the Nongxintong self-help financial
service platform amounted to 26.96 million in volume and CNY 616.77 billion in value. Transactions
processed via the mobile banking platform amounted to 83.81 million in volume and CNY 404.56

billion in value, up by 6.4 x and 8.1 x year on year respectively.

Central Bond Generalized System (CBGS) operated steadily. In 2014, CBGS operated smoothly
in general. The total issuance soared. The total volume of bond depository rose steadily. And the
scale of DVP settlement was expanding. In 2014, the issuance of bonds reached 11.87 trillion in
value, up by 36.47% year on year. Bond redemption and spot trading settled amounted to CNY
352.16 trillion in value, up by 30.03% year on year. The transactions settled in DVP mode achieved
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1.65 million in volume and CNY 446.57 trillion in value, up by 48.77% and 44.10% year on year
respectively. The transactions settled in DVP mode accounted for 97.49% of the total, up by 10.15

percentage points year on year.

The securities registration and settlement system operated stably. In 2014, the securities
registration and settlement system operated smoothly. The gross transaction value of the year reached
CNY 541.36 trillion, rising by CNY 186.06 trillion with a growth rate of 52.37%. Net value reached
CNY 23.79 trillion, rising by CNY 10.17 trillion with a growth rate of 74.67%.

The trading volume in CFETS Kkept increasing. In 2014, the trades in China’s interbank market
reached a historical high. The aggregate trades of spot and derivatives from foreign exchange market,
currency market and bond market amounted to CNY 361.5 trillion, up by 27% year on year. By the
end of 2014, there were: 465 members in the interbank foreign exchange market, 60 more compared
with the year before; 7 369 members in domestic currency market, 1 007 more than last year; 29 724
users of Chinamoney.com.cn, 5 008 more than the year before; 2 575 members of Chinacp.com.cn,

194 more than the year before.

The business of SHCH grew rapidly. In 2014, the par value of newly issued RMB bonds registered
and deposited in SHCH reached CNY 5.55 trillion, the cashed bonds CNY 2.66 trillion and the ones
cleared in gross CNY 26.58 trillion. The net clearing services amounted to CNY 19.60 trillion™.
Thereinto, the CCP clearing service for spot trading achieved CNY 373.35 billion, the net clearing
service for FX spot auction trading $17.73 billion, the CCP clearing service for FX inquiry trading
$2.75 trillion and the CCP clearing service for RMB interest rate swap trading CNY 2.30 trillion.

The clearing services provided by the futures exchanges grew steadily. In 2014, the transactions
handled by the clearing system of Shanghai Futures Exchange reached 842 million lots in
volume and CNY 63.24 trillion in value, up by 31.10% and 4.67% year on year respectively. The
transactions handled by the clearing system of Zhengzhou Futures Exchange reached 676 million
lots in volume and CNY 23.24 trillion in value, up by 28.76% and 22.98% year on year respectively.
The transactions handled by the clearing system of Dalian Futures Exchange reached 770 million
lots in volume and CNY 41.49 trillion in value, up by 9.90% and down by 12.00% year on year
respectively. The transactions handled by the clearing system of China Financial Futures Exchange

reached 218 million lots in volume and CNY164.02 trillion in value.

(D The exchange rate was 1: 6.12.
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Column 1

Administrative Measures on Participants of the Payment
Systems Operated by PBC released

For the purpose to intensify the supervision on participants of the payment systems and ensure
the systems run soundly and stably, PBC drafted Administrative Measures on Participants of the
Payment Systems Operated by PBC (referred to as the Measures). The Measures was subject to
Law of the PRC on the People’s Bank of China and under the guidance of Core Principles for
Systemically Important Payment Systems issued by CPMI and Principles for Financial Market
Infrastructures issued by CPMI and IOSCO.

The Measures mainly addresses the risk management for the participants of the payment systems
and specifies the following: a) the responsibilities of the participants and relevant authorities; b) the
reporting procedures of the relevant risk behaviors or events; c¢) the channels for PBC to acquire
the information of the participants; d) the corrective actions and penalties for misbehaviors of the
participants. The Measures develops a holistic oversight framework for the payment systems by
bringing all the 5 systems-namely HVPS, BEPS, IBPS, CIS and DFCPS into scope.

After the implementation of “Single Adressee”, the business distribution of the participants
will greatly vary from before and the risks will be more concentrated. In order to enhance
the pertinence and effectiveness of the oversight regime, the Measures stipulates that the
head office of PBC guides the branches to supervise the participants within their respective
jurisdictions and meanwhile supervises the designated participants directly. Considering the
business volume and relevant risks, the headquarters of 5 state-owned commercial banks (namely
ICBC,ABC,BOC,CCB and BOCOM), CFETS, CCDC, UnionPay, SHCH and CCCCB are under

the direct supervision of PBC head office.

The Measures sets out the duties and reporting items of the participants to ensure the steady
operation of the payment systems operated by PBC. The reporting procedures vary depending
on the risk level of the relevant behaviors or events and the influence on the operation of the
payment systems. The participants shall: a) seek the approval of PBC for those events with big
risks or might impede the stable operation of the payment systems; b) file with PBC before
implementation for those closely related to the stable operation of the payment systems; c) report
to PBC after implementation for the events other than the previous two types. Besides, in order
to facilitate PBC to attain supervisory information timely, the Measures also specifies the events

that need to be report to PBC regularly.
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According to Principles for Financial Market Infrastructures, the supervisory authorities shall
obtain necessary information timely and guide the misbehaved institutions to reform or rectify so as
to better oversight the payment systems. The Measures specifies that PBC can obtain information
in two ways: firstly, participants submit to PBC the information concerning the business processing
and operational management of the payment systems; secondly, PBC gets direct information
through on-site inspection. PBC shall analyze and evaluate the risk levels of the participants based
on the obtained information and take relevant measures. Considering the earlier supervisory practice
from the branches, the Measures also sets out the measures to handle the misbehaviors of the
participants, including dialogue with the executive, circulating a notice of criticism, suspending the

business access, pausing the adding of new participants and ordering to quit the payment systems.

Column 2

The Development of Accounting Data Centralized System
Making Significant Headway

After the pilot got successful, PBC continued to roll out Accounting Data Centralized System
(referred to as ACS) nationwide in 2014 and made great progress in system rollout and

institutional improvement.

On Feb. 17 2014, ACS migrated to the message format of CNAPS II and thus laid foundation
for the application of the latter’s new functions. On May 13, ACS Processing Center in Wuhan
went into operation and thus a pattern of “synchronous operation and mutual backup” between
Beijing and Wuhan Processing Centers was formed. On June 30, ACS was rolled out nationwide,
marking that central bank accounting in China had realized centralized business processing
and data storage. In order to support “Single Addressee” function of CNAPS II, PBC released
Administrative Measures on Cash Sweep Business of Accounting Data Centralized System and
clarified relevant procedures and business management requirements for banking institutions to
handle cash sweep business via ACS, which laid basis for the centralized clearing of banking
institutions. On December 17, comprehensive front-end subsystem of ACS went live in national

banking institutions and thus the cash sweep service of the central bank can be accessible online.

In 2014, ACS ran stably and handled business precisely. Its advantages in business
standardization, risk management and information timeliness are highlighted. Compared with
ABS, ACS is featured by the following characteristics:

Firstly, ACS helps to prevent accounting risks and strengthen accounting management. By way

of centralized business processing nationwide, ACS can effectively prevent the risks brought



146 |‘ China Payment System Development Report (2014)

by dispersive operation and lay ground for the improvement of accounting procedures. ACS
also realizes electronic transfer and check of accounting voucher image, designs the mechanism
for business authorization and real-time monitoring, intensifies the risk control and strengthens
the internal control and process surveillance which integrates the beforehand approval, in-the-
event control and post hoc supervision with the accounting procedures. Thus, the management
efficiency and risk prevention capacity are greatly enhanced. Meanwhile, ACS achieves the
nationwide centralized storage and instant inquiry of financial data and accounting information,
which breaks the information compartment caused by geographical restrictions and facilitates the

offsite inspection of accounting business.

Secondly, ACS helps to implement monetary policy and improve the effectiveness of macro-
control. As the core system for the central bank to fulfill the duties, accounting systems are
shouldered with the significant task to implement monetary policy. ACS can rapidly send the
domestic and foreign currency reserve account balance information of all financial institutions
in China to monetary policy department so as to provide timely and accurate decision basis for
macro-control. PBC can set parameters like interest rate and reserve rate in one drop, which
reduces the operation procedures, makes the implementation channel smooth and thus enhances
the efficiency of monetary policy tools. Meanwhile, ACS can collect accounting information
as required. Less middle links will reduce the risk of information distortion due to step-by-step

aggregation and enable ACS to provide better information services and policy support.

Thirdly, ACS supports “Single Addressee” of CNAPS II and improves the payment and
settlement services. The centralization of the accounting data and the cash sweep function
enable the uniform management and tied payment of the funds in cash sweep and other accounts
in financial institutions, which makes the interbank clearing via a single legal entity account
possible. Financial institutions can also inquire and manage the liquidity of the accounts of direct
and indirect participants through ACS. Besides, ACS extends the services to financial institutions
by way of comprehensive front-end subsystem and provides convenient online services to

facilitate their electronic reconciliation, deposit payment and liquidity inquiry.

4. Steady Promotion of Non-cash Payment Instruments

In 2014, non-cash transactions processed accumulated to 62.75 billion in volume and CNY 1 817.38
trillion in value, up by 25.11% and 13.05% year on year respectively. The growth rate of transaction
volume increased by 3.19 percentage points and that of transaction value decreased by 11.92

percentage points year on year.
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4.1 Bills

Transactions settled by bills witnessed decline and yet commercial draft transactions settled
kept growing. In 2014, transactions settled by bills achieved 578 million in volume and CNY 269.99
trillion in value, down by 16.56% and 6.16% year on year respectively. Among them, transactions
of cheque amounted to 552 billion in volume and CNY 242.57 trillion in value, down by 17.26%
and 6.55% year on year respectively; commercial draft settled amounted to 18.42 million in volume
and CNY 19.28 trillion in value, up by 12.97% and 5.70% year on year respectively; bank draft was
3.08 million in volume and CNY 1.68 trillion in value, down by 18.45% and 22.07% year on year
respectively; transactions of bank promissory note amounted to 4.77 million in volume and CNY 4.36

trillion in value, down by 23.77% and 27.72% year on year respectively.

4.2 Bankcard

4.2.1 The number of bankcard issued kept climbing rapidly

By the end of 2014, the number of the cards issued achieved 4.94 billion, up by 17.13% compared
with last year and the growth rate slumped by 2.10 percentage points. Thereinto, debit cards issued
accumulated to 4.48 billion, up by 17.20% compared with last year; credit cards issued accumulated
to 455 million, up by 16.45% compared with last year and the growth rate slowed down by 1.58
percentage points. The ratio of issuance volume between debit cards and credit cards was 9.85:1,
slightly increasing compared with last year. By the end of 2014, the number of bankcard per capita
was 3.64, up by 17.04% compared with last year. Thereinto, the number of credit card per capita
reached 0.34, up by 17.24% compared with last year. The figures in Beijing and Shanghai reached

1.70 and 1.33 respectively, which were far above the national average.

4.2.2 The acceptance environment got improved

By the end of 2014, merchants linked to UnionPay Interbank Bankcard Clearing System was 12.03
million, POS terminals 15.94 million and ATM 614 900, up by 4.40 million, 5.30 million and 94 900
respectively compared with last year. As of the end of 2014, the ratio between bankcard volume and
ATM volume was 8 027:1, down by 0.95% compared with last year. The ratio between bankcard
volume and POS volume was 310 : 1, down by 21.72% compared with last year.

4.2.3 Transactions processed by bankcard kept increasing

In 2014, transactions processed by bankcard accumulated to 59.57 billion in volume and CNY
449.90 trillion in value, up by 25.16% and 6.27% year on year respectively. The growth rate of
transaction volume went up by 2.85 percentage points, but that of transaction value went down by

16.01 percentage points. Average transaction per day reached 163.21 million in volume and CNY 1.23
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trillion in value. Whereby, cash deposit through bankcard achieved 8.79 billion in volume and CNY
70.64 trillion in value, up by 10.68% and 6.05% year on year respectively; cash withdrawal through
bankcard achieved 19.91 billion in volume and CNY 74.41 trillion in value, up by 9.90% and 5.10%
year on year respectively; fund transfer through bankcard achieved 11.12 billion in volume and CNY
262.46 trillion in value, up by 29.79% and 3.28% year on year respectively; consumption through
bankcard achieved 19.75 billion in volume and CNY 42.38 trillion in value, up by 52.30% and

33.16% year on year respectively.

4.2.4 Consumption via bankcard climbed rapidly

In 2014, average consumption amount per card was CNY 8 587, up by 13.67% year on year and
average consumption amount per transaction reached CNY 2 146, down by 12.55% year on year.
Interbank consumption achieved 8.28 billion in volume and CNY 28.64 trillion in value, up by
21.82% and 20.59% year on year respectively. The interbank consumption accounted for 41.92%
in volume and 67.58% in value of the total bankcard consumption. The bankcard penetration rate

reached 47.70%, 0.25 percentage point higher than last year.

4.2.5 The growth of total outstanding balance of credit cards slowed down and
credit usage rate” went up

By the end of 2014, the aggregate credit line was CNY 5.60 trillion, 22.50% higher than that of the
year before. The outstanding credit balance reached CNY 2.34 trillion, 26.75% higher than that of
the year before. The average credit line per card achieved CNY 12 300 and credit usage rate 41.69%,
up by 1.40 percentage points compared with last year. The outstanding credit balance overdue more
than half a year was CNY 35.76 billion and increased by CNY 10.57 billion (41.97%) compared
with the year before. It accounted for 1.53% of the total outstanding balance, 0.16 percentage point
higher than the year before.

4.3 Settlement Means

Settlement by means of remittance increased rapidly. In 2014, settlements by means of remittance,
consignment of collection and consignment of acceptance etc. reached 2.60 billion in volume and
CNY 1 097.50 trillion in value, up by 39.12% and 22.42% year on year respectively. The growth rate
of the volume rose by 9.60 percentage points while that of the value reduced by 16.85 percentage
points year on year respectively. Whereby, settlements by means of remittance came to 2.60 billion

in volume and CNY 1 078.72 trillion in value, up by 39.85% and 22.52% year on year respectively,

(D Credit usage rate refers to the ratio of outstanding credit balance to aggregate credit line.



Part]  The Achievements of China Payment System in 2014 m

and accounted for 98.80% in volume and 98.29% in value of the total. The growth rate of its volume

went up by 9.57 percentage points while that of its value down by 17.45 percentage points.

44 E-Payment@

In 2014, e-payment developed rapidly. The aggregate e-payment processed by banking institutions
achieved 33.33 billion in volume and CNY 1 404.65 trillion in value, up by 29.28% and 30.65%
year on year respectively. Thereinto, internet payments reached 28.57 billion in volume and CNY
1 376.02 trillion in value, up by 20.70% and 29.72% year on year respectively. Fixed-line payments
were 234 million in volume, down by 46.11% year on year, and CNY 6.04 trillion in value, up by
27.41% year on year. Mobile payments amounted to 4.52 billion in volume and CNY 22.59 trillion
in value, up by 170.25% and 134.30% year on year respectively. In 2014, the e-payments processed
by payment institutions reached 37.42 billion in volume and CNY 24.72 trillion in value, up by
93.43% and 137.60% year on year respectively.

Column 3

The Electronic Commercial Drafts of Finance Companies
Cleared Online

For the purpose to stimulate finance companies to issue electronic commercial drafts and promote
the use of electronic commercial drafts, PBC released Notice of PBC General Office on Pilot
of Online Clearing Service for Electronic Commercial Drafts Issued by Finance Companies
(Yinbanfa [2013] No. 189) in August 2013 and chose the finance companies with large volume of
business for the pilot. Online clearing service for electronic commercial drafts issued by finance
companies indicates that finance companies can get access to HVPS as special direct participants
and open up clearing accounts. Thus, draft delivery and fund settlement can be performed
simultaneously via Electronic Commercial Draft System (ECDS) and clearing accounts. Yet, the
use of clearing accounts of finance companies shall be limited to online clearing of electronic

commercial drafts.

In order to realize online clearing for electronic commercial drafts of pilot finance companies,
PBC guided CNCC to improve ECDS and pilot finance companies and other direct participants to

improve their corresponding internal systems. In October 2013, PBC organized training for pilot

©) E-payment in this Report refers to payment business initiated via e-channels. It mainly includes internet payment, fixed-line

payment and mobile payment.
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finance companies on the procedures to get access to HVPS, the standards for the ports and the
requirements to improve their internal electronic commercial draft systems. From 17 February to
4 April, PBC organized 7 pilot finance companies, over 60 direct participants who had improved
their internal electronic commercial draft systems and also 7 non-pilot finance companies to

perform 3 rounds of interoperability tests.

On 9 June 2014, the online clearing service of electronic commercial drafts from pilot finance
companies went live. By now, the system has been running stably and the business smoothly.
The internal electronic commercial draft systems of the pilot finance companies sent messages
and signed off normally. The initiation, receipt and process of messages via HVPS and the daily
reconciliation were all normal. The pilot finance companies managed their position in the clearing
accounts well and no clearing failure due to inadequate clearing account balance was detected.
The online clearing service of electronic commercial drafts from finance companies improved
the liquidity of the drafts, enhanced the capacity to manage their clearing accounts and motivated

them to handle electronic commercial draft business.

