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Condensed Consolidated Income Statement

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading (loss) /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

FEERE PR R
2017 £ 2016 4=

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT BT T
HK$'000 HK$'000
4,925,618 3,586,298
(2,112,244) (1,407,919)
2,813,374 2,178,379
898,631 808,620
(32,183) (33,484)
866,448 775,136
(37,103) 14,951
(4,505) (1,651)
55,258 117,021
10,354 11,785
3,703,826 3,095,621
(494,777) (283,728)
3,209,049 2,811,893
(1,311,778) (1,297,867)
1,897,271 1,514,026
9,220 17,120

115 2,812
1,906,606 1,533,958
(358,076) (273,598)
1,548,530 1,260,360
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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

Items 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

Cash flow hedge:
Change in fair value of hedging instruments
Deferred tax

Currency translation difference

Other comprehensive income for the
period, net of tax

Total comprehensive income for the period

pEEEE AL
2017 £ 2016 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT AT T
HK$'000 HK$°000
1,548,530 1,260,360
251,865 (53,343)
(36,518) 35,782
215,347 (17,561)
95,072 53,787
(26,774) (77,952)
3,230 514
(2,875) 8,832
68,653 (14,819)
48,036 -
(12,009) -
36,027 -
364,648 (143,137)
469,328 (157,956)
684,675 (175,517)
2,233,205 1,084,843




5 NCB 1§ 3% 441

HEGEREAER

RE

R S B AR IR T S LAt <
PRIOISdER

TESRAT R HAt Rt — = 1+ —
118 5 NEIHEAZ E B

AL AR SR

PTEER TR
B HAHRTH
SERE
BBV

YISE ~ 358 Bkl
ARV A
HArEzE

HEENEEH

af

FRAT R A B RS < IR
SR

it SR TR
% FTEAK
EBITHTEE R

AR R A
JEATIHA
TEERIARA

FfHaRE
'A
EZN
ekt

BN A SRR R R A AL
BHNEART A

g

BT AYEE

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

Financial investments

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

Debt securities and certificates of deposit in
issue

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Total liabilities

EQUITY

Share capital
Reserves

Total equity attributable to owners of the parent
Additional equity instruments

Total equity

Total liabilities and equity

72017 £ 7 2016 4F

6 H30H 12H31H
At 30 June At 31 December
2017 2016
AT AT
HK$'000 HK$'000
65,965,424 52,327,583
14,233,798 14,679,699
4,900,819 3,680,401
408,650 896,476
213,091,915 192,119,592
94,235,296 76,935,082
347,740 383,830
7,170,928 6,929,407
130,573 100,652
2,357,243 879,987
402,842,386 348,932,709
26,388,102 30,450,210
4,415,452 3,223,456
410,681 934,244
301,369,171 257,527,530
5,032,559 1,095,937
13,727,005 15,908,708
472,303 371,981
794,050 735,675
352,609,323 310,247,741
3,144,517 3,144,517
37,773,656 35,540,451
40,918,173 38,684,968
9,314,890 -
50,233,063 38,684,968
402,842,386 348,932,709
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At 1 January 2016

Profit for the period
Other comprehensive
income:
Premises
Available-for-sale
securities
Currency translation
difference

Total comprehensive
income

Release upon disposal of
premises

Transfer to retained
earnings

At 30 June 2016

At 1 July 2016

Profit for the period
Other comprehensive
income:
Premises
Actuarial losses on
defined benefit
plan
Available-for-sale
securities
Change in fair value
of hedging
instruments under
cash flow hedges
Currency translation
difference

Total comprehensive
income

Release upon disposal of
premises

Transfer to retained
earnings

At 31 December 2016

Condensed Consolidated Statement of Changes in Equity

i
Reserves

TRt

FIFATHE

S

Reserve for

B fair value e
B changes of fapay -1
N EN-A Premises available- ~ Cashflow B {Ef#* ] SRR
Share Capital  revaluation for-sale Hedges Regulatory  Translation Retained 4EE

capital reserve reserve securities reserve reserve* reserve earnings Total
BT T BT T BT T BT T AT BT T AT AT BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
3,144,517 605 5,854,810 213,754 - 2,255,673 180,522 25,448,889 37,098,770
- - - - - - - 1,260,360 1,260,360
- - (17,561) - - - - - (17,561)
- - - (14,819) - - - - (14,819)
- - (2,406) (1,140) - - (139,591) - (143,137)
- - (19,967) (15,959) - - (139,591) 1,260,360 1,084,843
- - (161,704) - - - - 161,704 -
- - - - - (11,855) - 11,855 -
3,144,517 605 5,673,139 197,795 - 2,243,818 40,931 26,882,808 38,183,613
3,144,517 605 5,673,139 197,795 - 2,243,818 40,931 26,882,808 38,183,613
- - - - - - - 1,487,017 1,487,017
- - (3,295) - - - - - (3,295)
- - - - - - - (1,420) (1,420)
- - - (441,108) - - - - (441,108)
- - - - (48,098) - - - (48,098)
- - (7,915) (3,552) - - (480,274) - (491,741)
- - (11,210) (444,660) (48,098) - (480,274) 1,485,597 501,355
- - 352 - - - - (352) -
- - - - - (232,595) - 232,595 -
3,144,517 605 5,662,281 (246,865) (48,098) 2,011,223  (439,343) 28,600,648 38,684,968
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20171 H1H At 1 January 2017
Lilp sl Profit for the period
HAth 2 HlEs - Other comprehensive
income:
R Premises
AT E R Available-for-sale
securities
FRERENT R ¥R Change in fair value
THZARESE of hedging
1t instruments under
cash flow hedges
R Currency translation
difference
ErillEnE kel Total comprehensive
income
BTHEINEART A  Issue of additional
equity instruments®
A E ST B Transfer from retained
earnings
142017 #6 H 30 H At 30 June 2017

LN > RTE(THENR 93.15 BTGt 12
(&) R A IR B ET RPN — & A 7
TEOMNAAR TR ) ) o EEEHTHAEN
3,611 E LD AN - WEEINEAT A
cpLI -

* B E SRS 39 SR EHREUK
BRI - EEERERIEE TR
FIZEEE G R T — A 2 . (Efs
RAHESR SILAA AT T ) -

Condensed Consolidated Statement of Changes in Equity
(continued)

1]
Reserves
Tt
BHATE
BRI
Reserve for
BE fair value Hew
BINRELR HiGEEH  changes of Bk
17N Additional EAEEE Premises available- Cash flow — ES{SfEE BRERNE BEEM
Share equity Capital revaluation for-sale Hedges Regulatory Translation Retained gt
capital _instruments reserve reserve securities reserve reserve* reserve earnings Total
BT BT AW BT BT b awn BT b awn T BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
3,144,517 - 605 5,662,281 (246,865) (48,098) 2,011,223  (439,343) 28,600,648 38,684,968
_ - - - - - - - 1,548,530 1,548,530
- - - 215,347 - - - - - 215,347
- - - - 68,653 - - - - 68,653
- - - - - 36,027 - - - 36,027
- - - 7,396 (3,011) (1,666) - 361,929 - 364,648
- - - 222,743 65,642 34,361 - 361,929 1,548,530 2,233,205
- 9,314,890 - - - - - - - 9,314,890
- - - - - - 257,999 - (257,999) -
3,144,517 9,314,890 605 5,885,024 (181,223) (13,737) 2,269,222 (77,414) 29,891,179 50,233,063

1. During the year, the Bank issued HK$9,315 million (US$1,200 million) perpetual non-cumulative subordinated additional

*

tier 1 capital securities (“additional equity instruments”). Direct issuance costs of HK$36.11 million are accounted for as a

deduction from the additional equity instruments.

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.



) NCB #:f 7% 441

EBEGFEHESRER Condensed Consolidated Cash Flow Statement

FELERE AR E

2017 4E 2016 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT AT
HK$'000 HK$'000
s HEnE Cash flows from operating activities
IS R TN Operating cash inflow before taxation 8,663,719 977,573
TR ARER Hong Kong profits tax paid (116,096) (121,670)
SEAESNFISRR Overseas profits tax paid (161,833) (50,345)
R IS ATHEE Net cash inflow from operating activities 8,385,790 805,558
REEGHERE Cash flows from investing activities
AW ~ 250 Rt Purchase of properties, plant and equipment (18,304) (77,580)
HEYIZE - 25 RS H TS P0E Proceeds from disposal of properties, plant
and equipment - 188,216
LEEE S (RE) /RAEEE Net cash (outflow)/inflow from investing
activities (18,304) 110,636
REEBHERE Cash flows from financing activities
STIES S 5 AR Issue of debt securities and certificates of
deposit 3,936,622 -
STEINEA TR Issue of additional equity instruments 9,314,890 -
PhEEE SR ATE Net cash inflow from financing activities 13,251,512 -
4 K SE IR T8 H B Increase in cash and cash equivalents 21,618,998 916,194
P1H1HZHES KREERN4IEEH  Cash and cash equivalents at 1 January 47,568,728 53,822,409
[EREHEEIN SR EEINGIEER  Effect of exchange rate changes on cash and
=z cash equivalents 1,073,953 (208,090)
6 B 30 BZzH&kERBELIEH Cash and cash equivalents at 30 June 70,261,679 54,530,513
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chEARA T B R R Notes to the Interim Financial information
1. BEIERER FEEESE 1. Basis of preparation and significant accounting policies

(a) mEIER (a) Basis of preparation
TR HARM B SR - i iRE The interim financial information has been prepared in accordance with HKAS 34
BEErEI A g RTE MG B “Interim Financial Reporting” issued by the HKICPA.

GEEAIEE345E T RS
& M -

(b) FEEHBER (b) Significant accounting policies
R E B E R 2 F The significant accounting policies adopted and methods of computation used in the
Hast B At L - 19 preparation of the interim financial information are consistent with those adopted and
B £ 2016 212 H 31 H 1 used in the Group’s annual financial statements for the year ended 31 December 2016
Z AR B R 2 and should be read in conjunction with the Group’s Annual Report for 2016.

SUERE 20 WREFEASE
12016 4F 7 ARt — P

B o

=

Erafl 201715 1H Standards and amendments to standards that are relevant to the Group and
BN EEERER mandatory for the first time for the financial year beginning on 1 January 2017

Z AL IR R AE

o

o Y (FHHEEEAEAIET . Amendments to HKAS 7 require an entity to provide disclosures that enable users
) PEETZ R EREE of financial statements to evaluate changes in liabilities arising from financing
I 88 DA A 1S i B (i activities, including both changes arising from cash flows and non-cash changes.
FA 2 ] 5L S VR B Al The amendments will result in additional disclosure to be provided in the financial
EANEEED > aff statements. The Group is not required to provide additional disclosure in its interim
WaEREMIERERE condensed consolidated financial statements, but will disclose additional
EEHET) - 2 FER] information in its annual consolidated financial statements for the year ending 31
TR BRI A B R A December 2017.

