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Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading gain

Net loss on financial instruments designated at
fair value through profit or loss

Net gain on other financial assets

Other operating income

Net operating income before impairment
allowances
Net charge of impairment allowances

Net operating income
Operating expenses

Operating profit

Net gain from fair value adjustments on
investment properties

Net gain from disposal/revaluation of
properties, plant and equipment

Profit before taxation
Taxation

Profit for the period

Dividends

Condensed Consolidated Income Statement

FEERE PGSR E
2014 & 2013 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2014 2013
AT BT
HK$'000 HK$'000
4,957,419 4,208,048
(2,393,209) (1,918,452)
2,564,210 2,289,596
651,888 532,765
(35,668) (34,267)
616,220 498,498
46,099 52,631
(3,109) (11,173)
26,002 19,171
36,065 30,737
3,285,487 2,879,460
(281,241) (123,133)
3,004,246 2,756,327
(1,209,160) (1,055,009)
1,795,086 1,701,318
60,511 43,673

290 3,972
1,855,887 1,748,963
(344,073) (260,780)
1,511,814 1,488,183
700,000 -
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Condensed Consolidated Statement of Comprehensive

Income

Profit for the period

Items that will not be reclassified subsequently
to income statement:

Premises:
Revaluation of premises
Deferred tax

Iltems that may be reclassified subsequently to
income statement:

Available-for-sale securities:

Change in fair value of available-for-sale
securities

Release upon disposal of available-for-sale
securities reclassified to income
statement

Amortisation with respect to
available-for-sale securities transferred to
held-to-maturity securities reclassified to
income statement

Deferred tax

Change in fair value of hedging instruments
under net investment hedges

Currency translation difference

Other comprehensive income for the period,
net of tax

Total comprehensive income for the period

FEGEHRD FELEEE
2014 £ 2013 4£

6 H30H 6 530 H
Half-year ended Half-year ended
30 June 30 June
2014 2013
AT T AT T
HK$'000 HK$°000
1,511,814 1,488,183
219,294 213,269
(30,220) (29,113)
189,074 184,156
447,018 (298,125)
(5,685) (9,385)
444 -
(82,464) 49,587
359,313 (257,923)
35,186 (22,073)
(263,309) 160,104
131,190 (119,892)
320,264 64,264
1,832,078 1,552,447
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Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other financial
institutions

Placements with banks and other financial institutions
maturing between one and twelve months

Financial assets at fair value through profit or loss

Derivative financial instruments

Advances and other accounts

Investment in securities

Investment properties

Properties, plant and equipment

Deferred tax assets

Other assets

Total assets

LIABILITIES

Deposits and balances from banks and other
financial institutions

Financial liabilities at fair value through profit or loss

Derivative financial instruments

Deposits from customers

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Total liabilities

EQUITY

Share capital
Reserves

Total equity

Total liabilities and equity

R 2014 &£ Ji* 2013 4%

6 H30H 12 H31H
At 30 June At 31 December
2014 2013
BT BT
HK$'000 HK$'000
49,527,158 44,739,319
17,130,684 21,344,000
5,971,220 4,164,693
470,207 508,453
164,297,221 155,316,751
47,408,228 42,272,143
1,236,780 1,174,938
7,077,509 6,969,237
123,198 152,831
1,564,976 3,741,595
294,807,181 280,383,960
30,891,703 28,846,029
4,543,269 4,433,736
297,130 343,156
209,495,741 198,160,417
14,911,032 15,229,501
296,569 205,587
939,670 865,545
261,375,114 248,083,971
3,144,517 700,000
30,287,550 31,599,989
33,432,067 32,299,989
294,807,181 280,383,960
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At 1 January 2013

Profit for the period
Other comprehensive
income:
Premises
Available-for-sale
securities
Change in fair value
of hedging
instruments under
net investment
hedges
Currency translation
difference

Total comprehensive
income

Transfer from retained
earnings

At 30 June 2013

At 1 July 2013

Profit for the period
Other comprehensive
income:
Premises
Available-for-sale
securities
Change in fair value
of hedging
instruments under
net investment
hedges
Currency translation
difference

Total comprehensive
income

Transfer from retained
eamings
Dividends

At 31 December 2013

Condensed Consolidated Statement of Changes in Equity

TR

MR

BB

Reserve for

B fair value

Hiff#f#  changes of

[N A 5 ZN-A Premises available- B A~ ] HERF]

Share Share Capital  revaluation for-sale  Regulatory  Translation Retained 4HEt
capital premium reserve reserve securities reserve* reserve earnings Total
BIETIT BMETT BMETT BMETT BMETT BMETT BMETT BMETT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
700,000 2,444,517 605 4,837,228 373,164 1,547,011 707,977 19,002,719 29,613,221
- - - - - - - 1,488,183 1,488,183
- - - 184,156 - - - - 184,156
- - - - (257,923) - - - (257,923)
- - - - - - (22,073) - (22,073)
- - - 1,882 (31) - 158,253 - 160,104
- - - 186,038 (257,954) - 136,180 1,488,183 1,552,447
- - - - - 36,838 - (36,838) -
700,000 2,444,517 605 5,023,266 115,210 1,583,849 844,157 20,454,064 31,165,668
700,000 2,444,517 605 5,023,266 115,210 1,583,849 844,157 20,454,064 31,165,668
- - - - - - - 1,340,474 1,340,474
- - - 490,855 - - - - 490,855
- - - - (280,072) - - - (280,072)
- - - - - - (18,982) - (18,982)
- - - 1,618 (26) - 139,454 - 141,046
- - - 492,473 (280,098) - 120,472 1,340,474 1,673,321
- - - - - 361,131 - (361,131) -
- - - - - - - (539,000)  (539,000)
700,000 2,444,517 605 5,515,739 (164,888) 1,944,980 964,629 20,894,407 32,299,989
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20141 H1H At 1 January 2014
ElapE ) Profit for the period
HoAth TR Other comprehensive
income:
R Premises
AT REH B RS Available-for-sale
securities
ST TR T Change in fair value
B2 NHE#(E of hedging

instruments under
net investment

hedges
IR Currency translation
difference
AL Total comprehensive
income
AR Transfer to share capital
TS E H AR Transfer from retained
earnings
i35 Dividends

4201446 H30 H At 30 June 2014

* BREEEBEEERIE 30 SR EREREUR
RS - B E SR B A
FIEEE EH R T —AER 2 (B
RAGRKSHAMA T TR ) -

Condensed Consolidated Statement of Changes in Equity
(continued)

A HE
BHEATE
BEIEE
Reserve for
EE fair value
BEf5fE#E changes of
it itz KAGHE  Premises  available-  BEEEAHE R gzl

Share Share Capital revaluation for-sale Regulatory Translation Retained st
capital premium reserve reserve securities reserve* reserve earnings Total

AT BT BT BETT BRTT BRTT BRTT BETT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

700,000 2,444,517 605 5,515,739 (164,888) 1,944,980 964,629 20,894,407 32,299,989

- - - - - - - 1,511,814 1,511,814

- - - 189,074 - - - - 189,074
- - - - 359,313 - - - 359,313
- - - - - - 35,186 - 35,186
- - - (3,344) 2,438 - (262,403) - (263,309)
- - - 185,730 361,751 - (27,217) 1,511,814 1,832,078

2444517  (2,444,517) - - - - . . .
- - - - - 27,702 - (27,702)

- - - - - - - (700,000) (700,000)

3,144,517 - 605 5,701,469 196,863 1,972,682 737,412 21,678,519 33,432,067

* In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future

losses or other unforeseeable risks, in addition to the loan impairment allowances recognised under HKAS 39.
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BRI SHERER Condensed Consolidated Cash Flow Statement

PEEHE FEEHEE
2014 4 2013 4F
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2014 2013
BAETT BT
HK$'000 HK$'000
s HEnE Cash flows from operating activities
rfRpTaE SR e 2 mA R Operating cash inflow/(outflow) before
taxation 3,423,404 (336,427)
TR ARG Hong Kong profits tax paid (100,188) (106,399)
TSNS Overseas profits tax paid (166,061) (53,996)
e LA/ (JRE) 3% Net cash inflow/(outflow) from operating
activities 3,157,155 (496,822)
REEBZHSRE Cash flows from investing activities
s AN ~ 230 Rkt Purchase of properties, plant and
equipment (20,078) (24,016)
[ AEY)E Purchase of investment properties (180) -
HEYZE - 830 KEFHTSECE Proceeds from disposal of properties, plant
and equipment 251 83
BEEBREREIFHE Net cash outflow from investing activities (20,007) (23,933)
REEBHERE Cash flows from financing activities
AT Dividend paid (700,000) -
BRSPS Net cash outflow from financing activities (700,000) -
W4 R R TE H e, Increase/(decrease) in cash and cash
G equivalents 2,437,148 (520,755)
W1 A 1HZRSEERRESEE Cash and cash equivalents at 1 January 39,008,565 33,701,213
[EREFHEINS NFERIRESIEHA  Effect of exchange rate changes on cash and
E cash equivalents (684,194) 138,397
6 H 30 HZHERERMELEE Cash and cash equivalents at 30 June 40,761,519 33,318,855
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Notes to the Interim Financial information

R RARA S BRI R

1. ERIECE R T @& EGK 1. Basis of preparation and significant accounting policies

() wHEE

(a) Basis of preparation

BEr R AR > T iRE

AE AT G PR 2 B

GEFEAIE3A5E T
& M -

(b) EEEHBER

BRELT FTAlist > o it 5
BRI 2 EEEHER
St EE - B BLE 22013
FF12 31 H (I AREEFEE
P R 2 SR B RE — 0
f 75 R A B2 201342 7 £
P — PR -

EAaHItE 20141510
BT EEERER
Z B A AR RIERT
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i g a o = P Y
B o ZAEETSHERITIER
I e BE AR B AY A — B
A I T HRTE R AE
FEoRHIAER TR RER] 1y
EE A LhE AR R
G ENSHQHEIRPSC RN
ESODLE I aY E A Bl e
HHTRSHAER - SRERA{EST
HAREENY B ERELE
HAPH -

ARG 365R( 4L E
i) TEERE  JEeRE
JEE Pl R ) o 4 1E
HE LIS
— 2 BRI SRR EE A
EWErEHEIT - fLAh - IR
FORAE A B A A T U [E]
B Ry P EIFR H B K
AR T HEETEE
BIMIZEE - PRAZBRTHIA
EEMBHR AT E -

The interim financial information has been prepared in accordance with HKAS 34
“Interim Financial Reporting” issued by the HKICPA.

(b) Significant accounting policies

Except as described below, the significant accounting policies adopted and methods of
computation used in the preparation of the interim financial information are consistent
with those adopted and used in the Group’s annual financial statements for the year
ended 31 December 2013 and should be read in conjunction with the Group’s Annual
Report for 2013.

Amendments and interpretation to standards that are relevant to the Group and
mandatory for the first time for the financial year beginning on 1 January 2014

e HKAS 32 (Amendment), “Financial Instruments: Presentation — Offsetting Financial
Assets and Financial Liabilities”. The amendment addresses inconsistencies in
current practice when applying the offsetting criteria and clarifies the meaning of
“currently has a legally enforceable right of set-off’; and the application of offsetting
criteria to some gross settlement systems (such as central clearing house systems)
that may be considered equivalent to net settlement. The adoption of this amendment
does not have a material impact on the Group’s financial statements.

HKAS 36 (Amendment), “Impairment of Assets: Recoverable Amount Disclosures for
Non-Financial Assets”. The amendment aligns the disclosure requirements with its
original intention which does not intend to disclose at level of cash generating unit. It
also requires additional disclosure about the fair value measurement when the
recoverable amount of impaired assets is based on fair value less costs of disposal.
The adoption of this amendment does not affect the disclosure of the Group’s
financial statements.
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1. ERIECER T @GR 1. Basis of preparation and significant accounting policies (continued)
(&)

Notes to the Interim Financial information (continued)

(b) EEEBER (#)

(b) Significant accounting policies (continued)

E5afltE 20144E1 H 1H
B E I EEEREXN
ZHAEEAR R AEET
FagE (8

o TGRSR
i) TR A ¢ iRt
E-TETEREE Y
IHEETHEST ) - BRI
HEITAE LEWSE Y
HLE - MRERSREEE
SR B LA o 352 2 3 51
GRS BOPE AT
G- AL EETHA LR
MBI AERVE -

I s A e R
2158 TR#E ) - ILERRER
T ARSEREA IR T R
e B EH B R Y P 451
LIGMY S {55 - BN EEIR(K
FAERURE A S AR - AR
TE HY ARG E AT > fe
TR LA - PROTZE
R AL B R
HERZE -

Amendments and interpretation to standards that are relevant to the Group and
mandatory for the first time for the financial year beginning on 1 January 2014
(continued)

e HKAS 39 (Amendment), “Financial Instruments: Recognition and Measurement —
Novation of Derivatives and Continuation of Hedge Accounting”. The amendment
introduces a relief to allow hedge accounting to continue in a situation where a
derivative, which has been designated as a hedging instrument, is novated to effect
clearing with a central counterparty as a result of laws or regulation. The adoption of
this amendment does not have a material impact on the Group’s financial statements.