For the purpose to further promote the use of electronic commercial drafts, PBC will: a) continue
to monitor the online clearing business of pilot finance companies; b) detect the problems
encountered; ¢) guide commercial banks and pilot finance companies to enhance public awareness
of the business; d) extend the pilot coverage when necessary and; e) increase the portion of online

clearing for pilot finance companies’ electronic commercial drafts.

5. Intensified Oversight of the Payment System

5.1 Market Access

In 2014, PBC approved the business application of 34 qualified institutions (19 non-financial
institutions made applications for the first time and 15 payment institutions for additional business).

By the end of 2014, 269 non-financial institutions had gotten the payment license in total.

5.2 Regular Supervision

5.2.1 Furthering the implementation of real-name system

PBC issued Notice on Strengthening the Management of Banking Institutions’ RMB Interbank

Settlement Accounts to specify the account open-up procedures, relevant criteria and further regulate
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the interbank business of commercial banks. Also, PBC arranged examination of the identity

authentication for the existing individual RMB deposit accounts.

5.2.2 Strengthening the management of clients’ fund from payment institutions

PBC had taken the following measures to serve this purpose: a) performing the security inspection
of clients’ fund and the reporting of depository for the fund; b) intensifying the management of
depository banks’ qualification and 3 batches of banks had been qualified; ¢) organizing onsite and

remote training for the verification and reconciliation of clients’ fund in payment institutions.

5.2.3 Promoting the development of offsite supervisory system for payment
institutions

PBC had taken the following measures to serve this purpose: a) drafting Protocol for Business
Requirements; b) strengthening the analysis of the business data from payment institutions and
making better use of statistics in terms of industry supervision; c¢) handling the complaints from

consumers so as to protect their legitimate rights and preserve payment service market order.

5.2.4 Innovating supervisory manners in payment and settlement area

PBC organized Risk Evaluation and Indicator Study of China Payment System based on the
development of China payment system while drawing lessons from peers both domestic and abroad
as well. This research set up the indicator system for risk evaluation of payment institutions and

explored the relevant methods and mechanisms.

5.3 On-site Inspection

5.3.1 The on-site inspection of pre-authorization risk events

In Feb. 2014, PBC organized the risk event investigation and on-site inspection on bankcard pre-
authorization engaged by some acquirers. Based on the foundings, PBC punished the relevant
payment institutions with misbehaviors seriously. Thereinto, 8 institutions were suspended to sign in
new merchants since 1 April 2014 and 2 institutions were asked to do self-examination and rectify
the wrongdoings. PBC followed up the rectification and inspected 3 acquirers who were suspended

to sign in new merchants.

5.3.2 The specific inspection on bankcard acceptance

In March 2014, PBC released Notice on Specific Inspection on Bankcard Acceptance and organized

the branches to perform specific inspection on bankcard acceptance business of 4 payment
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institutions. In September 2014, PBC announced the decision for the institutions to cease bankcard

acceptance service in some provinces/cities/regions.

5.4 Case Investigation

In 2014, leveraging on the information sharing and reporting mechanism on significant cases and
risk events in payment and settlement area, PBC further improved the information transmission
channels, issued Risk Event Special in Payment and Settlement Area regularly, which enhanced the
risk awareness of PBC branches, commercial banks and payment institutions. In 2014, PBC released

3 issues of the Special, covering prepaid card, bills, bankcard, accounts and e-payment etc..
Column 4

Rectifying Bankcard Acceptance Market and Maintaining
the Market Order

At the beginning of 2014, the risk events that lawbreakers made illegal high-value cash advance
from credit card by pre-authorization business happened in some regions. The merchants involved
reached 1 700 and credit cards 50 000. The transactions settled by this means amounted to CNY
5 billion and the credit line taken from issuing banks achieved CN'Y 600 million.

In order to mitigate the contagion effect of the risk events, PBC took the following measures:

a) PBC required acquirers to strengthen the monitoring and transaction identification of high-
value pre-authorization business and to check the merchants engaged in this business
immediately. For merchants suspected of assisting card holders to make cash advance via
credit card, the acquirers should defer the settlement, suspend transactions or even cease the
cooperation with them. For those suspected of breaking the law, acquirers should report the
cases to public security authorities.

b) PBC required the issuing banks to monitor the credit card accounts with abnormal behaviors
that deposit advance didn’t match the card holder’s credit history and high-value pre-
authorization business happened right after the deposit.

c) PBC required UnionPay to intensify the monitoring of high-value and suspicious
transactions and share the information with its participants so as to prevent the risk
contagion.

d) PBC required the branches to fully investigate the cases in their respective jurisdictions.

e) Relevant issuing banks, acquirers and the PBC branches where the risk events occurred

should report the case-related information to PBC timely.
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PBC branches performed on-site inspection for the bankcard acceptance business of the
payment institutions who were severely involved in the above risk events. It was found that all
these institutions had the improper behaviors such as failing to implement real-name system,
illegal placement of POS and bad management of the outsourcing services. In March 2014,
PBC released Announcement on Bankcard Pre-authorization Risk Events (Yinfa[2014] No.79).
Considering the merchant volume, transaction value and other issues, PBC punished the payment
institutions involved in the risk events seriously. 8 of them were suspended for the signing of new
merchants and 2 were required to do self-examination and rectify the wrongdoings. Furthermore,
sub-provincial branches and above carried out on-site inspections on bankcard acceptance
business of payment institutions who were severely involved in the pre-authorization risk events.
In September 2014, PBC issued Announcement on Special Inspections of Bankcard Acceptance
Business in 2014 (Yinfa [2014] No. 267). PBC ruled that 4 institutions should withdraw the
bankcard acceptance market orderly. By handling with pre-authorization risk events, PBC prevented
the contagion of risks and losses, rectified the bankcard acceptance market, punished the payment

institutions with misbehaviors and regulated the market of bankcard acceptance business.

Column 5

PBC Joint with Other Relevant Authorities Promoting
Campaign against Illegal Online Sale of Bankcard

Over these years, illegal online sale of bankcard was rampant, which severely disrupted the
market order and hurt the interests of card holders. The State Council attached great importance
to this issue. For the purpose to implement the guidelines of the State Council, strike the
illegal online sale of bankcard and maintain the fair and trustworthy environment, PBC, joint
with Ministry of Industry and Information Technology, Ministry of Public Security, State
Administration for Industry & Commerce, China Banking Regulatory Commission and National

Internet General Office, carried out the campaign against illegal online sale of bankcard.

On 29 December 2014, PBC along with relevant authorities released Notice of the People’s Bank
of China, Ministry of Industry and Information Technology, Ministry of Public Security, State
Administration for Industry & Commerce, China Banking Regulatory Commission and National
Internet General Office, on the Joint Campaign against Illegal Online Sale of Bankcard (Yinfa[2014]
No.394). The Notice announced that the authorities would carry out the campaign against illegal
online sale of bankcard nationwide from December 2014 to July 2015. The campaign aimed to:
a) purify the internet environment and protect card holders’ legitimate rights; b) standardize the
obtaining procedures of bankcard and strengthen bankcard account management; c) enhance the

public’s awareness of the nature and consequences of illegal online sale of bankcard.
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In order to ensure the implementation of the measures, PBC released Notice on the Campaign
against Illegal Online Sale of Bankcard (Yinfa[2015] No.8) to the branches and banking
institutions. PBC clarified the management of bankcard issuing business and arranged branches
to promote the campaign in their respective jurisdictions. Meanwhile, for the purpose to enhance
the publicity and the guidance of the campaign, PBC issued the news release named Press
Conference on the Campaign against lllegal Online Sale of Bankcard and Jointly Combating
Illegal Online Sale of Bankcard and Maintaining Fair and Trustworthy Environment—the
People’s Bank of China Organizing the Campaign against Illegal Online Sale of Bankcard.

6. Further Improvement of Rural Payment Service
Environment

Opinions of General Office of the State Council of the People’s Republic of China on Promoting
Finance to Serve “Agriculture, Farmer and Rural Areas”(Guobanfa [2014] No.17) covered the
improvement of rural payment service environment, which enhanced the attention and support from

relevant parties and promoted the development of rural payment service environment.

PBC released Guiding Opinions on Promoting the Development of Rural Payment Service
Environment. The Opinions mainly proposes requirements for benefiting-farmers policy, the
improvement of featured bankcard service for migrant workers, the diversification of service
providers, the promotion of non-cash payment instruments, other policy support, risk management

and publicity and training etc..

PBC strengthened data statistics and research. The data statistics for the development of rural
payment service environment is a fundamental task. Since 2014, PBC had organized the discussion,
modification and integration of relevant statistical tables and promoted the set-up of relevant data
reporting mechanism. Also, PBC had initiated research on benefiting-farmers payment service with

International Finance Corporation.

PBC intensified the publicity and supported the endeavors of other relevant authorities. PBC
adopted various methods such as lectures and trainings, “financial literacy month” and interviews
of governors and director generals to promote the awareness and demonstrate the good examples of
the development of rural payment service environment. Meanwhile, PBC supported the agriculture-
related tasks initiated by CBRC, the CPC Central Committee Leading Group Office of Agriculture
and the State Council Leading Group Office of Poverty Alleviation and Development covering

financial inclusion, No. 1 Document of the CPC Central Committee, microloan for poverty
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alleviation, regional rural financial reform and other policies sustaining agriculture and small

businesses.

7. Deepening International Cooperation in Payment and
Settlement Area

In 2014, PBC leveraged on the exchange platform provided by international organizations such as
CPMI®, EMEAP and SEACEN to deepen international cooperation, maintain favorable relations
with the members in payment and settlement area and enhance the participation in international

affairs in this regard.

In 2014, PBC fulfilled 2 terms of the chairman for EMEAP-WGPSS, assisted SEACEN to host the
SEACEN Course on Oversight of Payment and Settlement Systems, set up the steering group and
general office for financial market infrastructures and completed the 2™ round of Level 1 evaluation

for the implementation of the PFMIs.

In September 2014, CCP12 Global Conference was held in Shanghai. Meanwhile, the international
seminar on “the Reform and Mechanical Innovation of Post-crisis OTC market” was jointly hosted
by SHCH, CCP12 and NAFMIL.

8. Outlook for the Development of China Payment System

8.1 Advancing the Development of Legal Framework in Payment and
Settlement Area

PBC will: a) promote the promulgation of Rules on RMB Bank Account and explore the feasibility
for remote open-up of bank accounts; b) consolidate the system concerning market access of
bankcard clearing institutions; c) revise and release affiliated measures and contingency plans for

payment systems; d) issue relevant rules on payment innovation.

@ Tt was originally called CPSS and renamed on 1 Sep. 2014.
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8.2 Propelling the Development and Rollout of Relevant Systems

PBC will: a) organize the participants of the payment systems to migrate to the massage format of
CNAPS 1II and realize “Single Addressee” among all commercial banks; b) speed up the development
of CIPS.

8.3 Promoting the Use of Non-cash Payment Instruments

PBC will: a) form the joint group for the reform of bankcard pricing mechanism along with relevant
authorities and formulate the pricing reform plan in the guideline of “different rules for credit and
debit businesses and cancellation of industry classifications”; b) regulate the cooperation between
banks and payment institutions and urge them to implement relevant requirements such as customer
identification and transaction verification of bankcard instant payment business; c) print bills well

and prevent relevant risks.

8.4 Guding the Interbank Clearing Market

PBC will: a) open up the interbank clearing market step by step; b) guide RCBFCC to improve

internal risk control mechanism; c) promote the structural reform of CCCCB.

8.5 Strengthening the Supervision of Payment Institutions

PBC will: a) make the market access stricter, encourage the M&A among the existing approved
institutions and consolidate the exit mechanism; b) explore the classified and tiered supervisory
methods for payment institutions and reinforce the stimulus and binding mechanisms; c) assist
the cross-border and cross-boundary supervision of payment institutions; d) examine the self-
rectification of the payment institutions violated relevant rules concerning pre-authorization business;
e)organize some institutions’ exit from part of the bankcard acceptance market; f) organize the on-

site inspection of clients’ fund from payment institutions to evaluate relevant risks.

8.6 Fostering the Development of Rural Payment Service Environment

PBC will: a) promote the implementation of the requirements on favorable policies specified in
Opinions of General Office of the State Council of the People’s Republic of China on Promoting
Finance to Serve “Agriculture, Farmer and Rural Areas”; b)intensify the communication and
cooperation with local governments as well as finance, tax and telecommunications authorities
and promote the promulgation of targeted benefiting policies in the respect of finance, tax and
telecommunications services so as to foster the development of rural infrastructures; ¢) implement
Guiding Opinions of the People’s Bank of China on Promoting the Development of Rural Payment

Service Environment and encourage the payment and settlement divisions of PBC branches to
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accommodate to local conditions and explore innovative rural payment services and products.

8.7 Implementing the PFMIs and Furthering International Cooperation
in Payment and Settlement Area

PBC will continue to participate in international cooperation in payment and settlement area,
promote the development of regional payment and market infrastructures and enhance its role in

international affairs.
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1. Payment Systems

In 2014, the transaction of payment systems continued to grow steadily. All kinds of payment

s.ys.tems® processed 37.40 billion transactions with a total value of CNY 3 391.30 trillion, increased

by 29.85% and 15.36% year on year respectively. HVPS of PBC as well as intra-bank payment

systems of banking institutions had remained dominant in the payment transaction activities.

Table 1 Transactions Processed by Payment Systems in 2014

Unit: million transactions/CNY 100 billion/%

Transaction Percentage
Category
Volume Value Volume Value
HVPS 712.56 23 468.93 1.91 69.20
BEPS 1435.80 220.75 3.84 0.65
CIS 10.47 5.26 0.03 0.02
IBPS 1639.00 177.90 4.38 0.52
ACH 384.00 632.20 1.03 1.86
Intra—bank payment systems of banking institutions 14 318.10 8962.80 38.28 26.43
UnionPay Interbank Bankcard Clearing System 18 674.00 411.10 49.93 1.21
Draft Processing System and Payment & Clearing
. . 1.40 3.15 0.0 0.01
System for City Commercial Banks
Payment & Clearing System for Rural Credit Banks
228.72 30.86 0.61 0.09
of RCBFCC

Note: The sum of percentage for volume and value may not add up to 100% due to rounding.

1.1 Payment Systems of PBC

1.1.1 HVPS and BEPS of PBC

In 2014, HVPS and BEPS of PBC processed 2.15 billion transactions with a total value of CNY
2 368.97 trillion, up by 31.44% and 13.83% year on year respectively, both of which continued to

represent a rapid growth in scale.

©) Payment systems include HVPS, BEPS, CIS, IBPS, ACH, intra—bank payment systems of banking institutions, UnionPay

Interbank Bankcard Clearing System, Draft Processing System and Payment and Clearing System for City Commercial Banks, Payment

and Clearing System for Rural Credit Banks of RCBFCC and DFCPS.
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Table 2 Transactions Processed by HVPS and BEPS of PBC during 2009-2014

Unit: 100 million transactions/CNY trillion

HVPS BEPS
Year Total volume Total value
Volume Value Volume Value
2009 2.48 803.95 2.26 11.46 4.74 815.41
2010 291 1104.37 3.87 16.21 6.78 1120.58
2011 3.72 1355.28 5.63 18.36 9.35 1373.64
2012 4.70 1772.00 7.55 18.55 12.25 1790.55
2013 5.95 2 060.76 10.40 20.32 16.35 2 081.08
2014 7.13 2 346.89 14.36 22.08 21.49 2 368.97

1.1.1.1 HVPS

In 2014, the transactions handled by HVPS grew rapidly. According to the statistics of nostro
accounts of payment, HVPS processed 713 million transactions with a total value of CNY 2 346.89
trillion, up by 19.83% and 13.88% year on year respectively. On average, the value per transaction
decreased by 4.83% to CNY 3.29 million and the daily® transaction volume was 2.85 million with a
value of CNY 9.39 trillion.

million transactions/CNY trillion %
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Figure 1 Trend of Changes in Transaction Volume and Value of HVPS during 2006-2014%

(D Tn 2014, HVPS ran for 250 working days in total.
(@ HVPS was rolled out in June 2005. Thus, the statistics of the annual growth rate started from 2006. This applies to the trend

change charts of payment systems hereinafter.
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Figure 2 Trend of Changes in Transaction Volume and Value of HVPS in 2014

Transactions of HVPS mainly concentrated in eastern regions. According to the statistics of nostro
and vostro accounts of payment transactions in 2014, transactions processed by HVPS in eastern,
middle, western and northeastern regions® reached 895 million, 234 million, 224 million and 72
million in volume respectively, accounting for 62.81%, 16.43%, 15.74% and 5.02% of the total
transaction volume handled by HVPS respectively, with CNY 3 671.74 trillion, CNY 358.95 trillion,
CNY 443.50 trillion and CNY 219.60 trillion in value respectively, which accounted for 78.22%,
7.65%, 9.45% and 4.68% of the total value respectively. By the end of 2014, transaction volume of
HVPS in eastern, middle, western and northeastern regions grew by 18.54%, 21.24%, 23.76% and
14.29% year on year respectively, and transaction value grew by 15.04%, 10.07%, 10.06% and 9.32%
year on year respectively.

(D The eastern regions include Beijing, Tianjin, Hebei, Shanghai, Jiangsu, Zhejiang, Fujian, Shandong, Guangdong and Hainan.
The middle regions include Shanxi, Anhui, Jiangxi, Henan, Hubei and Hunan. The western regions include Inner Mongolia, Guangxi,
Chongqing, Sichuan, Guizhou, Yunnan, Tibet, Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang. The northeastern regions include

Liaoning, Heilongjiang and Jilin.
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Figure 3 Trend of Changes in Transaction Volume of HVPS during 2006-2014 (by Region)
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Figure 4 Trend of Changes in Transaction Value of HVPS during 2006-2014 (by Region)

1.1.1.2 BEPS

According to the statistics of nostro accounts of payment transactions, BEPS processed 1 436 million
transactions with a total value of CNY 22.08 trillion in 2014, up by 38.08% and 8.66% year on year
respectively. On average, the value per transaction decreased by 21.03% to CNY 15 400 and the

dalily® transaction volume was 3.97 million with a value of CNY 60.98 billion.