HIEESMN I EE - ARE
FEH A IR B SR e A S
¥ % fm R (R BH S 3
B M EERE2017
fF12 H31H (RHY4F LR
B R TP R S
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Notes to the Interim Financial information (continued)

1. BEERER FEEESKE 1. Basis of preparation and significant accounting policies (continued)

(&)
(b) EEEHBOR (8D

ERGIE201741H1H
BRI EET R E R
Z AR EAR B Y A R A8
7] (8D

o TEEBHREMHHSEE
Hl, BEZEREES
ST AER RIFR R
AHRENERT - EFE
RS [BAESIR ~ HERE B
ETEJTH B GE T
HIEET » DLR % IHELE
N6 A A 5 R R
R fos8 B e _EAY
BE] - MEEBEIERN
201741 H 1 HERIYAAY
GRS - RAH
B (2T AR FAV TS
WRILHERTE -

(c) ELgFfI: S A S BE BAME 1

(b) Significant accounting policies (continued)

Standards and amendments to standards that are relevant to the Group and
mandatory for the first time for the financial year beginning on 1 January 2017
(continued)

* “Improvements to HKFRSs” contains numerous amendments to HKFRSs which the
HKICPA considers not urgent but necessary. It comprises amendments that result in
accounting changes for presentation, recognition or measurement purpose as well as
terminology or editorial amendments related to a variety of individual HKFRSs. The
amendments are already effective for annual periods beginning on 1 January 2017.
The adoption of these improvements does not have a material impact on the Group’s
financial statements.

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

oI R RSB A E effective and have not been early adopted by the Group in 2017
HR2017 4R ARG 2 %
AR fB5T
B R
Applicable for
LRI /BET AR financial years
Standards/Amendments Content beginning on/after
EEM SRS 9 5F ERTHE 2018 E1 H 1 H
HKFRS 9 Financial Instruments 1 January 2018
H A GRS 15 57 JEINE P EERUA 20184187 1H
HKFRS 15 Revenue from Contracts with Customers 1 January 2018

ARSI 15 58 (KE3T)
Amendments to HKFRS 15

WEB RS AERIES 15 SRENE B SRR E 20181 H1H
Clarifications to HKFRS 15 Revenue from Contracts with 1 January 2018

Customers
AR B S AR 16 57 HE 201941 H1H
HKFRS 16 Leases 1 January 2019

o AR _EHERIBEHERTHY
fE o Hel A%
20164 7 SEFE 5 R
TEHEMSEE2 10

* Please refer to Note 2.1(b) of the Group’s Annual Report for 2016 for brief
explanations of the above-mentioned standards and amendments.
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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.
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AR RS R R Notes to the Interim Financial information (continued)

(&)

2. SR EbEEE (&) 2. Financial risk management (continued)

2.1 =Rk (&) 2.1 Credit Risk (continued)
(A) BEFEAEREE (A) Gross advances and other accounts (continued)
€:-))
(@) BEESX (8 (a) Impaired advances (continued)
2017 4 7 2016 £
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT AT
HK$'000 HK$'000
DER = =N~ Gross impaired advances to customers
# 940,318 668,215
R SRR EH Impairment allowances made in respect of
TRUEAEF such advances 736,912 474,566
o Ealia A Current market value of collateral held
ENEEERZ against the covered portion of such
S TE advances to customers 309,258 287,366
LaltERAEEE Covered portion of such advances to
ZEEEK customers 206,178 113,048
A E L Uncovered portion of such advances to
HEEPEER customers 734,140 555,167
JEEFETERE - The impairment allowances were made after taking into account the value of
i B IR R E collateral in respect of such advances.
g -
72017 46 H 30 As at 30 June 2017, there were no impaired trade bills (31 December 2016: Nil).

H AR EZE
25 (2016 4
12731 H: %) -

10
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AR RS R R Notes to the Interim Financial information (continued)
(&)

2. SR EbEEE (&) 2. Financial risk management (continued)

2.1 =Rk (&) 2.1 Credit Risk (continued)
(A) BEFEAEREE (A) Gross advances and other accounts (continued)
(&)
(a) BESZH (8) (a) Impaired advances (continued)
KRB FEE R E Classified or impaired advances to customers are analysed as follows:
2R P ERR T
W
2017 &£ #2016 A
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
BT AT
HK$'000 HK$'000
¥ 8 o7 B EORUE Gross classified or impaired advances to
ZEPERE customers
# 1,197,393 740,215
Fi7E 73 BB E Gross classified or impaired advances to
R E customers as a percentage of gross
HEH P ER advances to customers
HEFALEHR 0.57% 0.39%
i b 0 SRR Individually assessed impairment
AR A 2 BAE allowances made in respect of such
A advances 736,706 474,147
Y E Sy e E Classified or impaired advances to customers represent advances which are either
ZE PR EE classified as “substandard”, “doubtful” or “loss” under the Group'’s classification of
AR EERE loan quality, or individually assessed to be impaired.

BN TR
o o~ TEME
= T EsE B3
B A I A A K
TERYEGK -

11
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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 exceeded the approved limit that was advised to the
borrower.

12
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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

201746 30 H
At 30 June 2017

2016412 H 31 H
At 31 December 2016

152 P ER AR
Hath

% of gross

5% 5 Bk aREs
[Eps)es

% of gross

ot | advances to S advances to
Amount customers Amount customers
AT AT
HK$'000 HK$'000
242,348 0.12% 205,766 0.11%
240,322 0.11% 121,647 0.07%
404,982 0.19% 339,655 0.18%
887,652 0.42% 667,068 0.36%
636,266 421,834

13
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2. Financial risk management (continued)

21 8RR (8
(A) HEEF R HAMARE

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

Notes to the Interim Financial information (continued)

(&)
(b) EEREEE 3 A~ (b) Advances overdue for more than three months (continued)
£3% (8D
#2017 £ 7 2016 4E
6 H30H 12531 H
At 30 June At 31 December
2017 2016
AT BT
HK$'000 HK$'000
st bR Current market value of collateral held
ENEFPERZ against the covered portion of such
A TE advances to customers 370,072 320,355
AR R EE Covered portion of such advances to
ZHEBEEK customers 230,289 136,249
ol R LS Uncovered portion of such advances to
EZBREERK customers 657,363 530,819
8 B & B E Collateral held against overdue or impaired loans is principally represented by
SRRV charges over business assets such as commercial and residential premises for
FHEENERE corporate loans and mortgages over residential properties for personal loans.
FHETHEHE
EEANE 3 R R
T E A ER
HTIW RS
Y3k -

4 2017 4£ 6 H 30
H - g fmibEs
3 Az 75
(20164212 F 31
Ho:dg) -

(31 December 2016: Nil).

14

As at 30 June 2017, there were no trade bills overdue for more than three months
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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)

(c) Rescheduled advances

H20174#£6 A30H
At 30 June 2017

#2016 12 H 31 H
At 31 December 2016

fie-9=y= et 7 = Bk
B4tk H4rtk
% of gross % of gross
ot | advances to S advances to
Amount customers Amount customers
BT HTIE
HK$'000 HK$'000
Rescheduled
advances to
customers net of
amounts included
in “Advances
overdue for more
than three
months” 339 0.00% 2,292 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. Financial risk management (continued)

(d) Concentration of advances to customers

(A) Gross advances and other accounts (continued)

(i) Sectoral analysis of gross advances to customers

R20175£6 H30H
At 30 June 2017

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.

EIFREE RIS L HERFh L
zBE5ts WHENHE BB HER BB R
ZEEEGEEE % Covered BRAE Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or A impairment impairment
customers security impaired Overdue allowances allowances
BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 12,305,354 9.77% - - - 30,888
- Property investment 11,008,326 88.98% 31,709 39,925 14,493 96,456
- Financial concerns 13,027,339 3.94% - - - 26,724
- Stockbrokers 700,503 0.00% 63,153 - - 1,343
- Wholesale and retail trade 7,868,735 43.16% 24,700 80,928 52,163 53,384
- Manufacturing 11,071,787 17.09% - 38,340 15,804 36,961
- Transport and transport
equipment 4,928,387 11.63% - 1,262 - 12,634
- Recreational activities 1,698 58.91% - - - 5
- Information technology 3,590,791 0.81% - - - 7,165
- Others 15,058,497 48.61% 202,711 234,657 5,478 80,687
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme 284,830 100.00% 625 6,555 - 186
- Loans for purchase of
other residential
properties 13,363,393 99.92% 8,005 70,512 - 5,808
- Others 9,235,306 76.27% 1,028 6,261 - 4,103
Total loans for use in Hong
Kong 102,444,946 44.32% 331,931 478,440 87,938 356,344
Trade finance 8,649,581 23.42% 99,516 101,809 53,101 52,793
Loans for use outside Hong
Kong 99,301,047 35.72% 765,946 1,115,843 595,667 667,685
Gross advances to customers 210,395,574 39.40% 1,197,393 1,696,092 736,706 1,076,822
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AR BRI EE Notes to the Interim Financial information (continued)

(&)

2. SRR EHE (8) 2. Financial risk management (continued)

21 8RR (8

2.1 Credit Risk (continued)

(A) BEF AR (A) Gross advances and other accounts (continued)
(8
d) EEEXETE (d) Concentration of advances to customers (continued)
(8
() T (i) Sectoral analysis of gross advances to customers (continued)
E9 e k]
8D

FER B 7
TR
- VT
- e
- R
- B
- SRS
- (DY
- 3t
A
- SRS
ARSI
BB ]
M2 85
- WE e
£
- 3t
AERBFR P
S
FESLI NI £55
B

2016 12 H 31 H
At 31 December 2016

AT E {ERIRHL = HeEHhz
ZEAL EEE IR IR
ZEEELEEE % Covered SR E Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or btz impairment impairment
customers security impaired Overdue allowances allowances
AT AT BT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 9,395,050 6.41% - - - 21,917
- Property investment 10,775,101 84.72% 29,680 26,154 762 94,939
- Financial concerns 11,037,686 3.70% - R - 23,910
- Wholesale and retail trade 8,029,810 43.50% 75,789 102,065 52,168 53,357
- Manufacturing 8,334,113 20.75% 35,676 33,786 15,582 31,662
- Transport and transport
equipment 5,973,029 11.14% - 360 - 39,465
- Recreational activities 3,437 29.82% - - - 18
- Information technology 2,272,628 1.14% - - - 4,733
- Others 12,915,062 56.98% 10,631 47,460 5,528 71,099
Individuals

- Loans for the purchase of

flats in Home Ownership

Scheme, Private Sector

Participation Scheme

and Tenants Purchase

Scheme 293,571 99.79% 751 9,536 - 210
- Loans for purchase of

other residential

properties 13,105,671 99.93% 6,995 84,233 - 6,049
- Others 8,782,704 71.29% 1,864 28,094 186 5,058
Total loans for use in Hong
Kong 90,917,862 47.37% 161,386 331,688 74,226 352,417
Trade finance 7,596,230 23.78% 75,083 81,499 58,242 42,275
Loans for use outside Hong
Kong 89,266,870 37.67% 503,746 795,102 341,679 457,685
Gross advances to customers 187,780,962 41.81% 740,215 1,208,289 474,147 852,377
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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 (co

(il) Geographical analysis of gross advances to

ntinued)

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

#2017 42 7 2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
BT AT
HK$'000 HK$'000
Hong Kong 112,919,560 99,595,734
Mainland of China 85,293,216 78,467,343
Others 12,182,798 9,717,885
210,395,574 187,780,962
Collectively assessed impairment
allowances in respect of the
gross advances to customers
Hong Kong 427,797 399,995
Mainland of China 596,994 414,707
Others 52,031 37,675
1,076,822 852,377
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2. Financial risk management (continued)

