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Qver the past year, Agricultural Bank of China (ABC) has successfully fulfilled its mission and
objective centered on risk minimization and institutional transformation set at the beginning of year.
All businesses underwent a fast growth with the banking reform wel! under way, internat manage-
ment has been strengthened. As a result, the overall quality of business development and bariking
efficiency have been steadily enhanced. As of the end of 1999, ABC's total asset amcunted 1o
RMB 2,275 835 billion, an increase of AMB 253.405 billion against 1998; the balanoe of varicus
deposits was RMB 1,592.515 billion, an increase of RMB 226.252 billion over the previous yaar,
indicaling an increased market share; the balance of various loans stood at RMB 1,589, 666 billion,
an increase of RMB 184.131 billion over the previous year; intermediary business and innovative

products developed at a fast pace.

By strictly carrying out the state monetary and credit policy, bringing its functions as a state
owned commercial bank into full play, upholding tha principle of prudent banking as well as putting
in effort to adjust and optimize credit structure, ABC has mainly channeled new loans into those
well-performing industries and quality customers, represented by: high-yield and efficiency-based
agricultural sectar, construction of power network in rural areas, infrastructure, hi-tech industry and
residential housing consumerism, by this practice, the dual functions aimed at financing economic

growth as well as minimizing credit risk have been perfactly matched.

Progress was made in terms of commercially orientated reform. Boid initiatives have been
piloted in the areas of staff recruitment, personnel management as well as salary distribution,
alongside introduction of a contract mechanism intended for full employment, vacancies of mana-
gerial positions are filled in view of candidate's quality and performance, income gap between
branches and staff has besn further enlarged te enhance the dynamism of internai management.
Meanwhile, drawing on successiul experience of international countarparis, China Great Wall As-
set Management Cerporation focused on treatment of non-parforming assets separated from ABC
was created in October, 1999 in response to the state uniform dirsction. This important step would
help ABC to minimize its business-related risk and accelerate its process in transformation into a

commercially orientatad bank,

As always, ABC would remain committed to financial innovation and market expansion along-
side soliditying and developing its conventional business base. Stable increase was recorded in
the volume of both foreign currency deposits and international settiement. New products and vari-
ety of businesses have baen actively developed with a view to providing our clients with “packaged

services” in credit provision, clearing as well as individuai portfolic managernent together with
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products tailored 1o specific needs. In addition, ABC alsc acts on an agency basis 1o operate
clearing on securities trading, fund custodian service as well as individual portfolioc management.

Significant progress was made in the areas of E-commerce development and application as well.

Internal control has been intensified to strengthen financial discipline. Priority has been given
to strict adherence to banking fundamentals, as reflected by continued establishment of the regu-
latory framework, completion of basic banking rules and the standardization of contract text bind-
ing on entire ABC entity. Management of legal representative authorization and transferred autho-
rization has been further improved and adherence to regulations and operation procedures has
been closely examined. Business-ralated risks have been brought under effective control through

strengthened management on customers' credit line and intensified monitor of asset risks.

ABC has attached great importance to modernize its business capabilities, with increased
input into this area in an effort to turn individual offices into a network advantage, which has offered
strong backup to enhancs its market competitiveness and business expansion. The application of
credit card has been on-lined in key cities. With a view to guarding against credit risk in course of
operation, customer's creditworthiness has been evaluated in a comprehensive way by setting up
a credit registration system. A new version of a multipurpose business processing system has
gradually entered into operation. The successful solution of the Y2K problem and smooth transition

of entire system into Millennium ensured sound business development.

We understand that any progress would not have been made possible without unreserved
support and cooperation from our friends at home and abroad. With this in mind, | would like to
express my sincere thanks on behalf of ABG staff. Hopefully, ABC would stitl expect such support

and cooperation as before so as to create a better future through cormmon effort.

At the same time, | would like to thank my predecessor-Mr. He Linxiang-tor his devotion 1o

ABC and wish him every success in his new position.

Thanks to the unremitting effort by ABC staff as well as the precious support from our friends,

1 am confident that ABC would stand in prosperity in the new Millennium.

Shang Fulin

Chairman and President
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1 have been sarving at ABC singe the State Council approved its
restoration in 1979, In 1991, | was appointed the Executive Vice Presi-
dent of ABC and then appointed to take the office of Executive Prasident
from September, 1997 till February, 2000. Having served at ABC for aver
20 years, | have naturalty developed a deep-rooted aftection for it. Over
those years, ABC has always given priority to providing its custcmers
with efficient and quality financial services, and played an important role
in promoting economic development in the rural and urban areas. espe-
cially in the agricultural sector and rural economy. At the sames time, ABC
has continuously grown in strength to form éts own franchise character at
urban and rural financial markets by promoting carrying forward the re-
formn of commercialization, intensifying business and management cali-
ber, together with active engagement in expansion and innovations. By
the end of 1989, the balance of various deposits was RMB 1,562 515
biflicn, an increasa of 56 times over 1979, the balance of various leans
was 1,589 666 billion, nearly 38 times more than that of 1979. As a rasuit
of consistent effort gathering momentum over recent years, its scaope of
services has been fully diversified into every fine of businesses, banking
capability has been improved from day to day, with the coverage of bank-
ing offices and slectronic network widely distributed across the caountry;
internal control has been strengthened from yvear to year, and the overall
quality of its staff has been significantly enhanced, reflected in 1he per-
cantage of stalf with higher academic background from under 1 percant
in 1979 up to over 30 by now; the branchas licensed 10 handle foreign
exchange deposit-taking amounted to 931, correspondemnt relationship
has been established with the head offices of 328 financial institutions in
49 countries and regions throughout the world, its international presence
can be seen by the establishment of branches respectively in Hong Kong
and Singapore as well as representative offices in New York, London
and Tokyo. Today, ABC has grown into one of the most influential state-

owned major banks characterized by the widest domastic network and

well capitalizad positicn.
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Such a success owes much to the collective dedication contrib- "

uted by ABC staff under the leadership of every ABC president as well
as the senior management under him, justifying the focus of expertise
and devotion put in by everyone concerned, furthermore, it would not
have been possible without the support offered by friends of all circles in
society. At this peint, | would like to convey my deepest respect to every
ABC staft working diligently at his own post, my heart-felt thanks also
goes to these who have offered support and care to ABC during my
office. The honor of the service at ABC would always bring up a sense of

pride and nostalgia in my heart wherever | go.

As | am instructed by the government to leave and take up the L
office of Presidency at Agriculturat Development Bank of China, Mr. Shang
Fulin will take over my office as ABC President. | am confident that ABC
will achieve an even better result under his leadership and definitely stand

out in the twenty first cantury. ]

I sincerely wish ABC a brighter future.

He Linxiang

Former Chairman and President
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