@ In 2014, BEPS ran for 362 working days in total.
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Figure 5 Trend of Changes in Transaction Volume and Value of BEPS during 2006-2014"
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Figure 6 Trend of Changes in Transaction Volume and Value of BEPS in 2014

(D In 2007, due to the electronic interbank remittance spread business of ABS, the volume of transactions via BEPS of the year
was abnormal and incomparable, as a result, the annual growth rate of transaction value handled by BEPS in 2008 is not marked in the

figure.
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1.1.2 CIS

In 2014, the volume of transactions handled by CIS declined slightly compared to 2013. According
to the statistics of nostro accounts of payment transactions, CIS processed 10.47 million transactions
with a total value of CNY 526.30 billion in 2014, down by 4.83% and 2.40% year on year
respectively. On average, the value per transaction increased by 2.65% to CNY 50 300 and the
daily® transaction volume was 28 900 with a value of CNY 1.45 billion.
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Figure 7 Trend of Changes in Transaction Volume and Value of CIS during 2007-2014
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Figure 8 Trend of Changes in Transaction Volume and Value of CIS in 2014

(D Tn 2014, CIS ran for 362 working days in total.
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1.1.3 IBPS

In 2014, transactions of IBPS continued to maintain a rapid growth. By the end of 2014, 146 banking
institutions had been connected to the system. IBPS processed 1 639 million transactions with a
total value of CNY 17.79 trillion in 2014, up by 128.27% and 87.86% year on year respectively. On
average, the value per transaction decreased by 17.42% to CNY 10 900 and the daily® transaction
volume was 4.53 million with a value of CNY 49.14 billion.
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Figure 9 Trend of Changes in Transaction Volume and Value of IBPS during 2010-2014
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Figure 10 Trend of Changes in Transaction Volume and Value of IBPS in 2014

(D Tn 2014, TBPS ran for 362 working days in total.
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1.1.4 DFCPS

Transactions of DFCPS continued to grow rapidly in 2014. By the end of 2014, DFCPS had 40 direct
participants, 598 indirect participants and 4 clearing banks. According to the statistics of nostro
accounts of payment transactions, DFCPS processed 1.91 million transactions in 2014, with a total
value of USD 862.49 billion, up by 37.06% and 20.61% year on year respectively. On average, the
value per transaction decreased by 11.99% to USD 451 300 and the daily® transaction volume was
7 600 with a value of USD 3.45 billion.
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Figure 11 Trend of Changes in Transaction Volume and Value of DFCPS during 2008-2014

1.1.5 ACH

In 2014, transaction volume of ACH decreased slightly. ACH processed 384 million transactions in
2014, with a total value of CNY 63.22 trillion, fell by 8.34% and 7.42% year on year respectively.
The daily® transaction volume was 1.54 million with a value of CNY 252.88 billion.

@ 1In 2014, DFCPS ran for 250 working days in total.
(2 1In 2014, ACH ran for 250 working days in total.
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Figure 12 Trend of Changes in Transaction Volume and Value of ACH during 2007-2014

1.2 Systems Operated by Other Institutions

1.2.1 Intra-bank payment systems of banking institutions

In 2014, transactions processed by intra-bank payment systems of banking institutions maintained
the growth trend. According to the statistics of nostro and vostro accounts of payment transactions,
the systems processed 14.32 billion transactions with a total value of CNY 896.28 trillion in 2014,
up by 33.07% and 20.31% year on year respectively. On average, the value per transaction decreased
by 9.67% to CNY 62 600.

As the main payment service providers, state-owned commercial banks processed 10.18 billion
transactions with a total value of CNY 496.06 trillion in 2014, accounting for 71.06% and 52.33% of
the total transactions processed by intra-bank payment systems of banking institutions respectively,
which were 3.64 percentage points higher and 1.57 percentage points lower than those of last year
respectively. Thereinto, transaction volume of foreign banks, joint-stock commercial banks, state-
owned commercial banks grew rapidly and they ranked the top three in terms of the growth rate of

transaction value.
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Figure 13 Trend of Changes in Transaction Volume and Value of Intra-bank Payment Systems
of Banking Institutions during 2006-2014

Table 3 Transaction Volume of Intra-bank Payment Systems of Banking Institutions in 2014

Unit: 10 000 transactions/%/percentage point

Category 2013 2014 Change in.
Volume Percentage Volume Percentage | percentage points
Policy banks 73.24 0.01 63.24 0.00 0.00
State-owned commercial banks 725 357.58 67.42 1017 484.84 71.06 3.64
Joint-stock commercial banks 107 717.02 10.01 192 555.68 13.45 3.44
City commercial banks 40 198.68 3.74 46 005.81 3.21 -0.52
Rural commercial banks 102 138.33 9.49 56 856.15 3.97 -5.52
Rural credit cooperatives 42439.19 3.94 40 439.28 2.82 -1.12
Foreign-invested banks 71.07 0.01 137.19 0.01 0.00
PSBC 57 920.61 5.38 78 271.60 5.47 0.08

Table 4 Transaction Value of Intra-bank Payment Systems of Banking Institutions in 2014

Unit: CNY 100 million/%/percentage point

Catogory 2013 2014 Change in.
Value Percentage Value Percentage | percentage points
Policy banks 9336.54 0.13 9930.05 0.11 -0.01
State-owned commercial banks 4016 467.95 53.90 4 690 597.40 52.33 -1.56
Joint-stock commercial banks 1826 263.89 24.51 2526 582.27 28.19 3.68
City commercial banks 825 391.75 11.08 854 484.52 9.53 -1.54
Rural commercial banks 343 676.78 4.61 395 469.90 441 -0.20
Rural credit cooperatives 216 496.67 291 245 554.00 2.74 -0.17
Foreign-invested banks 109 366.82 1.47 132 285.66 1.48 0.01
PSBC 105 227.92 1.41 107 893.76 1.20 -0.21
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Table 5 Transaction Volume and Value of Intra-bank Payment Systems of Banking
Institutions in 2014

Unit: 10 000 transactions/CNY 100 million/%

2013 2014 Growth rate
Category

Volume Value Volume Value Volume | Value
Policy banks 73.24 9336.54 63.24 9930.05 | -13.66 6.36
State-owned commercial banks 725357.58 | 401646795 | 1017 484.84 | 4690 597.40 40.27 | 16.78
Joint-stock commercial banks 107 717.02 | 1 826 263.89 192 555.68 | 2526 582.27 78.76 | 38.35
City commercial banks 40 198.68 825391.75 46 005.81 854 484.52 14.45 3.52
Rural commercial banks 102 138.33 343 676.78 56 856.15 | 395469.90 | -44.33 | 15.07
Rural credit cooperatives 42 439.19 216 496.67 40 439.28 245 554.00 -4.71 | 1342
Foreign-invested banks 71.07 109 366.82 137.19 132 285.66 93.04 | 20.96
PSBC 57 920.61 105 227.92 78 271.6 107 893.76 35.14 2.53
Total 1075915.72 | 7452228.32 | 1431813.79 | 8962 797.56 33.08 | 20.27

1.2.2 UnionPay Interbank Bankcard Clearing System

In 2014, the volume of transactions processed by UnionPay Interbank Bankcard Clearing System

grew steadily. The system successfully® processed 18.67 billion transactions with a total value

of CNY 41.11 trillion, up by 23.34% and 27.29% year on year respectively. Among these

transactions, volume and value of successful transactions via ATM? reached 7.51 billion and

CNY 4.52 trillion, up by 13.13% and 25.01% year on year respectively, and those of successful
transactions via POS reached 9.77 billion and CNY 29.18 trillion, up by 28.10% and 16.22% year

on year respectively.

(D Those were the successful interbank transactions of ATM, POS and other channels based on bankcards through

internet,telephone, including depositing, withdrawing, consuming, transferring and inquiring.

@ Those included depositing, withdrawing, transferring and inquiring.
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Source: China UnionPay Co., Ltd..

Figure 14 Trend of Changes in Volume and Value of Successful Interbank Bankcard Transactions during 2003-2014

The year of 2014 had witnessed a stable expansion for UnionPay’s international services, and by the
end of the year, 150 countries and regions had accepted UnionPay card businesses. Among these
countries and regions, 107 accepted UnionPay cards in merchants, 129 in ATM terminals and 39
issued UnionPay standard cards. By the end of 2014, the accumulated number of UnionPay standard
cards issued abroad had approached 37.26 million. There were 359 oversea institutions joined in the
union and engaged in UnionPay card businesses, among which, 137 issued the cards, 300 accepted

the cards and 65 accepted the cards online.
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Figure 15 Expansion of UnionPay Overseas Acceptance Market during 2004-2014
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1.2.3 Draft Processing System and Payment and Clearing System for City
Commercial Banks

In 2014, transaction volume of Payment and Clearing System of CCCCB continued to rise steadily.
There were 86 banks connected to the system and 4 164 correspondent bank branches, with an
increase of 11 and 551 over the year respectively. The system processed 1.40 million transactions
with a total value of CNY 314.65 billion, up by 76.44% and 40.03% year on year respectively.

In 2014, transaction volume of Draft Processing System for City Commercial Banks kept
decreasing. 25 900 bank drafts were issued with a total value of CNY 33.50 billion, down by 4.07%
and 4.23% year on year respectively. 13 000 bank drafts were honored with a total value of CNY
18.29 billion, down by 17.72% and 12.81% year on year respectively. Of those, 3 400 drafts were
honored by ICBC with a value of CNY 3.91 billion, decreased by 20.93% and 18.54% year on

year respectively.
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Source: CCCCB.

Figure 16 Trend of Changes in Volume and Value of Payment and Clearing
Transactions of CCCCB during 2009-2014
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Figure 17 Breakdown of Transaction Volume of Payment and Clearing of CCCCB in 2014
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Figure 18 Breakdown of Transaction Value of Payment and Clearing of CCCCB in 2014

1.2.4 Payment and Clearing System for Rural Credit Banks of RCBFCC

In 2014, the transactions processed by rural cooperative financial institutions via Payment and
Clearing System for Rural Credit Banks increased further. 228.72 million payment and settlement
transactions were processed with a total value of 3.09 trillion, up by 88.19% and 25.15% year on
year respectively. Among those, the system processed 71.34 million transactions of deposits and

withdrawals of individual accounts with a value of CNY 1.35 trillion”, down by 0.67% and up by

(@ Of that, the volume of deposits (included local to nonlocal) was 62.33 million with the value of CNY 1.00 trillion, the volume of
withdrawals (included nonlocal to local) was 9.01 million with the value of CNY 346.54 billion.
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0.44% year on year respectively; issued 24 200 bank drafts valuing CNY 5.78 billion, down by 4.05%
and 21.97% year on year respectively; disbursed 8 400 bank drafts valuing CNY 3.23 billion, down
by 24.78% and 31.30% year on year respectively; processed 10.48 million transactions of electronic
transfers with a value of CNY 521.96 billion, up by 121.74% and 61.58% year on year respectively.
In 2014, the stable operation ratio of Payment and Clearing System for Rural Credit Banks reached
99.991% and the stable operation ratio of the fundamental resources of RCBFCC’s Cloud-based
payment platform reached 99.997%.
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Source: RCBFCC.
Figure 19 Trend of Changes in Transaction Volume and Value of Payment and Clearing System for Rural Credit Banks

during 2006-2014
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Figure 20 Breakdown of Transaction Volume of Payment and Clearing System for Rural Credit Banks in 2014
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Figure 21 Breakdown of Transaction Value of Payment and Clearing System for Rural Credit Banks in 2014

2. Securities Settlement Systems

Securities Registration and Settlement System of China is mainly built around bill market, bond
market, stock market and futures market, and mainly consists of Electronic Commercial Draft
System (ECDS), Central Bond Generalized System (CBGS), Securities Registration and Settlement
System of SD&C, the registration and settlement system of SHCH, the settlement systems of futures

exchanges.

2.1 ECDS

In order to further promote the development of domestic bill market, on the basis of sufficient
argumentation and research, PBC decided to propose the construction of ECDS in Jan. 2008. After
almost one year’s jointly development, tests and simulations operated by related parties, ECDS was

formally put into operation on Oct. 28 2009.

ECDS is a comprehensive business processing platform that relies on network and computer
technology. It receives, registers and forwards electronic commercial draft data messages. It
also provides services related to electronic commercial draft monetary payment, fund settlement
behaviors, paper commercial draft registration and query, and commercial draft public offering. At
present, China National Clearing Center (CNCC) is responsible for the operation and maintenance of

this system.

ECDS mainly fulfills the electronic processing of commercial draft business, and it also processes
the registration and query of paper commercial drafts and public offerings of commercial drafts.

The system supports the business processing of electronic commercial draft issuance, endorsement,
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discount, discount by transfer, rediscount, mortgage, pledge, release of pledge, assurance, prompt
payment, recourse etc.. It is able to effectively reduce the default risk of commercial draft exchange
activities. In regard to the requirements of the rediscount management of PBC, ECDS could connect
to the rediscount system based on certain means of data interface, in order to meet the demand of
rediscount business of PBC’s rediscount management, which consists of query, receipt, approval and

settlement of rediscount funds.

ECDS implemented the entire computerization processing of commercial draft issuance, circulation
and cashing. The accomplishment of ECDS is beneficial to form a unified national bill market, to
improve the transparency of bill market, and to enhance the interest rate liberalization. By the end of
2014, the number of ECDS participants had reached 373, increasing by 14 compared with past year.
In 2014, 844 900 drafts were issued by ECDS with a total value of CNY 3.13 trillion, up by 62.20%
and 97.29% year on year respectively. 837 800 drafts were accepted with a total value of CNY 3.07
trillion, up by 56.69% and 88.95% year on year respectively. 235 300 drafts were discounted with a
total value of CNY 1.50 trillion, up by 75.19% and 134.28% year on year respectively. 491 100 drafts
were discounted by transfer with a total value of CNY 4.81 trillion, up by 95.75% and 146.39% year

on year respectively.

2.2 GCBGS

The operation system of CBGS worked steadily. In 2014, the number of bonds issued in the
interbank bond market increased rapidly. The total volume of bond depository in CCDC continued
to grow steadily. Bond transaction in cash had some reduction, but bond repurchase activities were
obviously active and the volume of bond settlement increased slightly, while the scale of DVP

settlement continued to expand.

The growth of the overall scale of bond issuance increased rapidly. In 2014, the overall issuance
in the bond market amounted to CNY 11.87 trillion, increasing by 3.17 trillion compared with that of
2013, up by 36.47% year on year. In 2014, the number of new bond issuance via CCDC was 1 458 with
a gross value of CNY 5.95 trillion, which accounted for 50.13% of the total bond market issuance.
The number of new bond issuance via SHCH was 4 691 with a gross value of CNY 5.54 trillion,
which accounted for 46.67% of the total bond market issuance. The rest were corporate bonds and
small-and-medium-sized enterprise private placement bonds issued by the exchanges. There were
624 of them and the overall value amounted to CNY 0.38 trillion, which accounted for 3.20% of the

total bond market issuance.

Regarding to the types of the bonds newly issued, in 2014, treasury bond issuance increased by 7.39%
to CNY 1.44 trillion, and policy bank bond issuance increased by 10.65% to CNY 2.30 trillion.
Influenced by Commercial Bank Capital Management Approach (Trial) issued by CBRC, in the past
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two years the scale between the secondary capital instruments and the commercial bank subordinated
debt presents tradeoffs. Among them, commercial bank bond issuance dropped by 25.34% to CNY
0.08 trillion, while secondary capital instruments issued CNY 0.36 trillion. Corporate bond issuance
increased by 46.50% to CNY 0.70 trillion, MTN (Medium Term Note) increased by 40.98% to CNY
0.95 trillion, short-term financing bonds (including super short-term financing bonds) increased
by 35.64% to CNY 2.15 trillion, and PPN (Private Placement Note) increased by 80.22% to CNY
1.02 trillion. As the primary bond types, policy bank bond and treasury bond together accounted for

31.45% of the overall market issuance.

Table 6 Issuance of Bond Market in 2014

Issuance (billion) Volume
The total 11 874.98 6773
CCDC 5951.78 1458
SHCH 5538.40 4691
SD&C 384.80 624

Sources: China Bond Website, SHCH Website and Wind.

M 4.69% M 1.06%

[ 6.00%

B 11.70% W 38.61%
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B Municipal bonds B Savings bonds B Government-backed agency bonds
H Enterprise bonds H The secondary capital tools ™ ABS
B Others

Figure 22 Breakdown of Bond Issuance Amount by Bond Types of CCDC in 2014

The overall amount of bond depository continued to grow steadily. By the end of December
2014, a total value of bond depository had increased by CNY 6.16 trillion to CNY 35.64 trillion
with a year-on-year increase of 20.90%. CNY 28.73 trillion was deposited in CCDC, accounting
for 80.60% of the total bond depository. CNY 5.56 trillion was deposited in SHCH, accounting for
15.60% of the total bond depository. CNY 1.35 trillion was deposited in the exchanges, accounting
for 3.79% of the total bond depository.
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Table 7 Depository Volume and Value in Bond Market in 2014

Value (billion) Volume
The total 35 644.96 11075
CCDC 28 730.56 4858
SHCH 5564.32 4818
SD&C 1 350.07 1399

Sources: China Bond Website, SHCH Website, China Settlement Website and Wind.
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Figure 23 Trend of Changes in Bond Depository Volume and Value in CCDC during 2006-2014

The scale of cash transactions declined slightly, but that of repurchase transactions rose up
considerably. In 2014, cash and repurchase transactions of the bond market settled for CNY 352.21
trillion with an year-on-year increase of 30.03%. Thereinto, the settlement of cash transactions
amounted to CNY 40.64 trillion in value, down by 6.00%, and that of repurchase transactions
achieved CNY 311.57 trillion in value, up by 36.88%.