2.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

Overdue advances

Hong Kong
Mainland of China
Others

Individually assessed impairment
allowances in respect of the
overdue advances

Hong Kong
Mainland of China
Others

Collectively assessed impairment
allowances in respect of the
overdue advances

Hong Kong
Mainland of China
Others

19

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial information (continued)

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

02017 & 7 2016 4
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BETT AT
HK$'000 HK$'000
462,861 303,149
1,221,914 895,663
11,317 9,477
1,696,092 1,208,289
44,204 36,869
667,467 412,222
273 301
711,944 449,392
8,387 3,105
277 12,749

2 134

8,666 15,988
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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
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(d) Concentration of advances to customers (continued)

Notes to the Interim Financial information (continued)

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

#2017 4 f 2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
AT AT
HK$'000 HK$'000
320,150 121,649
876,473 617,750
770 816
1,197,393 740,215
57,376 37,167
679,057 436,679
273 301
736,706 474,147
6,273 705
437 731
6,710 1,436
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T HAR B BRI EE Notes to the Interim Financial information (continued)
(&)

2. SRR EHE (8) 2. Financial risk management (continued)

2.1 =Rk (&) 2.1 Credit Risk (continued)
(B) WEIEE (B) Repossessed assets
REEHFS 2017 F 6 The estimated market value of repossessed assets held by the Group as at 30 June
H 30 HEFARYRE 2017 amounted to HK$113,016,000 (31 December 2016: HK$109,837,000). They
B 2 AN E R BN comprise properties in respect of which the Group has acquired access or control (e.g.
113,016,000 IT through court proceedings or voluntary actions by the proprietors concerned) for
(2016 4£ 12 H 31 release in full or in part of the obligations of the borrowers.

H : ¥ 109,837,000
o) - B G A SR
B A AU R B B
PERIERYIE (203
BEERFEETE
IR A 7 5 =
UG MR
BT =M
IR o
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AR RS R R Notes to the Interim Financial information (continued)
(&)

2. SR EbEEE (&) 2. Financial risk management (continued)

2.1 EERE (8 2.1 Credit Risk (continued)
(C) BEBREREDE (C) Debt investments and certificates of deposit
TR B LIS TR T The following tables present an analysis of the carrying value of debt investments and
2 BB E R certificates of deposit by issue rating. In the absence of such issue ratings, the ratings
HIRHEAE o fFETT designated for the issuers are reported.
SEREVIESLS » e
21T NHYRE SR
o
A 201746 H30H
At 30 June 2017
A3 BT
Aal & Aa3 Al & A3 Lower i a5t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT BT BT BT BT BET T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
N ERS Available-for-sale
securities 200,390 37,118,686 25,204,638 8,242,314 14,832,746 85,598,774
BEZEFIHIHZES  Held-to-maturity
securities 188,190 381,900 3,262,570 - - 3,832,660
BB Loans and
receivables - 848,040 399,972 - 3,540,793 4,788,805
N EEE(EEF AR Financial assets at
BT EpEE fair value through
profit or loss - 4,662,164 238,655 - - 4,900,819
dE=t Total 388,580 43,010,790 29,105,835 8,242,314 18,373,539 99,121,058
#2016 212 H 31 H
At 31 December 2016
A3 DR
Aal # Aa3 Al £ A3 Lower fESTAR 4t
Aaa Aal to Aa3 Al to A3 than A3 Unrated Total
AT T AT AT AT ERTT AT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ATt ERE Available-for-sale
securities 13,616,860 23,809,336 15,150,997 7,729,268 9,791,483 70,097,944
FrE 2 HE S Held-to-maturity
securities 207,630 1,856,312 - - - 2,063,942
BRI ENGR Loans and
receivables - 842,909 397,410 - 3,519,496 4,759,815
N ESE(EET AR Financial assets at
i Z R fair value through
profit or loss 3,233,647 205,116 241,638 - - 3,680,401
“aEt Total 17,058,137 26,713,673 15,790,045 7,729,268 13,310,979 80,602,102
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

21 =8k (&)

(C) EBHEREE
(8

2.1 Credit Risk (continued)

(C) Debt investments and certificates of deposit (continued)

EY Bl N
Z A IE B AR
2 6 A 30 HiZsTa¥

The following tables present an analysis of debt investments and certificates of deposit
neither overdue nor impaired as at 30 June by issue rating. In the absence of such
issue ratings, the ratings designated for the issuers are reported.

Bz orhir - TEIwES TR
BT - HilEr
T AR -
201746 H30H
At 30 June 2017
A3 DT
Aal # Aa3 Al & A3 Lower SEEEAR 4=t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT T T T BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ot RS Available-for-sale
securities 200,390 37,118,686 25,204,638 8,242,314 14,832,746 85,598,774
FEZERHHES Held-to-maturity
securities 188,190 381,900 3,262,570 - - 3,832,660
BB FEULER Loans and receivables - 848,040 399,972 - - 1,248,012
NfESE(bE AJEZE  Financial assets at fair
JEREE value through profit
or loss - 4,662,164 238,655 - - 4,900,819
388,580 43,010,790 29,105,835 8,242,314 14,832,746 95,580,265
#2016 412 H 31 H
At 31 December 2016
A3 DR
Aal & Aa3 Al ¥ A3 Lower fEETAR gzt
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
AMETTT ARMET-TT ARMET-TT AT HEMETTT HEMETTT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ok E A Available-for-sale
securities 13,616,860 23,809,336 15,150,997 7,729,268 9,791,483 70,097,944
FE 22 HE S Held-to-maturity
securities 207,630 1,856,312 - - - 2,063,942
B FESGER Loans and receivables - 842,909 397,410 - - 1,240,319
NEE(LE AJE25  Financial assets at fair
7 EREE value through profit
or loss 3,233,647 205,116 241,638 - - 3,680,401
17,058,137 26,713,673 15,790,045 7,729,268 9,791,483 77,082,606
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

21 =8k (&)
(C) EBHEREE

2.1 Credit Risk (continued)

(C) Debt investments and certificates of deposit (continued)

(8
THEEREBRBKRE The following tables present an analysis of impaired debt investments by issue rating.
B TERAR AT o A In the absence of such issue ratings, the ratings designated for the issuers are

BATRRREESL T
AT NRT R

reported.

2 o
201746 H30H
At 30 June 2017
WREE Hep:
Carrying values BERERS
Of which
A3 IR accumulated
Aal & Aa3 Al # A3 Lower Frioeds st impairment
Aaa AaltoAa3 Alto A3 than A3 Unrated Total allowances
BT BETT BT B%TRT B¥Tt  B¥Tx BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SR FEUGR Loans and receivables
- - - - 3,540,793 3,540,793 16,055
Hob BEEHEESER Of which accumulated
impairment allowances - - - - 16,055 16,055

% 2017 £ 6 H 30
B AR E 2 (7RG

RO H B Z B %

HRIFHE -

As at 30 June 2017, there were no impaired certificates of deposit
investments and certificates of deposit.

#2016 4 12 H 31 H
At 31 December 2016

and no overdue debt

HRIE Ho e
Carrying values RET B E
Of which
A3 DI accumulated
Aal & Aa3 Al ¥ A3 Lower SESTAR 4t impairment
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total allowances
MRTIC BETOT BT BETOT  OBNMTT  BNTT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B EER Loans and receivables
- - - - 3,519,496 3,519,496 15,424
Horh o EEPE(E#ER  Of which accumulated
impairment allowances - - - - 15,424 15,424

2016 &4 12 A 31
H SR Ak
FosaH 2 s
R

As at 31 December 2016, there were no impaired certificates of deposit and no overdue
debt investments and certificates of deposit.
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.2 Market Risk

(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 managed at an acceptable level, risk limits (e.g. Position, VAR and stress test
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.0. 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. Financial risk management (continued)

2.2 Market Risk (continued)

(A) Currency risk (continued)

TR A LA E &L
2 IFHER G A
i A A 2 E SN b

# S IAREFFAINER
W2 BB R R A S

RIMéRE -

HRAE
BB
EHIEA
BEEL

iz (i) 58

SR AR

Eﬁ»fbAﬁt

HEaE
BIAE A
A S

iz (i) 58

SR AR

R20174£6 H30H
At 30 June 2017

The following is a summary of the Group’s major foreign currency exposures arising from
trading, non-trading and structural positions and is prepared with reference to the
completion instructions for the HKMA return of foreign currency position.

AT TEE
Equivalent in thousand of HK$
HAtro g P e
Others Total
=T ARE foreign foreign
US Dollars Renminbi currencies currencies
Spot assets 91,611,494 128,313,569 11,762,307 231,687,370
Spot liabilities (93,143,563)  (122,382,501) (10,710,608) (226,236,672)
Forward purchases 14,196,054 5,930,428 2,409,664 22,536,146
Forward sales (12,793,559) (12,564,128) (3,413,967) (28,771,654)
Net long/(short) position (129,574) (702,632) 47,396 (784,810)
Net structural position 9,437,497 9,315,612 - 18,753,109
#2016 12 H 31 H
At 31 December 2016
AT ITEE
Equivalent in thousand of HK$
EAt AN SN
Others Total
ETT PNl foreign foreign
US Dollars Renminbi currencies currencies
Spot assets 89,820,749 116,285,504 8,951,419 215,057,672
Spot liabilities (73,408,148) (114,083,563) (6,962,887) (194,454,598)
Forward purchases 24,235,532 18,169,822 2,851,778 45,257,132
Forward sales (38,954,759) (20,994,854) (4,819,645) (64,769,258)
Net long/(short) position 1,693,374 (623,091) 20,665 1,090,948
Net structural position 121,810 8,554,006 - 8,675,816
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2.2 Market Risk (continued)

(B) Interest rate risk

2. Financial risk management (continued)

Notes to the Interim Financial information (continued)

The tables below summarise the Group’s on-balance sheet exposure to interest rate
risk as at 30 June 2017 and 31 December 2016. Included in the tables are the assets
and liabilities at carrying amounts, categorised by the earlier of contractual repricing

or maturity dates.