HK(IFRIC) — Int 21, “Levies”. The interpretation addresses how an entity should
account for liabilities to pay levies imposed by governments, other than income taxes,
in its financial statements. For a levy that is triggered upon reaching a minimum
threshold, no liability should be anticipated before the specified minimum threshold is
reached. The adoption of this interpretation does not have a material impact on the
Group'’s financial statements.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

1. ERIECE R T @R 1. Basis of preparation and significant accounting policies (continued)
(&)

(c) BB B AL B HBRE (c) Standards and amendment issued that are relevant to the Group but not yet

REGREIMEER PGB HALE effective and have not been early adopted by the Group in 2014
B 2014 AT R 221
RfEET
AR 2
Applicable for
LRI /B3T AR financial years
Standards/Amendment Content beginning on/after
B GRS ERIE TR R TH B8 — BHEUBIRREAEASE 9 9RavEEZHE 20151 H1H
(&f&aT)
HKFRS 7 (Amendment) Financial Instruments: Disclosures — Transition to HKFRS 9 1 January 2015
ER L HS O B SRTH o
HKFRS 9 Financial Instruments To be determined
BV 2RSS 15 9% B P 7 R & EUL S 20171 H1H
HKFRS 15 Revenue from Contracts with Customers 1 January 2017
o HERI TR A BRI 1555 ¢ HKFRS 15, “Revenue from Contracts with Customers”. HKFRS 15 applies a single
FEZ 5 A& EUL model and specifies the accounting treatment for all revenue arising from contracts
Zm ) o M HER with customers. The new standard is based on the core principle that revenue is
HE155% i F B —fE AU HA recognised to reflect the consideration expected to be entited when control of
MERTE RN & E & promised good or service transfers to customer, it is also applicable to the recognition
Byt R o LRI and measurement of gains or losses on the sale of some non-financial assets such as
TR I T i S AR Y properties or equipments that are not an output of ordinary activities. HKFRS 15 also
P B IR TS A e R RS, includes a set of disclosure requirements about revenue from customer contracts.
BEFERE > eyl B The new standard will replace the separate models for goods, services and
7 DA K7 it 7R HE B 2 fF construction contracts stipulated in different standards under the current HKFRS. The
{8 HIREANZEHE Group is considering the financial impact of the standard and the timing of its
HaIEMEE - fluy application.

¥ W EIREMIET)
FrEELERIBES - B IS
AR 1S5 iE—
EREFE RS HIH
IR - 2RI ELR
AT B HEHESET
R EHERIE B~ IR
TG & ERY S B A -
AR TEAE G E %
BRI S 75 2 2 o L FH AR
fi -
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Notes to the Interim Financial information (continued)

1. ERIECE R T @R 1. Basis of preparation and significant accounting policies (continued)
(&)

(c) ELARfH: S A SR EAE BAME 1
RBHIEERROIHRASE
B 2014 SRRk 2 1
Rf&E] (8D

SR EHZ RGN
201447 M T BT
PR R ZE09%T Sl T
B YRR - Bk
201841 H 1 HEEE LIR
SREIELR . BT HARE
BB ES oy A A LEEAT
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KRS AT HEIE AR
Ko DR HAIZ TE#%
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HCEIIEEOR > DUER
Bl 2 (5 IR IE
BEMERRAY I - FHER
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B R ~ R RIRAE
HYIEM © AR ER 45
e EHEGHIA R
W > WESETEIIE AR -

FRAIE FIRIEAISN -
A Ry B THRE 17 LAY
SPEEHEET A 2
Weas iy 348 o SR LAY
BRVE A R RN
GEHRER N EEME
FE B H AR SE A
B o BRFE Z 58 R
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HY I 5 52 B e L T
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o L BT

G - BB EER
20134 7 SERE & IR
BRI EE2.1(b)E -

(c) Standards and amendment issued that are relevant to the Group but not yet

effective and have not been early adopted by the Group in 2014 (continued)

The IASB published the final version of IFRS 9 “Financial Instruments” in July 2014
which will be mandatorily effective on or after 1 January 2018 with early application in
its entirety is permitted except for own credit risk, which can be early adopted in
isolation. In this final version, expected credit losses were introduced to replace the
existing “incurred loss” impairment model, accompanied by improved disclosures, in
order to cope with the issue of delayed recognition of credit losses on financial assets.
The expected loss model is forward-looking, and future conditions are needed to be
considered together with past and current conditions. The model requires an entity to
recognise expected credit losses at all time, including at initial recognition.

Besides the expected credit loss model, the fair value through other comprehensive
income classification was also added for debt instruments. Financial assets
categorised in this classification should be held in a business model whose objective
is achieved by both collecting contractual cash flows and selling financial assets. All
fair value change other than interest accrual, amortisation and impairment will be
recognised comprehensive
reclassified into profit and loss upon disposal.

in other income, which would be subsequently

It is expected the HKICPA will soon pronounce an equivalent standard with an
identical mandatory effective date. The Group will consider the financial impact and
the timing of its application.

Please refer to Note 2.1(b) of the Group’s Annual Report for 2013 for brief
explanations of the rest of the above-mentioned standard and amendment.

10
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

1. ERIECE R T @R 1. Basis of preparation and significant accounting policies (continued)
(&)

(c) BB B AL B HBRE (c) Standards and amendment issued that are relevant to the Group but not yet

REGREIMEER PGB HALE effective and have not been early adopted by the Group in 2014 (continued)

B 20 1452 RTER N ZE R

RAERT (80
EER AR E LA Improvements to HKFRSs

Mg R s e e 1 | “Improvements to HKFRSs” contains numerous amendments to HKFRSs which the
ELHEWEEREHMAER HKICPA considers not urgent but necessary. It comprises amendments that result in
B IEE A A B EAEET - & accounting changes for presentation, recognition or measurement purpose as well as
P EEED | FESR - RSttt terminology or editorial amendments related to a variety of individual HKFRSs. The
EFHEEEeSEENE amendments are effective and adopted for annual periods beginning on or after 1 July
=T DUR S TEEE R A 2014. The adoption of these improvements does not have a material impact on the
Y5 i 25 e R AH B 2 1T 5B 5 4m Group’s financial statements.

W EAVEET - BB
201447 H1HERBH gt
AR - BRAARAERTEIA
BEAMBRELIIAERY
%

=

11
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Notes to the Interim Financial information (continued)

2. Financial risk management

The Group is exposed to financial risks as a result of engaging in a variety of business
activities. The principal financial risks are credit risk, market risk (including currency risk and
interest rate risk) and liquidity risk. This note summarises the Group’s exposures to these risks.

2.1 Credit Risk
(A) Gross advances and other accounts

(a) Impaired advances

Advances are impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred
and that loss event(s) has an impact on the estimated future cash flows of the
advances that can be reliably estimated.

If there is objective evidence that an impairment loss on advances has been
incurred, the amount of loss is measured as the difference between the carrying
amount and the present value of estimated future cash flows generated by the
advances. Objective evidence that advances are impaired includes observable
data that comes to the attention of the Group about the loss events.

12
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2. REREHE (8)

21 EEER (&)
(A) HEER R HAARE

(&

2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(a) BESK (&

BB P EEE
#

sk SR
Sl e A

b AR
BENEFPERZ
LT (E

Eabiig vt &

HREZ B PR
HBEEFELE

IREAERE BT
FRAMER R
P -

1 2014 £ 6 H 30
H R 2013 412
31 0 RAREZ

(a) Impaired advances (continued)

Gross impaired advances to customers

Individually assessed impairment
allowances made in respect of such
advances

Current market value of collateral held
against the covered portion of such
advances to customers

Covered portion of such advances to
customers

Uncovered portion of such advances to
customers

Gross impaired advances to customers as
a percentage of gross advances to
customers

Notes to the Interim Financial information (continued)

7 2014 £ J* 2013 4=
6 H30H 12 H31H
At 30 June At 31 December
2014 2013
BETIT BT T
HK$'000 HK$'000
1,010,898 434,798
533,885 280,913
876,247 204,140
505,559 153,690
505,339 281,108
0.66% 0.30%

The impairment allowances were made after taking into account the value of

collateral in respect of impaired advances.

As at 30 June 2014 and 31 December 2013, there were no impaired trade bills.

13
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REEHE (8) 2. Financial risk management (continued)

21 EERE (&) 2.1 Credit Risk (continued)
(A) EEF R HARRTE (A) Gross advances and other accounts (continued)
(&)
(a) BEERK (&) (a) Impaired advances (continued)
B REE R E Classified or impaired advances to customers are analysed as follows:
2B FERGT
LR
2014 42 2013 &
6 H30H 12 H31H
At 30 June At 31 December
2014 2013
BETT BT
HK$'000 HK$'000
¥ 43 B BURUE Gross classified or impaired advances to
2R ERE customers
#H 1,119,385 485,811
HERE TE S SR Gross classified or impaired advances to
& P& customers as a percentage of gross
HUEE P advances to customers
bb% 0.73% 0.34%
Sy EE R E Classified or impaired advances to customers represent advances which are either
ZEEBHEE classified as “substandard”, “doubtful” or “loss” under the Group’s classification of
AR EE R E loan quality, or individually assessed to be impaired.

BHEH X
G o TR
o R
(BB 2
ERISER -
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(b) Advances overdue for more than three months

Advances with a specific repayment date are classified as overdue when the
principal or interest is past due and remains unpaid. Advances repayable by regular
instalments are classified as overdue when an instalment payment is past due and
remains unpaid. Advances repayable on demand are classified as overdue either
when a demand for repayment has been served on the borrower but repayment has
not been made in accordance with the instruction or when the advances have
remained continuously outside the approved limit that was advised to the borrower.
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(b) Advances overdue for more than three months (continued)

The gross amount of advances overdue for more than three months is analysed as

follows:

Gross advances to
customers which
have been
overdue for:

- six months or
less but over
three months

- one year or
less but over
six months

- over one year

Advances overdue
for over three
months

Individually
assessed
impairment
allowances made
in respect of such
advances

R 20144%£6 530 H
At 30 June 2014

720134412 H31 H
At 31 December 2013

Lfirv-ay =g e L L % = SRR

Btk =P

% of gross % of gross

B advances to $%A advances to

Amount customers Amount customers
BT BT
HK$'000 HK$'000

331,227 0.21% 197,953 0.14%

295,968 0.19% 67,182 0.04%

163,635 0.11% 126,102 0.09%

790,830 0.51% 391,237 0.27%
439,887 266,765
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REEHE (8) 2. Financial risk management (continued)

21 EERE (&) 2.1 Credit Risk (continued)
(A) EEF R HARRTE (A) Gross advances and other accounts (continued)
(&)
(b) mEREE IMEH Z (b) Advances overdue for more than three months (continued)
e dC:))
#2014 £ 7 2013 4E
6 H30H 12 H31H
At 30 June At 31 December
2014 2013
AT HAERETT
HK$'000 HK$'000
v =gttt Current market value of collateral held
ENEFPERZ against the covered portion of such
A ETE advances to customers 468,018 201,240
FAltERR L EE Covered portion of such advances to
ZEEER customers 298,440 145,200
G E A Uncovered portion of such advances to
E2EFEER customers 492,390 246,037
7 HA B 3SR (E Collateral held against overdue or impaired loans is principally represented by
SRR E charges over business assets such as commercial and residential premises for
FHEENERE corporate loans and mortgages over residential properties for personal loans.
FHETHEHNE
JEE AP S R
-\ ARZER
HTH TS
Y -
201446 H 30 As at 30 June 2014 and 31 December 2013, there were no trade bills overdue for
H K 2013 4 12 more than three months.

H31H #A®A
Wi 3 HHZ
H D -
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2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(c) Rescheduled advances

Rescheduled
advances to
customers net of
amounts included
in “Advances
overdue for more
than three
months”

#2046 A30H
At 30 June 2014

Notes to the Interim Financial information (continued)

2013412 H 31 H
At 31 December 2013

Lfirv-ay =g e EE % = B AEE

Btk =Pl

% of gross % of gross

B advances to $%A advances to

Amount customers Amount customers
BT T BT
HK$'000 HK$'000

15,846 0.01% 6,288 0.00%

Rescheduled advances are those advances that have been restructured or
renegotiated because of deterioration in the financial position of the borrower or of
the inability of the borrower to meet the original repayment schedule. Rescheduled
advances, which have been overdue for more than three months under the revised
repayment terms, are included in “Advances overdue for more than three months”.
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2.1 Credit Risk (continued)

2. Financial risk management (continued)

(d) Concentration of advances to customers

(A) Gross advances and other accounts (continued)

ENEZ (i) Sectoral analysis of gross advances to customers
B A AR
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Notes to the Interim Financial information (continued)

The following analysis of the gross advances to customers by industry sector is
based on the categories with reference to the Completion Instructions for the
HKMA return of loans and advances.

