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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 gain/(loss)

Net gain/(loss) on financial instruments 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

FELEHER FEGEE
2018 & 2017 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2018 2017
AT BT T
HK$'000 HK$'000
6,416,892 4,925,618
(3,204,060) (2,112,244)
3,212,832 2,813,374
908,573 898,631
(39,813) (32,183)
868,760 866,448
106,882 (37,103)
277,486 (4,505)
75,628 55,258
11,301 10,354
4,552,889 3,703,826
(154,487) (494,777)
4,398,402 3,209,049
(1,552,746) (1,311,778)
2,845,656 1,897,271
11,480 9,220
4,072 115
2,861,208 1,906,606
(441,667) (358,076)
2,419,541 1,548,530




5 NCB 1§ 3% 441

ARG EE R

HER

HRA A EH B RN
IHH
A SEE LR AR A 2L
IR TR
A eEE L AR 2L
T Z ety TRV THE S
=

FoiE:
PRl
PRI

Hig T EH B WS R
IHH
A EEBET A A2 HUR
e YEB LA
A AEEEET A A AR
aeHER LR Z A fEE
&
THEME A ZREE(L

N E N O (E R bt AFAM
EHERRIAE TR 2
BENOBHENER

A R EE bat AH A4
WA A% L 2 DL
ERECAFEt R A B
Hfr B ERER

TR

Income

Profit for the period

Items that will not be reclassified subsequently

to income statement:

Equity instruments at fair value through other
comprehensive income:
Change in fair value of equity instruments at
fair value through other comprehensive
income

Premises:
Revaluation of premises
Deferred tax

Items that may be reclassified subsequently to

income statement:

Debt instruments at fair value through other
comprehensive income:

Change in fair value of debt instruments at
fair value through other comprehensive
income

Changes in allowance for expected credit
losses

Release upon disposal of debt instruments
at fair value through other comprehensive
income reclassified to income statement

Amortisation with respect to debt
instruments at fair value through other
comprehensive income transferred to at
amortised cost reclassified to income
statement

Deferred tax

Condensed Consolidated Statement of Comprehensive

FEGEHD FEEHE
2018 £ 2017 4

6 H30H 6 530 H
Half-year ended Half-year ended
30 June 30 June
2018 2017
AT AT T
HK$'000 HK$°000
2,419,541 1,548,530
306 -
240,356 251,865
(34,044) (36,518)
206,312 215,347
206,618 215,347
55,020 -
25,493 -
(2,644) -
5,237 -
(44,342) -
38,764 -
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Condensed Consolidated Statement of Comprehensive

Income (continued)

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

Change in fair value of hedging instruments
under net investment hedges
Currency translation difference

Other comprehensive income for the
period, net of tax

Total comprehensive income for the period

PLEEHE R R
2018 & 2017 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2018 2017
AT BT T
HK$'000 HK$'000
- 95,072
- (26,774)
- 3,230
- (2,875)
- 68,653
- 48,036
- (12,009)
- 36,027
58,124 -
(198,516) 364,648
(101,628) 469,328
104,990 684,675
2,524,531 2,233,205
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Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other
financial institutions

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

Financial assets at fair value through
profit or loss

Derivative financial instruments

Advances and other accounts

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

7 2018 &£ A 2017 4F

6 H30H 12H31H
At 30 June At 31 December
2018 2017
AT AT
HK$'000 HK$'000
49,663,695 67,735,761
4,263,130 6,114,423
10,979,467 4,142,283
573,565 400,843
259,507,354 234,696,791
102,356,781 111,250,900
314,182 302,702
7,577,770 7,386,981
209,900 222,516
1,351,242 2,808,938
436,797,086 435,062,138
20,308,202 27,735,507
4,231,874 4,345,543
386,940 397,796
332,354,492 325,415,639
6,919,024 6,781,208
17,743,378 17,145,204
517,819 362,383
732,533 789,778
383,194,262 382,973,058
3,144,517 3,144,517
41,143,417 39,629,673
44,287,934 42,774,190
9,314,890 9,314,890
53,602,824 52,089,080
436,797,086 435,062,138
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Condensed Consolidated Statement of Changes in Equity

it
Reserves
TRt
SR A
S
Reserve for
EE fair value e
HHNEAT R B changes of  #fif A
B Additional EAEEE Premises available- Cash flow BB WRE HEEF
Share equity  Capital revaluation for-sale Hedges Regulatory Translation Retained 4azt
capital instruments _ reserve reserve securities reserve reserve* reserve earnings Total
BT BT BT BT AT BT T BHETT AT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2017EL1HLH At 1 January 2017 3,144,517 - 605 5,662,281 (246,865) (48,098) 2,011,223  (439,343) 28,600,648 38,684,968
HAA 2 Profit for the period - - - - - - - - 1,548,530 1,548,530
HoAth TS - Other comprehensive
income:
FEiE Premises - - - 215,347 - - - - - 215,347
a it EERE R Available-for-sale
securities - - - - 68,653 - - - - 68,653
IR TR B N Change in fair value
THRZARES of hedging
1t instruments under
cash flow hedges - - - - - 36,027 - - - 36,027
R Currency translation
difference - - - 7,396 (3,011) (1,666) - 361,929 - 364,648
EiElent Total comprehensive
income - - - 222,743 65,642 34,361 - 361,929 1,548,530 2,233,205
BTHEINEART A Issue of additional
equity instruments® - 9,314,890 - - - - - - - 9,314,890
RS ] BT R Transfer from retained
eamnings - - - - - - 257,999 - (257,999) -
2017 4£6 H 30 H At 30 June 2017 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
20177 HLIH At 1 July 2017 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
HAA Profit for the period - - - - - - - - 1,707,702 1,707,702
HAth S - Other comprehensive
income:
BEiE Premises - - - 147,296 - - - - - 147,296
FEMZSEFETE Actuarial gains on
ZAER AR defined benefit
plan - - - - - - - - 2,555 2,555
AT R Available-for-sale
securities - - - - (228,461) - - - - (228,461)
IR B N Change in fair value
THRZAREE of hedging
1B instruments under
cash flow hedges - - - - - 15,808 - - - 15,808
I EE R Change in fair value
THZAESE of hedging
= instruments under
net investment
hedges - - - - - - - (77,452) - (77,452)
el S A Currency translation
difference - - - 9,188 (3,492) (2,071) - 519,194 - 522,819
RIS 48 EH Total comprehensive
income - - - 156,484 (231,953) 13,737 - 441,742 1,710,257 2,090,267
TAEESNE AT B2 E, Distribution payment
for additional equity
instruments - (234,250) - - - - - - - (234,250)
S ] BT R Transfer from retained
eamings - 234,250 - - - - 260,566 - (494,816) -
jA20174£12 H31 H  At31 December 2017 3,144,517 9,314,890 605 6,041,508 (413,176) - 2,529,788 364,328 31,106,620 52,089,080

1. J4 2017 9 ARFRITHAT NS 93.15 (EIT(A7T 12 17)
AR BE R — B AR S HINEART A )
E B TRAER 3,611 HITAT AN » WtEEINE
AT E AT «

1. During the year 2017, 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.
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At 1 January 2018

As previously reported

Opening adjustments

Balance after opening
adjustments

Profit for the period
Other comprehensive
income:
Premises
Financial instruments
at fair value
through other
comprehensive
income
Change in fair value
of hedging
instruments under
net investment
hedges
Currency translation
difference

Total comprehensive
income

Distribution payment
for additional equity
instruments

Transfer from retained
earnings

At 30 June 2018
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JE 2 i (CBAE AR AR B A A T T

e ) -

Condensed Consolidated Statement of Changes in Equity

(continued)

1]
Reserves

AfE

BbET AHME

[afveai=ai

EE Reserve for

FHNEATR B fair value

A Additional  EAREHE Premises  through other B SR BEEM

Share equity Capital revaluation comprehensive Regulatory  Translation Retained gt
capital _instruments reserve reserve income reserve* reserve earnings Total
T BT BT T BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
3,144,517 9,314,890 605 6,041,508 (413,176) 2,529,788 364,328 31,106,620 52,089,080
- - - - 19,226 (186,443) - (608,119) (775,336)
3,144,517 9,314,890 605 6,041,508 (393,950) 2,343,345 364,328 30,498,501 51,313,744
- - - - B - - 2,419,541 2,419,541
- - - 206,312 - - - - 206,312
- - - - 39,070 - - - 39,070
- - - - - - 58,124 - 58,124
- - - (3,153) 2,798 - (198,161) - (198,516)
- - - 203,159 41,868 - (140,037) 2,419,541 2,524,531
- (235,451) - - - - - - (235,451)
- 235,451 - - - 368,254 - (603,705) -
3,144,517 9,314,890 605 6,244,667 (352,082) 2,711,599 224,291 32,314,337 53,602,824

* 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.
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BEGFEHESRER Condensed Consolidated Cash Flow Statement

FELERE AL E

2018 4E 2017 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2018 2017
BETT AT
HK$'000 HK$'000
s HEnE Cash flows from operating activities
AT CRE) /A Operating cash (outflow)/inflow before
taxation (15,777,027) 8,663,719
TR ARER Hong Kong profits tax paid (106,900) (116,096)
SEAESNFISRR Overseas profits tax paid (43,894) (161,833)
e HE (R /RARE Net cash (outflow)/inflow from operating
activities (15,927,821) 8,385,790
REEEHERE Cash flows from investing activities
W AWIZE ~ B8 Rkl Purchase of properties, plant and equipment (57,332) (18,304)
HEYIZE - 25 RS H TS POE Proceeds from disposal of properties, plant
and equipment 32 -
EEGRERTIFHE Net cash outflow from investing activities (57,300) (18,304)
REEBHERE Cash flows from financing activities
STIES S 5 AR Issue of debt securities and certificates of
deposit 137,816 3,936,622
STEIMNEA TR Issue of additional equity instruments - 9,314,890
TAEEINEATHER Distribution payment for additional equity
instruments (235,451) -
MEEEHe (R /RARE Net cash (outflow)/inflow from financing
activities (97,635) 13,251,512
e REERBSIEE (&) /0 (Decrease)l/increase in cash and cash
equivalents (16,082,756) 21,618,998
W1 H1HZRSG NEERSTEH Cash and cash equivalents at 1 January 61,511,114 47,568,728
PEREEHIN G N EREIRSIEEHR  Effect of exchange rate changes on cash and
2 cash equivalents (168,118) 1,073,953
6 B 30 BZzH&kERBELIEH Cash and cash equivalents at 30 June 45,260,240 70,261,679
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Notes to the Interim Financial information

1. ERIEER TEeEER 1. Basis of preparation and significant accounting policies

(a) mBLEAE
BEr B B > TR IaE
ABEEHEI A G FTR M 2 B
GEEAIEE345E T RS
& M -

(b) FEEHBUR
A B R ATER 2
T BURKETREIEE » B
TZE(Y2018FE1H1H A
R RER S 2N > 18
HE2017F12A31H -~
KRS R 2 i
R —80 W HEE A
20174 7 AR T s — B B

o

BRI 2018521 F 1H
HERABNEHEEERER
Z BA S EAEREY 2 R R A8

o

(a) Basis of preparation

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

(b) Significant accounting policies

The significant accounting policies adopted and methods of computation used in the
preparation of the interim Financial information are consistent with those adopted and
used in the Group’s annual financial statements for the year ended 31 December 2017
and should be read in conjunction with the Group’s Annual Report for 2017 except for
those impacted by the new standards that became effective on 1 January 2018, as
stated below.