RE

JEELAF 358 T A BEOSRA T T HL A
MRS AR

HESRIT R H M R -+ =
{8 H S

ST AT SRR

B TA
BB AR
ESRE
- At
- FHEEHH
- BKREUGR
Rk
YIBE SRR
HirgzE (SEEEAHERE)

HERE

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
Financial investments

- Available-for-sale

- Held-to-maturity

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

tax assets)

Total assets

201746 H30H
At 30 June 2017

—Z =7 TetE

—ERA =@A +={ER —ZhE HEME Non-
Up to 1to3 3t0 12 1to5 Over interest st
1 month months months years 5years bearing Total
gt BT BT BT BT BT B¥TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
63,411,897 - 2,553,527 65,965,424
- 10,349,755 3,884,043 14,233,798
604,431 1,799,712 2,496,676 4,900,819
- - 408,650 408,650
105,902,457 54,154,426 49,115,461 3,853,438 66,133 - 213,091,915
15,405,567 20,029,829 28,253,880 21,908,408 1,090 15,057 85,613,831
117,992 142,482 531,834 3,040,352 3,832,660
399,972 1,077,983 746,802 2,564,048 4,788,805
- - 347,740 347,740
- - 7,170,928 7,170,928
- - 2,487,816 2,487,816
185,842,316 87,554,187 85,028,696 31,366,246 67,223 12,983,718 402,842,386
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Notes to the Interim Financial information (continued)

2.2 Market Risk (continued)

(B) Interest rate risk (continued)

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

Debt securities and certificates of
deposit in issue

Other accounts and provisions
(including current and deferred

tax liabilities)

Total liabilities

Interest sensitivity gap

2. Financial risk management (continued)

20176 B30H
At 30 June 2017

—= =% Fata

—(ERA =@A +=EA —Z2ffF HEME Non-
Up to 1to3 3to 12 1to5 Over interest fre
1 month months months years 5years bearing Total
AT AT B%TT BETIT B¥Th BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
10,973,508 7,986,503 7,243,013 - - 185,078 26,388,102
818,956 2,261,915 1,334,581 - - 4,415,452
R - - 410,681 410,681
158,549,649 58,757,752 68,118,914 4,483,416 - 11,459,440 301,369,171
57,457 910,398 569,120 3,495,584 - 5,032,559
2,539,999 1,452,343 3,697,950 368,781 25,380 6,908,905 14,993,358
172,939,569 71,368,911 80,963,578 8,347,781 25,380 18,964,104 352,609,323
12,902,747 16,185,276 4,065,118 23,018,465 41,843  (5,980,386) 50,233,063
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Notes to the Interim Financial information (continued)

2.2 Market Risk (continued)

(B) Interest rate risk (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
Derivative financial instruments
Advances and other accounts
Financial investments

- Available-for-sale

- Held-to-maturity

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

tax assets)

Total assets

2. Financial risk management (continued)

22016 £ 12 H 31 H

At 31 December 2016

—% =% ES

—fEAAN ={EA +=fER —ZhE AERLE Non-
Upto 1t03 3to 12 1t05 Over interest daEst
1 month months months years 5 years bearing Total
BT T BT BT BETT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
50,470,449 - - - - 1,857,134 52,327,583
- 4,552,714 10,126,985 - - - 14,679,699
210,443 2,217,212 1,252,746 - - - 3,680,401
- - - - - 896,476 896,476
126,655,688 26,491,174 34,357,922 4,455,523 157,070 2,215 192,119,592
11,387,979 15,290,801 20,667,974 22,009,605 741,585 13,381 70,111,325
- 475,559 426,416 1,161,967 - - 2,063,942
115,373 - 1,461,965 3,182,477 - - 4,759,815
- - - - - 383,830 383,830
- - - - - 6,929,407 6,929,407
- - - - - 980,639 980,639
188,839,932 49,027,460 68,294,008 30,809,572 898,655 11,063,082 348,932,709
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Notes to the Interim Financial information (continued)

2.2 Market Risk (continued)

(B) Interest rate risk (continued)

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
Debt securities and certificates of

deposit in issue

FANBETA R (GETETRIE R Other accounts and provisions

ERIT )

izt

HR B B

(including current and deferred
tax liabilities)

Total liabilities

Interest sensitivity gap

2. Financial risk management (continued)

#2016 412 H 31 H
At 31 December 2016

—% =% !

—fEAAN ={EA +=fEA —EAHF HEME Non-
Up to 1t03 3to 12 1t05 Over interest daEEt
1 month months months years 5 years bearing Total
AT AT BT BT BETT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
12,774,352 5,311,595 11,947,531 416,732 30,450,210
1,880,498 816,180 526,778 - 3,223,456
- - 934,244 934,244
143,254,320 48,321,171 46,879,361 1,631,983 17,440,695 257,527,530
- - 541,378 554,559 - 1,095,937
8,046,649 804,515 1,839,269 22,513 5615 6,297,803 17,016,364
165,955,819 55,253,461 61,734,317 2,209,055 5,615 25,089,474 310,247,741
22,884,113  (6,226,001) 6,559,691 28,600,517 893,040 (14,026,392) 38,684,968
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AR RS ORI e Notes to the Interim Financial information (continued)
(&)

2. £REMEEE (&) 2. Financial risk management (continued)

2.3 RENELEEG 2.3 Liquidity Risk
(A) mEEEELER (A) Liquidity coverage ratio
FEEER FEEER FHGERE FHGERE
2017 4 2017 4 2016 4 2016 4
6 H30H 3H31H 6 H30H 3H31H
Quarter ended Quarter ended Quarter ended Quarter ended

30 June 2017 31 March 2017 30 June 2016 31 March 2016

mEIEE SRR Average value
HYFEa(E of liquidity
coverage ratio 171.71% 138.03% 145.26% 130.84%

TREE A E LR The average value of liquidity coverage ratio is calculated based on the arithmetic mean
HME AR ERN of the liquidity coverage ratio as at the end of each working day in the quarter and the
FHE TAE H 44508y calculation methodology and instructions set out in the HKMA return of liquidity position.
MENMEEE RN

i P25 5 A B R Bl

MR 2 S8 R

HIBHEVET R 0% K e

TRETHL ©

mENEEEILREMN The liquidity coverage ratio is computed on the consolidated basis which comprises the
SEEEEEETE > R positions of the Bank and certain subsidiaries specified by the HKMA in accordance with
B RT3 CREne) the Banking (Liquidity) Rules.

FAT) HAERAT R
oy & RE E Z Y
Ja5 =4 -

BRI E LR The additional information of liquidity coverage ratio disclosures is available under section
WEf R ERE7® “Regulatory Disclosures” on the Bank’s website at www.ncb.com.hk.

w7 @ H
www.nch.com.hk

PEEE PR, —ER

o
REEGIET TEENA The Group has established intra-group liquidity risk management guideline to manage
BB A 4 e the liquidity funding among different entities within the Group, and to restrict their
Eol > EEHEENE reliance of funding on each other.

A Z ER R BN E

& MEMHOHEER
& IR -
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Notes to the Interim Financial information (continued)

2.3 Liquidity Risk (continued)

(B) Maturity analysis

LB ERAFRIFI
B - G R E
I > B KA
EEEH H YRR

PRoTHE -

HE

PR R AFIUR T R L e
RS ER

HSRT R HA SR -2+
1B A EIH 2 E I

NHEE LT A SREE

-
- s
- FERLATEEH A

- S
PSR
SRR
- HPEE
- S5
SR
- el
- B
- trH
- Hift
- FHESIA
- B
-t
- EPRRRIEIH
- S
- Hit
- Wtz
I
VI ~ A R
HMEE (QESEEREAE)

HERE

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
Financial investments
- available-for-sale
- debt securities
- certificates of deposit
- others
- held-to-maturity
- debt securities
- certificates of deposit
- loans and receivables
- debt securities
- others
- equity securities
Investment properties
Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

2. Financial risk management (continued)

The tables below analyse the Group’s assets and liabilities as at 30 June 2017 and 31
December 2016 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

#W20175E6 H30H
At 30 June 2017
—ZE =z
BE —ERN =@R +-@EA —ZEEF #HEYUE THEE
On Up to 1to3 3to 12 1to5 Over 5 Hi# st
demand 1 month months months years years Indefinite Total
AT BT BT ENTT  B¥Tr BT B¥Tr BT
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
20,722,353 45,243,071 - - - 65,965,424
- 10,349,755 3,884,043 - - - 14,233,798
604,431 1,799,712 2,258,021 - - 4,662,164
- 238,655 - - 238,655
329,044 7,814 4,143 20,295 47,354 - 408,650
10,294,393 7,022,957 19,621,141 43,160,429 90,726,869 37,204,602 551,655 208,582,046
57,467 722,927 1,128,390 2,170,310 430,775 - 4,509,869
8,544,646 8,442,066 14,094,392 25,828,392 524,576 - 57,434,072
858,293 1,876,524 9,132,157 2,761,532 - - 14,628,506
3,957,579 4,071,285 5,507,332 - - - 13,536,196
117,992 143,897 537,581 2,875,981 - 3,675,451
1,020 1,370 154,819 - 157,209
399,972 848,040 - - 1,248,012
- 229943 746,802 2,564,048 - 3,540,793
- - - 15,057 15,057
- - - 347,740 347,740
- - - 7,170,928 7,170,928
454,003 1,691,593 3,202 324,826 (84,629) - 98,821 2,487,816
31,857,260 69,172,295 48,519,468 82,074,843 125,305,141 37,729,178 8,184,201 402,842,386
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Notes to the Interim Financial information (continued)

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

(B) Maturity analysis (continued)

201746 H30H
At 30 June 2017
—= =z
B —ERN =@ER +=@R —ERF =AML THEE
On Up to 1to 3 3to 12 1t05 Over [=h:] gt
demand 1 month months months years 5years Indefinite Total
AETT BT BT BNTT BT AETT BSTRE  BNTR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
Liabilities
Deposits and balances from banks
and other financial institutions 1,177,513 10,043,663 7,986,503 7,180,423 - 26,388,102
Financial liabilities at fair value
through profit or loss - 818,956 2,261,915 1,334,581 - - 4,415,452
Derivative financial instruments 101,886 91,080 103,185 84,651 29,879 - 410,681
Deposits from customers 110,893,572 58,218,733 59,324,406 68,449,044 4,483,416 - 301,369,171
Debt securities and certificates of
deposit in issue 57,457 910,398 569,120 3,495,584 - 5,032,559
Other accounts and provisions
(including current and deferred
tax liabilities) 4,583,992 3,437,524 1,605,016 4,039,273 1,296,452 31,088 13 14,993,358
Total liabilities 116,756,963 72,667,413 72,191,423 81,657,092 9,305,331 31,088 13 352,609,323
Net liquidity gap (84,899,703) (3,495,118) (23,671,955) 417,751 115,999,810 37,698,090 8,184,188 50,233,063
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.3 Liquidity Risk (continued)

Assets
Cash and balances with banks

(B) Maturity analysis (continued)

#2016 F12 31 H
At 31 December 2016

and other financial institutions 22,715,971 29,611,612

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
Financial investments
- available-for-sale
- debt securities
- certificates of deposit
- others

- held-to-maturity
- debt securities

- loans and receivables
- debt securities
- others

- equity securities

Investment properties

Properties, plant and equipment

Other assets (including deferred
tax assets)

Total assets

—F =%

B —EARN =A +=EA —ERE RFME THEE
On Up to 1t03 3t012 1t05 Over HifH Hagt
demand 1 month months months years 5years  Indefinite Total
BETT BT BETT BETT BT BT BTt BB
HK$'000  HK$000 HK$000 HK$000 HK$000 HK$000  HK$000 HK$'000
- - - 52,327,583
4,552,714 10,126,985 - - 14,679,699
210,443 2,217,212 1,011,108 - - 3,438,763
- 241,638 - - 241,638
336,361 62,105 150,734 347,276 - - 896,476
6,757,582 6,710,603 10,567,311 36,092,176 85,944,627 39,903,860 478,279 186,454,438
1,780 1,427,406 1,967,532 2,268,436 - - 5,665,154
3,884,572 10,733,506 9,178,135 22,886,731 739,120 47,422,064
4,504,881 11,055 7,612,342 2,778,873 - - 14,907,151
1,673,061 1,679,707 4,415,961 - - 7,768,729
348,456 553,519 1,161,967 - - 2,063,942
- - 1,240,319 - - - 1,240,319
115,373 - 221,646 3,182,477 - - 3,519,496
- - 13,381 13,381
- - 383,830 383,830
- - 6,929,407 6,929,407
357,748 328,403 157,587 85,150  (41,271) - 93,022 980,639
30,169,442 48,528,459 32,385,814 73,394,691 115,913,404 40,642,980 7,897,919 348,932,709
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)
2.3 Liquidity Risk (continued)
(B) Maturity analysis (continued)