H201456 H30H
At 30 June 2014
EiwgilTy EAlEHEZ HETHEZ
zBEats RHENHE BB BB
ZEEEGEEE % Covered BRAE Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or BER impairment impairment
customers security impaired Overdue allowances allowances
BT AT BETT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 2,536,595 43.24% - - - 9,792
- Property investment 12,923,205 87.30% 17,455 100,527 1,274 122,897
- Financial concerns 1,758,205 24.51% - - - 5,061
- Stockbrokers 188,314 1.44% - - - 443
- Wholesale and retail trade 11,477,003 29.01% 107,944 92,697 23,058 107,779
- Manufacturing 5,947,113 28.85% 44,298 80,843 27,226 48,548
- Transport and transport
equipment 4,358,784 11.00% 32,153 422 44 33,609
- Recreational activities 60,160 1.90% R - R 149
- Information technology 2,735,571 1.42% 2,386 2,386 738 6,835
- Others 12,647,870 43.50% 10,006 12,793 16,773 86,089
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme 505,672 100.00% 2,252 13,129 - 243
- Loans for purchase of
other residential
properties 9,752,083 99.88% 1,104 50,767 - 3,243
- Others 6,230,820 41.28% 4,188 27,178 772 4,777
Total loans for use in Hong
Kong 71,121,395 51.60% 221,786 380,742 69,885 429,465
Trade finance 8,773,248 26.37% 51,141 76,999 22,008 67,535
Loans for use outside Hong
Kong 74,055,139 40.54% 846,458 1,002,656 441,992 684,648
Gross advances to customers 153,949,782 44.84% 1,119,385 1,460,397 533,885 1,181,648
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REEHE (8) 2. Financial risk management (continued)

2.1 ==RkE (&) 2.1 Credit Risk (continued)
(A) BT F HARRTE (A) Gross advances and other accounts (continued)
(&)
d) ZEEEHERE (d) Concentration of advances to customers (continued)
(&)
() #EITENEZ (i) Sectoral analysis of gross advances to customers (continued)
B AR
(%)
2013412 H 31 H
At 31 December 2013
AL TEAIFAL SHERHl
ZHtE FiE s A A THAEERS
HEEKYEEE % Covered EEEN Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or HE1HA impairment impairment
customers security impaired Overdue allowances allowances
AT AT AT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEHBIHZ &K Loans for use in Hong Kong
TRERIcE Industrial, commercial and
financial
- VB - Property development 2,216,959 49.42% - - - 9,953
- VA - Property investment 12,296,487 86.23% 15,573 58,529 1,150 124,766
- BRIE - Financial concerns 2,819,772 13.24% - - - 8,427
- ReEEAT - Stockbrokers 266,540 0.53% B _ _ 643
- g e - Wholesale and retail trade 10,133,696 32.83% 67,961 109,124 19,731 79,617
- Bl - Manufacturing 4,580,945 37.58% 39,580 43,157 24,498 43,219
- A S - Transport and transport
equipment 3,944,329 13.50% 713 2,855 167 34,125
- (Kb ES) - Recreational activities 61,579 - - - - 159
- EERH - Information technology 2,051,533 1.76% 2,298 2,298 649 5,388
- At - Others 10,931,760 48.71% 19,871 26,902 8,016 70,296
A Individuals
- IEEEA RS - Loans for the purchase of
VNG e flats in Home Ownership
B FHEE H =1 Scheme, Private Sector
T2 85K Participation Scheme
and Tenants Purchase
Scheme 565,821 100.00% 3,178 14,067 - 302
- WEH e - Loans for purchase of
HEK other residential
properties 9,902,944 99.91% 1,153 103,688 - 3,820
- HiAth - Others 4,807,678 47.61% 3,886 45,691 771 4,769
LB Z EEkAEaH Total loans for use in Hong
Kong 64,580,043 55.38% 154,213 406,311 54,982 385,484
EoRE Trade finance 8,345,348 26.31% 54,710 64,592 34,580 60,959
TEEAELYMIZ SR Loans for use outside Hong
Kong 70,616,652 41.43% 276,888 654,409 191,351 740,572
EA e F | Gross advances to customers 143,542,043 46.83% 485,811 1,125,312 280,913 1,187,015
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(ii) Geographical analysis of gross advances to customers

The following geographical analysis of advances to customers is based on the
location of the counterparties, after taking into account the transfer of risk. For
an advance to customer guaranteed by a party situated in a country different
from the customer, the risk will be transferred to the country of the guarantor.

Gross advances to customers

2014 &£ #2013 4
6 H30H 12 H31H
At 30 June At 31 December
2014 2013
AT AT
HK$'000 HK$'000
Hong Kong 71,761,442 71,198,417
Mainland of China 77,263,787 66,923,361
Others 4,924,553 5,420,265
153,949,782 143,542,043
Collectively assessed impairment
allowances in respect of the
gross advances to customers
Hong Kong 437,042 463,692
Mainland of China 638,432 633,469
Others 106,174 89,854
1,181,648 1,187,015
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(il) Geographical analysis of gross advances to customers (continued)

Overdue advances

#2014 2013
6 H30H 12 431 H
At 30 June At 31 December
2014 2013
AT BT
HK$'000 HK$'000
Hong Kong 367,111 422,834
Mainland of China 1,091,835 659,877
Others 1,451 42,601
1,460,397 1,125,312
Individually assessed impairment
allowances in respect of the
overdue advances
Hong Kong 54,450 50,989
Mainland of China 389,975 217,507
Others 1,400 4,377
445,825 272,873
Collectively assessed impairment
allowances in respect of the
overdue advances
Hong Kong 5,800 8,155
Mainland of China 3,882 3,632
Others - 238
9,682 12,025
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2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

Classified or impaired advances

Hong Kong
Mainland of China
Others

Individually assessed impairment
allowances in respect of the
classified or impaired advances

Hong Kong
Mainland of China
Others

Collectively assessed impairment
allowances in respect of the
classified or impaired advances

Hong Kong
Mainland of China
Others
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(d) Concentration of advances to customers (continued)

Notes to the Interim Financial information (continued)

(ii) Geographical analysis of gross advances to customers (continued)

2014 & 2013
6 H30H 12 431 H
At 30 June At 31 December
2014 2013
AT AT
HK$'000 HK$'000
178,651 154,186
939,365 324,675
1,369 6,950
1,119,385 485,811
57,301 57,768
475,184 218,768
1,400 4,377
533,885 280,913
2,805 2,298

43 39
2,848 2,337
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REEHE (8) 2. Financial risk management (continued)

21 EERE (&) 2.1 Credit Risk (continued)
(B) WEI&E (B) Repossessed assets
REHK 2014 ££ 6 The estimated market value of repossessed assets held by the Group as at 30 June
A 30 HEFAERIULE 2014 amounted to HK$15,698,000 (31 December 2013: HK$38,822,000). They
BEEZMHE B A comprise properties in respect of which the Group has acquired access or control (e.g.
15,698,000 jr (2013 through court proceedings or voluntary actions by the proprietors concerned) for
12 H31H : & release in full or in part of the obligations of the borrowers.

38,822,000 jr )-i=fd
R SR i A A
ST A=E e )
sk (A iA e
Fp ek I B R HHE
WEETRIE) M
HERA I EBET
S RERED TR
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REEHE (8) 2. Financial risk management (continued)

2.1 EERE (8) 2.1 Credit Risk (continued)
(C) BB LEEESE (C) Debt securities and certificates of deposit
N A L S TR oy The following tables present an analysis of the carrying value of debt securities and
M2 (B 5 R ERK certificates of deposit by issue rating. In the absence of such issue ratings, the ratings
FORRTAIE - ST designated for the issuers are reported.
SPAREITEILT - HilE
81T NASE R
2,
—
#H 201446 530 H
At 30 June 2014
A3 BLIF
Aal Z Aa3 Al & A3 Lower FESPLR fast
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
BT BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ot R Available-for-sale
securities 8,109,428 20,355,618 9,329,830 406,606 5,859,746 44,061,228
FFEZRIWH®%  Held-to-maturity
securities 272,597 984,595 151,404 - 33 1,408,629
R ENGR Loans and
receivables - - 355,139 - 1,508,416 1,863,555
INEES(EETAE Financial assets at
i Z Rl fair value through
profit or loss 5,710,567 - 260,653 - - 5,971,220
4=t Total 14,092,592 21,340,213 10,097,026 406,606 7,368,195 53,304,632
2013412 H 31 H
At 31 December 2013
A3 LIF
Aal % Aa3 Al E A3 Lower HERTAR Yz
Aaa Aal to Aa3 Al to A3 than A3 Unrated Total
AT AT AT AT HHETIT AETTT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR Available-for-sale
securities 895,932 18,002,312 15,328,029 445,839 5,266,560 39,938,672
FFEZRIWH®%  Held-to-maturity
securities - 585,144 - 298 - 585,442
KR SERGR Loans and
receivables - - 1,008,897 - 675,167 1,684,064
N ESE LT AR Financial assets at
T L BRE fair value through
profit or loss 624 3,665,412 498,657 - - 4,164,693
4=t Total 896,556 22,252,868 16,835,583 446,137 5,941,727 46,372,871

2014 /£ 6 H 30 H % 2013 4 As at 30 June 2014 and 31 December 2013, there were no overdue or impaired debt securities
12 F 31 H » A EIHEEE and certificates of deposit.
B RS
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)
2.2 Market Risk (continued)

(A) Currency risk

The Group’s assets and liabilities are denominated in major currencies, particularly the
HK dollar, the US dollar and Renminbi. To ensure the currency risk exposure of the
Group is kept to an acceptable level, risk limits (e.g. Position and VAR limit) are used to
serve as a monitoring tool. Moreover, the Group seeks to minimise the gap between
assets and liabilities in the same currency. Foreign exchange contracts (e.g. FX swaps)
are usually used to manage FX risk associated with foreign currency-denominated
assets and liabilities.
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Notes to the Interim Financial information (continued)

2.2 Market Risk (continued)

(A) Currency risk (continued)

RNHIEE AR
It & M T IR I B 51
o MG RIS -

HE

[ETFIR S R AT T R HAth 4 Bii% Cash and balances with banks and

THHVESER

TESRAT R At Rt —Z 1 (i Placements with banks and other

AREHZ E MR

TSR L A R

IThem TR
BB H AR
Fegaiay
- AL R
- FPEERHHER
- BKREUGR
R
Yk ~ SRR
HitrgE (EfREERAERE)

HERE

Assets

other financial institutions

financial institutions maturing

between one and twelve months 13,496,952

Financial assets at fair value
through profit or loss
Derivative financial instruments
Advances and other accounts
Investment in securities
- Available-for-sale securities
- Held-to-maturity securities
- Loans and receivables
Investment properties
Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

2. Financial risk management (continued)

The tables below summarise the Group’s exposure to foreign currency exchange rate
risk as at 30 June 2014 and 31 December 2013. Included in the tables are the assets
and liabilities at carrying amounts in HK dollars equivalent, categorised by the original
currency.

#2014 6 H30H
At 30 June 2014
e b HE gk
ANER us HK BXZE Japanese Pound Hih gt
Renminbi Dollars Dollars Euro Yen Sterling Others Total
AT EETT BETT BETT BT BT BETR  B%ETR
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000
40,814,506 2,194,298 6,299,919 62,280 38,897 35,515 81,743 49,527,158
3,633,732 - - - - - 17,130,684
- 261,447 5,709,773 - - - - 5,971,220
92,796 24,349 353,062 - - - - 470,207
46,132,081 49,015,610 68,407,726 484,071 48,022 14,614 195,097 164,297,221
19,171,603 3,667,944 12,827,068 1,290,297 - 203,227 6,975,905 44,136,044
1,135,999 - 33 - - - 272,597 1,408,629
1,863,555 - - - - - - 1,863,555
48,350 - 1,188,430 - - - - 1,236,780
729,484 2,966 6,345,059 - - - - 7,077,509
335,467 97,584 1,166,418 15 14 7 88,669 1,688,174
123,820,793 58,897,930 102,297,488 1,836,663 86,933 253,363 7,614,011 294,807,181
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FHAR BB R EE Notes to the Interim Financial information (continued)

(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.2 migEkE (&) 2.2 Market Risk (continued)
(A) SMEREBE (&) (A) Currency risk (continued)
H2014F6 H30H
At 30 June 2014
e b HE gk
AR us HK BXE&E Japanese Pound Hbt {azt
Renminbi Dollars Dollars Euro Yen  Sterling Others Total
BETT E¥TRT BETr BT B¥TT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
aff Liabilities
ST R oA iR > {72k K 4585 Deposits and balances from banks
and other financial institutions 17,831,530 10,372,777 511,135 119,615 36,407 39,577 1,980,662 30,891,703
NEEE BT AR 2 &RlEE  Financial liabilities at fair value
through profit or loss - 4,543,269 - - - 4,543,269
TSR E Derivative financial instruments 87,819 59,090 150,221 - - - - 297,130
BEFER Deposits from customers 82,373,516 30,744,674 89,558,120 2,268,975 180,746 733,093 3,636,617 209,495,741
FUAMBETE R (GETENTRIE R Other accounts and provisions
RIEFIEA S ) (including current and deferred
tax liabilities) 11,208,158 1,096,593 3,641,590 64,834 40,049 4,934 91,113 16,147,271
b= k| Total liabilities 111,501,023 42,273,134 98,404,335 2,453,424 257,202 777,604 5,708,392 261,375,114
HEEMEREHE Net on-balance sheet position 12,319,770 16,624,796 3,893,153  (616,761) (170,269) (524,241) 1,905,619 33,432,067
FHNEEATERHE Off-balance sheet net notional
position* (4,149,135) (14,558,231) 19,428,336 628,418 169,875 525478 (1,856,117) 188,624
SRE B RIRHE Contingent liabilities and
commitments 64,395,902 32,635,967 19,765,786 334,237 68,387 13,535 - 117,213,814
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.2 migEkE (&) 2.2 Market Risk (continued)
(A) SMERBE (&) (A) Currency risk (continued)
P 2013412 A31H
At 31 December 2013
ET AT HEl g
ARHE us HK Ei%  Japanese Pound A szt
Renminbi Dollars Dollars Euro Yen Sterling Others Total