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 2018

*EIREH  FE

Applicable for
B B3]/ B8 AR financial years
Standards/Amendments/ Int Content beginning on/after
EAM B S AEREE 9 9% SR THE 201841 H1H
HKFRS 9 Financial Instruments 1 January 2018
HAEI GRS HEAIE 15 57 TR P EERIA 201841 H1H
HKFRS 15 Revenue from Contracts with Customers 1 January 2018
B SRS 15 9% (K1EET) WEE RSN 15 SERR & P AR ARES 20181 H1H
Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from Contracts with 1 January 2018

Customers

B SRS R RS 22 5f SNIERT S RITEN EHE 2018 1 H1H
HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance Consideration 1 January 2018
eI 40 9f (&MEET) FEE M 5o 201841 H1H
Amendments to HKAS 40 Transfers of Investment Property 1 January 2018

FEEETHRAN2018E1H1
H B ARAY & 5T 2R
SN T R A s i e AR 5 9
5~ WA B REERFE15
e~ HAEET RaekE - A%
3004 A HR AT R AL AL AR
B AR AR ~ B
FEET

The Group has applied HKFRS 9, HKFRS15, other amendents and HK(IFRIC) effective
for annual periods beginning on or after 1 January 2018, for the first time. The Group
has not adopted early any other standard, interpretation or amendment that has been
issued but is not yet effective.
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1. BEERER FEEESKE 1. Basis of preparation and significant accounting policies (continued)
(&)
(b) EEEHBR (8

Notes to the Interim Financial information (continued)

(b) Significant accounting policies (continued)

E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and
AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018
Z AR EEERAY A & (continued)

5] (%)

BB ELERIS 9 9E
MR TH | AR
e Al L2 IH H R AT P
E& PR E B Gt R
55 39 S M FTA SeRIARY
TN B R GEANSE 9
Bt o ARSI A RET
B B E R BT E R ART
E - TSR AEAEE 9
SRS ARVEIIRAIT -

0) MR

SERAE
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T EA R
(1) DA B e A1 12 G st
2 QLanEZEbEtA
HAth Uz (F & T2
(B 7 #) ELAY 51 52 70 8
B 0 BORESN  FTAEA
{E SEE) 5t AH A 42 HIT
&) o HEBAREE
P ABRIFREETE -

R R ) S A A8 T
WEE - ZARAFE AR HE
WFHERE © 3% 3 BHHURI A
FEB M T R AV
B DU TEAEEIE
SRR -

« HKFRS 9 “Financial Instruments”, bringing together all phases of the financial

instruments project to replace HKAS 39 and all previous versions of HKFRS 9. The
standard introduces new requirements for classification and measurement, impairment
and hedge accounting. The changes introduced in HKFRS 9 are highlighted as
follows:

(i) Classification and Measurement

Financial assets

Financial assets are required to be classified into one of the following measurement
categories: (1) measured subsequently at amortised cost (AC), (2) measured
subsequently at fair value through other comprehensive income (FVOCI, all fair value
changes other than interest accrual, amortisation and impairment will be recognised in
other comprehensive income) or (3) measured subsequently at fair value through profit
or loss (FVPL). Classification is to be made on transition, and subsequently on initial
recognition. The classification depends on the entity’s business model for managing its
financial instruments and the contractual cash flow characteristics of the instruments.
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HHARA RS B Notes to the Interim Financial information (continued)
(&)

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

(b) FEFHBER (&) (b) Significant accounting policies (continued)
E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and
AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018
Z A BRI AR & & (continued)
A7 (&)

() 7kata (F)

EREE (8D

WA ER B A B — Tl
THETRER > Ha
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SEREBS AR R A A
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Hetitzs TR LA
EfFREETE - FRIEESE
HEIELTRAT G
FfdiE AR E - FPATER
TR R iy iteas TERF

& - HFTH HALRIE RS
MECE > AT AATERR Y
TR ATl 45 - %
REF R EEE A E
Wt SRS TRERE Y E A
g - 1 F R BN
& - SEE R
IR R RN - B
WHUR S HIRERIREST. > e
SRR R R AIHERE. -

(i) Classification and Measurement (continued)

Financial assets (continued)

A financial instrument is subsequently measured at amortised cost only if it is a debt
instrument, and the objective of the entity’s business model is to hold the asset to
collect the contractual cash flows, and the asset's contractual cash flows
characteristics represent only unleveraged payments of principal and interest. A debt
instrument is subsequently measured at fair value through other comprehensive
income if it is held in a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets and the instrument fulfils the
contractual cash flows characteristics. All other debt instruments are to be measured
at fair value through profit or loss.

Equity instruments are generally measured subsequently at fair value with limited
circumstances that cost may be an appropriate estimate of fair value. Equity
instruments that are held for trading will be measured at fair value through profit or
loss. For all other equity investments, an irrevocable election can be made at initial
recognition to recognise unrealised and realised fair value gains and losses in other
comprehensive income without subsequent reclassification of fair value gains and
losses to the income statement even upon disposal. Dividend income is recognised in
the income statement when the right to receive payment is established.

10
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HHARA RS B Notes to the Interim Financial information (continued)
(&)

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

(b) FEFHBER (&) (b) Significant accounting policies (continued)
E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and
AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018
Z A BRI AR & & (continued)
A7 (&)

() 7kata (F)

SR

BT AR LD -
SRl A
A EORE T EAGH
55 39 BRAVER A RS
ﬂ?gT °

REHBAEERRE - 2
RINAR R R R AT
EEREENEH D HE
i) - EmafREEE
JR\BR AV T Y A T
EEE) - BRI EAM R
YA - Ui Bk TRAEER
FR R L 23 R BB I U s
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HEVNEEEE Ol LRl
BIAN L ESBFEIIRR
Wk - HEEA G
FEFERCHE L > FRAEFIAATE
RE A ERTEE - R
BEMCEERTEFAL - PRI HE:
fil = IR AY B AR EAR R
ATEHTHEREEN
EAT R R ORI - JEfT
EADHERACER IR DL O

B E LR R E) - IR
REEEFEIEAEER
Pl T 5 | BA R
NS S Eay S

(i) Classification and Measurement (continued)
Financial liabilities

Except for the two substantial changes described below, the classification and
measurement requirements of financial liabilities have been basically carried forward
with minimal amendments from HKAS 39.

The accounting for fair value option of financial liabilities were changed to address own
credit risk. The amount of change in fair value attributable to changes in the credit risk
of the financial liabilities will be presented in other comprehensive income. The
remaining amount of the total gain or loss is included in the income statement. If this
creates or enlarges an accounting mismatch in profit or loss, then the whole fair value
change is presented in the income statement. The determination of whether there will
be a mismatch will need to be made at initial recognition of individual liabilities and will
not be re-assessed. Amounts presented in other comprehensive income are not
subsequently reclassified to the income statement but may be transferred within
equity. This removes the volatility in profit or loss that was caused by changes in the
credit risk of liabilities elected to be measured at fair value. It also means that gains
caused by the deterioration of an entity's own credit risk on such liabilities will no
longer be recognised in profit or loss.

11
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Notes to the Interim Financial information (continued)

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

(&)
(b) EEREEHBER (&)

BRI 2018521 5 1H
ERBNEHFEREERER
Z B S E AR R R &
7] (8D

() 7kata (HE)
ERE s (8D

WZAEHIREUH T8N &
BEEAEAIZE 39 SEAR
Bl b i i L
P R IR T A R TR
AERR LA e fEE T RAYE

A 2018 45 1 A 1 HiEg
B> AEHCH S SRS
FE R S il R (R T A

1 - SRAE ARG TR

39 9 KRR HKFRS 9 2

THIEE g EENE

JAMSEE 2 - BEh EEE
(i) gt (e

Z ARG ARy Kol
WERRTHEHE IR AV
TG R B A -

BB - ZAER SR
FAEVIATER ST H
B FRAZEL 12 {8 B B TEER
EHER - EEMIELE
AR & R (S AR
HEERIMAYIE L > AR
BBty T EAYEE
B A W RE SR TH (5 4R
K o RHERIH G LA R
A F & ST R Rl
B DAREE bt AR
ft = R ST A
B LR ~ BRORH R
BHERE FHYRERE -

(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 2018
(continued)

(i) Classification and Measurement (continued)

Financial liabilities (continued)

The standard also eliminates the exception from fair value measurement contained in
HKAS 39 for derivative financial instruments that are linked to and must be settled by
delivery of an unquoted equity instrument.

Upon transition, the Group has performed a detailed analysis for each class of the
Group’s financial assets and financial liabilities on 1 January 2018. The original
measurement categories under HKAS 39 and the new measurement categories under
HKFRS 9 are explained in Note 2 - Transition disclosures..

(i) Impairment

The standard introduces a new, expected-loss impairment model that requires more
timely recognition of expected credit losses. Specifically, it requires entities to account
for 12 months expected credit losses from inception when financial instruments are
first recognised and to recognise full lifetime expected credit losses on a more timely
basis when there have been significant increases in credit risk since initial recognition.
The impairment for financial instruments that are subsequently measured at amortised
cost, fair value through other comprehensive income (debt instruments), loan
commitments and financial guarantees will be governed by this standard.
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SRR B BRI R
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1. BEERER FEEESKE 1. Basis of preparation and significant accounting policies (continued)
(&)
(b) EEEHBR (8

Notes to the Interim Financial information (continued)

(b) Significant accounting policies (continued)

E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and
AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018
Z AR EEERAY A & (continued)

5] (%)

(i) sl ()

(i) Impairment (continued)
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The standard introduces a forward-looking expected loss (ECL) approach. The Group
is required to record an allowance for expected losses for all loans and other debt
financial assets not held at FVPL, together with loan commitments and financial
guarantee contracts. The allowance is based on the expected credit losses associated
with the probability of default in the next twelve months unless there has been a
significant increase in credit risk since origination, in which case, the allowance is
based on the probability of default over the life of the asset.

The Group has established a policy to perform an assessment at the end of each
reporting period of whether credit risk has increased significantly since initial
recognition by considering the change in the risk of default occurring over the
remaining life of the financial instrument. To calculate lifetime ECL, the Group
estimates the risk of a default occurring on the financial instrument during its expected
life. ECLs are estimated based on the present value of expected credit losses over the
remaining expected life of the financial asset discounted at the effective interest rate of
the loan. 12-month ECL are a portion of the lifetime ECL and represent the lifetime
cash shortfalls that will result if a default occurs in the 12 months after the reporting
date (or a shorter period if the expected life of a financial instrument is less than 12
months), weighted by the probability of that default occurring.
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Notes to the Interim Financial information (continued)

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

(&)
(b) EEREEHBER (&)

BRI 2018521 5 1H
ERBNEHFEREERER
Z B S E AR R R &
7] (8D
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(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 2018
(continued)

(i) Impairment (continued)

Loans are grouped into Stage 1, Stage 2 and Stage 3, based on the applied
impairment methodology, as described below:

- Stage 1 — Performing loans: when loans are first recognised, an allowance based on
12-month expected credit losses are recognised.

- Stage 2 — Underperforming loans: when a loan shows a significant increase incredit
risk, an allowance for the lifetime expected credit loss are recorded.

- Stage 3 — Impaired loans: the lifetime expected credit losses for these loans are
recognised.

In addition, interest income is accrued on the amortised cost of the loan net of
allowances in Stage 3.
« Forward looking information

The Group incorporates forward-looking information in the measurement of ECLs.

The Group considers forward-looking information such as macroeconomic factors
(e.g., unemployment, GDP growth, interest rates and house prices) and economic
forecasts. To evaluate a range of possible outcomes, the Group formulates three
scenarios: a base case, a worse case and a better case.
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1. BEERER FEEESKE 1. Basis of preparation and significant accounting policies (continued)
(&)
(b) EEEHBR (8

Notes to the Interim Financial information (continued)

(b) Significant accounting policies (continued)

E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and
AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018
Z AR EEERAY A & (continued)
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(i) sl ()

(i) Impairment (continued)

* HiTHE

oiF

B (

&

)

=/

BN RN A BERY
IEH BRI TR
T F] REEL BB
GEOL o T R EE( LAY
T L A3 HH B 4 =
ABAVEER - N
I ASRATEH R AT
PETRIAR GG FE IR
IR EME 7 Rk AE A M -

ARG HIE FIRL AR T
DN SR ERAT: SPA S I
o R Rt s e B
P A JE A [R5 5 2
Al > R A HEATIE

R -

AREETHFEE B
HEAERIEE 9 9RIETHY
A S R N

S R E 2R AT
LEEENE - Y 2018 4 1
H 1 HEH HKFRS 9
MR Z RV E N
MftsE 2 - @IER R

« Forward looking information (continued)

The base case scenario represents the more likely outcome resulting from the
Group’s normal financial planning and budgeting process, while the better and
Worse case scenarios represent more optimistic or pessimistic outcomes. For each
scenario, the Group derives an ECL and apply a probability weighted approach to
determine the impairment allowance.

The Group uses published external information from private economic forecasting
services. Both the risk and finance management teams will need to approve the
forward-looking assumptions before they are applied for different scenarios.

The Group expects the impairment charge under HKFRS 9 to be more volatile and
to result in an increase in the total level of current impairment allowances. The
impact of adoption of HKFRS 9's impairment requirements as at 1 January 2018 is
explained in Note 2 - Transition disclosures.