Total transaction value settled via CCDC was CNY 244.53 trillion with a year-on-year increase
of 24.82%. Thereinto, cash transactions amounted to CNY 30.98 trillion, down by 16.20% and
repurchase transactions reached CNY 213.55 trillion, up by 34.37% year on year. Total transaction
value settled via SHCH was CNY 24.52 trillion, up by 125.74% on a year-on-year basis. Thereinto,
cash transactions settled amounted to CNY 8.55 trillion, up by 62.60% year on year. Repurchase
transactions reached CNY 15.98 trillion, up by 185.04% year on year. Bond transactions settled
via the exchanges reached CNY 83.15 trillion with a year-on-year increase of 29.76%. Thereinto,
cash transactions settled amounted to CNY 1.11 trillion, up by 10.27%, and repurchase transactions
reached CNY 82.04 trillion, up by 30.07% year on year.
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Table 8 The Settlement of Bond Market in 2014
Value (trillion) Volume

The total 352.21 1396271
CCDhC 244.53 985 256

Cash transactions 30.98 320 530

Repurchase transactions 213.55 664 726
SHCH 24.52 411015

Cash transactions 8.55 123 319

Repurchase transactions 15.98 287 696
SD&C 83.15

Cash transactions 1.11

Repurchase transactions 82.04

Sources: China Bond Website, SHCH Website, China Settlement Website and Wind.

Regarding to the bond types of the cash transactions, the treasury bonds together with local

government bonds settlement increased by 0.97%, amounting for 14.39% of the total cash settlement

amount. The central bank notes settlement dropped by 2.14%, accounting for 0.31% of the total

cash settlement amount. The policy bank bonds settlement increased by 9.91%, making up 40.15%

of the total cash settlement amount. The credit bonds settlement decreased by 15.31%, amounting

for 35.60% of the total cash settlement amount. The gross over-the-counter commercial bank bonds

settlement summed up to CNY 6.18 billion, with a year-on-year increase of 230.07%.
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Figure 24 Trend of Changes in Bond Settlement Amount in CCDC during 2006-2014
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The scale of DVP settlement made steady progress and the total DVP settlement amount
continued to expand. In 2014, the number of interbank bond market participants adopting DVP
settlement grew rapidly, non-bank institutions brisked up in bond settlement by DVP. By the end of
2014, the total number of interbank settlement participants adopting DVP settlement had hit 5 704,
newly increased by 1 057. Among them, 228 institutions handled businesses by their own clearing
accounts of payment system and the other 5 476 institutions handled through their bond settlement
accounts issued in CCDC. In 2014, the total DVP settlement volume and value reached 1.65
million and CNY 446.57 trillion, with a year-on-year increase of 48.77% and 44.10% respectively.
Considering the statistics of the entire year, the value of DVP settlement accounted for 97.49% of the
market value, up by 10.15% year on year. There were 250 working days for 2014 in total, of which
daily DVP settlement amounted to CNY 1.79 trillion, up by 42.40% over the previous year.
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Figure 25 Trend of Changes in Gross Settlement Value and DVP Settlement Value during 2006-2014

Bond redemption and cash payment ran smoothly. In 2014, the total number of treasury bonds,
financial bonds, corporate bonds, mid-term bonds, central bank notes, commercial bank bonds and
asset backed securities which made coupon payment was 4 513, up by 22.30% year on year, the
volume and value of total coupon payment of bonds reached 120 thousand and amounted to CNY 4.40

trillion respectively.
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Column 6

Automatic Pledge Financing Business and Bulk Electronic
Payment System (BEPS) Pledge Business

As the provider of payment clearing and settlement services, PBC offers participants financing
during the day and anti-risk financial facilities to improve liquidity and reduce risk. Delegated
and authorized by PBC, CCDC provides automatic pledge financing and BEPS pledge services

for payment system participants.

Automatic pledge financing business means that when a commercial bank is in insufficient
position of HVPS clearing account, it can pledge its bonds which were hosted by CCDC to
PBC for temporary financing to complete the final clearing of payment business, and remove
the pledge after funds restituted. Related business institutions include: Interim Administrative
Measures on Automatic Pledge Financing Business by PBC, Master Agreement of Automatic
Pledge Financing Business and Operating Rules on Automatic Pledge Financing Business by
CCDC.

BEPS pledge business refers to the business that commercial banks hypothecate their bonds
which are hosted in CCDC to PBC for pledged amount as a net debit cap to guarantee the net
liquidation in BEPS and IBPC. Related business institutions include: Interim Administrative
Measures on BEPS Pledge Business (issued by PBC), Master Agreement of BEPS Pledge
Business, and Operating Rules on BEPS Pledge Business by CCDC.

Automatic pledge financing business serves for direct participants of HVPS. 7 pledge financing
businesses were operated by 5 participants with CNY 65.49 million in total, which were
automatic trigger financing mode and repayment same day, since automatic pledge financing
business had been launched by PBC in May 2006. By the end of 2014, there were 79 commercial
banks who opened automatic pledge financing business. Establishing financing mechanism will
help improve the payment and clearing efficiency, and promote commercial banks to strengthen
their liquidity management. Since commercial banks fully achieved “Single Addressee”, the
headquarters of commercial banks could use clearing account to manage overall liquidity of
themselves and their branches, commercial bank headquarters’ clearing account are less likely
lack of daytime position and there may be fewer endogenous demand of daytime financing, but

automatic pledge financing is also the important anti-risk mechanism of HVPS.

BEPS pledge business serves commercial banks netting by BEPS. Since PBC launched BEPS
pledge business in February 2006, 758 bond pledge businesses and distribution of pledged
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quota businesses occurred. By the end of 2014, 90 commercial banks had operated BEPS pledge
business with hypothecated bonds worthy of CNY 143.80 billion and achieved pledge amounted
to CNY 129.40 billion (net debit cap). Commercial banks deal with daily BEPS clearing business
by using net debit cap that comes from credit line, earmarked capital and quota of pledge. Among
them, credit line is unable to be used, and earmarked capital needs banks to freeze a part of their
own capital. The hypothecated amount is the amount of increased net debit cap in BEPS and IBPS
which commercial banks can obtain by hypothecating their idle bonds to PBC through BEPS
pledge business. Therefore, there are no cash flows in BEPS pledge business compared with
automatic pledge financing business. Pledged amount of commercial banks through hypothecating
bonds can be used as net debit cap to fulfill the clearing requirements in BEPS and IBPS without
earmarked capital, so as to enhance commercial banks’ liquidity. For unexpired pledged bonds,
commercial banks can replace bonds at any time according to their business requirements. For the
expiring pledged bonds, CCDC offers “automatic expiration replacement’ service. BEPS pledge
business enhances liquidity for commercial banks and provides convenience to improve the using

efficiency of bonds, since every commercial bank is in demand of net debt cap.

With the strong support of PBC, CCDC provides services of automatic pledge financing business
for PBC’s HVPS and pledged amount management for PBC’s BEPS through networking
operations, which enhances the liquidity, guarantees the stable operations, and brings further

development for the stability and effectiveness of the entire payment and settlement system.

2.3 Securities Registration and Settlement System of SD&C

In 2014, Securities Registration and Settlement System of SD&C operated smoothly. The number
of security accounts grew comparatively sharply, and that of securities registered and deposited at

SD&C increased obviously.

2.3.1 The number of newly-opened accounts increased

At the end of 2014, SD&C had 7 481 SSE listed A-share account-opening agencies, up by 1 044
over the last year, and 6 887 SZSE listed A-share account-opening agencies, up by 1 112 over the

last year.

About 9.51 million new accounts were opened in 2014, up by around 4.58 million, namely 92.92%
from last year. Of these, 9.49 million were A-share accounts, which increased by 4.58 million,
namely 93.21% from last year, and 17 400 were B-share accounts, which increased by 1 100, namely

6.75% from last year.
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Figure 26 The Number of Newly-Opened A-Share Accounts during 2000-2014

By the end of 2014, the number of share accounts was about 184.01 million, of which A-share
accounts increased by 8.82 million to 181.46 million, with a year-on-year increase of 5.11%, and
B-share accounts increased by 12 900 to 2.56 million, with a year-on-year increase of 0.51%. It was
verified and reported by securities companies that there were 41.86 million dormant accounts, the

total valid share accounts amounted to 142.15 million.

2.3.2 The quantity of securities registered and deposited at SD&C increased significantly

By the end of 2014, there were 6 330 securities registered and deposited at SD&C, of which A-shares
increased by 124 to 2 593, B-shares decreased by 2 to 104, treasury bonds increased by 12 to 189,
municipal bonds increased by 1 to 7, policy-based financial bonds reached 3, corporate bonds increased
by 169 to 687, enterprise bonds increased by 523 to 1 503, convertible bonds increased by 3 to 30,
detachable convertible bonds decreased by 8 to 2, SME private placement bonds increased by 299 to
613, close-end funds decreased by 23 to 14, ETFs increased by 19 to 104, LOFs increased by 82 to 388,
open-end monetary funds increased by 2 to 10, asset-backed securities increased by 57 to 83.
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Figure 27 Breakdown of Securities Registered and Deposited at SD&C in 2014
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By the end of 2014, the nominal value of the securities registered and deposited at SD&C had
amounted to CNY 6.57 trillion, of which the nominal value of negotiable A-shares was CNY 3.26
trillion, and that of negotiable B-shares amounted to CNY 27.61 billion, restricted negotiable shares
CNY 402.05 billion, non-negotiable shares CNY 412 million, treasury bonds CNY 265.34 billion,
municipal bonds CNY 1.71 billion, policy-based financial bonds CNY 30.00 billion, enterprise
bonds CNY 1 066.96 billion, corporate bonds CNY 999.61 billion, convertible bonds CNY 115.32
billion, detachable convertible bonds CNY 9.80 billion, SME private placement bonds CNY 108.52
billion, close-end funds CNY 28.45 billion, ETFs CNY 80.82 billion, LOFs CNY 134.01 billion,
open-end monetary funds CNY 20.99 billion, asset-backed securities CNY 24.43 billion.
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Figure 28 Breakdown of Nominal Value of Securities Registered and Deposited at SD&C in 2014

At the end of 2014, the total market value of negotiable securities registered and deposited at SD&C
amounted to CNY 35.76 trillion, of which the market value of A-shares was CNY 32.47 trillion and
negotiable B-shares was CNY 171.40 billion, treasury bonds CNY 266.10 billion, municipal bonds
CNY 1.71 billion, policy-based financial bonds 31.46 billion, enterprise bonds CNY 1 085.32 billion,
corporate bonds CNY 995.34 billion, convertible bonds CNY 169.52 billion, detachable convertible
bonds CNY 9.35 billion, SME private placement bonds CNY 99.62 billion, close-end funds CNY
20.07 billion, ETFs CNY 247.78 billion, LOFs CNY 143.41 billion, open-end monetary funds CNY
26.77 billion, asset-backed securities CNY 21.86 billion.
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Figure 29 Breakdown of Market Value of Securities Registered and Deposited at SD&C in 2014

2.3.3 Gross settlement value and net settlement value increased sharply

In 2014, the gross settlement value of SD&C increased to CNY 541.36 trillion by 52.37% on a year-
on-year basis, namely CNY 186.06 trillion. The net settlement value increased to CNY 23.79 trillion
by 74.67% on a year-on-year basis, namely CNY 10.17 trillion.

2.3.4 The open-end fund business developed steadily

By the end of 2014, there were 148 asset managers participating in the open-end fund TA system of
SD&C, including 58 fund management companies, 89 securities firms and 1 commercial bank. And
there were 223 sales agencies, including 41 commercial banks, 97 securities companies, 61 fund
management companies and asset management companies, 23 professional sales organizations, and a
futures company. 2 698 financial products were issued, including 450 open-end funds, 23 innovative
close-end funds, 2 211 collective asset management schemes sponsored by securities firms and
14 bank financial products. The product line covered equity, bond, hybrid fund, MMF, principal
guaranteed fund, QDII, FOF, LOF, Fund Expert of Shanghai Stock Exchange, OTC ETF, etc..
Moreover, the TA system fully supported operations of collective asset management schemes, such
as subscription and redemption, dividend distribution, performance-based compensation, limited

return guarantee, roll over and cross-TA transfer.
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2.4 Registration and Settlement System of SHCH

By the end of 2014, SHCH had provided registration and settlement services to thirteen innovative
products including credit risk mitigation warrant, super short-term commercial paper, non-financial

corporation asset backed notes, project revenue notes etc. for settlement members.

The scale of issuance and depository service continued to expand. In 2014, the gross nominal
value of all debt instruments issued and deposited at SHCH was CNY 5.54 trillion, the gross nominal
value of principal and interest payment was 2.66 trillion, the depository balance was 5.56 trillion.
SHCH extended the issuance and depository service to PRN. Of the gross debt instrument issuance,
CNY 4.18 trillion was debentures, up by 71.31% year on year and CNY 467.19 billion was financial
bonds, up by 33.80% year on year.

The scope of market service enlarged gradually. In 2014, 5 136 investor accounts were opened
at SHCH, of which 3 were policy banks, 421 were commercial banks, 108 were securities firms, 91
were insurance companies, 7 were fund management companies, 121 were credit cooperatives, 100
were non-bank financial institutions, 29 were non-financial corporations, 120 were foreign institutions
approved by PBC and 4 136 were non-corporate entities. The non-corporate entities that had opened
accounts at SHCH included 1 366 securities investment funds, 1 379 pension schemes, 92 insurance
products, 457 trust products, 500 asset management schemes by securities firms, 56 social security
funds, 29 asset management schemes by insurance companies, 133 asset management portfolios for

specific customers of fund management companies and 124 other non—corporate entities.

2.5 Futures Exchange Settlement System

Futures Exchange is the institution responsible for settlement, margin management and risk control
of futures trading in China. Currently, there are four futures exchanges in China and each has its own
futures settlement system. Futures settlement system mainly processes calculation and transfer of

member’s position, profit, margin, fees and payments.

Currently, China’s onshore futures settlement system adopts two types of settlement structures: one-
tier membership structure adopted by Shanghai Futures Exchange, Zhengzhou Commodity Exchange
and Dalian Commodity Exchange as well as multi-tiered membership structure adopted by China

Financial Futures Exchange.

Shanghai Futures Exchange. In 2014, Shanghai Futures Exchange deepened payment and
settlement system reform, which had strongly supported new product listing, continuous trading,
bonded futures delivery, and reduced the cost of market participants. In 2014, accumulated trading
volume was 842 million contracts with a total value of RMB 6.32 billion on unilateral basis, with

a year-on-year growth rate of 31.10% and 4.67% respectively. The delivery volume was 325 770
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contracts with a total value of CNY 31.70 billion.

Zhengzhou Commodity Exchange. At present, 16 products are listed on ZCE, including wheat,
early indica rice, japonica rice, late hsien rice, cotton, sugar, rapeseed, rapeseed oil, rapeseed dregs,
steam coal, methanol, purified terephthalic acid, glass, silicon iron and silicon-manganese, which
form a comprehensive range of products covering several crucial areas of the national economy
including agriculture, energy, chemical industry and construction materials. In 2014, accumulated

trading volume of ZCE was 676 million contracts with a total value of CNY 23.24 trillion.

Dalian Commodity Exchange. Currently DCE has listed agricultural futures such as soybean, soya
bean meal and corn, as well as industrial futures such as steel ore, coke, charred coal and plastics. In
2014, DCE achieved 770 million contracts and CNY 41.49 trillion (on a unilateral basis) in trading
volume and value, with a year-on-year growth rate of 9.90% and —12.00% respectively; it proceeded
31 777 fund transfer and CNY 834.80 billion in volume and value. In Jul. 2014, DCE conducted
night trading section, and extended the fund depositing time accordingly. Since then, DCE had
processed 819 transactions with a total value of CNY 15.52 billion, accounting for 6.20% and 4.50%

of total fund transfer respectively.

China Financial Futures Exchange (CFFEX). In 2014, all financial futures products accumulated
trading volume amounted for 218 million contracts with a total value of CNY 164.02 trillion. The
average daily position was 173 600 contracts with a total value of CNY 128.59 billion. The average
daily aggregate amount was CNY 34.12 billion. The average daily margin was CNY 26.51 billion.

3. Central Counterparty

CCP, as the important financial market infrastructure, intervenes in counterparties of contracts traded
in one or more financial markets and serves as the buyer to every seller and the seller to every buyer,
and thereby ensures the performance of open contracts. A CCP becomes counterparty trading with
market participants through contract novation, an open-offer system, or an analogous legally binding

arrangement.

SHCH clearing system. Connecting to HVPS, SHCH clearing system provides clearing services
for spot trading and OTC derivative trading denominated in RMB and foreign currencies. SHCH
provides CCP clearing services for FX trading, spot trading, RMB Freight Forward Agreement (FFA),
RMB iron ore swap, RMB steam coal swap and RMB Interest Rate Swap (IRS).