BT BT AR BETT BT BN BT BETR
HK$000  HK$000 HK$000 HK$000 HK$000 HK$000 HK$O00  HK$000

BE Assets
EE{EER & R AE RS T M EoA4:Rfii% Cash and balances with banks and
TEA4SEES other financial institutions 37,895,965 3,302,233 3,031,355 287,594 76,650 43,356 102,166 44,739,319
TESRTT R EA &Rt — %+ (& Placements with banks and other
AN E financial institutions maturing
between one and twelve months 20,497,328 846,672 - - - - - 21,344,000
NPESEET B2 aRlEE  Financial assets at fair value
through profit or loss - 498,657 3,666,036 - - - - 4,164,693
TThEERT A Derivative financial instruments 95,469 15,990 396,994 - - - - 508,453
B HAHETE Advances and other accounts 46,507,717 43,888,535 64,276,248 391,263 34,633 11,410 206,945 155,316,751
EERE Investment in securities
- ARt ERE A - Available-for-sale securities 14,477,805 6,151,826 11,191,446 780,426 - - 7,401,134 40,002,637
- FFEEFIHHES - Held-to-maturity securities 585,144 - 298 - - - - 585,442
- B ERGR - Loans and receivables 833,378 850,686 - - - - - 1,684,064
BB Investment properties 48,428 - 1,126,510 - - - - 1,174,938
WIS ~ BN Rk Properties, plant and equipment 777,270 3,467 6,188,500 - - - - 6,969,237
HArERE (BEEERIEEE )  Other assets (including deferred
tax assets) 309,581 49,808 3,532,919 399 7 6 1,706 3,894,426
BEEE Total assets 122,028,085 55,607,874 93,410,306 1,459,682 111,290 54,772 7,711,951 280,383,960
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AR B B R
(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.2 HigEE (8
(A) SMEREE (8D

2.2 Market Risk (continued)

(A) Currency risk (continued)

2013412 H 31 H
At 31 December 2013

Notes to the Interim Financial information (continued)

Eit BT HIE Lg%
PN us HK EiZE Japanese Pound Hiftr gz
Renminbi Dollars Dollars Euro Yen Sterling Others Total
BT BT OBNTE  BWTT OBNTIE BMTT BETT BNTR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
aff Liabilities
SRIT R E A SRtk EaUR 4565 Deposits and balances from banks
and other financial institutions 17,115,023 9,846,139 1,340,154 72,617 4,195 3,290 464,611 28,846,029
NEEE BT AR 2 &Rl&E  Financial liabilities at fair value
through profit or loss - - 4,433,736 - - - 4,433,736
TSR E Derivative financial instruments 92,363 59,342 191,451 - - - - 343,156
BEFER Deposits from customers 82,735,748 30,587,345 75,681,802 2,254,533 211,583 922,912 5,766,494 198,160,417
FUAMBETE R (GETENTRIE R Other accounts and provisions
RIEFIEA S ) (including current and deferred
tax liabilities) 10,488,966 1,026,354 4,607,189 57,944 32,756 1,391 86,033 16,300,633
b= k| Total liabilities 110,432,100 41,519,180 86,254,332 2,385,094 248,534 927,593 6,317,138 248,083,971
BEAEREHE Net on-balance sheet position 11,595,985 14,088,694 7,155,974 (925412) (137,244) (872,821) 1,394,813 32,299,989
FHNE AR E Off-balance sheet net notional
position* (4,137,873) (12,082,047) 15842217 929,725 138070 873,190 (1,347,921) 215,361
SRE B RIRHE Contingent liabilities and
commitments 58,871,709 30,613,919 20,015,614 566,451 54,213 8,978 15,232 110,146,116

* RINEEAMBEHETFER  * Off-balance sheet net notional position represents the net notional amounts of foreign currency derivative financial

SNERTAE SR T B2 instruments, which are principally used to reduce the Group’s exposure to currency movements.

EHIBENFE - SNELTAE
<l T B SRR A
S PR
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Notes to the Interim Financial information (continued)

2.2 Market Risk (continued)

(B) Interest rate risk

#2014 £ 6 A 30
HJ 2013 4 12 A
31 HATHZ E K
¥ - RALUREHES
TRRER AR W%
GHEITERA M
HEPHH (DRFRE

RE

[EEFER 4 BT HUR T R HoAth 4Rt Cash and balances with banks and

TSR

TEERAT R oAt SRt — % 1 (@ Placements with banks and other

ANEI 2R
AT AR i

ITEEMTA
BRI HA IR
EHRE
- Ak R
- FPAEFH RES
- BB
RAYE
YIBE SRR
Rz (UEEEREARE)

RERE

Assets

other financial institutions

financial institutions maturing

between one and twelve months

Financial assets at fair value

through profit or loss
Derivative financial instruments
Advances and other accounts
Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables
Investment properties
Properties, plant and equipment
Other assets (including deferred

tax assets)

Total assets

2. Financial risk management (continued)

The tables below summarise the Group’s exposure to interest rate risk as at 30 June
2014 and 31 December 2013. Included in the tables are the assets and liabilities at
carrying amounts, categorised by the earlier of contractual repricing or maturity dates.

201446 H30H
At 30 June 2014

—% =% FarE

—ERA =f@R +—{8R —Z2ffF  AHEME Non-
Up to 1to3 3t0 12 1to5 Over interest =t
1 month months months years 5years bearing Total
BT AT ARTT ARTT BT ABETT  A¥TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
48,118,206 - 1,408,952 49,527,158
- 11,513,531 5,617,153 - 17,130,684
668,497 2,124,003 2,918,067 260,653 - 5971220
- - - - 470,207 470,207
86,703,934 36,531,908 38,361,714 2,519,464 180,201 - 164,297,221
3,169,491 10,658,467 10,077,118 19,294,807 861,345 74,816 44,136,044
33 63,759 - 1,344,837 - 1,408,629
207,067 358,869 1,297,619 - 1,863,555
- - 1,236,780 1,236,780
- - 7,077,509 7,077,509
- - 1,688,174 1,688,174
138,867,228 61,250,537 58,271,671 23,419,761 1,041,546 11,956,438 294,807,181
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FHAR BB R EE Notes to the Interim Financial information (continued)

(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.2 mEERE (8)
(B) FIREEE (&)

2.2 Market Risk (continued)

(B) Interest rate risk (continued)

2201446 A 30 H
At 30 June 2014
—Z =z FatE
—ERA =fEA +={ER —BHE HEME Non-
Up to 1to3 3to 12 1to5 Over interest st
1 month months months years 5years bearing Total
BT AT BT ARt BBt BTk BE¥TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
=l Liabilities
SRIT R A SRl > 1 R 4565 Deposits and balances from banks
and other financial institutions 21,378,126 4,935,777 3,771,782 806,018 30,891,703
INEEE( B B 2 &RiE S Financial liabilities at fair value
through profit or loss 1,733,456 369,935 2,439,878 - 4,543,269
PTESRTE Derivative financial instruments - - - - 297,130 297,130
BEFH Deposits from customers 112,737,441 34,901,505 41,980,179 11,201,826 8,674,790 209,495,741
HAHRTE f 2 (RIEFE(FRIE K. Other accounts and provisions
IRIEYEE ) (including current and deferred
tax liabilities) 3,528,632 3,607,282 3,794,492 216,873 694 4,999,298 16,147,271
A B Total liabilities 139,377,655 43,814,499 51,986,331 11,418,699 694 14,777,236 261,375,114
FIRBRE RO Interest sensitivity gap (510,427) 17,436,038 6,285,340 12,001,062 1,040,852 (2,820,798) 33,432,067
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Notes to the Interim Financial information (continued)

2.2 Market Risk (continued)

(B) Interest rate risk (continued)

Assets

other financial institutions

financial institutions maturing

between one and twelve months

Financial assets at fair value

through profit or loss
Derivative financial instruments
Advances and other accounts
Investment in securities

- Available-for-sale securities

- Held-to-maturity securities

- Loans and receivables
Investment properties
Properties, plant and equipment
Other assets (including deferred

tax assets)

Total assets

2. Financial risk management (continued)

2013412 H 31 H

At 31 December 2013

—% =% Rt

—fE@AN ={EAH +={EA —EAF TFEE Non-
Up to 1t03 3t012 1to5 Over interest 4=t
1 month months months years 5 years bearing Total
AETIT BRI AT T AT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
43,239,550 - 1,499,769 44,739,319
10,324,490 11,019,510 - 21,344,000
296,487 704,859 2,901,993 261,354 - - 4,164,693
- - - - 508,453 508,453
95,905,202 24,502,236 29,683,287 5,037,156 183,445 5,425 155,316,751
4,121,084 7,615,224 10,198,263 16,543,097 1,461,004 63,965 40,002,637
298 - 585,144 - 585,442
105,185 661,988 916,891 - 1,684,064
- 1,174,938 1,174,938
- 6,969,237 6,969,237
770 - 3,893,656 3,894,426
143,668,576 43,808,797 55,305,088 21,841,607 1,644,449 14,115,443 280,383,960
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FHAR BB R EE Notes to the Interim Financial information (continued)

(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.2 miEEkR (%)
(B) FZ=mEEx (&)

2.2 Market Risk (continued)

(B) Interest rate risk (continued)

2013412 31 H
At 31 December 2013

—F =5 Rt
—f@HAAN ={EH +—fEAH —EAF TFEE Non-
Up to 1t03 3t012 1to5 Over interest 4=t
1 month months months years 5 years bearing Total
AT BT T T BT BETT EET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
b=t Liabilities
SRIT R A SRl > TR 456%  Deposits and balances from banks
and other financial institutions 15,176,539 3,306,414 8,778,777 1,584,299 28,846,029
NEESE( R AJBE 2 Si&E  Financial liabilities at fair value
through profit or loss 701,490 1,727,292 2,004,954 - 4,433,736
PTESRMTE Derivative financial instruments - - - : 343,156 343,156
BEFH Deposits from customers 111,858,553 29,530,001 38,410,496 9,873,053 39,057 8,449,257 198,160,417
HAHRTE F 2 (RIEFE(FRIE K. Other accounts and provisions
TRIERITHAE) (including current and deferred
tax liabilities) 2,966,037 2,588,722 4,105,753 397,216 6,242,905 16,300,633
A {EEE Total liabilities 130,702,619 37,152,429 53,299,980 10,270,269 39,057 16,619,617 248,083,971
FIRGUR S R Interest sensitivity gap 12,965,957 6,656,368 2,005,108 11,571,338 1,605,392 (2,504,174) 32,299,989
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)
2.3 Liquidity Risk
(A) Liquidity ratio

FEEHEE ARG E

2014 % 2013 4

6 H30H 6 H30H

Half-year ended Half-year ended

30 June 30 June

2014 2013

Average liquidity ratio 51.66% 44.44%

The average liquidity ratio is calculated as the simple average of each calendar
month’s average liquidity ratio of the Bank for the period.

The liquidity ratio is computed on the solo basis (the Hong Kong offices only) and is in
accordance with the Fourth Schedule to the Banking Ordinance.
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Notes to the Interim Financial information (continued)

2.3 Liquidity Risk (continued)

(B) Maturity analysis

ZRE R ARRIFI
B - R EE R

i

HE KA FAHE

EHIFIHAH BT

MRITHE -

HE

AP R AP ISR T R et
e

TESRAT R H A Rt — =+
AREHZ E MR

TSR A R

- S5
- (R
- SUERLIAHES Bt AdHeS

- {EEF
ITEEMTA
BB RIR

- BFERK
- B
S
- A
- (B
- fFE
- FrAEFIIH
- (A
- B B
- {EPES
- Flags
B
PIBE - B R
At (BEEIERIRARE )

HEHRH

Assets

Cash and balances with banks and

other financial institutions

Placements with banks and other

financial institutions maturing

between one and twelve months

Financial assets at fair value
through profit or loss
- held for trading
- debt securities
- designated at fair value through
profit or loss
- debt securities
Derivative financial instruments
Advances and other accounts
- advances to customers
- trade bills
Investment in securities
- available-for-sale
- debt securities
- certificates of deposit
- held-to-maturity
- debt securities
- loans and receivables
- debt securities
- equity securities
Investment properties
Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

2. Financial risk management (continued)

Tables below analyse assets and liabilities of the Group as at 30 June 2014 and 31
December 2013 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

20146 B30H
At 30 June 2014
—& =%
B —EAR  =ER @R —EHEE RENE FREEE
On Up to 1to3 3to0 12 1to5 Over HH =t
demand  1month months ~ months years 5years Indefinite Total
AETIT EETT BT B¥TT ERTT O BETT EBETRT EET
HK$'000 HK$000 HK$O000 HK$O000 HK$000 HK$O000 HK$'000 HK$'000
18,763,651 18,592,172 - - 12,171,335 49,527,158
- 11,513,531 5,617,153 - - - 17,130,684
668,497 2,124,003 2,918,067 - - - 5,710,567
- - 2,169 258,484 - - 260,653
326,077 25,974 28,375 88,319 1,462 - - 470,207
4,946,391 10,997,709 18,898,323 40,019,255 50,804,317 26,006,575 561,679 152,234,249
2,179 2,510,748 2,541,646 7,008,399 - - - 12,062,972
1,160,896 4,207,527 8,292,061 21,460,589 1,573,029 36,694,102
625,086 2,236,242 3,696,536 809,262 - - 7,367,126
- 63,759 1,295 1,011,634 331,941 - 1,408,629
207,067 358,869 1,297,619 - - - 1,863,555
- - - - 74,816 74,816
- - - 1,236,780 1,236,780
- - - 7,077,509 7,077,509
144,949 1,348,354 16,102 61,972 97,411 128 19,258 1,688,174
24,183,247 36,136,503 41,988,377 69,002,845 74,443,159 27,911,673 21,141,377 294,807,181
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FHAR BB R EE Notes to the Interim Financial information (continued)