15



5 NCB 1§ 3% 441

AR BRI EE Notes to the Interim Financial information (continued)
(&)

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

(b) FEFHBER (&) (b) Significant accounting policies (continued)
E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and
AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018
Z A BRI AR & & (continued)
A7 (&)
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(iii) Hedge accounting

The requirements related to hedge accounting would better align the accounting
treatments with risk management activities and enable entities to better reflect these
activities in their financial statements. It relaxes the requirements for assessing hedge
effectiveness which more risk management strategies may be eligible for hedge
accounting. It also relaxes the rules on using non-derivative financial instruments as
hedging instruments and allows greater flexibility on hedged items. Users of the
financial statements will be provided with more relevant information about risk
management and the effect of hedge accounting on the financial statements.

The Group has chosen not to restate comparative information and has recognised the
transitional adjustments against the opening balance of equity at 1 January 2018. Total
estimated transitional adjustment (net of deferred tax) of the adoption of HKFRS 9
reduces the opening balance of the Group’s equity at 1 January 2018 by approximately
HK$775,336,000. The total capital ratio decreased by around 28 basis points.

» The HKFRS 15, “Revenue from Contracts with Customers”, establishes a new model to
account for revenue arising from contracts with customers. Under HKFRS 15,
revenue is recognised at an amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods or services to a customer.
The principles in HKFRS 15 provide a more structured approach for measuring and
recognising revenue. HKFRS 15 also includes a set of disclosure requirements about
revenue from customer contracts. The Group adopted HKFRS 15 using the modified
retrospective method of adoption. The application of this standard does not have a
material impact on the Group’s financial statements.

16



) NCB #:f 7% 441

AR S BT 5 Notes to the Interim Financial information (continued)
(&)

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

(b) FEFHBER (&) (b) Significant accounting policies (continued)

E & 2018F1 5 1H Standards and amendments to standards that are relevant to the Group and

AN T EEERER mandatory for the first time for the financial year beginning on 1 January 2018

Z AR EEERAY A & (continued)

5] (%)

o HEII TR AR RS * HK (IFRIC) — Int 22, “Foreign Currency Transactions and Advance Consideration”.
22 5% T HNEERE B B TR The interpretation specifies that the exchange rate on the date of cash payment or
8 - ZEBEHHD receipt is used for transactions that involve advance consideration paid or received in
UL ER 4 E HAY R a foreign currency. The application of this interpretation does not have a material
TEF A K P e TR S b impact on the Group’s financial statements.

RIS - TR
PR AR T 4

HERPZE -

o 42017 F 4 AR E « Amendments to HKAS 40, “Transfers of Investment Property”, issued in April 2017,
st AEHIEE 40 5HEET & clarify when an entity should transfer property, including property under construction or
B EH R | EE T development, into or out of investment property. The amendments state that a
B (o] FE S B FE AR R B B change in use occurs when the property meets, or ceases to meet, the definition of
SE Y AR A RE investment property and there is evidence of the change in use. The application of
Eth e e 5 #EEME B E these amendments do not have a material impact on the Group’s financial statements.

B BZIERTRUE IR
SRR B R BT
e R am Bt ERE
% HASBRYEE
B AR A DA - FE %
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1. BEERER FEEESKE 1. Basis of preparation and significant accounting policies (continued)

(&)
(b) EEREEHBER (&)

ELAFEAR I B AR (E

(b) Significant accounting policies (continued)

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

Notes to the Interim Financial information (continued)

K& EERREEHAE effective and have not been early adopted by the Group in 2018
E 7201847 2 AT R4 2 ZE R
Rf&s
B
Applicable for
I BT/ ek AR financial years
Standards/Amendments/ Int Content beginning on/after
AEETERIE 19 9% (K{E5T) FHENELE ~ 4EIEEE R 2019F1H1H
HKAS 19 (Amendments) Plan Amendment, Curtailment or Settlement 1 January 2019
A GHRERAE 9 9t (KUEET) HA R mfEEr AR e 2019 1H1H
Amendments to HKFRS 9 Prepayment Features with Negative Compensation 1 January 2019
EEM SRS 16 9 HE 20191 H1H
HKFRS 16 Leases 1 January 2019
EIE S AR 23 5 Fris i e B YR e E T 20191 H1H
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments (new 1 January 2019
interpretation)
o FHHEEAEHIFE195E ¢ HKAS 19 (Amendments), “Plan Amendment, Curtailment or Settlement”. The

(&fgsT) TEHENELE -
HEIREAER ) - IR
B EERGE Sty =GN
btk > B EHRY
B AR IE 7Y e
5T BIRE Y BRA TR 1k
A FGFRIER - BEIHERT
IR H#EDL - 4
RERPEAE LRR
G THEOR - Zak
FERTHY 201941 H 1 H Al
RIS E A - A%
EETH A MR 15
EUSEEE-PN-Z

amendments require entities to use the updated actuarial assumptions to determine
current service cost and net interest for the remainder of the reporting period after a
change is made to a plan. The amendments also clarify how the requirements for
accounting for a plan amendment, curtailment or settlement affect the asset ceiling
requirements. The amendments shall be applied prospectively for annual periods
beginning on or after 1 January 2019. The application of these amendments will not
have a material impact on the Group’s financial statements.

o HRBHHAMAERIEEETRY
i H2EAEE
0174 Z FEEHEN I
BEHEEI 210

e Please refer to Note 2.1(b) of the Group’s Annual Report for 2017 for brief
explanations of the other standards and amendments.

18



5 NCB 1§ 3% 441

AR BRI EE Notes to the Interim Financial Information (continued)
(&)

2. HEHE 2. Transition disclosures

#2018 &£ 1 H 1 HIRESR A reconciliation between the carrying amounts under HKAS 39 to the balances reported
A ERISE 39 EAVIEME  under HKFRS 9 as of 1 January 2018 is, as follows:

FOER &SI B B 9

SRHVASER  BHRAOR ¢

EFGtE
Remeasurement
= BEHERE R ENSR BRI K Hity EEMBRELRE R
Ref HKAS 39 Re-classification ECL Other HKFRS 9
bk~ BT BETT BT BT BETT bk
Category HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 Categary
SRIEERE Financial assets
[HE1FER & R AFHURIT B Cash and balances with
Hofth SRR SS 05 banks and other financial
institutions L&R 67,735,761 - (191) - 67,735,570 AC
TESRIT R HoAth xRS Placements with banks and
-E+ B A AEIH other financial
TEHIFEI institutions maturing
between one and twelve
months L&R 6,114,423 - (1,169) - 6,113,254 AC
D ERRAIEE B S Financial investments at AC
oMttt
e E-FPEEE From: Financial investments A
i WE -HTM - 3,457,187 (931) - 3,456,256 )
SR - B E From: Financial investments A i
! i1 - L&R - 3,753,086 (88,696) - 3,664,390 !
- 7,210,273 (89,627) - 7,120,646 AC
EEER A RETE Advances and other
,,,,,,,,,,,,,,,,,,,,,,, accounts . _ 23469791 - (732424 _ 30,718 233995085 |
To: Financial assets B
at FVPL - (701,001) - - (701,001)
L&R 234,696,791 (701,001) (732,424) 30,718 233,294,084 AC
Hh&EE Other assets L&R 2,808,938 - (610) - 2,808,328 AC
L&R 311,355,913 6,509,272 (824,021) 30,718 317,071,882 AC
Financial assets at FVPL
_____________________________________________________ 4142283 ... _._I_._._Ala2283 |
From: Advances and other B
) accounts - 701,001 - (69) 700,932 .
! From: Financial investments c !
-AFS - 17,430,518 - (5,875) 17,424,643 !

FVPL 4,142,283 18,131,519 - (5,944) EVPL
AR TR Derivative financial
instruments FVPL 400,843 - - - 400,843 FVPL
FVPL 4,543,126 18,131,519 - (5,944) 22,668,701 FVPL
Financial investments - AFS 104,040,627 - - - 104,040,627
To: Financial assets at FVPL c
- (17,430,518) - - (17,430,518)
OEIARESLEEASAL  To: Debtinstruments at b |
i SHWEHIES LA FVOCI - (86,594,953) - - (86,594,953) !
B AREEETAZAM  To: Equity instruments at £ |
| ARSI TR FVOCI - (15,156) - - (15,156) H
DR AEETHRAY  To: Financial investments at |
I ERHE AC - |
AFS 104,040,627 (104,040,627)
,,,,,,,,,,,,,,, Financial investmentsHT™ 3457187 - - . - 345718 |
To: Financial investments at A
AC - (3,457,187) (3,457,187)

HTM 3,457,187 (3,457,187)
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R EAE S B R Notes to the Interim Financial Information (continued)
(&)

2. EEHE (&) 2. Transition disclosures (continued)
EWFR
Remeasurement
& EEEFTERE 39 5% ENOR AIRETEREA Htth BEMBHEERE 9 #
_Ref HKAS 39 Re-classification ECL Other HKFRS 9
Pag=l BRI BRI BT BETT BRI by}
Category HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 Categary
 __ Financialinvestments - L&R ___ _ _ _ _ _ _____3 3753086 _ _ _ _ ___ SR S ol 3753086 _ _ _ _ . _. .
To: Financial assets
atAC A - (3,753,086) (3,753,086)

A EE L AHAL Debt instruments at FVOCI
EEIGSHEE LA - R R B )
From: Financial
investments - AFS D - 86,594,953 (23,664) 23,664 86,594,953

From: Financial

investments - AFS E - 15,156 - - 15,156
- 15,156 - - 15,156 FVOCI
- 86,610,109 (23,664) 23,664 86,610,109 FVOCI
EREELE Non-financial assets
R ERRITE & A Deferred tax assets 222,516 - 222,239 600 445,355
L Total assets 427,372,455 - (625,446) 49,038 426,796,047
SRIEE Financial liabilities
SRAT B HAt s Deposits and balances from
ity Yo banks and other
financial institutions AC 27,735,507 - - - 27,735,507 AC
BT Deposites from customers AC 325,415,639 - - - 325,415,639 AC

BS54 R Debt securities and
A certificates of deposit in
issue AC 6,781,208 - - - 6,781,208 AC

AC 359,932,354 - - - 359,932,354 AC

AT ABRE Y Financial liabilities at fair

SR value through profit or
loss FVPL 4,345,543 - - - 4,345,543 FVPL
PTESRMTE Derivative financial
instruments FVPL 397,796 - - - 397,796 FVPL
FVPL 4,743,339 - - - 4,743,339 FVPL
JESREEE Non-financial liabilities
HA AR R A Other accounts and
provisions 17,145,204 - 233,551 - 17,378,755
FETRIE G (& Current tax liabilities 362,383 - - - 362,383
IREFRTE & Deferred tax liabilities 789,778 - (34,623) - 755,155
18,297,365 - 198,928 18,496,293
Bt Total liabilities 382,973,058 - 198,928 - 383,171,986
L&R T EEREER L&R : Loans and receivables
AC L ERRRRAS AC : Amortised cost
FVPL L AREE AR FVPL Fair value through profit or loss
AFS ToEf e AFS : Available-for-sale
HT™M T FEEFHIE HT™M : Held-to-maturity
FVOCI  © AffEE ST AHM SIS FvoCl : Fair value through other comprehensive income
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Notes to the Interim Financial Information (continued)

2. Transition disclosures (continued)

A: As of 1 January 2018, the group did not have any financial investments that did not meet

the Solely Payments of Principal and Interest (SPPI) criterion within its held-to-maturity
and loans and receivables profolio. Therefore, it elected to classify all of these
instruments as debt instruments measured at amortised cost.

: As of 1 January 2018, the group has classified the rediscounted bills and forfeiting as

financial assets at FVPL, as these instruments are managed within business model of
collecting contractual cash flows and selling the financial assets.

. As of 1 January 2018, the group has classified inter-bank investment as financial assets

measured at FVPL as the payment did not meet the SPPI criterion.

: As of 1 January 2018, the group has assessed its liquidity profolio which had previously

been classified as AFS debt instruments. The Group concluded that these instruments
are managed within a business model of collecting contractual cash flows and selling the
financial assets. Accordingly, the Group has classified these investments as debt
instruments measured at FVOCI.

