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} China’s “Belt and Road” Initiative

~ Official map of the “One Belt, One Road”
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» China plans to revive ancient Silk Road
trade route stretching from Southeast Asia to
Western Europe.

* New Silk Road runs through the continents
of Asia, Europe and Africa, connecting the
vibrant East Asia economic circle at one end
and developed European economic circle at
the other.

» The Silk Road Economic Belt focuses on
bringing together China, Central Asia, Russia
and Europe; linking China with the Persian
Gulf and the Mediterranean Sea through
Central Asia and West Asia; and connecting
China with Southeast Asia, South Asia and
the Indian Ocean.

» The 21st-Century Maritime Silk Road is
designed to go from China's coast to Europe
through the South China Sea and the Indian
Ocean in one route, and from China's coast
through the South China Sea to the South
Pacific in the other.




} China’s “Belt and Road” Initiative

« On land, the Initiative will focus on
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* At sea, the Initiative will focus on
jointly building efficient transport
routes connecting major sea ports along
the Belt and Road.

a new and modern Eurasian Land Bridge
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} Work in progress

China is planning a transcontinental network of bridges, tunnels, railways and ports that will
stretch from Southeast Asia to Western Europe as part of “Belt and Road Project”
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3. Communications Infrastructure
4. Electric Power station
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) Work in progress

The Economic and Trade Cooperation Zones
According to preliminary statistics from the Ministry
of Commerce, China has established 118 overseas
Economic and Trade Cooperation Zones in 50
countries, with 77 in 23 countries along the routes of
the Belt and Road , which will serve as a foundation to
facilitate China's Belt and Road project.

« The Economic and Trade Cooperation Zones are
classified into four kinds: manufacturing, resources
utilization, agricultural processing, and logistics. Up to
now, 2,790 Chinese enterprises have set up operations
in such zones, having invested a total of over US$12

billion and created a production value of US$48 billion.

* At present, the number of China's overseas
enterprises is about 25,000 with overseas assets of
about US$ 3 trillion, and about one million Chinese
employees working overseas.

Xi Jinping with Pakistani President and
Prime Minister

Zambia-China Economic & Trade
Cooperation Zone (ZCCZzZ
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} Work in progress

The establishment of multilateral financial institutions

The Asian Infrastructure Investment Bank '
(AlIB) THE SIGNING CEREMONY OF THE ARTICLES OF AGREEMENT

e The prospective founding members of the AIlIB OF THE ASIAN INFRASTRUCTURE INVESTMENT BANK

finalized at 57. O B 2 Rl B btE B BT W AT BB e ) ¥ MK

June 29" 2015, Beijing, China

* The bank legally established as the Articles of ] thivRenisn
Agreement take effect on December 25, 2015, e SV W V
commences operations on Jan 16, 2016

* China is the largest shareholders of AllB, holding a
30.34 percent stake, its voting share is calculated at 5 ' re .
26.06 percent. -
* The AIIB is expected to lend between $10 billion S ﬂ%
and $15 billion a year in its initial years. SRR s el S ' ==

Silk Road Fund

« The $40-billion Silk Road Fund, sponsored by official
foreign exchange reserves, China Investment Corporation,
the Export-lmport Bank of China, and the China
Development Bank, aims to identify investment
opportunities and provide financing and investment services
along “Belt and Road”.

« Silk Road Fund has picked a Pakistan power project to
initiate its first investment, with total amount US$1.65
billion, following its inception in December 2014.




Comparison of the basic situation of the multilateral financial institutions

Headquarter

Capital

Mission

@ ‘f@é&ff

BANK OF CHINA

AlIB

ADB

World Bank

IMF

57 countries
(Lead by China)

Beijing, China
USD100bn

Provide funding to
the construction of
infrastructure in Asia

67 countries
(Lead by USA & Japan)

Manila, Philippines
USD175bn

Assist the emerging Asian
countries in infrastructure
development and poverty
eradication

188 countries
(Lead by USA)

Washington DC, USA

uUSD223bn

End extreme poverty

and promote
prosperity

shared

188 countries
(Lead by USA & Europe)

Washington DC, USA
USD238bn

Ensure stability in the
international system and
provide financial
assistance to countries in
need




Impacts of Belt and Road Initiative

@

Boost world economic recovery, and regional economic growth

Improve the region's infrastructure (Building the road is the first step to become
rich, Asia is estimated to need at least US$ 6 trillion to cover its infrastructure
expenditures before year 2020) , and put in place an efficient network of land, sea
and air passages

Lift regional connectivity to a higher level (including enhancing regional investment
facilitation, establishing a regional network of trade and logistics)

enhance cultural exchanges, and promote mutual understanding and friendship
among people of all countries

The role of RMB (China is expected to encourage the broader use of the RMB
through contracted projects, currency exchange and trade, which will be in favor of
the formation of a RMB area, or RMB bloc. In 2015 all Asian currencies weakened
with Chinese Yuan, the correlation between emerging-market /Asian currencies and
the Yuan has risen. Among Asian currencies, Taiwan dollar and Singapore dollar
have a correlation of 0.93 with the Yuan over the past 200days, compared with near
0.5 on Aug. 10, 2015, supporting general view that Asia has become increasingly
Yuan-Centric.)
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Trade and Logistics

* New Silk Road trade route will
create new markets for promoting
trade along the countries of the Belt
and Road.