The CCP clearing of FX trading operated smoothly. SHCH had been providing central clearing

service for FX anonymous spot trading since 22" August 2011 and net clearing services for RMB/
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FX bilateral negotiation trading since 12" April 2013. On 3" Nov. 2014, SHCH expanded the
maturity of RMB/FX forward and swap bilateral negotiation transactions to one year, and at the
same time launched FX trading CCP clearing business. By the end of 2014, the number of clearing
members engaged in FX auction trading was 370 and that engaged in FX inquiry trading 39. In 2014,
the volume of FX auction trading was 11 400 and that of FX inquiry trading was 185 900. The total
value amounted to USD 2.76 trillion.

The CCP clearing of spot trading went well. In 2014, spot trading cleared amounted to CNY 8.55
trillion and repurchase trading cleared CNY 15.98 trillion. Thereinto, CCP clearing of spot trading
reached 2 331. Its par value cleared was CNY 373.35 billion and the settlement amounted to CNY
135.26 billion. Net clearing members of spot trading increased from 58 in 2013 to 59 in 2014.

The CCP clearing of freight and bulk commodity derivatives operated smoothly. After the launch of
CCP clearing for RMB FFA on 16" Apr. 2013, SHCH officially launched RMB Iron Ore Swap and
RMB Steam Coal Swap CCP clearing service on 4" August 2014. By the end of 2014, 7 clearing
members, 11 RMB FFA brokerage firms and 259 freight related companies had involved in these
businesses. In 2014, SHCH totally cleared 5 423 RMB FFA contracts, 136 788 RMB Iron Ore Swap
contracts and 129 104 RMB Steam Coal Swap contracts, the clearing value amounted to CNY 20.49

billion.

The CCP clearing service for RMB IRS had been officially launched. On 2™ Jan. 2014, SHCH
launched the CCP clearing service for RMB IRS. On 1%, Jul., SHCH provided the client clearing
service of IRS. By the end of 2014, 78 clearing members had involved in the business. In 2014, CCP
clearing of RMB IRS covered 24 507 transactions with a total value of CNY 2.30 trillion.
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Topic 1
Bond Market and Financial Infrastructures

During the recent years, under the guidance of the CPC Central Committee and the State Council,
PBC, along with other related regulatory authorities, had strictly followed the requirement that the
financial market should serve the real economy and had greatly promoted reform and innovation in
bond market. China’s bond market had achieved leap development. By the end of 2014, the total
custody amount of China’s bond market had exceeded CNY 35 trillion, ranking third in the world.
Bond financing had become the second largest channel for entity enterprises to raise fund only next
to bank loans and played a significant role in the optimization of social financing structure and the

reduction of social financing costs.

1. The overview of China’s bond market

The recovery of treasury bond issuance in 1981 gave a fresh start to China’s bond market, which
began as an over-the-counter (OTC) market and gradually turned into an exchange market. At
present, China’s bond market is dominated by the interbank bond market and supplemented by the

exchange market and the commercial bank OTC market.

1.1 'The landscape of China’s bond market

The interbank bond market, known as bulk trading market, is the main part of China’s bond market,
in which transactions are executed through bilateral negotiations. The participants of interbank bond
market open bond accounts and settlement accounts in CCDC and SHCH who are both CSDs. The
participants mainly include legal entities such as commercial banks, non-bank financial institutions
and non-financial institutions. CCDC and SHCH provide clearing services for them. CCDC adopts
DVP settlement on a RTGS basis, while SHCH on both gross and netting basis.

The commercial bank OTC market is an extension of the interbank bond market, which is a retail
market and adopts a two-tier custody system. CCDC, as the first custodian, is responsible for issuing
proprietary bond accounts and general agent accounts for the commercial banks undertaking OTC
transactions of savings treasury bonds (hereafter “administering banks”). The administering banks,
as secondary custodians, provide custody services for investors in the OTC market. CCDC does not
provide settlement services for investors in the OTC market and has no direct legal relationship with

them. The administering banks submit the data of changes in account balance to CCDC at the end of
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every business day. Based on the data, CCDC provides investors in the OTC market with such query

services as bond balance etc..

The exchange market is another constituent of China’s bond market. It is also a retail market using
the concentrated matching method. This market, adopting netting settlement, provides bond trading
and settlement services for different kinds of social investors except institutions. For the treasury
bonds, municipal bonds and enterprise bonds in the exchange market, a two-tier custody system
is adopted. CCDC, as the CSD, maintains general agent accounts for the exchanges and provides
custody services for cross-market transactions. SD&C, as the sub-custodian, records the accounts
of investors in the exchanges and handles the settlement of bond transactions processed in the
exchanges. The corporate bonds and SME private placement bonds in the exchanges are deposited
and settled by SD&C.

1.2 The development of China’s bond market

Take the year 2014 as an example, the total issuance value of all bonds reached CNY 11.87 trillion.
There were 1 458 newly issued bonds registered in CCDC with a total value of CNY 5.95 trillion,
accounting for 50.13% of the whole market. There were 4 691 newly issued bonds registered in
SHCH with a total value of CNY 5.54 trillion, accounting for 46.67% of the whole market. The
remainder included 624 newly issued bonds in the exchanges with a total value of CNY 380 billion,

accounting for 3.20% of the whole market.

The total depository value of bonds in China reached CNY 35.64 trillion. Among them, the bonds
under the depository of CCDC amounted to CNY 28.73 trillion, accounting for 80.60% of the whole
market. The bonds under the depository of SHCH amounted to CNY 5.56 trillion, accounting for
15.60% of the whole market. The bonds under the depository of the exchanges amounted to CNY 1.35

trillion, accounting for 3.79% of the whole market.

The total settlement value of bond transactions reached CNY 352.16 trillion. The bond transactions
settled by CCDC, SHCH and the exchanges amounted to CNY 244.53 trillion, CNY 24.47 trillion
and CNY 83.15 trillion respectively.

2. The financial market infrastructures facilitating the
development of China’s bond market

During the recent years, the CSD system had been established and the Straightforward Processing

was realized, the DVP settlement was implemented and the CCP system was promoted. Hence,
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China’s bond market had been developing in a more sustainable and healthy way.

2.1 The CGSD system strongly supporting bond product innovation

The development of financial infrastructures for China’s bond market started in 1980s. The
depository and settlement services emerged after the treasury bonds were traded and kept in
commercial banks. Later, Shanghai Stock Exchange (SSE) and Shenzhen Stock Exchange (SZSE)
were founded and began to engage in spot and repo transactions of treasury bonds. Securities
companies, trust companies and financing centers throughout the country also started to provide
services such as bond trading and agent custody. During this period, a variety of problems including
fake custody documents of treasury bonds and fake financing through the repo market arose. In order
to boost the healthy development of the bond market, PBC and the Ministry of Finance restructured
China Securities Trading System Co., Ltd. (CSTS) and established CCDC in 1996 after getting the
permission from the State Council. CCDC was supposed to provide registration, depository and
settlement services for treasury bonds and other domestic bonds at that time. CCDC was the first
independent CSD in China’s bond market and meanwhile handled the settlement of interbank bond
transaction. This solved the basic problems such as the dis-connectivity of bond settlement and

depository and the lack of information transparency.

In the meantime, SSE and SZSE established their internal securities registration and settlement
departments respectively, forming the prototype of CSD, SSS and CCP in the exchange market. In
2000, CSRC promoted the establishment of SD&C, which integrated the functions of CSD, SSS and
CCP of SSE and SZSE. SD&C was the second independent CSD and also engaged in SSS and CCP

business.

In 2009, in order to handle international financial crisis and prevent systematic risks, PBC promoted
the establishment of SHCH, the third independent bond market infrastructure in China. It was
authorized to handle the CCP clearing of bond issued in the interbank market, RMB/FX trading and
derivative trading. After 2010, drawing international experience, PBC successively approved SHCH
to launch registration and depository service for Commercial Paper (CP), Middle Term Notes (MTN),
Private Placement Notes (PPN), Interbank Negotiable Certificate of Deposits (NCDs) and other
debentures or innovative financial products. The risks of interest rate bonds and credit bonds were

isolated and managed separately in terms of registration and depository.

After years of development, the three-pillar CSD landscape of CCDC, SD&C and SHCH had been
formed in China. SD&C is responsible for the registration, depository and clearing of the bonds
traded in SSE and SZSE. CCDC is responsible for the registration, depository and settlement
of treasury bonds, central bank bills, policy-based financial bonds, financial bonds, enterprise

bonds, etc., as well as providing the facility for open market operation and fiscal policy. SHCH
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mainly provides depository services for non—financial corporate debt instruments, NCDs and other

debentures or innovative products to support the financing business of non-financial enterprises.

Since the establishment of the CSD arrangement in China’s bond market, the real-name registration
and depository system had provided strong support for bond product innovation. For example,
interbank bond market had established the CSD arrangement since its development, which
effectively supported the market-oriented issuance and reform of policy-based financial bonds by
China Development Bank, and the launch of innovative bond products such as commercial bank
financial bonds, subordinated debts, hybrid capital bonds, loan-backed securities, CP, MTN, etc..
Besides, the CSD arrangement had made electronic tendering for bond issuance possible. The
real-name registration requirement had reduced the issuance and trading costs, improved market
efficiency, and prevented the fake issuance and misappropriation of bonds, which strongly supported
the standardized development and business innovation of the bond market. The interbank bond

market had been growing robustly since then.

2.2 STP enhancing business processing efficiency

The bond transaction and settlement in interbank bond market belong to front desk and back office
respectively. As trading front desk, CFETS provides bond quotation and trading platform. CCDC
and SHCH which provide bond depositary, clearing and settlement platforms are back offices. Under
the leadership of PBC, in October 2005, CBGS of CCDC and the inquiry trading system of CFETS
connected to each other, and enabled the STP trading and settlement for the interbank bond market.
It ensured trade confirmation to be completed on the same day and largely improved business

processing efficiency.

2.3 DVP settlement raising the anti-risk ability of the market

In 1995 and 1996, several significant events occurred in the exchange market one after another, such
as the “3-27” treasury bond futures crisis, credit funds flowing into the stock market in violation of
rules. As a result, in 1997, the State Council decided that commercial banks should withdraw from
SSE and SZSE, and the interbank bond market had been formed since then. In the ensuing years,
focused on the bilateral negotiation trading and OTC market, the interbank bond market had been

growing rapidly in accordance with the market-oriented, institutional investors-oriented principle.

The establishment of PBC payment system also provided favorable opportunity for DVP settlement
in the interbank bond market. In November 2004, CCDC participated in China National Advanced
Payment System (CNAPS) as a chartered member under the guidance and promotion of PBC. At the
same time, CBGS connected to CNAPS network successfully, which realized DVP settlement in the

interbank bond market for the first time. Subsequently, PBC allowed non-bank institutions to engage
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in DVP settlement business through CCDC and other authorized correspondent banks. In August
2008, all non-bank institutions were able to engage in DVP settlement. So far, DVP settlement
service and the corresponding technical arrangements had been applied to the entire interbank
market participants. In August 2013, PBC Announcement (2013) No. 12 required DVP settlement
implementation for all market members, as well as cessation of Free of Payment (FOP), Payment
against Delivery (PAD) and Delivery against Payment (DAP) settlement, which enhanced the anti-

risk ability of interbank bond market.

2.4 CCP clearing improving liquidity of the bond market

CCP arrangement helps to mitigate counterparty risks, prevent the multilateral netting failure,
decrease the risk of settlement participants, and to enhance the settlement efficiency and the market
liquidity. On December 19, 2011, SHCH launched the CCP clearing service for spot trading. This
was their first CCP service in the interbank bond market, and a milestone for the development of
China’s interbank market infrastructures and the innovation of the market mechanism. By the end of
2014, 61 financial institutions had become its CCP clearing members.The fund netting ratio (meaning
the money saving ratio for members) exceeded 90%, which saved capital, increased market liquidity
and improved market participation. On March 30, 2015, SHCH launched the net clearing service of
bonds and the CCP clearing service for cash bond, pledged repo and outright repo. Also, the tiered
clearing agent arrangement extended the scope of net clearing service. Pledged repo and outright
repo, taking up more than 80% of the bond market transactions, adopted net clearing and were
netted together with spot trading, so as to improve the efficiency of fund use and business operation.
Meanwhile, the clearing agent arrangement extended the coverage of net clearing participants and

promoted the tiered management of the counterparty risks.

3. The outlook of China’s bond market infrastructures

3.1 To fully implement the PFMIs and improve safety and efficiency of
the bond market infrastructures

In April 2012, the Committee on Payment and Settlement Systems (CPSS) and the International
Organization of Securities Commissions (IOSCO) jointly published the PEMIs, which put forward
more stringent requirements on financial market infrastructures of the members. PBC is organizing
the FMIs to implement the PFMIs pursuant to the new international standard. The bond market
infrastructure operating entities should take the opportunity to accommodate the infrastructures to

the new international standards and thus enhance their safety and efficiency.
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3.2 To further consolidate the legal basis of the bond market

A sound institutional framework lays foundation for the healthy development of the bond market.
At present, the legal basis of China’s interbank bond market still needs to be improved. Taking the
performance guarantee mechanism as an example, at present, in China’s bond market, the relevant
provisions of Guarantee Law still apply to pledged repo. In case of default upon the maturity of
repo, if the two parties can reach an agreement on their liability for breach of contract, the exercise
of the right of pledge would be more efficient. However, if the two sides fail to come to a consensus
after negotiations, according to Guarantee Law, the liability for breach of contract and claims on the
right to pledge can only be determined by arbitration or legal procedure. Obviously, such guarantee
mechanism of performing agreement fails to accommodate the development of bond market.
Therefore, the legal basis for the bond market needs to be further consolidated so as to ensure

sustainable and healthy development of the bond market.

3.3 To keep promoting the development of CCPs

Compared with developed economies, the proportion of CCP clearing in China’s interbank bond
market is relevantly small. The next step is to facilitate the expansion of CCP clearing service
and thus to further improve clearing efficiency by the following measures: firstly, to continuously
increase the CCP service volume of cash bond transactions, and to encourage investors’ participation
in the business of net settlement of cash bond; secondly, to continue to expand the CCP clearing
service scope for RMB spot products and timely introduce net settlement service for bond repo,
bond forward and bond lending transactions, so as to put in place a secured and efficient bond net
settlement mode on various products; thirdly, to speed up the establishment of CCP arrangement
covering the whole interbank bond market and to form a bond clearing system with net settlement
of standardized products, deal-by-deal settlement for individualized products in which market
participants can choose settlement manner freely; fourthly, to gradually realize the CCP agent

clearing service for OTC bond market, and to continuously extend the net clearing service of bonds.

3.4 To gradually foster the interoperation among bond market
infrastructures

At present, the interbank market and the exchange market have already achieved interoperation in
some aspects. For instance, the cross-market issuance and trading of treasury bonds and corporate
bonds have already come true. Also, China Development Bank’s financial bonds, policy-based
financial bonds and prime asset-backed securities can be traded in the stock exchange. The bonds
issued in the interbank market and exchange market can change depository as investors request.

Securities companies can raise fund in the interbank market.
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Pursuant to the requirements of Opinions of the State Council on Further Promoting the Healthy
Development of the Capital Market (Guofa[2014] No. 17), the relevant parties will: i) enhance the
interoperation among bond market infrastructures; ii) improve the arrangements for cross listing
and discretionary change of depository for bond products across markets; iii) promote information

sharing and smooth connect among bond registration and settlement institutions.



Topic 2 Overview and Outlook of SHCH’s CCP Clearing Services

Topic 2

Overview and Outlook of SHCH’s CCP Clearing
Services

Established on November 28, 2009, SHCH is the first CCP clearing institution in the OTC market
and also the third CSD in China’s financial market. The establishment of SHCH was PBC’s
important move to introduce CCP clearing and reinforce the management of systematic risks and of
great significance for the implementation of G20 commitment and the promotion of financial market

innovation.

1. The Development of SHCH CCP clearing

CCP clearing is the process by which financial transactions in one or more financial markets are
cleared by a single counterparty, which is a professional clearing institution. The CCP becomes
a party to every transaction, acting as a buyer to every seller and a seller to every buyer. Besides
providing CCP clearing service, a CCP centrally manages clearing risks by establishing a complete
and effective risk management system. The excution of clearing results is guaranteed. Since the
financial crisis in 2008, the international community had reached a consensus on the urgency of
introducing CCP clearing into OTC derivatives markets. Under the guidance of PBC, SHCH has
been extending its clearing business scope and developed a relatively full-fledged clearing business

system since it was founded.

On August 22, 2011, SHCH initiated to undertake the clearing business for interbank FX spot
anonymous transactions, symbolizing that the net settlement service was officially introduced to the
financial market by SHCH. On December 19, 2011, SHCH provided net settlement service for cash
bond trading business in the interbank market. The CCP clearing service of RMB FFA was officially
launched on April 16, 2013, after its pilot run from December 10, 2012. The CCP clearing service
of RMB FFA was initially provided for three products, including CTC, PTC and STC. On April 12,
2013, SHCH undertook net settlement service for interbank RMB/FX bilateral trading (including net

settlement service for RMB/FX bilateral spot, forward and swap transactions).

On January 2, 2014, SHCH launched centralized clearing service for RMB IRS. On July 1, 2014,
SHCH initiated centralized agent clearing service for RMB IRS. On August 4, 2014, SHCH
introduced clearing services for the first batch of OTC financial derivatives of bulk commodities
in China—CCP clearing for CNY iron ore swap (CIS) and CNY steam coal swap (CSS). Since



|i China Payment System Development Report (2014)

October 2014, SHCH had provided collateral management service, while clearing members can
offset no more than 50% of their margin by submitting qualified collateral during the IRS clearing
process. On November 3, 2014, SHCH extended the term of net settlement for RMB/FX bilateral
forward and swap transactions to one year, and officially introduced FX CCP clearing service at the

same time.