: The Group has elected the opinion to irrevocably designate its previous AFS equity

instruments as equity instruments at FVOCI.
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R EAE S B R Notes to the Interim Financial Information (continued)
(&)

2. WERE (8) 2. Transition disclosures (continued)

EEHEIEEEAEEEEREM  The impact of transition to HKFRS 9 on reserves and retained earnings is, as follow:
BHEAEAE 9 S 2B

T
BRI
HK$'000
AR ERLAREEE /| ANEEHER  Reserve for fair value changes of available-for-sale securities / through other comprehensive
flicElvess=4r income
722017 412 H 31 S EEEE RIS 39 9% Closing balance under HKAS 39 at 31 December 2017
ARG (413,176)
AT R E S I EE LA T EE L Reclassification of financial investment from AFS to FVOCI
NI Rl 23,664
L FUE E AR R Deferred tax in relation to the above (4,438)
2018 41 H 1 ENUSEEEISEREEA 9 Opening balance under HKFRS 9 at 1 January 2018
SRHVEIEEER (393,950)
HEEFH Retained earnings
22017 412 F 31 EIRRSEEES RIS 39 5% Closing balance under HKAS 39 at 31 December 2017
HEEARGEER 31,106,620
T E R Transfer from regulatory reserve 186,443
RIS TS HEE LRI 9 SREEs e e Reclassification adjustments in relation to adopting HKFRS 9 30,718
DR A R TR DA EE bt AR Re-measurement impact of reclassifying financial assets held at amortised cost to FVPL
R R (69)
At SR EE E DN ES LT TSRS S Financial investment from AFS to FVPL
Rl (5.875)
TSR RSB RIS O SR THE IR Recogpnition of HKFRS 9 ECLs including those measured at FVOCI
TRRAEIC(EHREDIN Fo B8 Lt A 42TEIUL
%) (1,081,236)
L FUE E AR IR Deferred tax in relation to the above 261,900
2018 41 H 1 ENUSEEEIRSEREEA 9 Opening balance under HKFRS 9 at 1 January 2018
SRAVERRERR 30,498,501
B Regulatory reserve
722017 412 H 31 S EEEE RIS 39 9% Closing balance under HKAS 39 at 31 December 2017
HYFAGER 2,529,788
Lot el Transfer to retained eamings (186,443)
2018 4 1 H 1 ENUEEEIRSEREEA 9 Opening balance under HKFRS 9 at 1 January 2018
SRAVERERR 2,343,345
IR BMBHE RS O B E258E%84H  Total change in equity due to adopting HKFRS 9 (775,336)
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AR BRI EE Notes to the Interim Financial Information (continued)
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2. Transition disclosures (continued)

The following table reconciles the aggregate opening loan loss provision allowances under

HKAS 39 and provisions for loan commitments and financial guarantee contracts in
accordance with HKAS 37 Provisions Contingent Liabilities and Contingent Assets to the

ECL allowances under HKFRS 9.

A 2017412 B 31

=PIt Tty ) F20184E1H1H
5539/ 37 SRR TR B i
# R 9 AT
Loan loss provision B FRIEAE L
under HKAS ECLs under
39/HKAS 37 o HKFRS 9 at 1
at 31 December 2017 Remeasurement January 2018
BETT BETT BT
HK$'000 HK$'000 HK$'000
Impairment allowance for
Loans and receivables and held to maturity financial assets per
HKAS 39ffinancial financial assets at amortised cost under
HKFRS 9 2,060,230 824,021 2,884,251
AFS financial investment per HKAS 39ffinancial investment at
FVOCI under HKFRS 9
- 23,664 23,664
2,060,230 847,685 2,907,915
Financial guarantees 200,210 200,210
Loan commitments - 33,341 33,341
Other commitments 10,190 - 10,190
10,190 233,551 243,741
2,070,420 1,081,236 3,151,656
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Notes to the Interim Financial information (continued)

3. 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.

3.1 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 S BT 5 Notes to the Interim Financial information (continued)

(&)

3. RlEREE (&) 3. Financial risk management (continued)

3.1 =ERE (&) 3.1 Credit Risk (continued)
(A) BEFREAEREE (A) Gross advances and other accounts (continued)
€:-))
(@) BEESRK (8 (a) Impaired advances (continued)
2018 4 #2017 4
6 H30H 12H31H
At 30 June At 31 December
2018 2017
BT AT
HK$'000 HK$'000
DER = =N~ Gross impaired advances to customers
# 1,321,993 1,023,495
R SRR EH Impairment allowances made in respect of
TRUEAEF such advances 1,067,453 819,992
o Ealia A Current market value of collateral held
ENEEERZ against the covered portion of such
S TE advances to customers 305,866 132,475
LaltERAEEE Covered portion of such advances to
ZEEEK customers 174,002 118,175
A E L Uncovered portion of such advances to
HEEPEER customers 1,147,991 905,320
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 -
2018 46 H 30 As at 30 June 2018, there were no impaired trade bills (31 December 2017: Nil).

H AR EZE
S5 (2017 4
12731 H: %) -
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AR S BT 5 Notes to the Interim Financial information (continued)
(&)

3. RlEREE (&) 3. Financial risk management (continued)

3.1 =ERE (&) 3.1 Credit Risk (continued)
(A) BEFREAEREE (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
ar
2018 & A 2017 &
6 H30H 12 H31H
At 30 June At 31 December
2018 2017
BETIT BT T
HK$'000 HK$'000
¥ 8 o7 B EORUE Gross classified or impaired advances to
ZEPERE customers
# 1,324,319 1,129,546
Fi7E 73 BB E Gross classified or impaired advances to
ZEPERRE customers as a percentage of gross
HEH P ER advances to customers
HEFALEHR 0.51% 0.48%
R R Impairment allowances - Stage 3
A 1,067,453 -
i bl & AR (® Individually assessed impairment
A FFEAS 2 R AE allowances made in respect of such
A advances - 819,789
FfE 57 B ECRE Classified or impaired advances to customers represent advances which are either
ZEPER R classified as “substandard”, “doubtful” or “loss” under the Group’s classification of
BHAEEEHRE loan quality, or individually assessed to be impaired.

280N TR
By~ TR
=TI, B
A R Al R e
ERYERK -
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SRR B BRI R

(&)

3. &RlEREHE (&)

3.1 =R (8)
(A) HEEFHAMARE

€:-))
(b) HFFEEIBWRZ

B

HUEEIH 2 &
Ko EHAR R
BE# kAR E
2 ABEalE
Ko BUERA T HE
BB HHT
— Ry E
WA ARERE > Al
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RIIIEE ~ &5
SR/ ON=S =
AL > B
RgfamEN > 2
B — B E
NIEAZ HEAEE
TRIREE - TRFITE
iR R -

Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 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.
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SRR B BRI R

(&)

3. &RlEREHE (&)

3.1 =R (8)

(A) HEEFHAMARE
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

Notes to the Interim Financial information (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

Impairment
allowances —
Stage 3

Individually
assessed
impairment

allowances made
in respect of such

advances

201846 H 30 H
At 30 June 2018

2017 F 12 H31H
At 31 December 2017

152 P EK AR

5% 5 Bk aREs

Btk

% of gross

Horte

% of gross

Bl advances to S advances to
Amount customers Amount customers
AT AT
HK$'000 HK$'000

23,036 0.01% 157,953 0.07%
135,078 0.05% 321,281 0.13%
655,779 0.25% 583,352 0.25%
813,893 0.31% 1,062,586 0.45%
664,669 -

- 805,993

28



) NCB #:f 7% 441

SRR B BRI R
(&)
3. &RlEREHE (&)

3. Financial risk management (continued)

3.1 =R (8)
(A) HEEFHAMARE

3.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

Notes to the Interim Financial information (continued)

(&)
(b) EERFEE I A~ (b) Advances overdue for more than three months (continued)
K (8D
7 2018 4 It 2017 4
6 H30H 12531 H
At 30 June At 31 December
2018 2017
AT AT
HK$'000 HK$'000
LR ACA R Current market value of collateral held
ENEFPERZ against the covered portion of such
A E advances to customers 192,222 287,524
AR R EE Covered portion of such advances to
TEFEEK customers 130,957 170,879
ol R LS Uncovered portion of such advances to
EZBREERK customers 682,936 891,707
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
AN ZE corporate loans and mortgages over residential properties for personal loans.
FPHETHEHE
EEANE 3 R R
T E A ER
HTHEEHES
Y3k -

4 2018 4£ 6 H 30
H - g fmibEs
3 Az 75
(20174212 { 31
Ho:dg) -

(31 December 2017: Nil).
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SRR B BRI R

(&)

3. &RlEREHE (&)

3.1 =R (8)
(A) HEEFHAMARE

€:-))

(c) BEMEEK

MEHHE P EH0F
(TSR E S
1A T 3
&l H 2 &3K 4 B
73)

HEEEHTIEE
J5 IR oy B T IR 8
JRAE 0 40 BT KT
KEET FBENE
BREXGHZE
e BRI #IR
Z B EE R
wmEmEE 3 EH - Al
BEE TS 3
(VP = I

Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(c) Rescheduled advances

H 201846 A30H
At 30 June 2018

#2017 12 H 31 H
At 31 December 2017

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” 6,877 0.00% 8,506 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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AR BRI EE Notes to the Interim Financial information (continued)

(&)

3. &RlEEE (8) 3. Financial risk management (continued)

3.1 fEEERE (8)

3.1 Credit Risk (continued)

(A) EEF R EAEETR (A) Gross advances and other accounts (continued)
(&)
d) ZEEEHERE (d) Concentration of advances to customers
() #THS B (i) Sectoral analysis of gross advances to customers

e
UTHERERE The following analysis of the gross advances to customers by industry sector is
EEMEEE 21T based on the categories with reference to the completion instructions for the
ESEST HKMA return of loans and advances.
HITES T
SRARENK
RERZBE
fEHIRFTAVESR

HETRTTARAL -

AEEAE S
TREERIsE

- VS

- VEERA

- SeRiE

- SR

- A SO

- (DY
- 3t

fEA
- WREE AR
PSS RERT
W AR A B
T Z R

- fEEHAM YRS
- Hfill
FEA (- BRI
H R
TEEHBLII NI Z Bk

AR

R201856 H30H
At 30 June 2018

EHE—
EEEE REE>
ZB%th WENE FEMBER BERER
g =§= &b % Covered BURAE BB Impairment
Gross by collateral Classified Impairment allowances-
advances to or other or HHA  allowances- Stage 1 and
customers security impaired Overdue Stage 3 2
ERTT AETT  AEBTT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 14,275,853 16.74% - - - 55,992
- Property investment 16,862,777 76.31% 12,178 23,906 10,063 20,558
- Financial concerns 17,938,282 3.61% - - - 90,822
- Wholesale and retail trade 7,683,588 62.80% 22,009 41,442 10,976 42,634
- Manufacturing 11,529,524 18.06% 24,654 29,063 17,465 73,887
- Transport and transport
equipment 5,179,774 11.51% - - - 14,670
- Recreational activities 9,419 10.09% - - - 38
- Information technology 3,620,433 1.28% - - - 12,708
- Others 19,711,800 52.93% 71,559 78,734 72,374 89,416
Individuals

- Loans for the purchase of

flats in Home Ownership

Scheme, Private Sector

Participation Scheme

and Tenants Purchase

Scheme 250,045 99.34% 339 4,053 - 27
- Loans for purchase of

other residential

properties 12,797,605 99.60% 2,208 97,581 - 2,217
- Others 10,624,414 79.53% 2,015 37,379 847 31,359
Total loans for use in Hong
Kong 120,483,514 45.78% 134,962 312,158 111,725 434,328
Trade finance 11,134,351 16.81% 55,293 55,979 54,485 62,151
Loans for use outside Hong
Kong 129,081,736 37.48% 1,134,064 1,277,034 901,243 1,330,468
Gross advances to customers 260,699,601 40.43% 1,324,319 1,645,171 1,067,453 1,826,947
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AR BRI EE Notes to the Interim Financial information (continued)

(&)

3. &RlEEE (8) 3. Financial risk management (continued)

3.1 8RR (8

3.1 Credit Risk (continued)

(A) BEFEAEREE (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

FEEEHZ BRK
TREERIcE

- VS

- VBEREE

- BRcE

- SR

- SRR

- KBSy
- $Hftr

N
- EB SR
A
LA ]
M2 £

- fEEHM YRS

- Hfifl
FEA (o BRI
HE R
TEEHBLII NI Z Bk

&R

#2017 12 H 31 H
At 31 December 2017

AT E {ERIRHL = HeEHhz
ZHEt FiE TAE A A2
ZEEELEEE % Covered SR E Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or HIHA 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 13,314,714 14.94% - - - 38,388
- Property investment 11,619,518 91.75% 17,266 13,598 12,958 84,720
- Financial concerns 14,241,301 3.27% - - - 39,958
- Stockbrokers 235 100.00% - - - 2
- Wholesale and retail trade 8,933,689 54.41% 64,104 211,546 50,606 47,909
- Manufacturing 11,387,243 19.72% 24,235 29,619 14,885 41,452
- Transport and transport
equipment 4,472,168 13.74% - 366 - 13,678
- Recreational activities 15,453 6.31% - - - 118
- Information technology 3,602,709 1.07% - - - 14,047
- Others 16,785,387 56.65% 150,236 175,532 78,110 82,927
Individuals