(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.3 mehgEmkE (8) 2.3 Liquidity Risk (continued)
(B) #EAH 4T (&) (B) Maturity analysis (continued)
RN2014%£6 5 30H
At 30 June 2014
—& =
g —ERR =@R +°f8F —EHE AFNME THEE
On Up to 1to3 3t0 12 1to5 Over HEA gt
demand 1 month months ~ months years 5years Indefinite Total
EETT BT ASTRT AT AT BT ERTT  E¥TR
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000 HK$'000
aff Liabilities
SRAT M H M RS 2 TR Deposits and balances from banks
4h6s and other financial institutions 1,383,458 20,800,686 4,935,777 3,771,782 - - - 30,891,703
NEEE LR AR 2 SRAE  Financial liabilities at fair value
through profit or loss - 1,733,456 369,935 2,439,878 - - - 4,543,269
THEeMm TR Derivative financial instruments 76,760 65,119 25,223 92,768 37,260 - - 297,130
BRI Deposits from customers 69,820,512 46,835,078 35,706,791 43,583,198 13,550,162 - - 209,495,741
FAMBETA R (GETENTRIE R Other accounts and provisions
IEERTEER) (including current and deferred
tax liabilities) 3,031,400 3,744,723 3,630,540 4,614,899 1,119,705 6,004 - 16,147,271
A {EEE Total liabilities 74,312,130 73,179,062 44,668,266 54,502,525 14,707,127 6,004 - 261,375,114
REEEHRO Net liquidity gap (50,128,883) (37,042,559) (2,679,889) 14,500,320 59,736,032 27,905,669 21,141,377 33,432,067
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Notes to the Interim Financial information (continued)

Assets

Cash and balances with banks and

other financial institutions

Placements with banks and other

financial institutions maturing

between one and twelve months

Financial assets at fair value
through profit or loss
- held for trading
- debt securities
- designated at fair value through
profit or loss
- debt securities
Derivative financial instruments
Advances and other accounts
- advances to customers
- trade bills
Investment in securities
- available-for-sale
- debt securities
- certificates of deposit
- held-to-maturity
- debt securities
- loans and receivables
- debt securities
- equity securities
Investment properties
Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

2.3 Liquidity Risk (continued)

2. Financial risk management (continued)

(B) Maturity analysis (continued)

2013412 H 31 H
At 31 December 2013

—F =%

e —EAR =@EA +=ER —EAFE HEFME O THEE
On Up to 1to3 3to12 1to5 Over HHA dast
demand 1 month months months years 5years Indefinite Total
AIETIT BW T EMTIT BWTT BT BN T BN Tor BT
HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
19,625,303 12,929,170 - -12,184,846 44,739,319
- 10,324,490 11,019,510 - - - 21,344,000
296,487 704,859 2,664,066 624 - - 3,666,036
- - 240,097 258,560 - - 498,657
345,025 55,479 16,455 90,390 1,104 - - 508,453
5,317,238 8,893,638 12,414,991 39,468,912 46,982,868 28,731,200 265,268 142,074,115
1,078 2,482,327 4,693,586 6,065,645 - - - 13,242,636
2,482,919 2,569,203 5,167,277 20,598,317 1,444,071 - 32,261,787
6,064 899,663 6,044,492 726,666 - - 7,676,885
- 585,144 298 - - 585,442
105,185 661,988 916,891 - - - 1,684,064
- - - 63,965 63,965
- - - 1,174,938 1,174,938
- - - 6,969,237 6,969,237
152,748 3,519,657 13,437 90,958 76,003 380 41,243 3,894,426
25,441,392 30,770,926 32,298,672 72,353,382 68,644,440 30,175,651 20,699,497 280,383,960
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.3 RehE&Ek (8) 2.3 Liquidity Risk (continued)
(B) EIHHE S (&) (B) Maturity analysis (continued)
2013412 H 31 H
At 31 December 2013
—F =%
g —EAAN =EA +SEA —ERF AL THEE
On Upto 1t03 3t0 12 1to5 Over HIH daEt
demand 1 month months months years 5years Indefinite Total

BRI OBRTIT OBRTIT OB%TIT R TT O BRTIT BRTT BRI
HK$000  HK$'000  HK$000 HK$000 HK$000 HK$000 HK$000 — HK$'000

aff Liabilities
SRAT R oA R > R Deposits and balances from banks
4EER and other financial institutions 2,303,726 14,457,112 3,306,414 8,778,777 - - - 28,846,029
NEEE LR AR 2 SRAE  Financial liabilities at fair value
through profit or loss - 701,490 1,727,292 2,004,954 - - - 4,433,736
THEeMm TR Derivative financial instruments 94,553 85,890 34,974 70,803 56,936 - - 343,156
BRI Deposits from customers 72,261,365 45,965,432 29,462,615 38,560,815 11,871,133 39,057 - 198,160,417
FAMBETA R (GETENTRIE R Other accounts and provisions
EIEFIEAR) (including current and deferred
tax liabilities) 2,755,008 4,962,292 2,901,823 4,361,272 1,309,372 10,866 - 16,300,633
A {EEE Total liabilities 77,414,652 66,172,216 37,433,118 53,776,621 13,237,441 49,923 - 248,083,971
MG SO Net liquidity gap (51,973,260) (35,401,290) (5,134,446) 18,576,761 55,406,999 30,125,728 20,699,497 32,299,989
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.3 RehE&EE (8) 2.3 Liquidity Risk (continued)
(B) EIHHE S (&) (B) Maturity analysis (continued)

FatFEIHEH SR TY The above maturity classifications have been prepared in accordance with relevant
R CERITEE (8 provisions under the Banking (Disclosure) Rules. The Group has reported assets
FRAY 2 HEREE such as advances and debt securities which have been overdue for not more than
4mEd o ALEE A one month as “On demand”. In the case of an asset that is repayable by different
KE# 1 [HEZ&E payments or instalments, only that portion of the asset that is actually overdue is
B B R A& reported as overdue. Any part of the asset that is not due is reported according to the
255 R TEIHE & residual maturity unless the repayment of the asset is in doubt in which case the
XRSB! amount is reported as “Indefinite”. The above assets are stated after deduction of
HHHEE A provisions, if any.

B A EETH
P 3y 2 B o R
Tt - HACREH
ZEb o R
FlErIR ¥ > HIR
HHEZREZEE
RETIARERE > AR %
SRR By T RHEE
A - BitFIRZ
B E B AR AL A
B (WE) -

R E A H S The analysis of debt securities by remaining period to maturity is disclosed in order
BEEZamER to comply with relevant provisions under the Banking (Disclosure) Rules. The
G CERTTEE (R disclosure does not imply that the securities will be held to maturity.

FRA) Z AR SCm

WERHY - T EER

RFIF T 5K

HEEHAH -
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

24 BEEHE 2.4 Capital Management

AR B LR F AR R P
SRS RIRRTROR
853 1 8 AL L B AR
HE BRI S AR - I
(EF P EfRT AR R (R 7
(L) stREE R LR
W S R (5 B L A
BOR < /NS E B R
BRI (FER
) stRERTER - A%EH
BRHREEE G (EHE
Ji#E stEEAEEME
Bk iSRS R
RO - A G AR
M EL A E FAR RS
VE Jse IR HT — i i 5
BEATCR WERES
TR R RN Y
TR (PED 518
SR MR R B T E A Y
TG EAZOR - A5
P4 B A (TSI
B st EESH R RS
JRR A TR - AL
PR AR RIS R E IR
W) st EUESH RRIE R
BATK -

The Group has adopted the foundation internal ratings-based (“FIRB") approach to
calculate the credit risk capital charge for the majority of its non-securitisation exposures
and the internal ratings-based (securitisation) approach to calculate the credit risk capital
charge for its securitisation exposures. A small residual credit exposures are remained
under the standardised (credit risk) (“STC") approach. The Group has adopted the
standardised credit valuation adjustment (“CVA”) method to calculate the capital charge
for the CVA risk of the counterparty. The Group continues to adopt the internal models
(“IMM") approach to calculate the general market risk capital charge for foreign exchange
and interest rate exposures and, with the approval from HKMA, exclude its structural FX
positions arising from overseas branches and NCB (China) in the calculation of the market
risk capital charge. The Group continues to adopt the standardised (market risk) (“STM”)
approach to calculate the market risk capital charge for the remaining exposures. The
Group continues to adopt the standardised (operational risk) (“STO”) approach to
calculate the operational risk capital charge.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.4 BAREHE (8) 2.4 Capital Management (continued)
(A) BB aEDR (A) Basis of regulatory consolidation
BB R Y G A AL The consolidation basis for regulatory purposes comprises the positions of the Bank
TR (SR1T¥E (& and certain subsidiaries specified by the HKMA in accordance with the Banking
A FRRANY AT (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
K& EfaE 2 S accordance with the accounting standards issued by the HKICPA pursuant to section
INEIRAEL o EETEE 18A of the Professional Accountants Ordinance.

H5H > g s
HERGE I A
ARt LR &
MR TV RS
(g an R
18A FiTfEEY -

BEEgEASGE Subsidiaries which are included within the accounting scope of consolidation but not
e A DR included within the regulatory scope of consolidation are set out below:
FiE &7 o [ 7 2 BT

JBATFIRAT -

2014 4F6 H 30 H 2013412 H 31 H
At 30 June 2014 At 31 December 2013
B HARLEH BN BALE
ANEIEFE Name of company Total assets Total equity Total assets Total equity
AT AT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
R ERITERA Nanyang Commercial Bank
[RAH] Trustee Limited 16,497 16,138 16,869 16,510
EFEEE AR Kwong Li Nam Investment Agency
INH] Limited 4,167 4,027 4,168 4,029
FEERFESRIT (R Nanyang Commercial Bank
A) BIEAE (Nominees) Limited 1,480 1,480 1,483 1,483
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

2. &REfEEE (8) 2. Financial risk management (continued)

2.4 BAREHE (8) 2.4 Capital Management (continued)
(A) BSBaEm (8) (A) Basis of regulatory consolidation (continued)
7201446 H 30 H There are no subsidiaries which are included within the regulatory scope of
J 2013 4 12 A 31 consolidation but not included within the accounting scope of consolidation as at 30
H > AT T A 5] June 2014 and 31 December 2013.

PR A B B HE £
EHEE A EEES
FTEAIGEEEE -

201446 H 30 H There are also no subsidiaries which are included within both the accounting scope of
J 2013 4 12 A 31 consolidation and the regulatory scope of consolidation but the methods of
H » JRaE( Tt &\ =) consolidation differ as at 30 June 2014 and 31 December 2013.

[E IS g st 2R A

FEE M E & & #
& B ESEE

Pl
(B) BEALLE (B) Capital ratio

2014 48 J* 2013 4=
6 H30H 12H31H
At 30 June At 31 December
2014 2013

LI E— AR CET1 capital ratio
Ehze 13.14% 13.53%
—EREAREER Tier 1 capital ratio 13.14% 13.53%
TN Total capital ratio 15.37% 15.80%
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.4 Capital Management (continued)

(C) Components of capital base after deductions

The consolidated capital base after deductions used in the calculation of the above
capital ratios as at 30 June 2014 and 31 December 2013 and reported to the HKMA is
analysed as follows:

2014 4 2 2013 £
6 H30H 12 H31H
At 30 June At 31 December
2014 2013
AT T AT T
HK$'000 HK$’000
CET1 capital: instruments and reserves
Directly issued qualifying CET1 capital
instruments 3,144,517 3,144,517
Retained earnings 21,663,580 20,879,091
Disclosed reserves 8,608,426 8,260,460
CET1 capital before regulatory deductions
33,416,523 32,284,068

CET1 capital: regulatory deductions

Deferred tax assets net of deferred tax

liabilities (123,198) (152,418)
Gains and losses due to changes in own

credit risk on fair valued liabilities

(909) (677)
Cumulative fair value gains arising from the
revaluation of land and buildings (own-use
and investment properties)
(6,668,365) (6,422,662)
Regulatory reserve for general banking risks
(1,972,682) (1,944,980)
Total regulatory deductions to CET1 capital
(8,765,154) (8,520,737)
CET1 capital 24,651,369 23,763,331
Tier 1 capital 24,651,369 23,763,331
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.4 BAEE (H)

2.4 Capital Management (continued)

(C) HIBRHIRAERE
EAaRD (8)

(C) Components of capital base after deductions (continued)

2014 &£ Ji* 2013 4
6 230H 12 H31H
At 30 June At 31 December
2014 2013
AT AT
HK$’'000 HK$'000
TARER  ERR R RS Tier 2 capital: instruments and provisions
EERET A ZREARAE Collective impairment allowances and
e R (R4 S —RRESRA T regulatory reserve for general banking risks
E R eligible for inclusion in Tier 2 capital 1,197,893 1,099,587
B Z I A Tier 2 capital before regulatory deductions 1,197,893 1,099,587
ZECER ¢ BEELR Tier 2 capital: regulatory deductions
IEEERET AZREAR Add back of cumulative fair value gains arising
oY DR A i R TR EE ) from the revaluation of land and buildings
(HRAMEER®R) # (own-use and investment properties) eligible
TREEEEmMEENR for inclusion in Tier 2 capital
B E RS 3,000,764 2,890,198
B AR AR B LR AR Total regulatory deductions to Tier 2 capital 3,000,764 2,890,198
THYEKR Tier 2 capital 4,198,657 3,989,785
- T=%N Total capital 28,850,026 27,753,116
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S HARA B AR =E Notes to the Interim Financial information (continued)
(&)

2. &REfEEE (&) 2. Financial risk management (continued)

2.4 FFEE (&) 2.4 Capital Management (continued)

(C) HBBHIE AR (C) Components of capital base after deductions (continued)
Heady (8)

BREE (8R17% (B To comply with the Banking (Disclosure) Rules, a section “Regulatory Disclosures” is
) HAT) » AERIT4E available on the Bank’s website at www.ncb.com.hk and includes the following
H www.nch.com.hk consolidated information of the Group:

A ) —
B A AT

GraER

- HRHESEREX - A detailed breakdown of the capital base and regulatory deductions, using the
Z AR R AP 22 standard template as specified by the HKMA.
BAREE R E
HIREER -

- BRHE&EREXK - A reconciliation of capital components to the balance sheet, using the standard
ZREAE R AP 22 template as specified by the HKMA.
HEARRMIE
KeH G 2
IR -

- ERITEAZERE - A description of the main features and the full terms and conditions of the issued
MR R R A capital instruments.