By the end of 2014, SHCH had largely established a CCP clearing service system across RMB and
foreign currencies, spot and derivatives, interbank market and cross-market. It provides CCP clearing
services for RMB IRS, FX spot, forward and swap transactions, FFA, CIS, CSS and cash bond

transactions, etc..

2. GGP clearing products of SHCH

2.1 RMB products

On December 19, 2011, SHCH officially launched CCP clearing service for cash bond transactions,
which was the first CCP clearing service provided by SHCH in the interbank bond market. It
announced the formal establishment of centralized clearing arrangement in this market. SHCH
adopted net clearing for cash bond transactions in the first place considering that CCP clearing was
still very new in China and it would be more practical to choose easier and more mature product first
before promoting the more complicated one. It has been proved in practice that such an arrangement
is consistent with the features of China’s financial market development at this stage and facilitates

the CCP clearing service to be gradually recognized and accepted by the market.

Approved by PBC, SHCH began to carry out the net clearing service for bond transactions on March
30, 2015. This service provides a unified netting process for cash bonds, pledged repo and outright
repo. The participants are divided into ordinary clearing member, general clearing member and
non-clearing member (or client). The above net clearing service provides full support for various
transaction modes of the fixed income products in the interbank market, develops the waterfall
structure of market participants and enhances the risk management and market service capabilities of
CCP clearing.

2.2 Foreign exchange products

The FX market is the largest and most internationally compatible market segment in the
interbank market. SHCH started FX clearing services by undertaking transfer business and

acceptance and then gradually improving the clearing capability. Later on, the products had been
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integrated into a comprehensive clearing system.

On August 22, 2011, SHCH engaged in netting service for interbank FX anonymous spot
transactions, which signified that SHCH would provide CCP clearing service to the financial
market officially. On April 12, 2013, SHCH undertook the netting service for interbank FX bilateral
negotiation trading (including CCP service for RMB FX spot transaction, RMB FX forward
transaction and RMB FX swap transaction). On November 3, 2014, SHCH extended the netting
service to one-year RMB FX forward and swap bilateral negotiation transactions and officially
launched the CCP clearing service at the same time. Through these three phases, the CCP service
of SHCH had covered the major FX products and transaction modes in the interbank market.
Afterwards, the business processing capability and the service quality of SHCH had been improved

gradually, which also supported product innovation in the FX market.

2.3 Interest rate derivative

Interest rate derivative is an important instrument that largely reflects market expectations and
effectively hedges against interest rate risk in the process of interest rate liberalization. The bilateral
clearing of interest rate derivative increases the cost of risk management and further affects the scale
of market development. In 2011, 2012 and 2013, the nominal amount of RMB IRS transactions was
2.46 trillion, 2.87 trillion, and 2.63 trillion respectively, the growth had reached the bottleneck state.
While a new post-trading processing method needs to be introduced to address market demand.
SHCH launched the CCP clearing service for RMB IRS on January 2, 2014, making IRS the first
OTC derivative to mandatorily adopt CCP clearing in China. On July 1, 2014, SHCH extended
CCP clearing service to its non-clearing members through the agent clearing model, thus enlarging
the scope of market participation in the mandatory CCP clearing of RMB IRS. The first year of the
launch saw a warm welcome by the market. In 2014, the turnover reached 3.98 trillion and was 1.5
times the average size of the previous three years. With the mandatory CCP clearing of RMB IRS,
China ranks third in the world to implement the G20 commitment about CCP clearing after USA
and Japan. The mandatory CCP clearing of IRS is a substantive progress in China to participate in
the reform of the international OTC financial derivatives market, which also increases the regulatory
coordination with USA and European countries and promotes the implementation of the fifth China—
US strategic dialogue about “substitute compliance”. At the same time, this new business helps to
guide market participants, especially financial institutions to improve interest rate risk management
capability, foster market-oriented benchmark interest rate system, and promote the reform of interest

rate liberalization.

To further reduce the cost of market participants, since October 2014, SHCH had launched IRS
collateral management services, clearing members that involved in IRS clearing process can offset

less than 50% of the margin by providing eligible collateral. The collateral management service for
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bonds in the form of margin had created a good interaction between CCP service and CSD business
in SHCH. This interaction between different financial market infrastructures can better control
the risk of financial market, save the participants’ funds and enhance the efficiency of market. It
also has a positive impact on smoothing the monetary policy transmission mechanism, facilitating
the turnover of social capital, optimizing the allocation of social resources, maintaining financial

stability and promoting macroeconomic growth.

2.4 Shipping and bulk commodity derivatives

China takes up a vital position in the global shipping and bulk commodity market. However,
shipping and bulk commodity derivatives have mainly been priced in USD and traded out of China
for a long time, which represents a loss in terms of pricing power for China. In order to regain
China’s pricing power, SHCH drew up a strategic plan by issuing shipping derivatives first, followed
by relevant bulk commodity derivatives. Based on thorough consideration of market demand and
the maturity of the offshore market, SHCH has set up a comparatively integrated product clearing

system for shipping and bulk commodity derivatives.

SHCH officially launched CCP clearing service for FFA on April 16, 2013, after its pilot run from
December 10, 2012. The CCP clearing service was initially provided for three products, including
Capesize Time-charter Average (CTC), Panamax Time-charter Average (PTC) and Supramax
Time-charter Average (STC) . On top of that, SHCH launched the CCP clearing service for CIS and
CSS, which were the first batch of CCP clearing service for OTC bulk commodity derivatives in
domestic market. On February 6, 2015, SHCH introduced the CCP clearing of the copper-premium

swap in Shanghai FTZ, which was the first global premium index derivative.

Promoted by the innovation of RMB and foreign currency, interest rate, shipping and bulk
commodity derivatives, the net clearing value of SHCH’s CCP clearing service reached CNY 19.63
trillion in 2014, up by 72.80% year on year. In 2014, the market demand was better served by the

new clearing service for FX derivatives, interest rate derivatives and bulk commodity derivatives.

3. The achievements of the CCP clearing services

Under the guidance of PBC, SHCH has made certain achievements in CCP clearing services and

practice since its establishment.

Firstly, as the focal point of financial market innovation and real economy development, SHCH

has established the CCP clearing service system largely covering RMB and foreign currencies, spot
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and derivatives, interbank market and cross-market. The CCP clearing volume of interest rate
derivatives is 2.62 times that of the similar products in the exchange market. The clearing volume
of CSS contracts reached 258 200, with a total amount of 51.64 million tons, 35 times that of
similar products in Singapore Clearing House in the same period, which showed the huge potential
in the development of OTC financial derivatives and advantages of the centralized clearing

system.

Secondly, SHCH has established sound risk control framework. In view of the nature of innovative
financial products, SHCH has set up a risk control framework based on the CCP risk management
system for OTC market, and used a waterfall structure for risk prevention to prevent the contagion
of risks and ensure the stability of interbank market. The major systems include clearing member
access and tracing system, margin system, clearing fund system, risk reserves system, quota system,
mark-to-market mechanism, real-time monitoring system, default management, etc.. SHCH’s risk
management framework is in accordance with the general principles as below: using margin before
clearing fund, using the resources from defaulting clearing members before the resources from non—
defaulting clearing members, using the resources from market institutions before the resources from
SHCH to share losses.

Thirdly, SHCH enhances its global influence through international cooperation. In 2014, SHCH was
invited to attend the consultative meeting for Public Quantitative Disclosure Standards for Central
Counterparties (consultation version) hosted by CPMI, IOSCO, the Chicago Federal Reserve Bank’s
Workshop for OTC derivatives, and the 2014 CCP12 Special General Meeting in London to discuss

the frontier issues at the decision—making level with other top CCPs around the world.

4. The outlook of SHCH’s CCP clearing services

At present, the volume of transactions adopting CCP clearing is still very small in China’s interbank
market. For the purpose to foster the development of CCP clearing service, it is indispensible to
demonstrate the role of CCP clearing in saving liquidity, enhancing efficiency and managing risks
and to promote the change of traditional opinion of market and internal operation. Hence, SHCH will
continue to promote and develop CCP clearing businesses and construct the system actively, forming
a central clearing business mechanism for interbank market and cross-market that could cover RMB
and FX markets, spot and derivatives markets comprehensively, in order to support the innovative
developments of Chinese financial market and practically improve the risk management abilities for

systematic risks of market.
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4.1 Extending the scope of CCP clearing

In order to extend the scope of CCP clearing, SHCH will carry out future work in the following
ways: firstly, SHCH will take measures to improve the CCP clearing volume in spot transactions;
secondly, SHCH will continue to extend the scope of CCP clearing in RMB spot products, explore
the feasibility of various trading models and promote CCP clearing for bond repo, bond forward and
bond lending; thirdly, SHCH will accelerate the establishment of CCP clearing arrangement which
covers the whole interbank bond market, and extend the net clearing arrangement to all types of
bonds in the interbank bond market including treasury bonds, central bank bills, financial bonds, etc.;

fourthly, SHCH will gradually set up the CCP agent clearing system in the OTC bond market.

4.2 Continuing to promote product innovation and to meet the demand
of real economy

2015 is the final year for the implementation of the 12" Five-year Plan and also a crucial year to
deepen reforms. SHCH will spare no efforts to advance the innovation of CCP clearing business

pursuant to the requirements of PBC.

Firstly, in terms of interest rate products, SHCH will: i) promote CCP clearing service in standard
financial derivatives, such as standard IRS contract and standard bond forward contract, and the
termination of multilateral net settlement of IRS and one-to-many clearing agent business; ii) keep
track of the centralized clearing of RMB interest rate options. Secondly, in terms of FX products,
SHCH will foster the research in FX agent clearing service and the CCP clearing services for FX
options and standard FX derivatives and advance the arrangement of settlement bank in FX agent
clearing business. Thirdly, in terms of shipping and bulk commodity derivatives, SHCH will steadily
promote the CCP clearing service for the Containerized Freight Index(CFI), China Coastal Bulk
(Coal) Freight Index (CCBFI) and related chemical product derivatives and meanwhile carry out
feasibility studies on the CCP clearing business of domestic cathode copper derivatives and related
option products of existing bulk commodities. Fourthly, in terms of bonds, SHCH will make proper
preparation for launching repo net settlement and bond agent clearing service. Fifthly, in terms of
credit and index derivatives, SHCH will make a thorough study on the clearing business of carbon
emission rights and other types of credit derivatives to extend CCP clearing coverage. Lastly, in
terms of the clearing business in Shanghai FTZ, SHCH will push forward the development of bulk

commodity spot transactions in FTZ leveraging on FTZ policies.

4.3 Continuing to publicizing the advantages of CCP clearing on risk
provisions

While fulfilling the reform commitments made in the G20 summit in Pittsburgh, Financial Stability
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Board (FSB) repeatedly proposed that it was necessary to take measures such as mandatorily
implementing CCP clearing arrangement for standard OTC derivatives, setting out reasonable
exemption provisions and accruing higher risk provisions for OTC derivatives that do not adopt
CCP clearing for their transactions. All these measures aim to extend the coverage of CCP clearing

arrangement in OTC derivatives.

In order to implement the G20 commitments of OTC derivatives reform, in July 2012, the
Basel Committee issued The Interim Rules on Capital Treatment of Bank Exposures to Central
Counterparties, as an important supplement to Basel III. On July 19, 2013, CBRC officially released
four supporting policy documents for capital regulation. One of them is Rules on Capital Treatment
of Risk Exposures to Central Counterparty, which is in line with the spirit of The Interim Rules on
Capital Treatment of Bank Exposures to Central Counterparties issued by the Basel Committee.
The difference between CCP clearing and bilateral clearing is the risk weight of risk-weighted
assets. Compared to the 20% risk-weighted assets required under the bilateral mode, the 2% under
the CCP mode has a significant advantage in terms of cost. This advantage can greatly decrease
clearing members’ risk provision for credit counterparties, thus reducing capital occupancy. SHCH
will continue to promote various advantages of CCP clearing and encourage market institutions to

participate in CCP clearing business actively.

4.4 Implementing the PFMIs

In 2015, SHCH will continue to implement the PFMIs issued by CPMI and IOSCO by the following
measures: i) to improve the uniform framework of risk management which covers all businesses; ii)
to consolidate the core risk management system concerning clearing member credit rating, margins
and clearing fund, default management and risk management of clearing agent etc. so as to enhance
the stable operation of clearing business and risk management and to improve the ability to identify

and handle systematical risks.
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Appendix 1 Major Events of China Payment System
Development in 2014

On January 2", SHCH officially introduced CCP clearing service for RMB IRS at a press
conference.

1th

On January 217, the General Office of PBC and CSRC jointly issued Notice on the Assessment of the

Financial Market Infrastructures.

On January 28", PBC issued Notice on Setting up Central Clearing Mechanism for OTC Financial
Derivatives and Carrying out Central Clearing for RMB Interest Rate Swap Business, in a bid to set

up central clearing mechanism for OTC financial derivatives.

On February 17", Accounting Data Centralized System was connected to the payment system to

handle the business of payment.

On February 17", China Securities Depository and Clearing Corporation Limited launched RTGS
(Real Time Gross Settlement) business for SZSE. SZSE and SSE had both adopted RTGS by far.

From March to June, PBC promoted Accounting Data Centralized System in batches and

successfully rolled it out nationwide by June 30.

From March to November, PBC organized the payment system participants in batches to adopt the

second-generation payment system message format.

On April 9", CBRC and PBC jointly issued Notice on Strengthening the Management of Cooperative

Business between Commercial Banks and Payment Institutions.
On April 10"-11", PBC attended the 1" PAFI meeting held by CPSS-World Bank.

On April 20", the General Office of the State Council released Opinions on Promoting Finance to
Serve “Agriculture, Farmers and Rural Areas”, focusing on “improving the rural payment service

environment”.

th . . . . . . .
On June 97, the electronic commercial draft online clearing business of finance companies was

launched.
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On June 11", PBC issued Guidelines on the Implementation of the General Office of the State
Council’s Opinions on Supporting the Steady Growth of Foreign Trade in order to support banking

institutions to cooperate with payment institutions in cross-border RMB settlement.

On June 25", PBC released Notice on Strengthening the Management of Banking Institutions’ RMB
Interbank Settlement Accounts to enhance the management of RMB bank settlement accounts of

banking institutions.

On July 15", PBC issued the payment business licenses to 19 non-financial institutions in accordance
with law. These institutions were permitted to engage in the authorized payment business in

approved regions as payment institutions.

On August 12", PBC issued Guiding Opinions on Promoting the Development of Rural Payment

Service Environment to further deepen the development of rural payment service environment.

On August 21" the General Office of PBC released Administrative Measures on Cash Sweep
Business via Accounting Data Centralized System to guide and specify cash sweep business

conducted by banking institutions via PBC’s Accounting Data Centralized System.

On September 4" SD&C issued Notice on Opening One-password Account and Establishing Links

among Security Accounts for Investors.

On September 25"-26", special session of Central Counterparty (CCP12) members was held in
Shanghai.

On September 26" SD&C issued Implementation Rules on Pilot of Registration, Depository and
Settlement Business for Shanghai—Hong Kong Stock Exchanges Connectivity Mechanism.

On October 16", Xi’an Initiative was approved and released on the 18" Annual Meeting of Asia-
Pacific CSD Group (ACG) held in Xi’an.

On October 24", the General Office of the State Council released Opinions on Promoting the Sound
Development of Domestic Trade Circulation and proposed “improving the pricing mechanism of

bank card fees as soon as possible”.

On October 29", Executive Meetings of the State Council made a decision to further open and

regulate bankcard clearing market.

On November 4", PBC and CSRC jointly released Notice on the Issues about Pilot of the Business
for Shanghai—Hong Kong Stock Exchanges Connectivity Mechanism.
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On November 12", SD&C fulfilled the first preferred stock registration.

On November 24", PBC released Technical Requirements on the Payment Business Facilities of
Non-financial Institutions and Testing Specification on the Payment Business Facilities of Non-

financial Institutions.

On November 28", UnionPay, China Development Bank and Bank of Lao PDR signed a project
agreement on the development of national bankcard clearing system and agreed to get it started from

January 2015.

On December 17", PBC issued Notice on Carrying out the Nationwide Identity Verification and
Inspection Work on the Existing Individual RMB Deposit Accounts.