- Loans for the purchase of

flats in Home Ownership

Scheme, Private Sector

Participation Scheme

and Tenants Purchase

Scheme 269,153 100.00% 390 5,784 - 137
- Loans for purchase of

other residential

properties 13,108,084 99.90% 5,286 74,123 - 5,730
- Others 9,483,433 77.35% 1,903 28,425 - 4,126
Total loans for use in Hong
Kong 107,233,087 47.64% 263,420 538,993 156,559 373,192
Trade finance 9,538,676 20.30% 94,677 100,438 51,024 61,053
Loans for use outside Hong
Kong 118,435,573 34.05% 771,449 888,506 612,206 782,780
Gross advances to customers 235,207,336 39.69% 1,129,546 1,527,937 819,789 1,217,025
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(il) Geographical analysis of gross advances to

customers

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

7 2018 4 J~ 2017 4

6H30H 12 H31H

At 30 June At 31 December

2018 2017

AT BT

HK$'000 HK$'000

Hong Kong 130,486,423 119,688,483

Mainland of China 114,280,261 101,473,976

Others 15,932,917 14,044,877

260,699,601 235,207,336

Impairment allowances — stage 1 2018 &£

and 2 in respect of the gross 6 H30H
advances to customers

At 30 June

2018

BT

HK$'000

Hong Kong 500,393

Mainland of China 1,178,328

Others 148,226

1,826,947
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

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

Gross advances to customers (continued)

Collectively assessed impairment #2017 4E
allowances in respect of the 12H31H
gross advances to customers At 31 December

2017

AT

HK$'000

Hong Kong 459,189
Mainland of China 704,174
Others 53,662
1,217,025
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AR RS ORI e Notes to the Interim Financial information (continued)
(&)

3. &FIEEEE (8) 3. Financial risk management (continued)

3.1 =ERE (&) 3.1 Credit Risk (continued)
(A) BEFREAEREE (A) Gross advances and other accounts (continued)
(&)
d) ZEEHETE (d) Concentration of advances to customers (continued)
(&)
((OER = ES T (i) Geographical analysis of gross advances to customers (continued)
B2 &P EK

werE (8

HHAERK Overdue advances
#2018 £¢ A 2017 £
6 H30H 12H31H
At 30 June At 31 December
2018 2017
BETT AT
HK$'000 HK$'000
Hi Hong Kong 545,519 507,437
o B Y HE Mainland of China 1,069,347 1,013,598
Al Others 30,305 6,902
1,645,171 1,527,937
R ERR Impairment allowances — Stage 3 in J+ 2018 4
1EE= respect of the overdue advances 6 H30H
B2 RE At 30 June
5 2018
BT
HK$'000
wE Hong Kong 121,045
oA B Y HE Mainland of China 600,852
HAthr Others 312
722,209
LA SRR Impairment allowances — Stage 1
{EE—R and 2 in respect of the overdue
FPEEE advances
2R
#
i Hong Kong 3,234
rh R P Mainland of China 9,485
HAth Others 347
13,066
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d) FREXETE
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3. Financial risk management (continued)

3.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial information (continued)

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

Overdue advances (continued)

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

36

2017 &
12H31H

At 31 December
2017

AT
HK$'000

154,289
652,800
245

807,334

1,826
7,022
148

8,996
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AR S BT 5 Notes to the Interim Financial information (continued)
(&)

3. RlEREE (&) 3. Financial risk management (continued)

3.1 =ERE (&) 3.1 Credit Risk (continued)
(A) BEFREAEREE (A) Gross advances and other accounts (continued)
(&)
d) EEERELE (d) Concentration of advances to customers (continued)
(&)
(i) foz b B 4k 4 (ii) Geographical analysis of gross advances to customers (continued)
B R FE
HaEa ()
RS TESR Classified or impaired advances
Li=h=¢14
7 2018 4 A 2017 4
6 H30H 12H31H
At 30 June At 31 December
2018 2017
AT AT
HK$'000 HK$'000
Tk Hong Kong 144,336 296,008
o [5] A H, Mainland of China 1,178,095 832,797
HAth Others 1,888 741
1,324,319 1,129,546
AEESE Impairment allowances — Stage 3 2018 &£
HRER in respect of the classified or 6 H30H
IEE= impaired advances
Mg B 2 K At 30 June
B 2018
AT T
HK$'000
T Hong Kong 122,429
R Yt Mainland of China 944,765
HAth Others 259
1,067,453
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AR S BT 5 Notes to the Interim Financial information (continued)
(&)

3. RlEREE (&) 3. Financial risk management (continued)

3.1 EEEE (8) 3.1 Credit Risk (continued)
(A) BEFREAEREE (A) Gross advances and other accounts (continued)
(&)
d) EEERELE (d) Concentration of advances to customers (continued)
(&)
(i) foz b B 4k 4 (ii) Geographical analysis of gross advances to customers (continued)

B R FE

HaEa ()

e SESOR Classified or impaired advances (continued)

EER (&)

BEEDE Individually assessed impairment Ji* 2017 4
HBEE allowances in respect of the 12H31H
RAEMER] classified or impaired advances
P Z At 31 December
EXEE 2017

BT
HK$'000
FE: Hong Kong 165,468
o [57] AT 1, Mainland of China 654,077
HAth Others 244
819,789

M E Collectively assessed impairment
HRES allowances in respect of the
IEHE classified or impaired advances
B 2 K
Rt
T Hong Kong 774
o [B7] AT 1, Mainland of China 593

1,367
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T HAR B BRI EE Notes to the Interim Financial information (continued)
(%)

3. &RlEEE (8) 3. Financial risk management (continued)

3.1 =ERE (&) 3.1 Credit Risk (continued)
(B) WEIEE (B) Repossessed assets
REEHS 2018 4F 6 The estimated market value of repossessed assets held by the Group as at 30 June
H 30 HEA/ULE 2018 amounted to HK$112,264,000 (31 December 2017: HK$164,266,000). They
B 2 AN E R BN comprise properties in respect of which the Group has acquired access or control (e.g.
112,264,000 IT through court proceedings or voluntary actions by the proprietors concerned) for
(2017 £ 12 H 31 release in full or in part of the obligations of the borrowers.

H ¥ 164,266,000
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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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

(C) Debt securities and certificates of deposit

The following tables present an analysis of the carrying value of debt securities and
certificates of deposit by issue rating. In the absence of such issue ratings, the ratings
designated for the issuers are reported.

201856 H30H
At 30 June 2018

A3 BT
Aal & Aa3 Al & A3 Lower SEESPLR, =t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT BT BETT BET T BHT T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
DA RESE(EsF AR At fair value through
i T2 other
comprehensive
income 17,697,521 16,615,841 53,593,556 3,590,462 4,116,709 95,614,089
DlEeR R AESTE At amortised cost - - 3,091,705 - - 3,091,705
DA ESEEF AR At fair value through
%5 profit or loss 1,628,389 2,883,255 610,977 24,136 48,665 5,195,422
4t Total 19,325,910 19,499,096 57,296,238 3,614,598 4,165,374 103,901,216
H2017 12531 H
At 31 December 2017
A3 DR
Aal # Aa3 Al = A3 Lower FAEEFAR 4=
Aaa Aal to Aa3 Al to A3 than A3 Unrated Total
AT AT ARTT ARTT ARTT AT
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
T E G A Available-for-sale
securities 22,088,001 9,404,952 45,057,460 8,385,055 19,090,003 104,025,471
HAEZRIIHIA S Held-to-maturity
securities - - 3,457,187 - - 3,457,187
R R FEWER Loans and receivables - - - - 3,753,086 3,753,086
N EEE(EEF AJEZ:  Financial assets at fair
> 4EGE value through profit or
loss 3,530,667 311,582 - - 300,034 4,142,283
4t Total 25,618,668 9,716,534 48,514,647 8,385,055 23,143,123 115,378,027
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

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

The following tables present an analysis of debt securities 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.

201846 H 30 H
At 30 June 2018

A3 DT
Aal F Aa3 Al & A3 Lower SEEEAR, 4=t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT BT BT BT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
DIARESEEEF AR At fair value through
el e other
comprehensive
income 17,697,521 16,615,841 53,593,556 3,590,462 4,116,709 95,614,089
DR AEETE At amortised cost - - 3,091,705 - - 3,091,705
DAREE(EET AR At fair value through
= profit or loss 1,628,389 2,883,255 610,977 24,136 48,665 5,195,422
19,325,910 19,499,096 57,296,238 3,614,598 4,165,374 103,901,216
#2017 412 H 31 H
At 31 December 2017
A3 DR
Aal ¥ Aa3 Al £ A3 Lower FEEEAR 4=t
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
AMETTT BT IT BT IT BT IT BT T BHETIT
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000
ot R Available-for-sale
securities 22,088,001 9,404,952 45,057,460 8,385,055 19,090,003 104,025,471
HFEEFHIHE Held-to-maturity
securities - - 3,457,187 - - 3,457,187
SRR EWGER Loans and receivables - - - - B B
NfEE(EET AJEZs  Financial assets at fair
ZBREE value through profit
or loss 3,530,667 311,582 - - 300,034 4,142,283
25,618,668 9,716,534 48,514,647 8,385,055 19,390,037 111,624,941
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

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

The following tables present an analysis of impaired debt securities by issue rating. In
the absence of such issue ratings, the ratings designated for the issuers are reported.

As at 30 June 2018, there were no impaired or overdue debt securities or certificates of

deposit.

#2017 F£12 H31 H
At 31 December 2017

IRIAE Hrfr:
Carrying values FETRIE
Of which
A3 DI~ accumulated
Aal & Aa3 Al & A3 Lower ESPLR Hast impairment
Aaa  Aalto Aa3 Alto A3 than A3 Unrated Total allowances
AT BT BT BT BN BE¥TT ARETIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B R Loans and receivables
- - - - 3,753,086 3,753,086 23,416
Hrp s EEFEEXEF  Of which accumulated
impairment allowances - - - - 23,416 23,416

#2017 &£ 12 H 31
H - A 2 78
R %A i 2 AR R
% R AP -

As at 31 December 2017, there were no impaired certificates of deposit and no overdue
debt securities and certificates of deposit.
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.2 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)

3. Financial risk management (continued)

3.2 Market Risk (continued)

(A) Currency risk (continued)

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.

# S IAREFFAINER
W2 BB R R A S

RIMéRE -

HRAE
BB
EHIEA
BEEL

(R /R

SR AR

BRAE
BB
BHEA
BEEL

(R /R

SRR A R

R 201846 H30H
At 30 June 2018

BRTTEE
Equivalent in thousand of HK$
HAtr o e PAN it
Others Total
ESyn ARE foreign foreign
US Dollars Renminbi currencies currencies
Spot assets 86,899,141 145,706,966 11,923,861 244,529,968
Spot liabilities (88,762,976)  (142,399,682) (12,366,172) (243,528,830)
Forward purchases 22,995,884 10,762,039 3,599,980 37,357,903
Forward sales (21,795,499) (11,856,268) (3,169,287) (36,821,054)
Net (short)/long position (663,450) 2,213,055 (11,618) 1,537,987
Net structural position 9,438,150 9,473,458 - 18,911,608
2017 F 12 H31 H
At 31 December 2017
BT TEE
Equivalent in thousand of HK$
HAth s SN
Others Total
EIT NG foreign foreign
US Dollars Renminbi currencies currencies
Spot assets 87,459,891 154,080,434 11,661,967 253,202,292
Spot liabilities (89,716,626) (146,133,803) (12,057,840) (247,908,269)
Forward purchases 14,502,233 4,537,116 3,693,458 22,732,807
Forward sales (12,446,022) (11,196,755) (3,269,094) (26,911,871)
Net (short)/long position (200,524) 1,286,992 28,491 1,114,959
Net structural position 9,437,640 9,577,159 - 19,014,799
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3.2 Market Risk (continued)

(B) Interest rate risk

3. 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 2018 and 31 December 2017. Included in the tables are the assets
and liabilities at carrying amounts, categorised by the earlier of contractual repricing

or maturity dates.