#2016 412 A31H
At 31 December 2016

&f&

SRIT B H A SR R
Atk

ATEE( LR ARGE R

ITEEMTA
HEFEHEL
CRTREFEFRENE

HAHRITIR A (BERE R
FARERIR S

—F =%
Bl —EAR =EA +=EF  —ERfFE BEFEME THEE
On Up to 1t03 3to12 1to5 Over HifH Hagt
demand 1 month months ~ months years  5years Indefinite Total
AETT BT BETT BT BlETT BT BT BT
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
Liabilities
Deposits and balances from banks
and other financial institutions 1,331,420 10,457,704 4,835,461 11,125,398 2,700,227 30,450,210
Financial liabilities at fair value
through profit or loss 1,880,498 816,180 526,778 - - - 3,223,456
Derivative financial instruments 110,954 25,609 138,511 535,864 123,306 - 934,244
Deposits from customers 102,970,686 55,417,442 50,119,358 47,365,113 1,654,931 - - 257,527,530
Debt securities and certificates of
deposit in issue - 541,378 554,559 - - 1,095,937
Other accounts and provisions
(including current and deferred
tax liabilities) 8,633,899 1,373,150 1,181,545 4,878,344 948,759 667 17,016,364
Total liabilities 113,046,959 69,154,403 57,091,055 64,972,875 5,981,782 667 - 310,247,741
Net liquidity gap (82,877,517) (20,625,944) (24,705,241) 8,421,816 109,931,622 40,642,313 7,897,919 38,684,968

35



5 NCB 1§ 3% 441

AR RS ORI e Notes to the Interim Financial information (continued)
(&)

2. £REMEEE (&) 2. Financial risk management (continued)

2.3 mehgemEkE (&) 2.3 Liquidity Risk (continued)
(B) EEAH T (&) (B) Maturity analysis (continued)

At FHA H 4358 Y The above maturity classifications have been prepared in accordance with relevant
A CBRITE (P ) provisions under the Banking (Disclosure) Rules. The Group has reported assets
FRA) 2 MR such as advances and debt securities which have been overdue for not more than
Hmid o AEEE R A one month as “On demand”. In the case of an asset that is repayable by different
K 1 ([HE & payments or instalments, only that portion of the asset that is actually overdue is
B BIE R E reported as overdue. Any part of the asset that is not due is reported according to the
55k TR & residual maturity unless the repayment of the asset is in doubt in which case the
EE o BN [ amount is reported as “Indefinite”. The above assets are stated after deduction of
oy HHEREE provisions, if any.

o AR AETH
b 3 B 2 0 o3 e 1R
T - HAREH
Z b U B SR
FErHIR ¥ - B
EHEAEZEE
FHEEE > QS
AT R TR TEEH
By o BMBPRZE
JE EL TR A {7 4H B
B () -

R E H B (& The analysis of debt securities by remaining period to maturity is disclosed in order
HEEH 2 T By to comply with relevant provisions under the Banking (Disclosure) Rules. The
HE GRITEE (B) disclosure does not imply that the securities will be held to maturity.

FAAT) Z M RRFESCT

RN - FT{EREEAR

RIS 750 R

BEEHH -
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.4 HREHE 2.4 Capital Management

A ER B R AR B
PR ER T BUARTE R
B 53 I 58 2L
RENEERBE RS
Ko /NER S (E SR B i
Rl s st (58 R
b ) BTRUERTE - AREE
%Téfﬁfﬁﬁfégﬁﬁﬁﬁﬂ
T sTEEAEEGE
aﬁéﬂfﬂﬁ’%&%%ﬁ?ﬁ
ARELR « ARG EEETER
RS = S =
D R I 2R 1y — f 7 35
BrE TR - AR <<§F%
TEER)E) 5
317C REGE R AR
BT ELAE S 1 4/ g
Fﬁiﬁ’ﬁ?%ﬂ[‘xz =N
3R o AR EE TR AT
(TBER) T B AT E
Hogh 5 B by B A
Ko REEEIB SR FIEE
CEBERERE ) s EA
FHERREE bR E AR -

(A) BEESTaEDE

EEBUENSG G
TR (ERAT3E
A HRA Eﬁﬁiﬁﬁ'

R HE sy B R E

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.
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 the HKMA, exclude its structural FX positions pursuant to section 317C of
the Banking (Capital) Rules 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.

(A) Basis of regulatory consolidation

The consolidation basis for regulatory purposes comprises the positions of the Bank
and certain subsidiaries specified by the HKMA in accordance with the Banking
(Capital) Rules. For accounting purposes, subsidiaries are consolidated in
accordance with HKFRSs.

ZI A EIME - AE
Gt E T E - Rl
TS S
Gk ELE
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AR RS R R Notes to the Interim Financial information (continued)
(&)

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

2.4 BREHE (8) 2.4 Capital Management (continued)
(A) BBELE AR (&) (A) Basis of regulatory consolidation (continued)
GFEIT AR S The particulars of subsidiaries which are included within the accounting scope of
wE M afEESESE consolidation but not included within the regulatory scope of consolidation are as
F R & £ 8 [ P9 Y B follows:
BAEZEEOT ¢
?2017FE 6 H30H 72016 412 H 31 H
At 30 June 2017 At 31 December 2016
B =z KR B
£ Name Total assets Total equity Total assets Total equity
BT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
FEREEIRT(ERA Nanyang Commercial Bank
PRAE] Trustee Limited 16,470 16,360 16,450 16,341
EAEREEEAIR Kwong Li Nam Investment Agency
INH] Limited 4,151 4,024 4,137 4,026
FEEREESRIT (fREE Nanyang Commercial Bank
AN) BIEAHE (Nominees) Limited 1,466 1,466 1,469 1,469
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.4 Capital Management (continued)

(A) Basis of regulatory consolidation (continued)

There were no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation as at 30

June 2017 (31 December 2016: Nil).

Neither were there any subsidiaries which are included within both the accounting
scope of consolidation and the regulatory scope of consolidation where the methods

of consolidation differ as at 30 June 2017 (31 December 2016: Nil).

(B) Capital ratio

CET1 capital ratio

Tier 1 capital ratio

Total capital ratio

#2017 &£ 7 2016 4F
6 §30H 12 H31H
At 30 June At 31 December
2017 2016
12.58% 13.97%
16.21% 13.97%
17.97% 15.85%
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2. Financial risk management (continued)

2.4 BAREE (8

(B) EALER (8)
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2.4 Capital Management (continued)

(B) Capital ratio (continued)

Notes to the Interim Financial information (continued)

The consolidated capital base after deductions used in the calculation of the above

capital ratios is analysed as follows:

CET1 capital: instruments and reserves

Directly issued qualifying CET1 capital
instruments

Retained earnings
Disclosed reserves

CET1 capital before regulatory deductions

CET1 capital: regulatory deductions

Valuation adjustments

Deferred tax assets net of deferred tax
liabilities

Cash flow hedge reserve

Gains and losses due to changes in own
credit risk on fair valued liabilities

Cumulative fair value gains arising from the
revaluation of land and buildings (own-use
and investment properties)

Regulatory reserve for general banking risks

Total regulatory deductions to CET1 capital

CET1 capital
Additional Tier 1 capital

Tier 1 capital

40

R 2017 &£ Ji* 2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
BT AT
HK$'000 HK$'000
3,144,517 3,144,517
29,938,308 28,648,761
7,828,173 6,885,557
40,910,998 38,678,835
(10,079) (18,800)
(130,573) (100,652)
13,737 48,098
(240) (2,983)
(6,258,778) (6,026,176)
(2,269,222) (2,011,223)
(8,655,155) (8,111,736)
32,255,843 30,567,099
9,314,890 -
41,570,733 30,567,099
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.4 Capital Management (continued)

(B) Capital ratio (continued)

A 2017 4£ A 2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
BT BT
HK$'000 HK$’000
Tier 2 capital: instruments and provisions
Collective impairment allowances and
regulatory reserve for general banking risks
eligible for inclusion in Tier 2 capital 1,701,088 1,416,318
Tier 2 capital before regulatory deductions 1,701,088 1,416,318
Tier 2 capital: regulatory deductions
Add back of cumulative fair value gains arising
from the revaluation of land and buildings
(own-use and investment properties) eligible
for inclusion in Tier 2 capital
2,816,450 2,711,779
Total regulatory deductions to Tier 2 capital 2,816,450 2,711,779
Tier 2 capital 4,517,538 4,128,097
Total capital 46,088,271 34,695,196
The capital buffer ratios are analysed as
follows:
2017 4 1 2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
Capital conservation buffer ratio 1.25% 0.625%
Countercyclical capital buffer ratio 0.66% 0.32%
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Notes to the Interim Financial information (continued)

2. Financial risk management (continued)

2.4 Capital Management (continued)

(B) EALER (8)
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(B) Capital ratio (continued)

In accordance with the Banking (Capital) Rules, the phase-in from 2016 to 2019 of the
Capital Conservation Buffer (“CCB”) is designed to ensure banks build up capital outside
periods of stress of 2.5% of risk-weighted assets(‘RWAs”). The countercyclical Capital
Buffer (“CCYB”) which is set on an individual country basis and is built up during periods of
excess credit growth to protect against future losses. The HKMA announced a CCyB for
Hong Kong of 0.625% and 1.25% of RWAs from 1 January 2016 and 1 January 2017
respectively under the phase in arrangements of Basel Ill, equivalent to 2.5% once fully
phased in.

The additional information of capital disclosures is available under section “Regulatory
Disclosures” on the Bank's website at www.nch.com.hk.

(C) Leverage ratio

#2017 48 14 2016 £

6 H30H 12 H31H

At 30 June At 31 December

2017 2016

AT ATT

HK$'000 HK$'000

Tier 1 capital 41,570,733 30,567,099
Leverage ratio exposure 432,037,094 379,536,120
Leverage ratio 9.62% 8.05%

The additional information of leverage ratio disclosures is available under section
“Regulatory Disclosures” on the Bank's website at www.ncbh.com.hk.
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Notes to the Interim Financial information (continued)

3. &EREEMNABIAY 3. Fair values of financial assets and liabilities
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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 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 over-the-counter (“OTC") derivative contracts, debt securities and
certificates of deposit with quote from pricing services vendors.