On December 31*, PBC accomplished the 2014 final accounting for the payment systems and

Accounting Data Centralized System.
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Appendix 2 Core Indicators of China Payment

System Development in 2014

. . Numerical Growth
ltem Unit of numerical value
value rate(%)
M, CNY trillion 6.03 2.90
M, and GDP
M, /GDP % 9.47 -0.83
Individual | Total number of accounts 100 million accounts 64.73 15.44
Bank settlement | &ccounts | Number of accounts per capita Account 4.76 15.25
accounts Corporate | Total number of accounts 10 000 accounts 397691 11.77
accounts Incl.: Basic deposit accounts 10 000 accounts 2 468.02 14.14
Transaction volume 100 million transactions 627.20 25.04
Incl.: Bills 100 million transactions 5.78 -16.56
Bankcards 100 million transactions 595.73 25.16
Remittance 100 million transactions 25.69 39.85
Nor?—cash payment Transaction value CNY trillion 1798.61 11.88
nstruments
Incl.: Bills CNY trillion 269.99 -6.16
Bankcards CNY trillion 449.90 6.27
Remittance CNY trillion 1078.72 22.52
Transaction Value/GDP Time 28.26 0
Number of issuers Institution 742 51.12
Cumulative number of cards |55 o cards 4936 | 1713
issued
Incl.: Debit cards 100 million cards 44 .81 17.20
Credit cards 100 million cards 4.55 16.45
Number of cards per capita Card 3.64 17.04
Domestic
Number of chartered 10 000 merchants 1203.40 57.62
merchants
Number of POS terminals 10 000 machines 1593.50 49.88
Bankcards Number of ATM terminals 10 000 machines 61.49 18.25
(issuance and Outstandin dits of credi
g credits of credit -
acceptance) cards at the end of the period CNY trillion 234 2675
Bankcard penetration rate % 47.70 0.25
Numbelj of accepting countries Country and region 150 563
and regions
Number of accepting 10 000 merchants 1428 18.83
merchants
Overseas Number of POS terminals 10 000 machines 826 33.93
Number of ATM terminals 10 000 machines 117.70 7.97
Transaction volume 10 000 transactions 21 196 37.64
Transaction value CNY 100 million 5458 15.64
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continued
Item Unit of numerical value Numerical Growth
value rate(%)
Transaction volume 100 million transactions 305.33 6.00
Incl.: HVPS 100 million transactions 7.13 19.83
BEPS 100 million transactions 14.36 38.02
RMB | Transaction value CNY trillion 3383.57 15.10
payment
system Incl.: HVPS CNY trillion 2 346.89 13.88
Payment system BEPS CNY trillion 22.08 8.66
Transaction value/GDP Time 53.16 1.49
Direct participants of HVPS Participant 434 -75.75
Transaction volume 10 000 transactions 191.12 37.06
CDFCPS | Transaction value (in USD) USD 100 million 8 624.86 20.61
System participants Participant 40 2.56
Issuing volume CNY trillion 11.87 36.47
Interbank | Custody volume CNY trillion 35.64 20.90
bond
market | Settlement volume CNY trillion 352.16 30.03
Securities Accepting value CNY trillion 4.40 -0.68
settlement
system Transfer volume 100 million transactions 77.81 36.22
Securities | Transfer value CNY trillion 503.25 46.77
market of
exchange Gross settlement value CNY trillion 541.36 52.37
Net settlement value CNY trillion 23.79 74.63
Notes:

1. The growth rate of My/GDP is the figure of current year minus that of previous year.

2. Cumulative number of cards issued excludes dormant cards (i.e., any debit card with a balance of not more than
CNY 10 and having no transaction for more than one year).

3. Relevant overseas data of bankcards specifically refers to that of UnionPay cards.

4. RMB payment systems include HVPS, BEPS, CIS, IBPS, ACH, intra-bank payment systems of banking
institutions, UnionPay Bankcard Interbank Clearing System, Draft Processing System and Payment and Clearing System

for City Commercial Banks, and Payment and Clearing System for Rural Credit Banks.
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Appendix 3 Statements on Key Payment Services
in 2014

1. Statements of Payment Instruments

Table A1 Structure of Payment Instruments

Unit: 10 000 transactions / CNY 100 million

[tem
Type Volume Value

Bank draft 307.56 16 833.60

Incl.: Bank draft for cash withdrawal 3.86 49.18

Bank draft for fund transfer 303.70 16 784.42

Commercial draft 1842.14 192795.12

Incl.: Commercial acceptance draft 23.16 7457.68

Banker’s acceptance draft 1818.98 185 337.44

Promissory note 477.30 43 584.43

Incl.: Promissory note for cash withdrawal 1.66 52.73

Bills

Promissory note for fund transfer 475.64 43 531.70

Cheque 55185.01 2 425 666.23

Incl.: Cheque for cash withdrawal 17 897.01 144 483.46

Cheque for fund transfer 37 288.00 2281 182.77

Incl.: Entities” cheque 54 345.74 2 420 704.26

Personal cheque 839.27 4961.97

Domestic letter of credit 9.67 20975.97

Total 57 821.68 2699 855.35
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continued
Ttem
Volume Value
Type

Cash deposit 879 037.78 706 428.22

Cash withdrawal 1991 097.06 744 137.96

Incl.: Cash withdrawal via ATM 1371 510.96 218 264.99

Bankcards

Consumption 1975 439.61 423 840.00

Transfer 1111 769.49 2624 616.02

Total 5957 343.94 4499 022.20

Remittance 256 904.11 10787 170.89

Collection with acceptance 52.50 6 835.44

Entrusted collection 3059.52 180 961.92

Settlement . .
Incl.: Local special collection 1741.01 19 697.59
methods

Commercial acceptance draft 26.86 10 565.60

Banker’s acceptance draft 1290.20 149 780.67

Total 260 016.13 10 974 968.25
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Table A2 Annual Statement

Volume of bankcards
Ttem
Volume of bankcards issued in the current period Volume of bankcards issued by the end of the period
Quasi-credit Quasi-credit
Bank Credit cards Debit cards Subtotal Credit cards Debit cards Subtotal
cards cards
State-owned
3714.10 826.26 36 306.33 40 846.69 20 430.19 5205.68 227 544.64 | 253 180.51
commercial banks
Joint-stock
4338.94 0.00 7 465.89 11 804.83 17 400.20 146.13 49 547.13 67 093.46
commercial banks
City commercial
127.71 443 4790.81 4922.96 812.91 18.66 25177.93 26 009.50
banks
Rural commercial
88.12 2.73 7052.71 7 143.56 296.54 26.43 32492.35 32815.32
banks
Rural credit
43.17 0.00 9 130.04 9173.21 203.19 131.84 35510.15 35845.18
cooperatives
Foreign-invested
56.04 0.00 33.36 89.40 96.60 0.00 204.27 300.87
banks
Postal Savings Bank
216.51 0.00 11 646.03 11 862.54 741.13 0.00 77 585.89 78 327.02
of China
Total 8 584.60 833.42 76 425.17 85 843.19 39 980.76 5528.74 448 062.36 | 493 571.86

Note: “0.00” in the table means the data is between 0 and 0.005, the same as below.
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of Bankcard Business

Unit: 10 000 cards / 10 000 transactions / CNY 100 million / 10 000 machines

Transactions
Cash deposit Cash withdrawal Consumption Transfer Subtotal Number
of

Volume Value Volume Value Volume Value Volume Value Volume Value ATMs
491 316.73|358 357.73|1 120 548.41{407 422.17|1 227 519.76|242 537.63| 724 837.54|1 338 763.31|3 564 222.44|2 347 080.84| 32.85
120412.22| 90 566.60| 157 844.90| 57 870.72| 586477.58|118 118.00| 162 714.76| 758 528.09|1 027 449.46/1 025 083.41| 8.05
30022.97| 4197495 83124.04| 44802.28| 38402.05| 15589.06| 41324.84| 129893.09| 192873.90| 232259.38| 3.41
51391.00/ 64934.02| 132959.20| 70492.26| 26814.88| 18302.93| 77 505.70| 188 060.42| 288 670.78| 341 789.63| 5.98
60 042.10| 72585.59| 146369.49| 83250.94| 17836.03| 13528.84| 63607.72| 147749.74| 287 855.34| 317 115.11| 5.72
178.74 217.80 936.17 234.05 1338.76 391.31 264.12 1541.07 2717.79 2384.23| 0.08

125 674.02| 77 791.53| 349314.85| 80065.54| 77 050.55| 15372.23| 41514.81| 60080.30| 593 554.23| 233309.60| 5.40
879 037.78|706 428.22|1 991 097.06| 744 137.96| 1 975 439.61{423 840.00|1 111 769.49|2 624 616.02|5 957 343.94|4 499 022.20| 61.49
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2. Statements of Payment and Clearing Systems

Table A3 Business of HVPS

Business of HVPS
Month
Volume Value

January 6923.33 1960 086.51
February 3531.66 1359 464.53
March 5510.20 2012 455.89
April 5812.09 2021 306.42
May 5711.89 2 043 985.66
June 5710.80 2092 072.59
July 6372.04 2226 691.10
August 5665.75 1973 762.46
September 6 582.56 2173 499.08
October 5692.14 1796 813.28
November 5985.81 1724 777.40
December 7758.22 2084 018.96
Total 71 256.49 23 468 933.87
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and BEPS of the PBC
Unit: 10 000 transactions/CNY 100 million
Business of BEPS Subtotal

Volume Value Volume Value
11 849.84 26 255.54 18 773.17 1986 342.04
6782.02 10 205.49 10 313.68 1369 670.02
10 545.37 16 191.85 16 055.57 2028 647.73
11 039.06 17 050.09 16 851.15 2038 356.51
11339.26 18 080.72 17 051.15 2 062 066.38
11 197.48 17 050.14 16 908.28 2109 122.73
12573.27 18 746.16 18 945.31 2245 437.26
12 302.20 17 581.50 17 967.95 1991 343.96
13 488.00 19 576.62 20 070.56 2193 075.70
12613.79 17 595.07 18 305.93 1 814 408.35
13 435.78 18 925.68 19 421.59 1743 703.08
16 414.09 23 492.37 24 172.30 2107511.33
143 580.16 220751.23 214 836.65 23 689 685.10
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Table A4 Annual Statement of
Bill presenting
Ttem
Debit Credit
Bank
Volume Value Volume Value
Policy banks 3.76 538.15 25.12 5767.69
State-owned commercial banks 10090.18 65 006.79 5425.86 202 446.73
Joint-stock commercial banks 351231 30 690.05 2938.10 127 858.05
City commercial banks 1245.38 20 821.59 2694.32 86 562.74
Rural commercial banks 932.67 13 367.00 1495.41 36 477.83
Rural credit cooperatives 447.51 3539.92 793.46 16 233.23
Foreign-invested banks 21.80 480.33 104.64 2927.82
Postal Savings Bank of China 199.44 1901.08 127.14 5596.37
Others 3761.99 3 096.81 4562.45 8 881.13
Total 20215.04 139 441.71 18 166.49 492 751.60

Notes: 1. The table is filled by local bills clearing houses based on their bill clearing business volume.
2. “Others” refer to PBC branches.

3. The original data of urban credit cooperatives is combined into the data of city commercial banks.
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Local Bill Clearing Business

Unit: 10 000 transactions / CNY 100 million

Bill receiving
. . Gross value Gross value
Debit Credit .
payable receivable
Volume Value Volume Value

14.34 693.29 9.02 4381.36 6 460.97 4919.51
11113.52 69 825.90 10 519.06 239 129.90 272 272.63 304 136.69
1 886.36 33216.86 2 575.05 113 556.77 161 074.91 144 246.81
1452.34 18 007.31 1575.95 53 657.33 104 570.05 74 478.92
1 057.90 9995.47 1347.83 26 729.74 46 473.30 40 096.73
3157.57 2 661.83 682.71 12 461.25 18 895.06 16 001.17
29.47 513.93 47.59 2071.33 3441.75 2 551.66
1418.64 1612.27 948.10 5492.77 7208.64 7 393.85
84.91 2914.86 461.18 35271.14 11 795.99 38 367.95

20 215.05 139 441.71 18 166.49 492 751.60 632 193.31 632 193.31
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Table A5 Payment Business of Intra-bank Payment

Volume/Value Debit

Bank Volume Value

Policy banks 0.01 0.33
State-owned commercial banks 258 453.73 998 597.29
Joint-stock commercial banks 69 746.79 667 134.77
City commercial banks 24 926.87 330 848.89
Rural commercial banks 28 953.62 151 338.87
Rural credit cooperatives 19 278.50 87 145.56
Foreign-invested banks 1.09 193.01
Postal Savings Bank of China 1.18 14.09
Total 401 361.77 2235272.80

Note: The original data of urban credit cooperatives is combined into the data of city commercial banks.
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Systems of Banking Institutions

Unit: 10 000 transactions / CNY 100 million

Credit Subtotal

Volume Value Volume Value
63.23 9929.73 63.24 9930.05
759 031.11 3692 000.10 1017 484.84 4 690 597.40
122 808.90 1 859 447.50 192 555.68 2526 582.27
21 078.94 523 635.62 46 005.81 854 484.52
27902.53 244 131.03 56 856.15 395 469.90
21 160.78 158 408.44 40 439.28 245 554.00
136.11 132 092.65 137.19 132 285.66
78 270.43 107 879.67 78 271.60 107 893.76
1030 452.01 6727 524.75 1431 813.79 8962 797.56
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Table A6 Annual Statement of Interbank

POS Consumption
[tem
Issuance Acquiring
Bank
Volume Value Volume Value

State-owned commercial banks 387 000.19 152 997.74 334 351.80 74 997.89
Joint-stock commercial banks 332282.97 85016.05 132 604.89 96 329.82
City commercial banks 28 597.13 12 042.59 28 969.89 10 323.34
Rural commercial banks 10 030.88 4095.09 12 258.28 2 850.76
Rural credit cooperatives 28 027.28 19 904.90 22204.25 11351.08
Foreign-invested banks 1162.41 332.10 186.51 113.77
Postal Savings Bank of China 39769.38 11554.17 12 615.56 3314.95
Others 1083.79 412.41 284 762.85 87 073.44
Total 827 954.03 286 355.05 827 954.03 286 355.05

Note: The original data of urban credit cooperatives is combined into the data of city commercial banks.
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Transactions of Bankcards

Unit: 10 000 transactions/CNY 100 million

Transfer
ATM Counter
Issuance Acceptance Issuance Acceptance

Volume Value Volume Value Volume Value Volume Value
4 079.81 2 599.57 4298.86 2 609.41 0.00 0.00 0.00 0.00
1025.62 491.74 896.53 452.30 242 32.01 0.30 3.04
909.85 512.76 639.02 441.26 22.12 222.80 24.47 255.35
43431 137.50 515.62 162.65 0.99 14.97 0.67 11.33
1615.78 91542 1706.63 957.97 0.01 0.05 0.01 0.02
10.67 3.86 3.46 291 0.00 0.00 0.00 0.00
827.05 274.76 749.12 263.57 0.00 0.00 0.00 0.00
49.32 33.66 143.17 79.20 0.31 3.95 0.40 4.04
8952.41 4969.27 8952.41 4969.27 25.85 273.78 25.85 273.78
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Table A6 Annual Statement of Interbank

Cash Deposit
Ttem
I[ssuance Acceptance
Bank
Volume Value Volume Value

State-owned commercial banks 3.87 0.47 0.00 0.00
Joint-stock commercial banks 531.45 671.64 126.77 292.62
City commercial banks 323.59 1311.20 551.07 1478.27
Rural commercial banks 9.69 38.94 180.19 250.55
Rural credit cooperatives 20.74 5.60 26.09 7.06
Foreign-invested banks 0.04 0.02 0.00 0.00
Postal Savings Bank of China 0.03 0.00 0.00 0.00
Others 2.03 11.31 7.32 10.68
Total 891.44 2039.18 891.44 2039.18
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Transactions of Bankcards (continued)

Unit: 10 000 transactions/CNY 100 million

Cash withdrawal
ATM Counter
Issuance Acceptance Issuance Acceptance

Volume Value Volume Value Volume Value Volume Value
150334.80 | 17 503.92 170 698.68 | 20938.10 758.16 117.19 0.00 0.00
81559.58 | 10223.26 48 476.54 5334.73 215.46 531.42 83.23 318.07
40 873.81 5127.01 17 319.18 1 863.98 365.74 145742 335.10 1553.31
6592.84 803.12 19 023.52 2014.76 44.55 59.83 73.04 153.25
31769.27 3931.97 47 516.96 5489.49 90.47 17.89 989.82 156.42
703.26 123.74 320.85 40.12 0.15 0.03 0.00 0.00
28 183.44 2255.87 32 674.79 3515.13 154.22 18.43 137.69 24.48
1438.21 253.06 5424.69 1025.64 4.46 15.47 14.33 12.15
34145521 | 4022195 | 34145521 | 40221.95 1633.21 2217.68 1633.21 2217.68
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3. Statements of Bank Settlement Accounts

Table A7 Number of Bank Settlement

'ype of accounts

Local depositors Non-local
Primary | General | Special | Temporary Primary deposit accounts General deposit accounts
deposit | deposit | deposit | deposit | Subtotal city- | province- | Cross- city- | province-| Cross-
Subtotal Subtotal
Bank accounts | accounts | accounts | accounts wide wide province wide wide province
Policy banks 4.64 4.23 6.94 0.05 15.87| 0.16 0.01 0.00 0.17 | 0.68 1.97 0.34 2.99
State-owned
1338.16 | 424.23| 170.20 4.88 1937.47| 15.68 2.76 1.29 19.73 | 26.12 1549 | 16.54| 58.15
commercial banks
Joint-stock
261.18 | 238.10 22.57 0.75 522.60/ 3.00 0.80 0.86 4.66 | 2142 2097 | 16.46| 58.85
commercial banks
City commercial
27458 | 168.89 22.76 1.28 467.51| 443 0.61 0.59 5.64| 13.94 9.68 7.21 30.82
banks
Rural commercial
143.32 38.78 8.23 0.24 190.58| 1.48 0.29 0.09 1.86| 2.59 1.44 1.06 5.10
banks
Rural credit
369.74 95.11 32.96 1.86 499.68| 3.66 0.60 0.15 441| 943 3.70 221 15.34
cooperatives
Foreign-invested
2.32 8.85 0.49 0.00 11.66( 0.02 0.01 0.13 0.15| 047 1.05 3.06 4.57
banks
Postal Savings
28.44 22.17 4.27 0.29 55.17| 0.27 0.03 0.01 031| 125 0.61 0.34 2.19
Bank of China
Others 8.52 16.26 0.95 0.11 2584/ 0.14 0.04 0.00 0.18 | 147 0.55 0.26 2.28
Total 243091 |1016.61 | 269.38 9.47 3726.36| 28.84 5.14 3.13 37.11| 77.36 55.46 | 47.47| 180.29