FodE) 38 -

RE

JEELAF 358 T A BEOSRA T T HL A
MRS AR

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

AREB( R A RS Z BRERE

B TA
BB AR
ESRE
- DA nER A EE
Wegs
- DUBBRRA ST
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

- At fair value through other

comprehensive income

- At amortised cost
Investment properties
Properties, plant and equipment
Other assets (including deferred

tax assets)

Total assets

201846 H30H
At 30 June 2018

-z =7 FatR

—ERA =@A +=EA —EHE  HEEME Non-
Up to 1to3 3to 12 1to5 Over interest Yt
1 month months months years 5years bearing Total
BB EETT  B%TT BETRT BT B%Tt BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
48,540,926 - 1,122,769 49,663,695
- 4,103,379 159,751 4,263,130
3,623,195 3,914,265 2,831,030 610,977 10,979,467
- - 573,565 573,565
127,387,980 74,982,944 52,062,242 3,901,258 1,172,930 - 259,507,354
10,705,080 22,364,734 18,009,127 42,659,319 1,875,829 31,854 95,645,943
474,893 142,632 366,658 5,726,655 6,710,838
- - 314,182 314,182
- - 7,577,770 7,577,770
- - 1,561,142 1,561,142
190,732,074 105,507,954 73,428,808 52,898,209 3,048,759 11,181,282 436,797,086
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Notes to the Interim Financial information (continued)

3.2 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

3. Financial risk management (continued)

201846 B30 H
At 30 June 2018

—= =% FatR

—(ERA =@A +=EA —Bff  AFME Non-
Up to 1to3 3to 12 1to5 Over interest fre
1 month months months years 5years bearing Total
AT AT B%TT BETIT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
15,955,115 1,524,126 2,624,718 - - 204,243 20,308,202
2,726,376 1,007,653 497,845 - - 4,231,874
- - - 386,940 386,940
160,881,613 71,179,209 76,986,794 10,970,744 - 12,336,132 332,354,492
- 1,407,288 1,910,337 3,601,399 - 6,919,024
2,606,300 3,418,344 6,263,362 1,246,655 47,509 5,411,560 18,993,730
182,169,404 78,536,620 88,283,056 15,818,798 47,509 18,338,875 383,194,262
8,562,670 26,971,334 (14,854,248) 37,079,411 3,001,250 (7,157,593) 53,602,824
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3. &RlEfeEE (8) 3. Financial risk management (continued)
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3.2 Market Risk (continued)

(B) Interest rate risk (continued)

#2017 4£12 H 31 H

At 31 December 2017
-7 =% FEtR
—fEAAN ={EA +=fER —ETF AERLE Non-
Upto 1t03 3to 12 1t05 Over interest daEst
1 month months months years 5 years bearing Total

T BB WL BT BETT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Assets
Cash and balances with banks and

other financial institutions 66,413,742 - - - - 1,322,019 67,735,761
Placements with banks and other

financial institutions maturing

between one and twelve months - 5,621,865 492,558 - - - 6,114,423
Financial assets at fair value

through profit or loss 565,482 652,170 2,888,736 35,895 - - 4,142,283
Derivative financial instruments - - - - - 400,843 400,843
Advances and other accounts 142,272,107 52,264,644 34,966,908 4,878,812 314,320 - 234,696,791
Financial investments

- Available-for-sale 23,016,250 19,360,064 31,118,265 29,812,306 718,586 15,156 104,040,627

- Held-to-maturity - - 365,318 3,091,869 - - 3,457,187

- Loans and receivables - - 620,824 3,132,262 - - 3,753,086
Investment properties - - - - - 302,702 302,702
Properties, plant and equipment - - - - - 7,386,981 7,386,981
Other assets (including deferred

tax assets) - - - - - 3,031,454 3,031,454
Total assets 232,267,581 77,898,743 70,452,609 40,951,144 1,032,906 12,459,155 435,062,138
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3. &RlEfeEE (8) 3. Financial risk management (continued)
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3.2 Market Risk (continued)

(B) Interest rate risk (continued)

2017412 H 31 H
At 31 December 2017

—% =% FEtR

i CIE =fER +=fER —ETF AERLE Non-
Upto 1t03 3to 12 1t05 Over interest “EEt
1 month months months years 5 years bearing Total

BT BT BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Liabilities

Deposits and balances from banks

and other financial institutions 22,242,224 2,961,712 2,122,584 - - 408,987 27,735,507
Financial liabilities at fair value

through profit or loss 2,092,997 2,225,148 27,398 - - - 4,345,543
Derivative financial instruments - - - - - 397,796 397,796
Deposits from customers 188,163,251 54,607,277 61,810,259 8,643,710 71,964 12,119,178 325,415,639
Debt securities and certificates of

deposit in issue - 2,960,347 116,337 3,704,524 - - 6,781,208

Other accounts and provisions
(including current and deferred

tax liabilities) 3,003,407 1,002,744 7,374,876 630,846 29,972 6,255,520 18,297,365
Total liabilities 215,501,879 63,757,228 71,451,454 12,979,080 101,936 19,181,481 382,973,058
Interest sensitivity gap 16,765,702 14,141,515 (998,845) 27,972,064 930,970 (6,722,326) 52,089,080
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3. &FIEEEE (8) 3. Financial risk management (continued)

3.3 RENELEG 3.3 Liquidity Risk
(A) mEEEELERRE (A) Liquidity coverage ratio and net stable funding ratio
REFESLLE
FTEEEE FEEEE FEHEHEE FEHEHEE
2018 4 2018 4 2017 4 2017 4
6 H30H 3H31H 6 H30H 3H31H
Quarter ended Quarter ended Quarter ended Quarter ended

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

mEIEE SRR Average value
HYFEa(E of liquidity
coverage ratio 136.13% 142.76% 171.71% 138.03%

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

SRV T 0% K e

At o

FREESILR Net stable funding ratio
2018

FRFEEERILE Quarter end value of net stable funding ratio

- %#ég - First quarter 114.10%

- BOEE - Second quarter 112.99%
BERWFEEES Quarter end value of net stable funding ratio is calculated based on the calculation
[TEREENFHEE methodology and instructions set out in the HKMA return of stable funding position.
BRI 2 &8 FER
FHVHNFHE AR

HRE L
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3. &FIEEEE (8) 3. Financial risk management (continued)

3.3 REhELEE (&) 3.3 Liquidity Risk (continued)

(A) mEEEELERRE (A) Liquidity coverage ratio and net stable funding ratio (continued)
REESE®E (&)

RN E LR R OF The liquidity coverage ratio and net stable funding ratio are computed on the consolidated
BEERILRE DS basis which comprises the positions of the Bank and certain subsidiaries specified by the
EEWHE  WRE HKMA in accordance with the Banking (Liquidity) Rules.

CERTT3E CREnt)
AT HAERAT B A
H oy 8 R E Z I

JE N EIRER -

BRI E LR The additional information of liquidity coverage ratio and net stable funding ratio
FOF B EE SRR disclosures are available under section “Regulatory Disclosures” on the Bank’s website at
B R BRI A www.ncb.com.hk.

w® T @ H
www.nch.com.hk
FEEEBEE | —H

AREEGIET T EEN The Group has established intra-group liquidity risk management guideline to manage the
HORENE & R e S liquidity funding among different entities within the Group, and to restrict their reliance of
55 EHERNE funding on each other.

BB 2 MR 8 E

& WM EEE

b PR -
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Notes to the Interim Financial information (continued)

3.3 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

AREE b AR SREE

- et
- (e
- Jet
- S
- St
PSR TR
EORRHMIER
- B
- S5y
PRI
- DA (R AR 2
s
- tpsES
- tria
- Bl
- LA
- S
- e
- ity
s
VIR - BATRE
HAHE (ESETRTEE)

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
- Trading
- Debt securities
- Non trading
- Money market fund
- Others
Derivative financial instruments
Advances and other accounts
- Advances to customers
- Trade bills
Financial investments
- At fair value through other
comprehensive income
- Debt securities
- Certificates of deposit
- Equity securities
- Atamortised cost
- Debt securities
- Certificates of deposit
- Others
Investment properties
Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

3. Financial risk management (continued)

The tables below analyse the Group’s assets and liabilities as at 30 June 2018 and 31
December 2017 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

201846 H30H
At 30 June 2018
—ZE =z
BE —ERN =@ER +-@EA —ZEEF #HEYNE THEE
On Up to 1to3 3to 12 1to5 Over 5 Hi# st
demand 1 month months months years years Indefinite Total
AR 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
21,463,640 28,200,055 - - - 49,663,695
- 4,103,379 159,751 - - 4,263,130
49,956 2,651,045 1,883,444 610,977 - 5,195,422
2,748,141 - - 2,748,141
825,098 1,263,220 947,586 - - 3,035,904
319,591 87,881 21,580 112,092 32,421 - 573,565
19,249,489 13,442,088 21,699,984 51,099,103 109,230,845 42,436,812 646,880 257,805,201
719,534 687,306 295,313 - - 1,702,153
7,594,996 8,767,068 17,027,172 47,131,601 1,875,829 - 82,396,666
852,966 5,705,997 2,349,344 4,309,116 - - 13,217,423
- - - - - - 31,854 31,854
1,422 372,398 2,559,729 - 2,933,549
1,019 1,378 155,759 - 158,156
474,893 142,632 3,001,608 - 3,619,133
- - - 314,182 314,182
- - - 7,577,770 7,577,770
566,628 551,556 3,059 132,358 210,045 151 97,345 1,561,142

41,599,348 55,549,605

45,046,648 74,378,561 167,242,101 44,312,792

8,668,031 436,797,086
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Notes to the Interim Financial information (continued)

3.3 Liquidity Risk (continued)

(B) Maturity analysis (continued)

3. Financial risk management (continued)

201846 H30H
At 30 June 2018
—-= ==
B —ERN =ER +ZER —ZEREf "AEMLE  FHEE
On Up to 1to 3 3to 12 1to5 Over [=h:] gt
demand 1 month months months years 5years Indefinite Total
AT BT BT BT B%TT EETT BSTR  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 7,003,200 9,283,840 1,398,474 2,622,688 - 20,308,202
Financial liabilities at fair value
through profit or loss 2,726,376 1,007,653 497,845 - - 4,231,874
Derivative financial instruments 97,324 55,009 77,075 127,074 30,458 - 386,940
Deposits from customers 117,150,732 52,925,895 70,232,127 78,334,050 13,711,688 - 332,354,492
Debt securities and certificates of
deposit in issue - 1,401,076 1,916,549 3,601,399 - 6,919,024
Other accounts and provisions
(including current and deferred
tax liabilities) 4,534,362 1,833,039 3,628,034 6,697,826 2,183,909 5115 111,445 18,993,730
Total liabilities 128,785,618 66,824,159 77,744,439 90,196,032 19,527,454 5,115 111,445 383,194,262

Net liquidity gap

(87,186,270) (11,274,554) (32,697,791) (15,817,471)

147,714,647 44,307,677 8,556,586 53,602,824
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rh AR s SR Notes to the Interim Financial information (continued)
(&)

3. SFRlEiREE (&) 3. Financial risk management (continued)

3.3 REhELEE (&) 3.3 Liquidity Risk (continued)
(B) EEAHHT (&) (B) Maturity analysis (continued)
2017412 A31H
At 31 December 2017
—% =%
B —EAR =@EA +ZEA —EAE ML FHEE
On Upto 1t03 3t012 1t05 Over HiH HaaT
demand 1 month months months years 5years Indefinite Total

BT BETIT OBETT BB BT A%TRT BT BB
HK$000  HK$000  HK$000  HK$000 HK$000  HK$000  HK$000 HK$'000

BE Assets
[EEIR 4 RAERSRT R 4%  Cash and balances with banks
4SS and other financial institutions 28,898,808 38,836,953 - - - - - 67,735,761
RS T R H A S Rt4ts—2% 1+ (8  Placements with banks and
FNEHHZ E B other financial institutions
maturing between one and
twelve months - - 5,501,781 612,642 - - - 6,114,423