HPRAICRL R
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Notes to the Interim Financial information (continued)

3. &REEMNABIYAF 3. Fair values of financial assets and liabilities

:h

FiE DL P E ST 2 BT E R B
KRB THE  5%EE
AR SRR3R T A
HitE ) EER > RAVEE
YeRADH - ZENBTIZR
TE{E T ERTER RN R 2 T
MR EARM - WA
SHEFRAENZEZ RE
IERSES N Vil

- B HEEER A
TEER TS PRy (R
SHEE ) LA B IR B
BATHMER TR G5
LHITEEL -

- B TR ER
FrirRasEEgANZR ([F
R P EE T A E

SO I E R
B - LESEEAE D
I ZEINTA AL ~ TE(E
Teft P BRSOy e 7
B AT o

- B YRR ER
Frik AR BN ZE ([F
FREEEATEARA
HARE) B T -
It R LR A AR AT
EINRHIRENT & F 115
TH-

All financial instruments for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy as defined in HKFRS 13, “Fair
value measurement”. The categorisation are determined with reference to the observability
and significance of the inputs used in the valuation methods and based on the lowest level
input that is significant to the fair value measurement as a whole:

- Level 1: based on quoted prices (unadjusted) in active markets for identical assets or
liabilities. This category includes debt instruments issued by certain governments and
certain exchange-traded derivative contracts.

- Level 2: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is observable, either directly or indirectly. This category
includes majority of the OTC derivative contracts, debt securities and certificates of deposit
with quote from pricing services providers.

- Level 3: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable. This category includes equity investment and
debt instruments with significant unobservable components.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)
B (&)

AL EE ARSI 75 For financial instruments that are recognised in the financial statements on a recurring basis,
FHERIT B > AEEES  the Group determines whether transfers have occurred between levels in the hierarchy by
— A R S B H E reassessing categorisation (based on the lowest level input that is significant to the fair value
AL EATE (RS N measurement as a whole) at the end of each reporting period.

Bt ERERTE Y mlKEHR

AZE ) LI ER A HEE

Pz s A -

31 AR ESENSMTE 3.1 Financial instruments measured at fair value

REEEET T EEN A The Group has an established governance structure and controls framework to ensure
EE TR BRI N that fair values are either determined or validated by control units independent of the front
SO 8 TP R 4R A% offices. Control units have overall responsibility for independent verification of valuation
BRI HEE BAXR B - %I B results from front line businesses and all other significant fair value measurements.
I BT EASRER Significant valuation issues are reported to Management.

A EEER RERATE

B - B E SR A E

A BFEH -
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Notes to the Interim Financial information (continued)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)

1B (&)

3.1 DAV EENER TR

(&

AL B T 5 I HUH
(B - A — Lt A
R eaEse 2 7 2 5
{8 2 E < Ak B AY AT
18 -

BN AEEATR AR 2R

TH - HARERGGEE R
REPEFEEFEE A
3 PR MR M E(E
& HiE KB T EER
2 R HAN S EFE R AL
BTS2 KSR 2 8-

FILAE 2 DU T xRl TR
SPEAMEETTELT

(BB B AF RS

P T HAY A FE B S
Fit~ 22 5 P B NE R LA (B
s Bk e RS FE (LAY T 5 it
(B B G BB O A Y
IIFTTHE © R i o
B2 — (A I FHET R K
it > DL— {8 m] S mh i -
GEE ROV DRSNS A
BE S 2 AR AR AL B 72
FHE R R E AL (E R
[(ORBEL=E St Al
OB T BE
TS BEE T -

AERI S
BB LA BN =
FRftR(E -

3.1 Financial instruments measured at fair value (continued)

The Group uses valuation techniques or broker/dealer quotations to determine the fair
value of financial instruments when unable to obtain the open market quotation in active
markets.

The main parameters used in valuation techniques for financial instruments held by the
Group include bond prices, interest rates, foreign exchange rates, equity and stock
prices, volatilities, counterparty credit spreads and others, which are mostly observable
and obtainable from open market.

The technique used to calculate the fair value of the following financial instruments is as
below:

Debt securities and certificates of deposit
The fair value of these instruments is determined by obtaining quoted market prices

from exchange, dealer or independent pricing service vendors or using discounted cash
flow technique. Discounted cash flow model is a valuation technique that measures
present value using estimated expected future cash flows from the instruments and then
discounts these flows using a discount rate or discount margin that reflects the credit
spreads required by the market for instruments with similar risk. These inputs are
observable or can be corroborated by observable or unobservable market data.

Asset backed securities

For this class of instruments, external prices are obtained from independent third
parties.
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Notes to the Interim Financial information (continued)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)

1B (&)

3.1 DAV EENER TR

(&

LETH

BN ST E TR EY
ELFESNE ~ FI=R - R
P AR YRR ~ L R
ady - TELAGYNE
& 2 R A B e A
B AR BB S (i E R
T E - Frif S BE
AEE A B E T 5E
# - TERENSHEET]
Ao PR - MR MREEE
&~ P S FORIR -

REBEIGINL BN A
TEMEL T EEAEMRE
B AR MG EHEE - By
FIRBEFIR ~ LS EF
SEREHESEEEE
I - AR REEE
—RGET o DR T
BT~ YR R e R
E o

3.1 Financial instruments measured at fair value (continued)

Derivatives

Over-the-counter derivative contracts include forward, swap and option contracts on
foreign exchange, interest rate, equity or commodity. The fair values of these contracts
are mainly measured using valuation technigues such as discounted cash flow models
and option pricing models. The inputs can be observable or unobservable market data.
Observable inputs include interest rate, foreign exchange rates, equity and stock prices,
commodity prices and volatilities.

Credit valuation adjustments (“CVA”) and debit valuation adjustments (“DVA”) are
applied to the Group’s over-the-counter derivatives. These adjustments reflect interest
rates, expectations of counterparty creditworthiness and the Group’s own credit spread
respectively. They are determined for each counterparty and are dependent on expected
future values of exposures, default probabilities and recovery rates.
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3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)

' (8D
3.1 DA RSRTE
(&)

(A) X TERIER

EREE

ATARES L AT Y

SR

- TS
- RS

- RS T

FEE

- s
TSR T

AL
- [
TRk
- el

SRAN
SRAS

- XA
TR T A

(A) Fair value hierarchy

Financial assets
Financial assets at fair
value through profit or
loss
- Trading securities
- Debt securities
- Financial assets
designated at fair
value through profit
or loss
- Debt securities
Derivative financial
instruments
Available-for-sale
securities
- Debt securities
- Certificates of deposit
- Equity securities

Financial liabilities
Financial liabilities at fair
value through profit or
loss
- Trading liabilities
Derivative financial
instruments

o1

3.1 Financial instruments measured at fair value (continued)

201446 530 H
At 30 June 2014

Notes to the Interim Financial information (continued)

F—E% £E% B=BK §EET
Level 1 Level 2 Level 3 Total
BT BT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000
- 5,710,567 - 5,710,567

- 260,653 - 260,653
326,064 144,143 - 470,207
- 36,694,102 - 36,694,102

- 6,433,381 933,745 7,367,126

- - 74,816 74,816

- 4,543,269 - 4,543,269

76,743 220,387 - 297,130
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3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)

' (8D
3.1 DA RSRTE
(&)

(A) SHERIESR (8D

SREE
ATAEEE L AR Y

SR

- XS
-

- R BUATHS
Lt s 2 4
A

- s
TR A

AR R

- [
Tk
- S

SRAN
AL AR

SR

- XEMAR
TSR TE

1 2014 4 L P4 R
2013412 H 31 H
IREFE - REE > £F

BENAFERAS
—JERRE Bz
LIESLEYEA

(A) Fair value hierarchy (continued)

Financial assets
Financial assets at fair
value through profit or
loss
- Trading securities
- Debt securities
- Financial assets
designated at fair
value through profit
or loss
- Debt securities
Derivative financial
instruments
Available-for-sale
securities
- Debt securities
- Certificates of deposit
- Equity securities

Financial liabilities
Financial liabilities at fair
value through profit or
loss
- Trading liabilities
Derivative financial
instruments

3.1 Financial instruments measured at fair value (continued)

H20134F 12 H31 H
At 31 December 2013

Notes to the Interim Financial information (continued)

il EREal B2 4z
Level 1 Level 2 Level 3 Total
AT BT T BT BT T
HK$'000 HK$'000 HK$'000 HK$'000
- 3,666,036 - 3,666,036

- 498,657 - 498,657
345,027 163,426 - 508,453
- 32,261,787 - 32,261,787

- 5,540,037 2,136,848 7,676,885

- - 63,965 63,965

- 4,433,736 - 4,433,736

94,553 248,603 - 343,156

During the first half of 2014 and the year ended 31 December 2013, there were no
financial asset and liability transfers between level 1 and level 2 for the Group.
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Notes to the Interim Financial information (continued)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)

' (8D
3.1 DA RSRTE
(&)

(B) ZE=JE4kavHE BH)

BA2014F1H1H
e
- el
- ATk R AT

HA
i
LSS = 4k

20146 H 30 H

%+ 2014 4 6 H 30 HFFAHYERE
BEPARNE AU G RIARE
Bz 4EEE

3.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items

At 1 January 2014
Gains
- Other comprehensive income
- Change in fair value of
available-for-sale securities
Purchases
Sales
Transfers out of level 3

At 30 June 2014

Total unrealised gain for the
period included in income
statement for financial assets
held as at 30 June 2014

53

201446 B30 H
At 30 June 2014

SRIEE
Financial assets
A EES
Available-for-sale securities
K BetrdBsz
Certificates of deposit Equity securities
AT AT
HK$'000 HK$'000
2,136,848 63,965
10,692 10,851
621,212
(320,055)
(1,514,952)
933,745 74,816
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)
B (&)

3.1 DAL ESENSMTE 3.1 Financial instruments measured at fair value (continued)

(&)
(B) EB=E4HITE B EE) (B) Reconciliation of level 3 items (continued)
(&
20134412 H31 H
At 31 December 2013
BRLE A
Financial assets
A fE L
Available-for-sale securities

frikeE Helys
Certificates of deposit Equity securities
BT BT
HK$'000 HK$'000
20131 H1H At 1 January 2013 - 56,146

Weas Gains

- Hftr 2wl - Other comprehensive income
- AL ER S AP EEME - Change in fair value of

available-for-sale securities - 7,819
BA Purchases 1,976,386 -
8 A5 = B Transfers into level 3 160,462 .
2013412 H31 H At 31 December 2013 2,136,848 63,965

#2013 4£ 12 H 31 HEEAENS Total unrealised gains for the

B E PN TANE ABESRAA period included in income
elen ol statement for financial assets

held as at 31 December 2013 - -
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)
B (&)

3.1 DAL ESENSMTE 3.1 Financial instruments measured at fair value (continued)

(&)
(B) EB=E4HITE B EE) (B) Reconciliation of level 3 items (continued)
(&
2014 46 H 30 H As at 30 June 2014 and 31 December 2013, financial instruments categorised as
J 2013 /£ 12 H 31 level 3 are mainly comprised of certificates of deposit and unlisted equity securities.
H > RS =
SRl THFZ TR

w8 IE iR -

FrE 55 s = a4k Certificates of deposit were transferred into and out of level 3 during the first half of
Y 17 2k Rl T ¥R 2014 and in the year of 2013 due to change of valuation observability. For certain
ZLMEP A 2014 4F illiquid certificates of deposit, the Group obtains valuation quotations from
AE K, 2013 FEE A counterparties which may be based on unobservable inputs with significant impact on
S = EAR - HR the valuation. Therefore, these instruments have been classified by the Group as
R (S B M A =K level 3. The Group has established internal control procedures to control the Group’s
5 R GEHTF exposure to such financial instruments.

PR HA T ERE

AR ERH T A5

R B R R AT

BZSH0 HIEASEE
148 20 S il T By
EHRZEHC-AEEE
FE 37 R P 2 R
Fp B 42 55 [ ) L
BT EATHLT -

JE I 77 Bl {3t o EE L The fair values of unlisted available-for-sale equity shares are determined with
M SEAE Ty 2% ] {it reference to multiples of comparable listed companies, such as average of the
b my E A E 2 price/earning ratios of comparables or net asset value, if appropriate comparables are
B 5, not available. The fair value is positively correlated to the price/earning ratios of
3075 & i T i b appropriate comparables or net asset values. Had the net asset value of the
ANE] RIS T underlying equity investments increased/decreased by 5%, the Group’s other
{BHESE o N PHEBE S comprehensive income would have increased/decreased by HK$3,741,000 (the year
B > ol bbb ended 31 December 2013: HK$3,198,000).