- 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,
derivative financial instruments and debt instruments with significant unobservable
components.
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Notes to the Interim Financial information (continued)

3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)
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For financial instruments that are recognised in the financial statements on a recurring basis,
the Group determines whether transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

3.1 Financial instruments measured at fair value

The Group has an established governance structure and controls framework to ensure that
fair values are either determined or validated by control units independent of the front offices.
Control units have overall responsibility for independent verification of valuation results from
front line businesses and all other significant fair value measurements. Specific controls
include verification of observable pricing inputs. Significant valuation issues are reported to
Management.
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Notes to the Interim Financial information (continued)

3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)
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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 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.
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Notes to the Interim Financial information (continued)

3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)
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3.1 Financial instruments measured at fair value (continued)

Derivatives

OTC derivative contracts include forward, swap and option contracts on foreign
exchange, interest rate or commodity. The fair values of these contracts are mainly
measured using valuation techniques 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, commodity prices and volatilities.
Unobservable inputs such as volatility surface may be used for less commonly traded
option products which are embedded in structured products. For certain complex
derivative contracts, the fair values are determined based on broker/dealer price
quotations.

Credit valuation adjustments (“CVA") and debit valuation adjustments (“DVA”) are
applied to the Group’s OTC derivatives. These adjustments reflect market factors
movement, expectations of counterparty creditworthiness and the Group’s own credit
spread respectively. They are mainly determined for each counterparty and are
dependent on expected future values of exposures, default probabilities and recovery
rates.
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Notes to the Interim Financial information (continued)

SRIEEFAMBIIA 3. Fair values of financial assets and liabilities (continued)
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3.1 Financial instruments measured at fair value (continued)

(A) Fair value hierarchy

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

Financial liabilities

Financial liabilities at fair
value through profit or loss
- Trading liabilities

Derivative financial
instruments

47

201746 H 30 H
At 30 June 2017

F—ER $E%K F=EBHR fEat
Level 1 Level 2 Level 3 Total
AT AT BT BN
HK$'000 HK$'000 HK$'000 HK$'000
- 4,662,164 - 4,662,164
- 238,655 - 238,655
332,880 75,770 - 408,650
- 72,062,578 - 72,062,578
- - 15,057 15,057
- - 13,536,196 13,536,196
- 4,415,452 - 4,415452
104,460 306,221 - 410,681
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SRIEEFAMBIIA 3. Fair values of financial assets and liabilities (continued)
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Financial assets
Financial assets at fair value
through profit or loss
- Trading assets
- Debt securities
- Financial assets
designated at fair value
through profit or loss
- Debt securities
Derivative financial
instruments
Available-for-sale financial
assets
- Debt securities and
certificates of deposit
- Equity securities
- Others

Financial liabilities

Financial liabilities at fair
value through profit or loss
- Trading liabilities

Derivative financial
instruments

(A) Fair value hierarchy (continued)

3.1 Financial instruments measured at fair value (continued)

2016 412 H 31 H
At 31 December 2016

Notes to the Interim Financial information (continued)

il EREal =2 4z
Level 1 Level 2 Level 3 Total
AT P AT P
HK$'000 HK$'000 HK$'000 HK$'000
- 3,438,763 - 3,438,763
- 241,638 - 241,638
344,483 551,908 85 896,476
- 62,329,215 - 62,329,215
- - 13,381 13,381
- - 7,768,729 7,768,729
- 3,223,456 - 3,223,456
123,638 810,606 - 934,244

There were no financial asset and liability transfers between level 1 and level 2 for
the Group during the period (31 December 2016: Nil).
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3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)

& (&
3.1 AR ESENSMTE 3.1 Financial instruments measured at fair value (continued)
(&)
(B) B=|E@4kHITE B &8 (B) Reconciliation of level 3 items
201746 H 30 H
At 30 June 2017
SRIEE
Financial assets
FiEemTE At E SRR E
G maeosa
Derivative
Financial Hein@ss
Instruments Equity = i
(net) securities Others
BT AT BT
HK$'000 HK$'000 HK$'000
201741 H1H At 1 January 2017 85 13,381 7,768,729
e Gains
- YzssR - Income statement 252,198
- HA A A - Other comprehensive
income
- At EE R - Change in fair value of
NFEE R available-for-sale
securities - 1,676 -
HA Purchases 13,742,654
it Sales (8,227,385)
AL =g Transfers into level 3 - -
= g Transfers out of level 3 (85)
201746 H 30 H At 30 June 2017 - 15,057 13,536,196
J* 2017 ££ 6 A 30 H¥F Total unrealised gain for the
BieREEREN period included in income
ARG RATAREIR statement for financial
Prematt assets held as at 30 June
2017
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Notes to the Interim Financial information (continued)

SRIEEFAMBIIA 3. Fair values of financial assets and liabilities (continued)
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3.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

At 1 January 2016

Gains

- Income statement

- Other comprehensive

income
- Change in fair value of

available-for-sale
securities

Impairment allowance

Purchases

Sales

Settlements

At 31 December 2016

Total unrealised gain for the
year included in income
statement for financial
assets held as at 31
December 2016

50

2016412 H 31 H
At 31 December 2016

BREE
Financial assets
BT eR T E AT R
G Available-for-sale
Derivative f|r1aq?|al assets
Financial By a8 7

Instruments Equity Hitr,
(net) securities Others
AT AT AT
HK$'000 HK$'000 HK$'000
B 4,613 472,067
85 - (26,305)
- (516) -
- 9,284 12,229,735
- - (4,906,768)
85 13,381 7,768,729
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Notes to the Interim Financial information (continued)

3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)
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3.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 30 June 2017 and 31 December 2016, financial instruments categorised as

level 3 are mainly comprised of available for sale financial asset.

For certain illiquid debt instruments, the Group obtains valuation quotations from
counterparties which may be based on unobservable inputs with significant impact on
the valuation. Therefore, these instruments have been classified by the Group as
level 3. The Group has established internal control procedures to control the Group’s

exposure to such financial instruments.

The fair values of unlisted available-for-sale equity shares are determined with
reference to multiples of comparable listed companies, such as average of the
price/earning ratios of comparables, or net asset value, if appropriate comparables
are not available. The fair value is positively correlated to the price/earning ratios of
appropriate comparables or net asset values. Had the net asset value of the
underlying equity investments increased/decreased by 5%, the Group’s other
comprehensive income would have increased/decreased by HK$753,000 (31

December 2016: HK$669,000).
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3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)
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Notes to the Interim Financial information (continued)

3.2 Financial instruments not measured at fair value
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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/from banks and other financial institutions and trade bills
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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 measured at fair value as described in Note 3.1.

Loans and receivables
The fair value of loans and receivables is determined by using the same approach as
those financial asset measured at fair value as described in Note 3.1.

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.

Debt securities and certificates of deposit in issue

B TR Z % e B E B
ffEE 3.1 WA ARERHR
HIE S TR R FREE R A
ZITEEMIE -

The fair value of these instruments is determined by using the same approach as those
debt instruments and certificates of deposit measured at fair value as described in Note
3.1.
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3. &RFEEMEEN/AY 3. Fair values of financial assets and liabilities (continued)
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3.2 Financial instruments not measured at fair value (continued)

Notes to the Interim Financial information (continued)

The following tables set out the carrying values and fair values of the financial
instruments not measured at fair value, except for the above with their carrying values
being approximation of fair values.

Financial assets
Held-to-maturity securities
Loans and receivables

Financial liabilities

Debt securities and
certificates of deposit in
issue

7201746 H30H
At 30 June 2017

2016412 H 31 H
At 31 December 2016

~ REE AR TREE AFE
Carrying value Fair value Carrying value Fair value
BT AT T AT AT
HK$'000 HK$'000 HK$'000 HK$'000
3,832,660 3,858,421 2,063,942 2,109,576
4,788,805 4,804,806 4,759,815 4,773,057
5,032,559 5,085,948 1,095,937 1,104,033
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4. SIREE FRIE 4. Contingent liabilities and commitments
AR B NKIE 2B The following is a summary of the contractual amounts of each significant class of contingent
EATELEEZEES liability and commitment and the aggregate credit risk-weighted amount and is prepared with
HeRE RS R g e 2 reference to the completion instructions for the HKMA return of capital adequacy ratio.

IHE YR 2 4
Fe SRS B U D A

A -
#2017 48 1 2016 4
6 H30H 12H31H
At 30 June At 31 December
2017 2016
AT AT
HK$'000 HK$'000
HEEEEAIEE Direct credit substitutes 9,577,594 16,555,219
BT S A 2 SR A& Transaction-related contingencies 1,459,653 1,540,154
SR S5 > B AR AR Trade-related contingencies 12,850,680 12,158,792
HBEZRENEENE Asset sales with recourse 10,557,851 4,796,235
RSB mAA R Commitments that are unconditionally cancellable
BIsH 2 e without prior notice 84,979,677 81,546,051
HA&HE - HEEIH R Other commitments with an original maturity of
- 1EET - up to one year 1,621,346 1,210,783
1D E - over one year 8,664,068 8,884,742
129,710,869 126,691,976
EEE s IIRESEE Credit risk-weighted amount 19,448,017 21,302,109
{5 & @ i BAE = R The credit risk-weighted amount is calculated in accordance with the Banking (Capital)
(ERITE (BA) #HAD) Rules. The amount is dependent upon the status of the counterparty and the maturity
HE o IEEEEULRRE S characteristics of each type of contract.
HEZERRSEGEZ
FHIRAFE -
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Notes to the Interim Financial information (continued)

5. 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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5. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial information (continued)

BASHT T
Personal Corporate uy=c 51 BE HAr Nt =i 5EE
Banking Banking Treasury  Investment Others Subtotal  Eliminations Consolidated
AT AT AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Half-year ended
30 June 2017
Net interest income/(expense)
- external 61,724 2,039,097 712,553 - - 2,813,374 - 2,813,374
- inter-segment 546,176  (472,003) (74,173) - - - - -
607,900 1,567,094 638,380 - - 2,813,374 - 2,813,374
Net fee and commission
income/(expense) 320,935 477,784 68,942 20 (1,233) 866,448 - 866,448
Net trading gain/(loss) 14,978 320,035  (324,791) (47,344) 19 (37,103) - (37,103)
Net loss on financial instruments
designated at fair value
through profit or loss - - (4,505) - - (4,505) - (4,505)
Net gain on other financial
assets - 28,485 26,773 - - 55,258 - 55,258
Other operating income 55 - - 69,935 2,663 72,653 (62,299) 10,354
Net operating income before
impairment allowances 943,868 2,393,398 404,799 22,611 1,449 3,766,125 (62,299) 3,703,826
Net charge of impairment
allowances (27,921)  (466,714) (142) - - (494,777) - (494,777)
Net operating income 915,947 1,926,684 404,657 22,611 1,449 3,271,348 (62,299) 3,209,049
Operating expenses (513,119)  (650,027) (88,186) (89,340) (33,405) (1,374,077) 62,299 (1,311,778)
Operating profit/(loss) 402,828 1,276,657 316,471 (66,729) (31,956) 1,897,271 - 1,897,271
Net gain from fair value
adjustments on investment
properties - - - 9,220 - 9,220 - 9,220
Net gain from disposal/
revaluation of properties,
plant and equipment - - - 115 - 115 - 115
Profit/(loss) before taxation 402,828 1,276,657 316,471 (57,394) (31,956) 1,906,606 - 1,906,606
At 30 June 2017
Assets
Segment assets 43,547,887 172,235,994 179,261,564 7,548,763 248,178 402,842,386 - 402,842,386
Liabilities
Segment liabilities 103,663,484 207,846,544 39,043,315 3,465 2,052,515 352,609,323 - 352,609,323
Half-year ended
30 June 2017
Other information
Capital expenditure - - - 18.304 - 18,304 - 18,304
Depreciation 4,181 2,258 227 89,335 2,738 98,739 - 98,739
Amortisation of securities - - 32,602 - - 32,602 - 32,602
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Half-year ended
30 June 2016