Note: The original data of urban credit cooperatives is combined into the data of city commercial banks.
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Accounts (by Bank)
Unit: 10 000 accounts
depositors
Individual
Special deposit accounts Temporary deposit accounts bank Total
t:
province- Cross- province- Cross- Subtotal Accotmis
city-wide Subtotal city-wide Subtotal
wide province wide province
0.46 0.15 0.03 0.65 0.01 0.04 0.04 0.09 3.89 0.01 19.77
4.11 2.58 3.29 9.99 0.83 3.19 4.44 8.45 96.31 389 025.50 | 391 059.28
0.73 0.89 423 5.84 0.02 0.13 0.36 0.51 69.86 72836.70 | 73 429.16
0.87 0.50 1.03 2.40 0.07 0.32 0.37 0.76 39.62 29634.66 | 30 141.78
0.16 0.11 0.10 0.37 0.02 0.05 0.08 0.15 7.48 14 156.88 | 14 354.94
1.03 0.58 0.18 1.79 0.25 0.60 0.39 1.24 22.78 69 600.92 | 70 123.37
0.02 0.05 0.10 0.16 0.00 0.00 0.00 0.00 4.89 320.07 336.62
0.15 0.08 0.07 0.31 0.03 0.09 0.06 0.19 3.00 71125.78 | 71183.95
0.06 0.05 0.03 0.14 0.02 0.05 0.04 0.10 2.70 570.69 599.22
7.59 5.00 9.05 21.65 1.25 4.47 5.78 11.50 250.54 | 647271.18 | 651 248.09
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4. Statements of Securities Settlement

Table A8 Clearing Business of the

Earning ( payment of interest/redemption/fees ) transfer
Month Real-time transfer Manual transfer Open ket DYE
Volume Value Volume Value Volume Value
January 7415 2650.52 84 7.06 133 9801.12
February 7984 2563.71 102 1.07 120 9492.63
March 12255 3481.69 95 3.21 149 14 386.09
April 12 344 4 833.99 123 125.74 304 22262.53
May 10 058 3180.45 45 12.59 184 11288.20
June 8763 4076.34 48 3.27 160 8 586.38
July 9030 4154.18 73 94.89 115 6130.43
August 9325 4102.24 42 78.24 149 4 895.94
September 10 805 3430.18 57 6.93 123 3722.60
October 11781 3630.22 2 0.14 103 2661.68
November 10203 3 140.58 101 7.30 138 5772.63
December 9829 3193.73 70 131.46 60 16 754.91
Total 119792 42 437.80 842 471.90 1738 115755.10
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Interbank Bond Market
Unit: Transaction/CNY 100 million
Bond trading and settlement DVP ( by the route of remittance )
Between direct
Among direct participants and Among special | Distribution DVP Total
participants special account account members
members
Volume Value Volume Value Volume Value Volume | Value Volume Value
29643 | 130660.00| 50789|100238.87| 33791 | 27 688.15 979| 1014.06| 122834| 272059.77
23308 | 101297.58| 42263| 84079.90| 25963 | 21196.72| 1680| 1604.44| 101420| 220236.03
30771| 167221.59| 59452|132639.74| 37310| 3283434 2689| 2968.88| 142721 | 353535.50
32712 17936037 | 63215|141210.99| 37991 | 33879.14| 3276| 3338.03| 149965| 385010.81
36373| 192730.14| 65740|148331.01| 38004 | 32419.76| 2264| 2756.67| 152668 390 718.85
34049 | 193859.20| 65662|153569.47| 38926 33382.80| 1989| 2181.93| 149597 395659.41
40743 | 232421.25| 70775 155343.06| 43963| 36108.69| 1860| 229581 | 166559| 436548.30
37215| 221597.67| 63884142 154.44| 39625| 32132.35| 2337 4193.03| 152577 409 153.96
40136 242829.40| 69506 161 162.34| 39849 | 32588.49| 2060| 2488.47| 162536| 446228.40
36 605| 244 682.56| 63484|150760.21| 38540 31011.60| 1473 1766.22| 151988 434512.62
39218 | 237929.81| 68489 |148582.15| 45055| 34811.85| 1469| 1864.86| 164673 | 432109.17
43958 | 252558.70| 73356|162258.45| 48 164| 40162.63| 1450| 1997.07| 176887| 477 057.00
4247312397 148.30| 756 615 | 458 169.50 | 467 181 | 357 204.92| 23 526 | 28 469.47 | 1 794 425 | 4 652 829.80
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Table A9 Major Business of SD&C during 2013-2014
Ttem 2013 2014

Number of active accounts at the end of the period (10 000 accounts) 13 247.15 14 214.68
Number of share accounts at the end of the period (10 000 accounts) 17 517.64 18 401.17
Number of newly added share accounts (10 000 accounts) 492.90 950.92
Number of securities registered for custody (share) 5069 6 330.00
Total par value of securities registered for custody (CNY 100 million) 56 128.93 65 747.19
Total market value of securities registered for custody (CNY 100 million) 262 027.53 405 665.79
Negotiable market value of securities registered for custody (CNY 100 million) 261 884.99 405 576.40

Tradable shares (CNY 100 million) 228 742.37 357 567.46

Tradable shares with restriction on sales (CNY 100 million) 33 142.62 48 008.94
Volume of transfers (10 000 transactions) 571 162.22 778 052.92
Value of transfers (CNY 100 million) 3428 939.20 5032516.04
Gross settlement value (CNY 100 million) 3553 006.35 5413 609.59
Net settlement value (CNY 100 million) 136 242.21 237 922.50

Table A10 Account Business of SD&C during 2013-2014
Unit: 10000 accounts

Item 2013 2014
Number of active accounts at the end of the period 13 247.15 14 214.69
Number of opened share accounts 18 366.56 19317.47
Incl.: A-share accounts 18 108.39 19 057.54
B-share accounts 258.17 259.93
Number of cancelled share accounts 847.81 915.20
Incl.: A-share accounts 843.91 910.81
B-share accounts 3.90 4.39
Number of share accounts at the end of the period 17 517.64 18 401.17
Incl.: A-share accounts 17 263.38 18 145.62
B-share accounts 254.26 255.55
Number of dormant A-share accounts at the end of the period 4270.49 4186.48
Number of newly added share accounts 492.90 950.92
Incl.: Newly added A-share accounts 491.27 949.18
Newly added B-share accounts 1.63 1.74
Number of newly cancelled share accounts 39.94 95.91
Incl.: Newly cancelled A-share accounts 39.52 95.43
Newly cancelled B-share accounts 0.42 0.48
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Table A11 Securities Registration and Custody with SD&C during 2013-2014

2013 2014 Variance (%)

L. Number of deposited securities 5069 6330 24.88
(I) Shares 2575 2697 4.74
1. A-shares 2 469 2593 5.02
2. B-shares 106 104 -1.89
(IT) Warrants 0 0 —
(I1I) Bonds 2032 3034 49.31
1. Treasury bonds 177 189 6.78
2. Municipal bonds 6 7 16.67
3. Policy-based financial bonds — 3 —
4. Enterprise bonds 980 1503 53.37
5. Corporate bonds 518 687 32.63
6. Convertible bonds 27 30 11.11
7. Detachable convertible honds 10 2 -80.00
8. SME private placement bonds 314 613 95.22
(IV) Funds 436 516 18.35
1. Closed-end funds 37 14 -62.16
2. ETFs 85 104 22.35
3. LOFs 306 388 26.80
4. Open-end monetary fund 8 10 25.00
(V) Asset securitization products 26 83 219.23
II. Par value of deposited securities (CNY 100 million) 56 128.92 65 747.20 17.14
(T) Shares 33 693.16 36 887.72 9.48
1. Tradable shares 30266.31 32 863.06 8.58
A-shares 29983.71 32 586.90 8.68
B-shares 282.60 276.16 -2.28
2. Tradable shares with restriction on sales 3418.46 4 020.54 17.61
3. Non-tradable shares 8.39 4.12 -50.89
(IT) Warrants 0.00 0.00 —
(I11) Bonds 19 801.00 25972.48 31.17
1. Treasury bonds 2 390.86 2 653.35 10.98
2. Municipal bonds 16.70 17.10 2.40
3. Policy-based financial bonds — 300.00 —
4. Enterprise bonds 6 840.57 10 669.59 55.98
5. Corporate honds 7956.24 9 996.06 25.64
6. Convertible bonds 1 605.96 1153.18 -28.19
7. Detachable convertible bonds 598.35 98.00 -83.62
8. SME private placement bonds 392.32 1085.20 176.61
(IV) Closed-end funds 2562.25 264271 3.14
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continued
2013 2014 Variance (%)

1. Closed-end funds 580.01 284.49 -50.95
2. ETFs 1075.75 808.24 -24.87
3. LOFs 679.17 1 340.06 97.31
4. Open-end monetary fund 227.32 209.92 -7.65
(V) Asset securitization products 72.51 244.29 236.91
III. Tradable market value of deposited securities (CNY 100 million) | 228 742.37 357 567.48 56.32
(I) Shares 206 303.34 326 384.37 58.21
1. A-shares 204 637.95 324 670.38 58.66
2. B-shares 1 665.39 1713.99 2.92
(IT) Warrants 0.00 0.00 —
(T1T) Bonds 19 504.52 26 584.26 36.30
1. Treasury bonds 233235 2661.03 14.09
2. Municipal bonds 16.70 17.10 2.40
3. Policy-based financial bonds — 314.61 —
4. Enterprise bonds 6 805.66 10 853.22 59.47
5. Corporate bonds 7787.72 9953.40 27.81
6. Convertible bonds 1610.02 1695.24 5.29
7. Detachable convertible bonds 580.98 93.45 -83.92
8. SME private placement bonds 371.09 996.21 168.46
(IV) Funds 2 869.99 4380.24 52.62
1. Closed-end funds 539.50 200.71 -62.80
2. ETFs 1575.76 2477.78 57.24
3. LOFs 560.74 1 434.06 155.74
4. Open-end monetary fund 193.99 267.69 37.99
(V) Asset securitization products 64.52 218.61 238.83

Table A12 Settlement Business of SD&C during 2013-2014
Unit: CNY 100 million/%

Shanghai Branch Shenzhen Branch
Gross Net Settlement | Settlement Gross Net Settlement| Settlement
settlement | settlement | efficiency | efficiency | settlement | settlement | efficiency | efficiency
value value I 11 value value 1 1T
RMB | 2852498.51 | 107 667.09| 96.22 96.19 697 588.28 | 28 120.87 | 95.96 95.80
2013 | USD 222.54 23.01| 88.50 79.53 0.06 0.04| 24.96 —
HKD — — — — 1920.70 388.75| 79.76 —
RMB | 4229 244.86 | 161 282.16| 96.13 94.71 | 1182321.57|76312.31| 92.97 85.33
2014 | USD 157.99 16.39| 88.50 79.85 0.01 0.01| 21.72 —
HKD — — — — 1354.81 286.97| 78.82 —
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Table A13 Fixed-income Product Business of SHCH during 2013-2014
Unit: Number/Transaction/CNY 100 million

2013 2014

Volume Par Value Volume Par Value
Bond issuance 2 000 27 845.02 4698 55 465.09
The issuance of USD -
mid—term note 1 2.00 (USD 100 million) 0 0
Bond redemption 1172 18 082.81 1955 26 615.49
Bond settlement 88753 56 286.11 123 319 85452.45
Repurchase settlement 109 329 55 949.85 287 696 159 762.82
Pledge—style repo 104 527 52 825.03 258 921 138 404.20
Buyout repo 4802 3124.82 28 775 21 358.62
Forward settlement 1 1 0 0

5. Interpretations on Major Indicators in Payment Business Statements

Table A1 Structure of Payment Instruments

Volume and value of bank drafts and promissory notes refers to the volume and value of bank

drafts and promissory notes with which the issuing bank debits the customers’ accounts.

Volume and value of cheques refers to the volume and value of cheques with which the issuer’s

bank debits the customers’ accounts.

Volume and value of commercial acceptance drafts: The volume and value of commercial
acceptance drafts in the column of commercial draft means that of commercial acceptance drafts
with which the acceptor’s bank debits the customers’ accounts, the volume and value of commercial
acceptance in the column of entrusted collection means that of collections which are issued according

to the commercial acceptance drafts.

Volume and value of banker’s acceptance drafts: The volume and value of banker’s acceptance
drafts in the column of commercial draft means that of acceptance drafts with which the bank
debits the customers’ accounts, the volume and value of banker’s acceptance drafts in the column
of entrusted collection means that of collections which are issued according to the banker’s

acceptance drafts.

Volume and value of domestic letters of credit refers to the volume and value of domestic letters

of credit with which the issuing bank debits the customers’ accounts.
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Volume and value of remittance refers to the volume and value of remittances with which the

remitting bank debits the customers’ accounts.

Table A2 Annual Statement of Bankcard Business

Volume of bankcards refers to the volume of bankcards which are available for payment
transactions at the statistical period, except for those unavailable because of cancellation, suspension

and not being activated etc..

Volume of bankcards issued in the current period refers to the net volume of bankcards increased
in the current period, including principal cards and supplementary cards, but not replaced cards and

renewed cards.

Volume and value of cash deposits refer to the volume and value of bankcard deposits through

ATM, counter and other facilities.

Volume and value of cash withdrawals refer to the volume and value of bankcard withdrawals

through ATM, counter and other facilities.

Volume and value of consumptions refer to the volume and value of bankcard consumptions
through POS terminal.

Volume and value of transfers refer to the volume and value of bankcard transfers through ATM

and counter.

Table A4 Annual Statement of Local Bill Clearing Business
Gross value payable is the sum of credit bills presented and received during each clearing session

by the clearing bank.

Gross value receivable is the sum of debit bills presented and received during each clearing session

by the clearing bank.

Table A5 Payment Business of Intra-bank Payment Systems of Banking Institutions
Intra-bank payment systems refers to the systems owned by banking institutions for processing

payment business.

Debit and credit refers to the debit and credit business originated by banking institutions through

their proprietary payment systems.
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Table A6 Annual Statement of Interbank Transactions of Bankcards (continued)

Cash deposit refers to the interbank deposit business originated through ATM or counter.

Issuance: Issuance in the column of cash deposit and cash withdrawal refers to the cash transactions
originated with the bank’s cards through other banks’ ATMs and counters, issuance in the column of
transfer means the transfer transactions originated with the bank’s cards through other banks’ ATMs
and counters, issuance in the column of POS consumption means the POS consumption originated

with the bank’s bankcards exchanged through bankcard clearing organizations.

Acceptance refers to the transactions handled at the ATM or counter of a bank for the bankcards of

other banks.

Acquiring refers to the POS consumptions accepted by the acquiring institution for bankcards of

other banks.

Table A8 Clearing Business of the Interbank Bond Market

Open market DVP refers to the DVP fund settlement between the central bank and the tier-1 traders

of the open market.

Table A9 Major Business of SD&C during 2013-2014

Number of newly added share accounts and number of share accounts at the end of the period

include A-share and B-share accounts.

Statistics on the number, total par value and total market value of securities registered for
custody cover the securities issued and registered by SD&C but having not been tradable on the
exchanges and those delisted from exchanges but having not gone through delisting procedures by
SD&C, total par value and total market value exclude the non-tradable shares of listed companies with

only B-shares.

Negotiable market value is calculated by the closing prices at the end of the period, tradable shares

include the shares going through joint-stock reform and with restriction on sales, the same as below.

Volume and value of transfers include centralized and non-centralized transfers of all registered

securities, and are calculated in a two-way manner. Bond transfer value is calculated at the full price.

Securities include A-shares, B-shares, warrants, treasury bonds, enterprise bonds, corporate bonds,

convertible bonds, detachable convertible bonds, SME private placement bonds, closed-end funds,
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ETFs, LOFs and asset securitization products, but open-ended funds and treasury bond repurchases

are excluded.

Data in the table is the sum of those of SSE and SZSE. Market value of securities calculated in
non-RMB is converted by the average daily exchange rate of December published by the State

Administration of Foreign Exchange.

Table A10 Account Business of SD&C during 2013-2014

Number of dormant accounts is the number of dormant accounts verified and declared by securities
companies according to Circular on Further Standardizing Account Management issued by SD&C

and Operating Guidelines on the Management of Newly Added Dormant Accounts.

Table A11  Securities Registration and Custody with SD&C dring 2013-2014

Par value is the par value of tradable and non-tradable shares of listed companies, excluding the par

value of non-tradable shares of listed companies which issued B-shares only.

Tradable market value is calculated by multiplying the registered number of securities and the
market value at the time of statistics collection, the market value of B-shares shall be converted into

RMB according to the average exchange rate of the current month published by SAFE.

Data in the table is the sum of those of SSE and SZSE.

Table A12 Settlement Business of SD&C during 2013-2014

Gross settlement value is the sum of absolute value of receivables and payables of all settlement

items in the statistical period calculated by currency.

Net settlement value is the sum of the absolute value of netted receivables and payables of each

settlement reserve account on each day of the statistical period.

RMB settlement efficiency: Efficiency I = 1—-net settlement value in the secondary market/gross
settlement value in the secondary market, efficiency Il = 1— (net settlement value in the secondary

market + gross settlement value in the primary market) / gross settlement value.

USD settlement efficiency: Efficiency I = 1—net settlement value in netting / gross settlement value
in netting, efficiency II = 1—(net settlement value in net delivery + gross settlement value in delivery

trade for trade) / gross settlement value.