T B AL

IFI Bl 4 - R RS

EEEFEER

T2V 5% o JIIALEEIE

i 2 U & A B

S/ 8 3,741,000 7T

(#% 2013 4 12 H
31 HIEFE : &l
3,198,000 7¢) -
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Notes to the Interim Financial information (continued)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)

1B (&)
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3.2 Financial instruments not measured at fair value

Fair value estimates are made at a specific point in time based on relevant market
information and information about various financial instruments. The following methods
and assumptions have been used to estimate the fair value of each class of financial
instrument as far as practicable.

Balances with banks and other financial institutions and trade bills

Substantially all the financial assets and liabilities mature within one year from the
balance sheet date and their carrying value approximates fair value.

Advances to customers
Substantially all the advances to customers are on floating rate terms, bear interest at
prevailing market interest rates and their carrying value approximates fair value.

Held-to-maturity securities

The fair value of held-to-maturity securities is determined by using the same approach as
those debt securities and certificates of deposit and asset backed securities measured at
fair value as described in Note 3.1.

Loans and receivables
The fair value for loans and receivables is determined by obtaining quoted market price
from dealer and independent pricing service vendors.

Deposits from customers
Substantially all the deposits from customers mature within one year from the balance
sheet date and their carrying value approximates fair value.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

3. &FEEMNAEIN/AY 3. Fair values of financial assets and liabilities (continued)
B (&)

32 PN EBHSRT 3.2 Financial instruments not measured at fair value (continued)

8 (&

Fax DA R T BN S The following tables set out the carrying values and fair values of the financial instruments
EEN M TS T not measured at fair value, except for the above with their carrying values being
KR LU EE G E Y approximation of fair values.

THZMREEMAEE -

R 20144E6 H30H
At 30 June 2014

- EREE A¥E
Carrying value Fair value
BT BETT
HK$'000 HK$'000
SREE Financial assets
FEEEHHE S Held-to-maturity securities
- (BB - Debt securities 1,408,629 1,418,430
SRR FEWGR Loans and receivables 1,863,555 1,865,561
2013412 H31 H
At 31 December 2013
L NFE
Carrying value Fair value
AT BT
HK$'000 HK$'000
SREE Financial assets
FEZRHHES Held-to-maturity securities
- EBE S - Debt securities 585,442 583,975
FERRR FEWGR Loans and receivables 1,684,064 1,679,326
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Notes to the Interim Financial information (continued)

4. Assets pledged as security

As at 30 June 2014, liabilities of the Group amounting to HK$4,822,337,000 (31 December
2013: HK$4,148,807,000) were secured by assets deposited with central depositories to
facilitate settlement operations. In addition, the liabilities of the Group amounting to
HK$733,474,000 (31 December 2013: HK$1,268,641,000) were secured by debt securities
related to sale and repurchase arrangements. The amount of assets pledged by the Group to
secure these liabilities was HK$5,597,019,000 (31 December 2013: HK$5,454,505,000)
mainly included in “Trading securities”, “Available-for-sale securities” and “Held-to-maturity
securities”.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

5. SAREB RRE 5. Contingent liabilities and commitments
WIRAE RRIE Y2 8h The following is a summary of the contractual amounts of each significant class of contingent
BEATEEREEFH liability and commitment and the aggregate credit risk-weighted amount and is prepared with
S E R E N AR S EL reference to the Completion Instructions for the HKMA return of capital adequacy ratio.

FIHE RS 2 A4
B SRS B U O A

A -
2014 4E 2013 4
6 H30H 12H31H
At 30 June At 31 December
2014 2013
AT AT
HK$'000 HK$'000
HEFEEERIEE Direct credit substitutes 20,909,773 15,907,292
BAXZ A R SR AR Transaction-related contingencies 3,893,535 5,484,250
TR P R R Hopth 2 SR Trade-related and other contingencies
=1 15,130,034 11,870,541
NERE S m AR Commitments that are unconditionally cancellable
$ 2 RS without prior notice 71,262,812 71,071,494
HARYE > HEHIH & Other commitments with an original maturity of
-1EET - up to one year 495,076 567,314
-1EDE - over one year 5,522,584 5,245,225
117,213,814 110,146,116
(SE s e e Credit risk-weighted amount 19,544,945 14,703,603
FE R a2 R E The credit risk-weighted amount is calculated in accordance with the Banking (Capital)
CERITEE (BEA) HATD Rules. The amount is dependent upon the status of the counterparty and the maturity
STE o IEEEEUAR AL S characteristics of each type of contract.
HFEZBEAREHEHZ
TR
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Notes to the Interim Financial information (continued)

6. Segmental reporting

(a) By operating segment

The Group divides its business into four major segments, Personal Banking, Corporate
Banking, Treasury and Investment.

Both Personal Banking and Corporate Banking provide general banking services. Personal
Banking serves individual customers while Corporate Banking deals with non-individual
customers. The Treasury segment is responsible for managing the capital, liquidity, and the
interest rate and foreign exchange positions of the Group in addition to proprietary trades.
It provides funds to other business segments and receives funds from deposit taking
activities of Personal Banking and Corporate Banking. These inter-segment funding is
charged according to the internal funds transfer pricing mechanism of the Group. The
assets and liabilities of Treasury have not been adjusted to reflect the effect of
inter-segment borrowing and lending (i.e. the profit and loss information in relation to
Treasury is not comparable to the assets and liabilities information about Treasury).

Investment includes bank premises and equipment used by supporting units. Charges are
paid to this segment from other business segments based on market rates per square foot
for their occupation of the Group’s premises. The exchange difference arising from capital
of our subsidiary, NCB (China), which is recognised in its income statement, is also
included in this class.

“Others” refers to other group operations and mainly comprises of items related to the

Group as a whole and totally independent of the other four business segments.

Revenues and expenses of any business segment mainly include items directly
attributable to the segment. For management overheads, allocations are made on
reasonable bases.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

6. EmE (&) 6. Segmental reporting (continued)
(a) HEESE (&) (a) By operating segment (continued)
2014 FEEBHESIT In 2014, liquidity term premium was introduced into inter-segment funding. No revision has
EESIAREMERE 22 been made to the comparative figures in the same period of last year. However, if the same
¥ EE IR B E mechanism was applied in the same period of last year, it is estimated that the net interest
BT 5 il » 5 E[EHAER income of Personal Banking, Corporate Banking and Treasury would be HK$392,432,000,
FAHE [EI R A ETHE AR HK$1,249,784,000 and HK$647,380,000 respectively.

17~ RFESRT R BB
A SRR U ATE 73 7 By TS
392,432,000 ¢ - & Mg
1,249,784,000 T K i
647,380,000 7T
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6. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial information (continued)

TBASRT FEHT
Personal Corporate HEEs e Hifln Nt Favrisic] e
Banking Banking Treasury  Investment Others Subtotal Eliminations Consolidated
AT AT AT BT AT AT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Half-year ended
30 June 2014
Net interest (expense)/fincome
- external (221,804) 1,307,750 1,478,264 - 2,564,210 - 2,564,210
- inter-segment 642,265 (17,193) (625,072) - - -
420,461 1,290,557 853,192 - 2,564,210 2,564,210
Net fee and commission
income 272,826 333,907 10,653 43 (1,209) 616,220 - 616,220
Net trading gain/(loss) 34,640 79,619 (65,658) (2,503) 1 46,099 46,099
Net loss on financial instruments
designated at fair value
through profit or loss - - (3,109) - (3,109) (3,109)
Net gain on other financial
assets - 20,317 5,685 - - 26,002 26,002
Other operating income 57 160 - 88,420 6,250 94,887 (58,822) 36,065
Net operating income before
impairment allowances 727,984 1,724,560 800,763 85,960 5,042 3,344,309 (58,822) 3,285,487
Net charge of impairment
allowances (38,982)  (242,259) - - (281,241) - (281,241)
Net operating income 689,002 1,482,301 800,763 85,960 5,042 3,063,068 (58,822) 3,004,246
Operating expenses (346,013) (525,902) (247,198) (99,728) (49,141)  (1,267,982) 58,822  (1,209,160)
Operating profit/(loss) 342,989 956,399 553,565 (13,768) (44,099) 1,795,086 1,795,086
Net gain from fair value
adjustments on investment
properties - - - 60,511 - 60,511 60,511
Net gain from disposal/
revaluation of properties,
plant and equipment - - - 290 - 290 290
Profit/(loss) before taxation 342,989 956,399 553,565 47,033 (44,099) 1,855,887 1,855,887
At 30 June 2014
Assets
Segment assets 32,202,440 134,451,358 119,515,434 8,422,574 215,375 294,807,181 - 294,807,181
Liabilities
Segment liabilities 106,221,304 116,638,985 36,684,966 7,623 1,822,236 261,375,114 - 261,375,114
Half-year ended
30 June 2014
Other information
Capital expenditure - - - 20,258 20,258 - 20,258
Depreciation 5,415 2,950 484 99,722 1,504 110,075 - 110,075
Amortisation of securities - - 147,140 - 147,140 - 147,140
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6. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial information (continued)

SR T BT
Personal  Corporate e by Hft et EOHES &
Banking Banking Treasury Investment Others Subtotal  Eliminations  Consolidated
BT BT BT T BT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Half-year ended
30 June 2013
Net interest (expense)/income
- external (348,655) 1,467,387 1,170,864 - 2,289,596 2,289,596
- inter-segment 764,272 (191,792) (572,480) - - -
415,617 1,275,595 598,384 - 2,289,596 2,289,596
Net fee and commission
income/(expense) 223,107 267,516 8,410 29 (564) 498,498 498,498
Net trading gain/(loss) 17,986 55,378 9,052 (29,796) 11 52,631 52,631
Net loss on financial instruments
designated at fair value
through profit or loss - - (11,173) - (11,173) (11,173)
Net gain on other financial
assets - 9,669 9,502 - - 19,171 19,171
Other operating income 41 13 - 73,090 6,505 79,649 (48,912) 30,737
Net operating income before
impairment allowances 656,751 1,608,171 614,175 43,323 5,952 2,928,372 (48,912) 2,879,460
Net charge of impairment
allowances (11,234) (111,899) - - (123,133) - (123,133)
Net operating income 645,517 1,496,272 614,175 43,323 5,952 2,805,239 (48,912) 2,756,327
Operating expenses (346,121)  (505,043)  (170,918) (47,785) (34,054)  (1,103,921) 48,912  (1,055,009)
Operating profit/(loss) 299,396 991,229 443,257 (4,462) (28,102) 1,701,318 1,701,318
Net gain from fair value
adjustments on investment
properties - - - 43,673 - 43,673 43,673
Net gain from disposal/
revaluation of properties,
plant and equipment - 17 - 3,955 - 3,972 3,972
Profit/(loss) before taxation 299,396 991,246 443,257 43,166 (28,102) 1,748,963 - 1,748,963
At 31 December 2013
Assets
Segment assets 28,853,019 128,704,708 114,367,231 8,238,515 220,487 280,383,960 - 280,383,960
Liabilities
Segment liabilities 101,329,458 108,918,619 36,005,845 7,225 1,822,824 248,083,971 - 248,083,971
Half-year ended
30 June 2013
Other information
Capital expenditure - - - 24,016 24,016 - 24,016
Depreciation 13,298 26,751 11,207 47,803 1,487 100,546 - 100,546
Amortisation of securities - - 67,120 - 67,120 - 67,120
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R HART BB R EE Notes to the Interim Financial information (continued)
(&)

6. HEHE (8) 6. Segmental reporting (continued)
(b) HEtEEIREy (b) By geographical area
UTERZRENRS The following information is presented based on the principal places of operations of the
N E Y R S R subsidiaries, or in the case of the Bank, on the locations of the branches responsible for
R WEAIRIT & reporting the results or booking the assets:
B Bfiig B B e
FEFEERLIRZ 7
TTRrAE o4 -
FEFEBZ 20144 6 H30H PR Z 201346 H30H
Half-year ended 30 June 2014 Half-year ended 30 June 2013
TEEURE 2R o TREHURMAREMHRD
ZRERA BRIl IR A FRAseRi
Net operating il Net operating gl
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
s Hong Kong 1,945,346 1,473,234 1,901,962 1,431,973
o [e] AT Mainland of China 1,312,113 376,413 954,337 304,787
HAthr Others 28,028 6,240 23,161 12,203
&it Total 3,285,487 1,855,887 2,879,460 1,748,963
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HHARA BB R Notes to the Interim Financial information (continued)
(&)

6. HEHE (8) 6. Segmental reporting (continued)

(b) BEEREST(E)  (b) By geographical area (continued)

7?2014 6 H30H
At 30 June 2014

BRAGEIRRE
Contingent
HEE L= JERENEE liabilities
Total Total Non-current and
assets liabilities assets commitments
BT BT BT BEETIT
HK$'000 HK$'000 HK$'000 HK$'000
e Hong Kong 179,167,578 159,363,605 7,539,054 34,258,376
=e1Eepiiid Mainland of China 112,840,181 99,348,429 782,377 82,808,099
HiAth Others 2,799,422 2,663,080 5,516 147,339
&Et Total 294,807,181 261,375,114 8,326,947 117,213,814
2013412 H31 H
At 31 December 2013
EeN==vilEe
Contingent
Y HEfE IEREEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT BT BT AT
HK$'000 HK$'000 HK$'000 HK$'000
T Hong Kong 164,667,896 146,467,458 7,343,360 30,381,110
o 57 A Mainland of China 112,857,400 99,487,847 830,096 79,638,140
HoA Others 2,858,664 2,128,666 3,467 126,866
&t Total 280,383,960 248,083,971 8,176,923 110,146,116
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Notes to the Interim Financial information (continued)

7. FEZEREALAE 7. Significant related party transactions

o A B N B 5 e 2
BPEREA R ELT
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VEE <22 2 7 B R AT 2
CZACIRPIS L ENE
A NE > mReE
RBEINEEEREE
HEBHEIABE LD
H] o

BEE < I/ S B0 P 3 B A
AR -

SR E 5T
B S S TR T
SIS R
BHIE R
25 -

The Group is subject to the control of the State Council of the PRC Government through
China Investment Corporation (“CIC"), its wholly-owned subsidiary Central Huijin
Investment Ltd. (“Central Huijin”), BOC, and BOCHK in which Central Huijin has controlling
equity interests.