* In 2014, China’s commodity trade
with the countries along the Belt and
Road was US$ 1.12 trillion,
accounting for 26% of China’s T R % .
overall trade (US$ 4.3trillion). et

* China’s overall trade with the
countries along the Belt and Road ———
will increase to about US$ 2 trillion if

the 10% compound annual growth D
rate being achieved from 2015 to

2020. T
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} The Belt and Road with RMB internationalization

» The Belt and Road will drive massive investment (infrastructure, real estate
and industrial investment), merchandise trade and cross-regional logistics and
distribution, these activities need to be supported by funds and financing
(banking loans, bonds issuance, currency trading).

* In the long run, as the Belt and Road makes progress, China and its trade and
Investment partners need a stable financial and monetary environment, using
RMB as the currency in trade settlement, payment and reserve can effectively
avoid or reduce the foreign exchange risk related to trade and investment flows.

« RMB is able to become an anchor currency, and be widely used in less
developed countries or regions, such as Central Asia, South Asia, West Asia and
North Africa.

« RMB’s wider use can speed up its process to be an international currency, and
gradually form a distinctive "RMB area or The RMB bloc .

(Historically, there are 84 Member States joining the "'sterling area' at peak
times)
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) Investment

More optimistic about the growth and investment GDP of Central Asian Countries in 2014
opportunities in Southeast Asia, Western Asia and Central (millions of U.S. dollars)

Asia. 250000 - 212260

The main reasons: 200000 -

L_ocation (China's neighbors/location near China) 150000 -

*Population (Southeast Asia, Western Asia) 100000 -

*Natural gas resources (Central Asia, the Central Asia-China 50000 -

Gas Pipeline will be part of China’s four strategic oil and gas 0 4' L S
transmission channe_ls constructed by China National O R
Petroleum Corporation.) @&&v {_&Q\’& @00 oﬁ* Y

eInvestment or FDI environment (Southeast Asia)

More cost-effective projects:

. . : 2013 FDI in Central Asian Countries (UNCTAD
*Electric Power Station (Southeast Asia) In Central Asfan Countries ( )

«Container Port (Southeast Asia)
*High-Speed Rail (Trans-Asian High-Speed Rail) .
*Gas Pipeline (Central Asia) —

3,23 62.58 ——

2,015 609.63 . |

2,382 1688.61 o




Challenge & Obstacles

« Political system
* Legal system
« Financial regulation ( exchange rate, capital account control)

« Operation (Government effectiveness, efficient operation, project
management )

« Business model (long - term investment cycle, credit risk
management )

« Large differences in cultural and religious backgrounds (OBOR
covers many nationalities, ethnics, speaking many languages)
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} The key tools for promoting the Belt and Road

The key
tools for
promoting
the Belt
and Road

—_—

Funds

— Technology

Rules

Management

Currency

Infrastructure financing by bond, equity, commercial
loans
Beijing, Hong Kong, Shanghai, London

High speed rail, Communications network
Electric Power, Energy Pipeline
Beijing, Shenzhen

Including standardization and dispute resolution
mechanism (currently the railway track width including:
1000 mm narrow track, 1432mm standard track,1520 or
1676 mm wide track although the standard track gauge is
popular adopted in the high speed rails) Beijing

Operation of cross-boarder infrastructure
Beijing, Hong Kong, London

RMB, other international currencies
Beijing, Hong Kong, London

As railways developed and expanded one of the key issues was track gauge (the distance, or width, between the inner sides of
the rails) to be used. The result was the adoption throughout a large part of the world of a “standard gauge” or normal gauge
of 1,435 mm or 4 ft 8 12 (distance between the inside edges of the rails) in allowing inter-connectivity and inter-operability.
Currently approximately 60% of lines in the world are used normal gauge. Exceptions including Russia, Uzbekistan and

Finland.




} Hong Kong’s Strengths and experience in infrastructure financing

Main financing mode of Belt and Road infrastructure project:
« Financing through multilateral financial institutions (AllB, Silk Road Fund)
« Direct Public Financing
« Indirect Public Financing
* Private Sector Financing
« The Public-Private Partnership (PPP)
(PPP will form a long-term cooperative relationship through a partnership of government and
private sector companies, compared to the Build —Operate—Transfer (BOT) and Build-Transfer
(BT) mode, is suitable for long-term investment.)