Net interest income/(expense)

- external
- inter-segment

Net fee and commission
income/(expense)
Net trading gain/(loss)

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/(loss)
Net gain from fair value

adjustments on investment

properties
Net gain from disposal/

revaluation of properties,

plant and equipment

Profit/(loss) before taxation

At 31 December 2016
Assets
Segment assets

Liabilities
Segment liabilities

Half-year ended
30 June 2016
Other information
Capital expenditure
Depreciation

Amortisation of securities

5. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial information (continued)

ELAST AT
Personal  Corporate PHEsETS & Hft Nt BHHE &a
Banking Banking Treasury Investment Others Subtotal  Eliminations ~ Consolidated
BT BT BT BT BTt BT BT BN
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
167,366 1,425,757 585,256 - 2,178,379 2,178,379
313,033 62,185 (375,218) - - -
480,399 1,487,942 210,038 - 2,178,379 2,178,379
350,984 381,889 43,353 22 (1,112) 775,136 - 775,136
20,061 41,886 (74,262) 27,772 (506) 14,951 - 14,951
- - (1,651) - (1,651) (1,651)
- 39,053 77,968 - - 117,021 117,021
76 - - 69,074 4,760 73,910 (62,125) 11,785
851,520 1,950,770 255,446 96,868 3,142 3,157,746 (62,125) 3,095,621
(59,047) (224,681) - - (283,728) - (283,728)
792,473 1,726,089 255,446 96,868 3,142 2,874,018 (62,125) 2,811,893
(479,771) (536,740) (142,794) (95,482) (105,205)  (1,359,992) 62,125  (1,297,867)
312,702 1,189,349 112,652 1,386 (102,063) 1,514,026 1,514,026
- - - 17,120 - 17,120 17,120
- - - 2,812 - 2,812 2,812
312,702 1,189,349 112,652 21,318 (102,063) 1,533,958 1,533,958
39,800,947 153,986,068 147,613,051 7,353,037 179,606 348,932,709 348,932,709
96,078,909 173,305,873 38,952,505 4,123 1,906,331 310,247,741 310,247,741
- - - 77,580 - 77,580 - 77,580
8,005 4,113 170 95,478 (5,195) 102,571 - 102,571
- - 144,024 - - 144,024 - 144,024
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Sey-iilyp g SR Notes to the Interim Financial information (continued)
(&)

5. T EHE (8) 5. Segmental reporting (continued)
(b) fEHHIEEIRES (b) By geographical area
UTERZRENRS The following information is presented based on the principal places of operations of the
N E Y R R subsidiaries, or in the case of the Bank, on the locations of the branches responsible for
SHE > WBARIRTTZE reporting the results or booking the assets:
b RS e g
FEFEERLIRZ 7
EEzive:uvay I
FEEER 20176 H30 H HAFELEEZE 2016 /£ 6 [ 30 H
Half-year ended 30 June 2017 Half-year ended 30 June 2016
BV {E R PERUE 2 AT
ZRRBRA ErERT ZIREULA (BRSTHED)
Net operating vl 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 2,283,006 1,506,064 1,919,029 1,277,830
g e Mainland of China 1,420,820 400,542 1,137,099 226,483
HoAth Others - - 39,493 29,645
=i Total 3,703,826 1,906,606 3,095,621 1,533,958
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Sey-iilyp g SR Notes to the Interim Financial information (continued)
(&)

5. EHRE (8&) 5. Segmental reporting (continued)

(b) FHIEERES (&)  (b) By geographical area (continued)

#H 201746 H30H
At 30 June 2017

WARBE ERIRE
Contingent
B HaE FEREIEE liabilities
Total Total Non-current and
assets liabilities assets commitments
BT BETT BETT BETIT
HK$'000 HK$'000 HK$'000 HK$'000
e Hong Kong 253,113,013 213,056,283 6,775,226 44,633,367
R Y HE Mainland of China 149,729,373 139,553,040 830,843 85,077,502
&t Total 402,842,386 352,609,323 7,606,069 129,710,869
2016 412 H 31 H
At 31 December 2016
ER/S= vl
Contingent
HaEE = IERENERE liabilities
Total Total Non-current and
assets liabilities assets commitments
BT AT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
gzt Hong Kong 213,536,801 185,711,520 6,584,651 40,740,121
s Y HE Mainland of China 135,395,908 124,536,221 814,200 85,951,855
&it Total 348,932,709 310,247,741 7,398,851 126,691,976
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Notes to the Interim Financial Information (continued)

6. Assets pledged as security

As at 30 June 2017, the liabilities of the Group amounting to HK$6,532,811,000 (31
December 2016: HK$3,140,124,000) were secured by assets deposited with central
depositories to facilitate settlement operations. In addition, the liabilities of the Group
amounting to HK$891,549,000 (31 December 2016: HK$889,830,000) were secured by debt
securities and bills related to sale and repurchase arrangements. The amount of assets
pledged by the Group to secure these liabilities was HK$7,419,576,000 (31 December 2016:
HK$4,058,932,000) mainly included in “Trading assets”, “Financial investments” and “Trade
bills”.
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Notes to the Interim Financial information (continued)

7. FEZEREALRE 7. Significant related party transactions

EACIEZS ok

REBEEHERAE BE
EeRERARAE (F
EEE ) R AT R
TR EAEERKDA
fRAE (T dEdfER ) >
PEIEEEHTEARE
FOEAECES (7 B ) 18
g NRSEAIE] (7 B )
PRITAYEIA Emh bt - HKE
I IMER B &K S E
MRAE (TEERST ) &
55

A B AT E R A F
BUSRIT (F/H) ARAH
(ThREE ) MHFAALE
B Y i PR A O 5 Y o B
BEENIFEERFARET
NEIEERH LER 2016
£5H 308 ("4%A D
HEFTACH] > AR B R R
H % HFREERARY -

(a) EEFAT BT
P AL T
TS

(i) B B
NERE R
Mg EeEZH
EfEE (F8) &
RAIRAF (T (F2
A ) ZEH - P
BFEEEEREL
e NE > HEE
(SIS 1S IUN
FolA B0 - BB
B EE A RALAIE
B %5 B 9 42 B 3
f EHEEAEBIR
A B R L

o 3 3 B A Y
St BB B
e -

General information of the parent companies:

The Group’s immediate holding company is Cinda Financial Holdings Co., Limited (“Cinda
Financial Holdings”), the Group’s ultimate holding company is China Cinda Asset
Management Co., Ltd. (“China Cinda”) which is a state-owned financial enterprise
established in the People’s Republic of China (the “PRC”) by the Ministry of Finance (the
“MOF”) and its shares are listed on the Main Board of The Stock Exchange of Hong Kong
Limited ("Hong Kong Stock Exchange").

The Group’s former immediate holding company is Bank of China (Hong Kong) Limited
(“BOCHK?"), which disposed all its interests in the Group to Cinda Financial Holdings, a
indirectly wholly owned subsidiary of China Cinda. The transaction was completed and the
share transfer of the Group effected on 30 May 2016 (the “effective date”).

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

(i) The Group’s immediate holding company is Cinda Financial Holdings which is in
turn controlled by China Cinda (HK) Holdings Company Limited (“Cinda Hong
Kong”). China Cinda is the controlling entity of Cinda Hong Kong and its major
shareholder and de facto controller is MOF, which is one of the ministries under
the State Council of the PRC Government, primarily responsible for state fiscal
revenue and expenditures, and taxation policies.

China Cinda has controlling equity interests in certain other entities in the PRC.
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Notes to the Interim Financial information (continued)

7. FEZEREALAES 7. Significant related party transactions (continued)

(&)

() EEATREAT

P 2 oA ) 4
RS ()

4 B o R (2
WITIZ SR A%
AR Y 2017 4R
6 H 30 H > AfEH
TR TE SR B
% 29,374,557,000
5% (2016 4E 12 H
31 H o oW
28,854,437,000
JL) e 2017 4E F3F
B o [ 5 AL
ILIESE T m AR
A S AR
% 117,863,000 I
(HEMHKLEE
2016 4 6 A 30
H : ki 443,000
K

KERSY BLE EH B
EITHIR BIRE &
PR 1A 2017 4R
6 H 30 H > A&EH
A B R AR Ry o
% 14,579,081,000
I¢ (2016 4 12 B
31 H : & ¥
18,219,000 7T) -
2017 4 P ARBi(E
BEE BN LI
Bt p EAN Y
HE R B
25,863,000 ¢ (H
AR HLE 2016
F6H30H A
1,692,000 77) ©

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

The majority of transactions with China Cinda arises from deposits from customers.
As at 30 June 2017, the related aggregate amount of the Group was
HK$29,374,557,000 (31 December 2016: HK$28,854,437,000). The aggregate
amount of expenses of the Group arising from these transactions with China Cinda
for the first half of 2017 was HK$117,863,000 (from effective date to 30 June 2016:
HK$443,000).

The majority of transactions with Cinda Hong Kong arises from deposits from
customers. As at 30 June 2017, the related aggregate amount of the Group was
HK$14,579,081,000 (31 December 2016: HK$18,219,000). The aggregate amount
of expenses of the Group arising from these transactions with Cinda Hong Kong for
the first half of 2017 was HK$25,863,000 (from effective date to 30 June 2016:
HK$1,692,000).
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Notes to the Interim Financial information (continued)

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

() EEATREAT

P 2 oA ) 4
RS ()
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Z HAth 2~ E 3L B
HEBMERE -
201746 H30 H -
7 % I A ] 2K 7 4
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(2016 4 12 A 31
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3,696,629,000
JC) 2017 4 P4
BLRR A F ] 2
(AR IR S
AR o AR U
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115,238,000 T (H
R HALR 2016 £
6300 f#)-

KER 53 BLEE N S 42
Z H A AT IR
BEFERRE T
Ko Jh 2017 4 6 H
30 H » AEEIFHRAK
TH 4R B 5y ) Ry B
429,585,000 T
(2016 4 12 H 31
H : A
732,259,000 7T )Rk
s 7,846,393,000 IT
(2016 4 12 H 31
H : &
6,171,802,000 7T.) °
2017 L pAEERA
H Y HoAp A F R
R AR
AU RS 4R
o8 R B
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(@) Transactions with the parent companies and the other companies
controlled by the parent companies (continued)

The majority of transactions with other companies controlled by the parent
companies arises from financial investments. As at 30 June 2017, the related
aggregate amount of the Group was HK$3,542,503,000 (31 December 2016:
HK$3,696,629,000). The aggregate amount of income of the Group arising from
these transactions with other companies controlled by the parent companies for the
first half of 2017 was HK$115,238,000 (from effective date to 30 June 2016: nil).