(@) Transactions with the parent companies and the other companies
controlled by the parent companies

General information of the parent companies:

The Group’s immediate holding company is BOCHK, which is in turn controlled by
BOC.

Central Huijin is the controlling entity of BOC, and it is a wholly-owned subsidiary of

CIC which is a wholly state-owned company engaging in foreign currency investment

management.

Central Huijin has controlling equity interests in certain other entities in the PRC.

The Group enters into banking transactions with these entities in the normal course of
business which include loans, investment securities and money market transactions.
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Notes to the Interim Financial information (continued)

7. FEZERE A T3S 7. Significant related party transactions (continued)
(&)

() BRAFERBAH

Pl 2 oA 2 F)
TS (&)

K 4 o AT
709 5 96 8 B T
S35 - 1) 2014 4 6
A 30 H » KB
R FE 1 o B3 1
UGS By e
7,700,518,000 JC
(2013 £ 12 A 31
Hoo: ok #
6,796,023,000 ) Az
ke 8,754,124,000 T
(2013 £ 12 H 31
Ho o+ ok
2,702,999,000 T ) -
2014 4 FAEHIhE
$E1T R B B S T
P2 o 8 2 U A R
4 48 3 B By
173,393,000 Jt (2013
R R O
106,167,000 ¢ ) ki
W 46,271,000 T
(2013 ¢ R ¢ 5
4 15,386,000 JT ) ©

KRy B oh R T
TN BIEE |
B5iES) - > 2014 4 6
H 30 H » ALEEHEH
JEUR Be FEAH v R
SR KRB oY R Ry
609,499,000 7T.( 2013
£ 12 5 31 H : &
2,139,709,000 7T ) K
e 17,863,854,000
JC (2013 4 12 A 31
H : R
21,270,585,000 7T ) °
2014 M AR sihgR
A AL L S S T
2P E AU A K
AR o Rl R
1,422,000 j© ( 2013
FoRRE B
3,441,000 7T ) Rk
415,506,000 77( 2013
FoRRE B
287,326,000 7T ) °

(@) Transactions with the parent companies and the other companies

controlled by the parent companies (continued)

The majority of transactions with BOC arise from money market activities. As at 30
June 2014, the related aggregate amounts due from and to BOC of the Group were
HK$7,700,518,000 (31 December 2013: HK$6,796,023,000) and HK$8,754,124,000
(31 December 2013: HK$2,702,999,000) respectively. The aggregate amounts of
income and expenses of the Group arising from these transactions with BOC for the
first half of 2014 were HK$173,393,000 (first half of 2013: HK$106,167,000) and
HK$46,271,000 (first half of 2013: HK$15,386,000) respectively.

The majority of transactions with BOCHK arise from money market activities. As at 30
June 2014, the related aggregate amounts due from and to BOCHK of the Group were
HK$609,499,000 (31 December 2013: HK$2,139,709,000) and HK$17,863,854,000
(31 December 2013: HK$21,270,585,000) respectively. The aggregate amounts of
income and expenses of the Group arising from these transactions with BOCHK for the
first half of 2014 were HK$1,422,000 (first half of 2013: HK$3,441,000) and
HK$415,506,000 (first half of 2013: HK$287,326,000) respectively.
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

7. FEZEMEALRS 7. Significant related party transactions (continued)
(&)

() HEN\E REAE (a) Transactions with the parent companies and the other companies
R HA 2 B 3 controlled by the parent companies (continued)

T s (&)

R ER oy BB N E 2 The majority of transactions with other companies controlled by the parent companies
Z HAL A FN AL 5 R arise from deposits from customers. As at 30 June 2014, the related aggregate amount
HZEPEER - X 2014 of the Group was HK$7,303,123,000 (31 December 2013: HK$7,093,494,000). The
F6 H30H  AEH aggregate amount of expenses of the Group arising from these transactions with other
A R K T A A Ry R TS companies controlled by the parent companies for the first half of 2014 was
7,303,123,000 JT HK$42,739,000 (first half of 2013: HK$51,442,000).

(2013 £ 12 A 31

CREER

7,093,494,000 7T )
2014 4 RRAEEIRELY
] PR 2 FLAh 2 5]
il SR %5 M AR P 2
A B 57 SRR R R
42,739,000 7t (2013
FEFE B
51,442,000 7¢) -

B B RS > BLECA Save as disclosed above, transactions with other parent companies and the other
BN &) J BEOS 5] 3284 companies controlled by the parent companies are not considered material.

Z EHA A FHETINAS

GHRER -
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HHHARS B BRI Notes to the Interim Financial information (continued)
(&)

7. FEERE A T3S 7. Significant related party transactions (continued)
(&)

(b) BRSO3 (b) Transactions with government authorities, agencies, affiliates and other
B ~ MBSk B EoA state controlled entities
EAEH BRI
5
e A B A B B 75 The Group is subject to the control of the State Council of the PRC Government through
[5e 46 78 T 5 K PEE 45 CIC and Central Huijin, which also directly and indirectly controls a significant number
REEEE e - e of entities through its government authorities, agencies, affiliates and other state
A B SR B B e controlled entities. The Group enters into banking transactions with government
IR E BT IR ~ (R authorities, agencies, affiliates and other state controlled entities in the normal course of
TR ~ BT e R oAt business at commercial terms.
B 7 422 o ' e R
il 422 1 K 2 LAt

B o AER s
RARERBUTT A ~ (R
TR ~ T B bRt S LA
BUA R TR AETHE
WERTTHE AT -

BRI S aEERNE These transactions include, but are not limited to, the following:

BRI 51508

- (B PRALR(S e - lending, provision of credits and guarantees, and deposit taking;
IRFIEEZ TR

- SRITHEZEZFR KX - inter-bank balance taking and placing;
&heg

- HEE S BEE - BN R - sales, purchase, underwriting and redemption of bonds issued by other state
g ] LAt B A 42 1 controlled entities;
BRI BITZES

- FRMLINE - FERRAH - rendering of foreign exchange, remittance and investment related services;
R AR

- PRAMEEEE D K - provision of fiduciary activities; and

- WEEALEE -\ - purchase of utilities, transport, telecommunication and postage services.
TE - BEEEHER
W% o
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Notes to the Interim Financial information (continued)

7. EEEFRE AL E 7. Significant related party transactions (continued)
(&)

) XEmEAR

FTHEEANBZHEE
LhRE E RS A
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By EEREEER L
At EiEESE N EE
EHAR - AEEET
BEBITEEZER
5 JE N B R R
2 B e (5 &
& o IR R AR > A
SN PARLT
R HPERE A E 2 £
EIEPNCER R ]
ANEETEARZS -

FHEE AR ZH
W

R R A B T
&
BIRAER]

(c) Key management personne

Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities of the Group, directly or indirectly,
including directors and senior management. The Group accepts deposits from and
grants loans and credit facilities to key management personnel in the ordinary course
of business. During both the current and prior periods, no material transaction was
conducted with key management personnel of the Bank and its holding companies, as
well as parties related to them.

The compensation of key management personnel is detailed as follows:

PEEEE FHEMEE

2014 & 2013 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2014 2013
BT BT T
HK$'000 HK$'000
Salaries and other short-term employee
benefits 18,968 18,061
Post-employment benefits 860 795
19,828 18,856
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Notes to the Interim Financial information (continued)

8. Currency concentrations

The following is a summary of the major foreign currency exposures arising from trading,
non-trading and structural positions and is prepared with reference to the Completion
Instructions for the prudential return “Foreign Currency Position of an Authorised Institution”
issued by the HKMA.

R 20144£6 H30H
At 30 June 2014

AT TEE
Equivalent in thousand of HK$
HAtnsNeg DA ik
Others Total
e ARHE foreign foreign
US Dollars Renminbi currencies currencies
WEEE Spot assets 53,187,077 124,721,422 9,826,026 187,734,525
HEAE Spot liabilities (44,749,819) (112,789,706) (9,231,680) (166,771,205)
BHAE A Forward purchases 26,039,347 12,168,866 3,891,068 42,099,281
AR Forward sales (32,748,003) (24,152,402) (4,423,413) (61,323,818)
&/ (5) B34 Net long/(short) position 1,728,602 (51,820) 62,001 1,738,783
sEE MR FEE Net structural position 366,653 8,445,743 - 8,812,396
2013412 H31 H
At 31 December 2013
AT ITEHE
Equivalent in thousand of HK$
HAth s SRR
Others Total
FE5T NG foreign foreign
US Dollars Renminbi currencies currencies
HEEE Spot assets 51,589,784 121,853,558 9,384,830 182,828,172
HISE & Spot liabilities (44,518,523)  (111,464,523) (9,925,494) (165,908,540)
RS A Forward purchases 24,399,649 10,648,881 4,468,976 39,517,506
EEAE Forward sales (29,771,697) (21,621,410) (3,875,909) (55,269,016)
&=/ () B$H Net long/(short) position 1,699,213 (583,494) 52,403 1,168,122
SEREME SN HAE Net structural position 333,141 8,263,668 - 8,596,809
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Notes to the Interim Financial information (continued)

9. Cross-border claims

The below analysis is prepared with reference to the Completion Instructions for the HKMA
return of cross-border claims. Cross-border claims are exposures to foreign counterparties on
which the ultimate risk lies, and are derived according to the location of the counterparties
after taking into account the transfer of risk. For a claim guaranteed by a party situated in a
country different from the counterparty, the risk will be transferred to the country of the
guarantor. For a claim on an overseas branch of a bank whose head office is located in
another country, the risk will be transferred to the country where its head office is located.
Claims on individual countries or areas, after risk transfer, amounting to 10% or more of the
aggregate cross-border claims are shown as follows:

201446 530 H
At 30 June 2014

NEEfr
$8%F  Public sector HAo &t
Banks entities* Others Total
AT AT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
Asia, other than
Hong Kong
- Mainland of China 38,336,308 689,497 40,767,224 79,793,029
- Others 8,251,570 - 1,413,104 9,664,674
Total 46,587,878 689,497 42,180,328 89,457,703
2013412 H31 H
At 31 December 2013
NEEAL*
T Public sector oA, 4Ezt
Banks entities* Others Total
BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
Asia, other than
Hong Kong
- Mainland of China 35,085,897 647,145 34,557,836 70,290,878
- Others 6,522,598 851 1,259,319 7,782,768
Total 41,608,495 647,996 35,817,155 78,073,646

* There are no exposures eligible to be classified as public sector entities under the Banking (Capital) Rules in

the tables above.
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Notes to the Interim Financial information (continued)

10. Non-bank Mainland exposures

The analysis of non-bank Mainland exposures is based on the categories of non-bank
counterparties and the type of direct exposures with reference to the Completion
Instructions for the HKMA return of non-bank Mainland exposures, which includes the
Mainland exposures extended by the Bank and its subsidiary in Mainland.

201446 H30H
At 30 June 2014

KEAE KEAER el 2ee
EdiF] RIMNY B
bR AR HE Individually
On-balance  Off-balance  “EEEERIE assessed
sheet sheet Total impairment
exposure exposure exposure  allowances
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
Mainland entities 37,146,794 1,935,649 39,082,443 -
Companies and individuals
outside Mainland where the
credit is granted for use in
Mainland 5,475,120 1,401,074 6,876,194 -
Other non-bank Mainland
exposures 7,748,373 939,052 8,687,425 9,690
50,370,287 4,275,775 54,646,062 9,690
Exposures incurred by the
Bank’s Mainland subsidiary 62,947,239 30,874,108 93,821,347 459,254

2013412 H 31 H
At 31 December 2013

EEAR HEAR Nl iEEna
AR LMY IRE
JE\ i JE\ i A Individually
On-balance  Off-balance  #&JEfB&RIE assessed
sheet sheet Total impairment
exposure exposure exposure allowances
AEETIT AT AT AT IT
HK$'000 HK$’000 HK$'000 HK$’000
Mainland entities 33,157,420 2,321,948 35,479,368 -
Companies and individuals
outside Mainland where the
credit is granted for use in
Mainland 4,967,844 1,553,941 6,521,785 -
Other non-bank Mainland
exposures 5,655,388 439,024 6,094,412 9,277
43,780,652 4,314,913 48,095,565 9,277
Exposures incurred by the
Bank’s Mainland subsidiary 59,757,870 29,690,114 89,447,984 201,357
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