AEE BT AR SREE Financial assets at fair value
through profit or loss

- X5 — Trading
- R — Debt securities - 505,774 592,845 2,830,221 35,895 - - 3,964,735
- e — Certificates of deposit - 59,708 59,325 58,515 - - - 177,548
PTESMTE Derivative financial instruments 320,883 9,175 34,941 35,844 - - - 400,843
B HANHRIA Advances and other accounts
- BEERK — Advances to customers 15,435,181 10,490,128 10,551,107 56,215,184 99,351,743 40,689,875 437,304 233,170,522
- E5 5% — Trade bills 52 215,679 349,354 528,684 432,500 - - 1,526,269
SRIEE Financial investments
- A E — Available-for-sale
- {EBES — Debt securities - 9,630,379 4,960,998 18,118,138 33,855,225 718,586 - 67,283,326
- FaeE — Certificates of deposit - 1,110,485 1,903,627 13,115,663 3,181,852 R - 19,311,627
— HA - Others -10,037,544 6,302,142 1,090,832 - - - 17,430,518
- FEREHH — Held-to-maturity
- EBES — Debt securities - 1,417 - 371,071 2,927,971 - - 3,300,459
- fFEEE - Certificates of deposit - 1,041 - 600 155,087 - - 156,728
- B ELGR — Loans and receivables
- — Debt securities - - - . R B ; ;
- HAth — Others - - - 620,824 3,132,262 - - 3,753,086
- BelnE% — Equity securities - - - - - - 15,156 15,156
HEYE Investment properties - - - - - - 302,702 302,702
W~ PR R Properties, plant and equipment - - - - - - 7,386,981 7,386,981
HArERE (REREMREEE ) Other assets (including deferred
tax assets) 322,577 2,240,547 2,399 223,227 102,674 - 140,030 3,031,454
e Total assets 44,977,501 73,138,830 30,258,519 93,821,445 143,175,209 41,408,461 8,282,173 435,062,138
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.3 Liquidity Risk (continued)

(B) FHHSHT ()

=i

SRAT R A R R
&k

DREB ARG EREH

e TA

FFE

CRTHEFEFRENE

HAPRE R (SR
FARTERIR S )

=i

RETEEH

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

Net liquidity gap

(B) Maturity analysis (continued)

2017412 A31H
At 31 December 2017

=%

B —EAA —£ +ZfEHA —E2AF  OFEME O FHEE
on Upto =fER 3t012 1t05 Over H Hazt
demand 1 month 1 to 3 months months years 5years Indefinite Total
BlETIT O BETT BT AT BT EETIT BETT AETIT
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
1,252,775 17,791,352 2,960,550 2,619,318 2,456,925 654,587 - 27,735,507
- 2,092,997 2,225,148 27,398 - - - 4,345,543
99,166 155,539 74,467 68,624 - - - 397,796
125,552,531 74,369,470 54,918,461 60,348,321 10,154,892 71,964 - 325,415,639
- - 2,960,347 116,337 3,704,524 - - 6,781,208
4,097,624 3,777,774 1,281,587 7,524,167 1,580,162 36,037 14 18,297,365
131,002,096 98,187,132 64,420,560 70,704,165 17,896,503 762,588 14 382,973,058
(86,024,595) (25,048,302) (34,162,041) 23,117,280 125,278,706 40,645,873 8,282,159 52,089,080
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AR RS ORI e Notes to the Interim Financial information (continued)
(&)

3. &FIEEEE (8) 3. Financial risk management (continued)

3.3 mEhEe Rk (&) 3.3 Liquidity Risk (continued)
(B) EEAHHT (&) (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)

3. Financial risk management (continued)

3.4 FREH 3.4 Capital Management

A ER B R AR B
PR ER T BUARTE R
B 53 I 58 2L
%%Eﬁ{*éﬂ&z —EN
K o 525 LR B B A i
&/J\%Bﬁﬁif*“%fb@ﬂﬂ
JE RS REEE (E 8
JEE ) STRUASTE - AR
(B B P AR S A (E 3
Bk sIEEAEEG
{8 58 B2 JE b (1) <2 5 8 F
BARER « AR E R
RN EARTE
ANV R R — e T 5
B E AR - WRE
CERITSECGEARBAD) 56
317C g R
R ET BRI S
JEE AR B T 5 i i A
3R o AR EA TR AT
(TR ) st BUARE
Hogh 5 B R
3R o AR EAE TR AT
(CEBERERE D s EA
TR EE R EAZEK -

(A) BEESTaERE

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.
Securitisation exposures and a small residual non-securitisation exposures are 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 S BT 5 Notes to the Interim Financial information (continued)
(&)

3. SFRlEiREE (&) 3. Financial risk management (continued)

3.4 BAEHE (8) 3.4 Capital Management (continued)
(A) BBELAERE (&) (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 ¢
201846 H 30 H 72017412 H 31 H
At 30 June 2018 At 31 December 2017
B =zt 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 16,529 16,420 16,509 16,399
EAEREEEAIR Kwong Li Nam Investment Agency
INH] Limited 4,150 4,023 4,752 4,024
FEEREESRIT (fREE Nanyang Commercial Bank
AN) BIEAHE (Nominees) Limited 1,457 1,457 1,463 1,463
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AR S BT 5 Notes to the Interim Financial information (continued)
(&)

3. &FIEEEE (8) 3. Financial risk management (continued)

3.4 BAEHE (8) 3.4 Capital Management (continued)
(A) BBELAERE (&) (A) Basis of regulatory consolidation (continued)
2018 4= 6 H 30 There were no subsidiaries which are included within the regulatory scope of
H o A i (FfmT i 2\ 5 consolidation but not included within the accounting scope of consolidation as at 30
HEEEEERELS June 2018 (31 December 2017: Nil).

ERIED T B S
af A& 5§
(2017 4 12 F 31

H:fie) e
7 2018 4 6 H 30 Neither were there any subsidiaries which are included within both the accounting
H o JRéE (T A\ 5] scope of consolidation and the regulatory scope of consolidation where the methods
[5] 0 B 35 1E & =1 22 I of consolidation differ as at 30 June 2018 (31 December 2017: Nil).
FIEE & HE & i
MR ESRE 75
(2017 4 12 H 31
H:fie) e
(B) BEALLE (B) Capital ratio
it 2018 4 #2017 4
6 §30H 12H31H
At 30 June At 31 December
2018 2017
T — AR CET1 capital ratio
B 12.85% 12.60%
—EEARIER Tier 1 capital ratio 16.30% 16.09%
FEN =Nt Total capital ratio 18.04% 17.86%
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3.4 BAEHE (8)

(B) EALER (8)
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3. Financial risk management (continued)

3.4 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
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

59

#2018 4 2017 45
6 H30H 12 H31H
At 30 June At 31 December
2018 2017
AT BT
HK$'000 HK$'000
3,144,517 3,144,517
32,361,411 31,153,712
8,774,633 8,468,546
44,280,561 42,766,775
(20,735) (11,037)
(209,900) (222,516)
(1,343) 277)
(6,614,432) (6,431,695)
(2,711,599) (2,529,788)
(9,558,009) (9,195,313)
34,722,552 33,571,462
9,314,890 9,314,890
44,037,442 42,886,352
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3.4 BAEHE (8)

(B) EALER (8)
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Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.4 Capital Management (continued)

(B) Capital ratio (continued)

R 2018 £ it 2017 4F
6 H30H 12H31H
At 30 June At 31 December
2018 2017
AT T AT
HK$'000 HK$’000
Tier 2 capital: instruments and provisions
Collective provisions and regulatory reserve
for general banking risks eligible for
inclusion in Tier 2 capital 1,745,555 1,815,512
Tier 2 capital before regulatory deductions 1,745,555 1,815,512
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
2,976,494 2,894,262
Total regulatory adjustments to Tier 2 capital 2,976,494 2,894,262
Tier 2 capital 4,722,049 4,709,774
Total regulatory capital 48,759,491 47,596,126
The capital buffer ratios are analysed as
follows:
7 2018 £ 1A 2017 ¢
6 H30H 12 H31H
At 30 June At 31 December
2018 2017
Capital conservation buffer ratio 1.875% 1.250%
Countercyclical capital buffer ratio 0.98% 0.61%
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3.4 BAEHE (8)

Notes to the Interim Financial information (continued)

3. Financial risk management (continued)

3.4 Capital Management (continued)

(B) EALER (8)

R (RT3 (BA) #
gy > 1A 2016 & 2019 4
PSR | A E A A (T
CCB [t&)) » HAVZHER
SRATHEZERIASN » BT
HEERE Y 2.5% 2 & -
WA AE A (T CCyB
tb ) AL E R EAE
HESE  AMUEERER
i B A 9 B R 2K Y R
% HEEBMEERAGE
S 01 4 P A 0 A 4 1
ZHAH2017E1H1H
2018 4= 1 A 1 His3 51
Ry RIS E 2 1.25%
K 1.875% - 1iiE (ERZER
e =) ST B RS R E
MinEZE > 2.5% °

H jH A B A S A R
I A N S I =
www.ncb.com.hk &1 " E&%&
Wege , —HIBE -

(C) LR

—HEAR

TR LR b R I

TRIFEER

HRERL R
Y 1 78 R AT A AR
R 7T #® H
www.ncb.com.hk 7
MR 6

iy

o

i

(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 1.25% and 1.875% of RWAs from 1 January 2017 and 1 January 2018
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

2018 £ #2017 4F

6 H30H 12 H31H

At 30 June At 31 December

2018 2017

AT ATT

HK$'000 HK$'000

Tier 1 capital 44,037,442 42,886,352
Leverage ratio exposure 459,130,193 463,397,438
Leverage ratio 9.59% 9.25%

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)

4, SREEMNABIIA M 4. 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 and
debt instruments with significant unobservable components.
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AR RS ORI e Notes to the Interim Financial information (continued)
(&)

4. SREEMABNAM 4. Fair values of financial assets and liabilities (continued)
B (&)

AL EE RSN I3 For financial instruments that are recognised in the financial statements on a recurring basis,
FERIT E > AEEES  the Group determines whether transfers have occurred between levels in the hierarchy by
— A R S B H E reassessing categorisation (based on the lowest level input that is significant to the fair value
SELETIE (EPNEEEE /N measurement as a whole) at the end of each reporting period.

Bt ERERPE Y mlKEBR

HZE ) LHEEA A EE

Pz [EEE A -

4.1 PAREAENSRITE 4.1 Financial instruments measured at fair value

AREHEBREILTEENA D The Group has an established governance structure and controls framework to ensure that
BE G RIEHIZERG AN fE  fair values are either determined or validated by control units independent of the front offices.
BB E T AT 4R Y F28 1 Control units have overall responsibility for independent verification of valuation results from
BRI E X T - S4%HIE  front line businesses and all other significant fair value measurements. Specific controls
fTEE B IUZEmGER  include verification of observable pricing inputs. Significant valuation issues are reported to
ZEESERKRERAMME  Management.

Bl - B R E IR A

EZEEZENEES

H- BEAMGESEIR R EHE

N BEH -
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Notes to the Interim Financial information (continued)

4, SRFEEMBERA M 4. Fair values of financial assets and liabilities (continued)
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4.1 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 instruments, certificates of deposit, rediscounted bills and forfeiting

W 1B

BT RAAREHZ S
Fit ~ 22 5 P S NE R LA B
H s ik FE P A T 25
(BB Bl T 3R < A AR
SIMTTRAE » ALER IR R
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B A B BT S B
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Fs#EEEEBREEA
5 FE IR A FI SR E 7 v
DR S - IR TR A
1B 2 %2 R G R ER R A A
FEE = s A S B0m T
FA T T R -
BN S2HEERNRRE
JE & EE (AR - — A ]
SEIE N BRI S
LB R o

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 margin that reflects the credit spreads required
by the market for instruments with similar risk or a discount rate which is referred to the
transaction interest rate of instruments with similar risk as at the end of the month and
inter-bank bid rate as the final discount rate. These inputs are observable or can be
corroborated by observable or unobservable market data.