The majority of transactions with other companies controlled by the parent
companies arises from advances to customers and deposits from customers. As at
30 June 2017, the related aggregate amount of the Group was HK$429,585,000
(31 December 2016: HK$732,259,000) and HK$7,846,393,000 (31 December
2016: HK$6,171,802,000)respectively. The aggregate amount of income and
expenses of the Group arising from these transactions with other companies
controlled by the parent companies for the first half of 30 June 2017 was
HK$19,969,000 (from effective date to 30 June 2016: HK$4,274,000) and
HK$70,486,000 (from effective date to 30 June 2016: HK$326,000) respectively.
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7. FEZEREALAES 7. Significant related party transactions (continued)
(&)

(a) BRAF KEATE (&) Transactions with the parent companies and the other companies
el HAL A T T controlled by the parent companies (continued)

RS ()

(i) AEEAERHATZ

(i) The Group’s former immediate holding company is BOCHK, which is in turn

HEER AT
PRAEE - MHIRE
B PRI T
T AMRAE (7
PRAT 3D HEfH o i
ESREAREE
nE (TEE) 2
BRI T 2 e
& IR EIRE
AREEAE
% D EEIEA
CIRNIE S onzic
SMEE S EE
EBHNHAREN
G

DR < > 2 2 P 3t
B 9 R A 2 R

o
% -

Kby BB ERTT
TR A IRE R
Wi EE - W
20164E1H1HZE
A H B R ERTT
L REES AR
PR A RS
AR ST ) Ry R
13,387,000 7T &
¥ 45,056,000
JC °

controlled by Bank of China Limited (“BOC”). Central Huijin Investment Ltd.
(“Central Huijin") is the controlling entity of BOC, and it is a wholly-owned
subsidiary of China Investment Corporation (“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 majority of transactions with BOC arises from money market activities. The
aggregate amounts of income and expenses of the Group arising from these
transactions with BOC from 1 January 2016 to effective date were
HK$13,387,000 and HK$45,056,000 respectively.

KE oy B rh R HE The majority of transactions with BOCHK arises from money market activities.
WTI GRA S The aggregate amounts of income and expenses of the Group arising from these

WHiEEE - H
2016 4£1 A 1 HZE
AR B PR E
G e Sey e
PEERA RS
LRy I R B
1,700,000 7T R %
% 55,251,000 T -

transactions with BOCHK from 1 January 2016 to effective date were
HK$1,700,000 and HK$55,251,000 respectively.
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Notes to the Interim Financial information (continued)

7. FEZEREALAES 7. Significant related party transactions (continued)
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(@) Transactions with the parent companies and the other companies
controlled by the parent companies (continued)

From 1 January 2016 to effective date, the Group sold certain premises to BOCHK
with selling price amounting to HK$187,012,000. The gain from disposal of
premises were approximately HK$1,105,000. The transactions were entered on
normal commercial terms.

The majority of transactions with other companies controlled by the former parent
companies arises from deposits from customers. The aggregate amount of
expenses arising from these transactions from 1 January 2016 to effective date was
HK$39,799,000.

Save as disclosed above, transactions with other parent companies and the other
companies controlled by the parent companies are not considered material.

The Group enters into banking transactions with these entities in the normal course of
business which include loans, financial investments and money market transactions.
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AR RS ORI e Notes to the Interim Financial information (continued)
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7. XEEREANLR S 7. Significant related party transactions (continued)
(&)

(o) BEBFTRE - (TR (b) Transactions with government authorities, agencies, affiliates and other
& - [ s R LA state controlled entities
Bl A E AR
5
drEE A B 4 A R B 7 The Group is subject to the control of the MOF and the control of State Council of the
P i At v ¥ Ko P <8 ~ B PRC Government through CIC and Central Huijin, which also directly or indirectly
LR S A 52 [ B e controls a significant number of entities through its government authorities, agencies,
o —E IR Im A% affiliates and other state controlled entities. The Group enters into banking transactions
i~ (RS - [t with government authorities, agencies, affiliates and other state controlled entities in the
1 Ko Eo A B A e normal course of business at commercial terms.
B B R AR AR

BHMEE - AR
— ik 7R S (R AR B U
AR ~ (REEARAS - 1)
TR R H At B A 22
W T AR AT S

%5 -

B SEEERNE These transactions include, but are not limited to, the following:

BRI 55T -

- fEE S LRSI - lending, provision of credits and guarantees, and deposit taking;
RAIEEZ A

- IRITEZEZFIR & - inter-bank balance taking and placing;
4EER S

- B EE - BH A - sales, purchase, underwriting and redemption of bonds issued by other state
I ] El LAt B 2 controlled entities;
BERFATETZE5

- FRMLSNE - PERORAH - rendering of foreign exchange, remittance and investment related services;
BT ERIRTS

- fREEEES & - provision of fiduciary activities; and

- BEEAIESE R - purchase of utilities, transport, telecommunication and postage services.
TH -~ &EE KBk
7% e
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Notes to the Interim Financial information (continued)

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

) EEmEAR
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TEH
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(d) BN THIGEER

#2017 4 6 H 30
Ho RETHERFE
B i — s
ERRETESE
A 0 JE S R JE AT B
J& o B SR IE A oy
AR B K
62,631,000 77( 2016
412 A 31 H :
777,815,000 7T) K
#Eir 925,152,000 TC
(2016 4 12 A 31
H = & &
277,885,000 7T )

(c) Key management personnel

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:

PEGEHRE FELHEE

2017 £ 2016 £
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT AT
HK$'000 HK$'000
Salaries and other short-term employee
benefits 28,839 17,634
Post-employment benefits 882 853
29,721 18,487

(d) Balances with subsidiaries

As at 30 June 2017, the aggregate sums of amounts due from subsidiaries and
amounts due to subsidiaries of the Bank arising from transactions entered into during
the normal course of business at commercial terms are HK$62,631,000 (31 December
2016: HK$777,815,000) and HK$925,152,000 (31 December 2016: HK$277,885,000)
respectively.
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Notes to the Interim Financial information (continued)

8. International claims

The below analysis is prepared with reference to the completion instructions for the HKMA
return of international banking statistics. International claims are exposures to counterparties
on which the ultimate risk lies based on the locations of the counterparties after taking into
account the transfer of risk, and represent the sum of cross-border claims in all currencies
and local claims in foreign currencies. 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 international claims of the Group are shown as follows:

BH2017&#£6 H30H
At 30 June 2017
FESRITRANASE
Non-bank private sector

IFERAT B

SRR ISRl

EJitE  Non-bank AN
$RFT Official financial Non-financial et
Banks sector institutions private sector Total
AgTo BT B%To AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Mainland of China 54,686,343 4,365,775 97,538 32,435,485 91,585,141
Hong Kong 2,212,497 250,772 3,558,834 34,359,274 40,381,377

#2016 412 H 31 H
At 31 December 2016

FESRTTRA R
Non-bank private sector
IESRTT B
R FEl
Bt Non-bank VN5
ST Official financial  Non-financial Yt
Banks sector institutions  private sector Total
BT BETT AT AHETIT AHETIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Mainland of China 48,470,053 1,820,537 216,198 31,209,791 81,716,579
Hong Kong 2,368,664 14,781 3,929,130 34,635,628 40,948,203
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Notes to the Interim Financial information (continued)

9. Non-bank Mainland exposures

BIRIRIT A 5 B T HY 3t
1 B R AR gE Z 3 i 5 2
RAEMAMERZ 28
R AVIERIS RS 2 H%
T AEUA1 B L 32 JE e 2501 o
3 - PhER BT AR T R
HREBERITRBZIMEL
F] 2 Pt A

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 Mainland activities, which includes the Mainland
exposures extended by the Bank and its banking subsidiary.

R 2017&E£ 6 F30H
At 30 June 2017

HEAR HEAR
SRR =AY FINY
HH [ R AR
ltems in On-balance Off-balance  #EEFE&RE
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT AT
HK$'000 HK$'000 HK$'000
POREE - FREURS AR Central government, central
T - B AT REE government-owned entities and their
3% subsidiaries and joint ventures 1 35,641,245 2,180,213 37,821,458
HoOAFBUR ~ #O5BURRFERY Local governments, local
i - HIfE AT REE government-owned entities and their
Nioe subsidiaries and joint ventures 2 16,082,047 3,865280 19,947,336
mEEE AN ERECEAMfFE  PRC nationals residing in Mainland or
NEE RS ~ B fE other entities incorporated in
H NGB Mainland and their subsidiaries and
joint ventures 3 67,813,600 20,199,543 88,013,143
NeEFsfE R —IEf g Other entities of central government
JF Y At fhE not reported in item 1 above 4 4,252,426 1,527 4,253,953
KefEfe Faltss —IE# 58 Other entities of local governments not
JF IR ECAt AR reported in item 2 above 5 12,013 - 12,013
R EEEINEREFESNTE PRC nationals residing outside
e - HEREAN Mainland or entities incorporated
E& outside Mainland where the credit is
granted for use in Mainland 6 11,650,798 1,669,316 13,320,114
HZ 5 FmEEREEIE  Other counterparties where the
BEAR B IEIRT TIPS exposures are considered to be
HRYE non-bank Mainland exposures 7 5,187,280 - 5,187,280
Hast Total 8 140,639,409 27,915,888 168,555,297
HUBCER SR A B EYEE Total assets after provision 9 410,368,273
LEABENTER &I On-balance sheet exposures as
(B EMEEE 5L percentage of total assets 10 34.27%
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9. JESRITHYAtEBSE&IE 9. Non-bank Mainland exposures (continued)
(&|)

Notes to the Interim Financial information (continued)

#2016 /£ 12 H 31 H
At 31 December 2016

HEAMR HEAMR
SEEHE FNHY I
THH B ARYE R ENE
ltems in On-balance  Off-balance  4&JE\[G&IE
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT AT
HK$'000 HK$'000 HK$'000
R T ~ PR EREFARY  Central government, central
T - B AT REE government-owned entities and their
13 subsidiaries and joint ventures 1 28,854,624 1,044,272 29,898,896
HoOAFBUR ~ #OFBURRFERY Local governments, local
i - HIfE AT REE government-owned entities and their
fioe subsidiaries and joint ventures 2 13,366,609 3,841,924 17,208,533
hEEE N ERECEAMfFE  PRC nationals residing in Mainland or
NEE RS ~ B fE A other entities incorporated in
H RSB Mainland and their subsidiaries and
joint ventures 3 61,933,453 27,467,692 89,401,145
NEFhfE R —IEf g Other entities of central government
TF R Ho At fdE not reported in item 1 above 4 4,213,992 - 4,213,992
KefEfe Faltss —IE# 58 Other entities of local governments not
JF IR ECAt AR reported in item 2 above 5 11,889 - 11,889
hEEEINEREFESNTE PRC nationals residing outside
e - HEREATN Mainland or entities incorporated
E& outside Mainland where the credit is
granted for use in Mainland 6 10,974,129 2,089,606 13,063,735
HAMAZ S FimEER&IE  Other counterparties where the
BEAR BRI TIPS exposures are considered to be
HRYE non-bank Mainland exposures 7 4,902,964 - 4,902,964
HaEt Total 8 124,257,660 34,443,494 158,701,154
HIRAE (S AR i & A SRR Total assets after provision 9 356,683,339
LEABENTER K On-balance sheet exposures as
(B EMEEHE 5L percentage of total assets 10 34.84%
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