« Hong Kong financial institutes have wealth of experience in equity
financing, bond financing, project financing and syndicated loans.

« 278 publicly-listed infrastructure companies in Hong Kong: HK$ 6.6
trillion market capitalization; 66 companies out of 278 have a market
capitalization of HK$ 10 billion.

« HK$ 368.3 billion bank loans to infrastructure industries: transportation
and transport equipment, electricity and gas fuel as well as electronic
communication.
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p Disclaimer

Products and services described in this presentation and any associated material (collectively, the “Materials”) provided by Bank of China (Hong
Kong) Limited, its subsidiaries, affiliates or group companies (collectively, “BOCHK Group”), may not be suitable for persons in all jurisdictions.

The information contained in the Materials is for your general reference only and is provided without warranty of any kind and may be changed
at any time without prior notice. Persons in receipt of the Materials should consult their own professional advisers before making any investment
decision to purchase any securities or financial products. It is not possible for the Materials to disclose all risks and significant aspects
associated with the products and services described herein. No person should deal in any such securities or financial products or avail
themselves to BOCHK Group’s investment services unless he understands the nature of the relevant transactions and the extent of his
exposure to potential loss.

Each prospective investor should consider carefully whether the products and investments are suitable for him in light of his circumstances and
financial position.

None of the Materials constitutes an offer of any securities for sale or solicitation of an offer to sell any securities in the United States or any
other jurisdiction in which such offer or sale is prohibited. The financial products and services referred to in the Materials, have not been and
will not be registered under the U.S. Securities Act of 1933, as amended (the "Securities Act”), and no such securities may be offered or sold in
the United States unless registered under the Securities Act or pursuant to an exemption from such registration. The products may not be at
any time offered, sold, transferred, delivered, exchanged, exercised or redeemed within the United States or to, or for the account or benefit of,
any U.S. person (as defined in the Securities Act or the U.S. Internal Revenue Code of 1986, as amended).

No invitation is made in the Materials or the information contained herein to enter into, or offer to enter into, any agreement to purchase, acquire,
dispose of, subscribe for any securities, and no offer is made of any shares in or debentures of a company for purchase or subscription, except
as permitted under the laws of Hong Kong.

You should note that information in the Materials is reflective of data as of the specified date and is based on current assumptions and market
conditions. All estimates and opinions, if any, included in the Materials may be subject to change without notice and past performance is not
indicative of future results.

Although information in the Materials has been prepared in good faith from sources believed to be reliable, BOCHK Group does not represent or
warrant its accuracy, truthfulness and completeness. None of BOCHK Group or its representatives shall have any responsibility or liability
whatsoever (for negligence or otherwise) for any loss howsoever arising from any use of the Materials or its contents or otherwise arising in
connection with the Materials.

To the extent that the financial products described in the Materials are listed in Hong Kong, they are neither endorsed, issued, sold nor
promoted by The Stock Exchange of Hong Kong Limited. The Stock Exchange of Hong Kong Limited expressly disclaims any liability for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of the Materials.
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p Disclaimer

From time to time, and in the ordinary course of business, members of the BOCHK Group may provide advisory and investment or commercial
banking services, and enter into other commercial transactions related to products described in the Materials, for which customary
compensation has been received. Prospective investors should make enquiries with their respective brokers as to the terms and/or existence of
any such commission arrangements. For example, at any time, member(s) of the BOCHK Group may act as a distributor or market-maker or
otherwise be long or short of or have financial interests in services/products described in the Materials.

In making an investment decision or availing yourself of the services described in the Materials, you are deemed to represent that you have
made your investment and trading decisions (including decisions with regard to the suitability of the products) based upon your own judgment
and not in reliance upon any view expressed by us and that you fully understand all the risks involved and are capable of assuming and willing
to assume such risks. BOCHK Group does not make any representation regarding the legality of investments described in the Materials under
any applicable laws.

The Materials are protected by copyright. No part of it may be modified, reproduced, transmitted and distributed in any form for use without
BOCHK Group’s prior written consent.

If the presentation materials fall within the definition of “investment research” under Paragraph 16.2 (f) of the Code of Conduct for Persons
Licensed by or Registered with the Securities and Futures Commission, we shall make disclosure in the form set out in “Disclosure for
Research Report and Presentation”.

“Investment research” includes documentation containing any one of the following:-
(i) result of investment analysis of securities;

(ii) investment analysis of factors likely to influence the future performance of securities, not including any analysis on macro economic or
strategic issue; or

(iii) advice or recommendation based on any of the foregoing result or investment analysis.
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Thank you

Investor Relations Contact :
E-mail : investor_relations@bochk.com
Website : www.bochk.com
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