Inter-bank investments

Interbank investments mainly include guaranteed and non-guaranteed financial
products and funds. The fair value of these instruments is determined by using
discounted cash flow technique. The inputs applied are observable or can be
corroborated by observable or unobservable market data. Observable inputs include
interest rate and market price of the underlying assets. For certain complex interbank
investments, the fair values are determined based on dealer price quotations.
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Notes to the Interim Financial information (continued)

4, SRFEEMBERA M 4. Fair values of financial assets and liabilities (continued)
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4.1 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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SRIEEFABIIA M 4. Fair values of financial assets and liabilities (continued)
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(A) Fair value hierarchy

Financial assets
Financial assets at fair value
through profit or loss
- Trading
- Debt securities
- Non trading
- Money market fund
- Others
Derivative financial
instruments
Financial investments at fair
value through other
comprehensive income
- Debt securities and
certificates of deposit
- Equity securities

Financial liabilities

Financial liabilities at fair
value through profit or loss
- Trading

Derivative financial
instruments
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4.1 Financial instruments measured at fair value (continued)

201846 H 30 H
At 30 June 2018

Notes to the Interim Financial information (continued)

F—ER £E%K F=1BH SEET
Level 1 Level 2 Level 3 Total
AT AT BT BETT
HK$'000 HK$'000 HK$'000 HK$'000
- 5,195,422 - 5,195,422
2,748,141 2,748,141

- - 3,035,904 3,035,904
321,551 252,014 - 573,565
- 95,614,089 - 95,614,089

- - 31,854 31,854

- 4,231,874 - 4,231,874
117,846 269,094 - 386,940
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SRIEEFABIIA M 4. Fair values of financial assets and liabilities (continued)
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Financial assets
Financial assets at fair value
through profit or loss
- Trading
- Debt securities and
certificates of deposit
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

Derivative financial
instruments

(A) Fair value hierarchy (continued)

4.1 Financial instruments measured at fair value (continued)

2017 F 12 H 31 H
At 31 December 2017

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
- 4,142,283 - 4,142,283
327,009 73,834 - 400,843
- 86,594,953 - 86,594,953
- - 15,156 15,156
- - 17,430,518 17,430,518
- 4,345,543 - 4,345,543
100,377 297,419 - 397,796

There were no financial asset and liability transfers between level 1 and level 2 for
the Group during the period (31 December 2017: Nil).
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Notes to the Interim Financial information (continued)

4, SRFEEMBERA M 4. Fair values of financial assets and liabilities (continued)

B (8
4.1 PATREE RASH TR
(8

(B) B=|BRHTHEEH)

4.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items

201846 H 30 H
At 30 June 2018

EREE

Financial assets

BAA sefEETA
HAn 2 HEBGES X G
HNERISE Non trading
Financial
investments at
fair value
through other BENBES
comprehensive Money market HAtr
income fund Others
BT BT BT
HK$'000 HK$'000 HK$'000
201841 H1H At 1 January 2018
FHAFIAE As previously reported - - -
FRW)EE Opening adjustments
- T E SRR A - Transfer from advances
MRIR and other accounts - - 700,932
- [ E SR E-T - Transfer from financial
e investments -
available-for-sale 15,156 6,096,906 11,327,738
PRI R R Er Balance after opening
adjustments 15,156 6,096,906 12,028,670
Wz Gains
- Wz - Income statement - (35,519) (276,559)
- HAh A A - Other comprehensive
income
- IA AR AR - Change in fair value of
4 T U % B financial assets at fair
EMEEZN value through other
FelESEE comprehensive
income 306 - -
BA Purchases 16,392 1,303,455 3,271,857
B Sales - (4,616,701) (11,988,064)
201846 H 30 H At 30 June 2018 31,854 2,748,141 3,035,904

22018 6 H 30 HfF
HHERE A A
T AMEERHIAR TR
Wt A58

Total unrealised gain for the
period included in income
statement for financial
assets held as at 30 June
2018
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SRIEEFABIIA M 4. Fair values of financial assets and liabilities (continued)
& (|

4.1 PAREENSRITE 4.1 Financial instruments measured at fair value (continued)

Notes to the Interim Financial information (continued)

(&)
(B) HB=|E4kHITE B &8 (B) Reconciliation of level 3 items (continued)
(&
2017 412 A 31 H
At 31 December 2017
ERVEE
Financial assets
?ﬁiﬁ\%ﬁﬂ}ﬁ T
(;éé ﬁf) Availab/l\e—foisale
Derivative
Financial iEdire
Instruments Equity HAth
(net) securities Others
BT BT BT
HK$000 HK$000 HK$'000
#2017 E1H1H At 1 January 2017 85 13,381 7,768,729
W Gains
- Wi - Income statement - - 749,775
- HAtr g as - Other comprehensive
income
- IR ERG - Change in fair value
AnEEL of available-for-sale
securities - 1,775 -
HA Purchases - - 34,255,958
B~ W[ R FA Sales, redemptions and
maturity - - (25,343,944)
=g Transfer out of Level 3 (85) - -
W20174F 12 H 31 H At 31 December 2017 - 15,156 17,430,518
#2017 4£12 5 31 H Total unrealised gains for
FER NS REEN T the year included in
WEt Al RIIRE income statement for
AU A HE %R financial assets held as

at 31 December 2017 - -
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Notes to the Interim Financial information (continued)

4, SRFEEMBERA M 4. Fair values of financial assets and liabilities (continued)
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4.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 30 June 2018, financial instruments categorised as level 3 are mainly comprised
of financial assets at fair value through profit or loss and unlisted equity shares.

As at 31 December 2017, financial instruments categorised as level 3 are mainly

comprised of available for sale financial assets.

For certain illiquid debt instruments and inter-bank investment, 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 4. The Group has established internal control

procedures to control the Group’s exposure to such financial instruments.

The fair values of unlisted 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
increased/decreased by HK$1,593,000 (31 December

would have
HK$758,000).
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HHARA RS B Notes to the Interim Financial information (continued)
(&)

4. SREEMABNAM 4. Fair values of financial assets and liabilities (continued)
B (&)

4.2 JEPIANRESFENSRT 4.2 Financial instruments not measured at fair value

A

N ERDFE S e Fair value estimates are made at a specific point in time based on relevant market
MR TS E R A 5 information and information about various financial instruments. The following methods
Bl T B 2 BRI AR e - LA and assumptions have been used to estimate the fair value of each class of financial
2 E R A TS instrument as far as practicable.

DL F A AL & S Ml T

HZAnE -

R 1 R ERTT Fe At Balances with/from banks and other financial institutions and trade bills
RS &fER K 5 SR

KRGy 2 it EE N EaRE Substantially all the financial assets and liabilities mature within one year from the
BRsEEHE —FRNE balance sheet date and their carrying value approximates fair value.

A > FARE(E B e

P

HEERK Advances to customers

KEGr 7 % FE 2R E) Substantially all the advances to customers are on floating rate terms, bear interest at
FIR > 3 B R B prevailing market interest rates and their carrying value approximates fair value.

B HRmE E S e E

-
o

4
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T HAR B BRI EE Notes to the Interim Financial information (continued)
(%)

4. SREEMABNAM 4. Fair values of financial assets and liabilities (continued)
B (&)

4.2 JEPIANRESFENSRT 4.2 Financial instruments not measured at fair value (continued)

2 (&

DU BRSO E ST B ETS Debt instruments at amortised cost

IE

Pl Gk A MEST = E The fair value of debt instruments at amortisation cost is determined by using the same
THEZA e EEEEEE approach as those debt instruments measured at fair value as described in Note 4.1.

41 NPAREFTENE
BLESRMZITEME -

ZEETER Deposits from customers
KEGr 7 % E1FE RS Substantially all the deposits from customers mature within one year from the balance
BEHZ—-FEARNTNE - HiE sheet date and their carrying value approximates fair value.

] (BN FOfE A -

E R T EES ST Debt securities and certificates of deposit in issue
T HE 2 A\ lEkE e The fair value of these instruments is determined by using the same approach as those
[z 4.1 RELAEETE debt instruments and certificates of deposit measured at fair value as described in Note
R T B R FERGER 4.1
ZJ7EME -
B DA b HARAE{E LN o fE The following tables set out the carrying values and fair values of the financial
MHEN R T B » TF instruments not measured at fair value, except for the above with their carrying values
FIELA EET R e being approximation of fair values.
THZEAERAE -
201846 H 30 H 2017 F 12 H 31 H
At 30 June 2018 At 31 December 2017
RRE{E ARfE IRIAIME AnfE
Carrying value Fair value Carrying value Fair value
BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
SRIEE Financial assets
DA eRREAERT 21T Debt instruments at
(v mm=t amortised cost 6,710,838 6,796,521 - -
FAZEIIEA S Held-to-maturity - - 3,457,187 3,452,680
EFK R TEGK Loans and
receivables - - 3,753,086 3,776,502
ERAR Financial liabilities
EBTEBE SN Debt securities and
Ty certificates of deposit in
issue 6,919,024 6,931,713 6,781,208 6,686,616
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5. Contingent liabilities and commitments

Notes to the Interim Financial information (continued)

The following is a summary of the contractual amounts of each significant class of contingent

liability and commitment and the aggregate credit risk-weighted amount and is prepared with

reference to the completion instructions for the HKMA return of capital adequacy ratio.

Direct credit substitutes

Transaction-related contingencies

Trade-related contingencies

Asset sales with recourse

Commitments that are unconditionally cancellable
without prior notice

Other commitments with an original maturity of
- up to one year
- over one year

Credit risk-weighted amount

A 2018 £ J#+ 2017 4
6 H30H 12H31H
At 30 June At 31 December
2018 2017
AT AT
HK$'000 HK$'000
10,107,001 9,884,212
1,984,200 1,548,920
15,057,261 14,018,162
3,457,621 9,279,111
71,517,388 75,424,409
2,455,735 1,984,229
12,804,297 10,920,331
117,383,503 123,059,374
17,384,340 22,519,889

The credit risk-weighted amount is calculated in accordance with the Banking (Capital)

Rules. The amount is dependent upon the status of the counterparty and the maturity

characteristics of each type of contract.
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Notes to the Interim Financial information (continued)

6. Segmental reporting

(a) By operating segment

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

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

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

“Others” refers to other group operations and mainly comprises of items related to the
Group as a whole and totally independent of the other four business segments.
Revenues and expenses of any business segment mainly include items directly attributable

to the segment. For management overheads, allocations are made on reasonable bases.
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6. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial information (continued)

BASHT T
Personal Corporate uy=c 51 BE Hfr Nt SEHESH 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 2018
Net interest (expense)/income
- external (15,197) 2,305,337 922,692 - 3,212,832 3,212,832
- inter-segment 465,010 (2,911) (462,099) - - -
449,813 2,302,426 460,593 - 3,212,832 3,212,832
Net fee and commission
income/(expense) 379,826 466,979 22,852 20 917) 868,760 - 868,760
Net trading gain/(loss) 16,441 51,190 60,525 (21,185) (89) 106,882 - 106,882
Net gain on financial
instruments at fair value
through profit or loss - - 277,486 - 277,486 277,486
Net gain on other financial
assets - 72,985 2,643 - 75,628 75,628
Other operating
(expense)fiincome (1) - (7) 71,826 4,342 76,160 (64,859) 11,301
Net operating income before
impairment allowances 846,079 2,893,580 824,092 50,661 3,336 4,617,748 (64,859) 4,552,889
Net charge of impairment
allowances (5,750)  (121,438) (26,475) - (824)  (154,487) - (154,487)
Net operating income 840,329 2,772,142 797,617 50,661 2,512 4,463,261 (64,859) 4,398,402
Operating expenses (521,524) (914,228) (52,513) (92,672) (36,668) (1,617,605) 64,859  (1,552,746)
Operating profit/(loss) 318,805 1,857,914 745,104 (42,011) (34,156) 2,845,656 - 2,845,656
Net gain from fair value
adjustments on investment
properties - - - 11,480 - 11,480 11,480
Net gain from disposal/
revaluation of properties,
plant and equipment - - - 4,072 - 4,072 4,072
Profit/(loss) before taxation 318,805 1,857,914 745,104 (26,459) (34,156) 2,861,208 - 2,861,208
At 30 June 2018
Assets
Segment assets 45,098,403 216,530,662 166,904,846 7,951,018 312,157 436,797,086 - 436,797,086
Liabilities
Segment liabilities 120,249,482 227,620,509 32,962,320 3,550 2,358,401 383,194,262 - 383,194,262
Half-year ended
30 June 2018
Other information
Capital expenditure - - - 57,332 57,332 - 57,332
Depreciation 4,007 2,239 203 92,664 3,840 102,953 - 102,953
Amortisation of securities - - 221,550 - 221,550 - 221,550
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6. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial information (continued)

ELAST AT
Personal Corporate AT & Fth Nt GRS e
Banking Banking Treasury Investment Others Subtotal  Eliminations ~ Consolidated
T T T T T T T T
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 31 December 2017
Assets
Segment assets 43,562,710 193,081,724 190,352,353 7,733,493 331,858 435,062,138 - 435,062,138
Liabilities
Segment liabilities 108,471,515 231,197,241 41,049,841 3,053 2,251,408 382,973,058 - 382,973,058
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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Sey-iily gy SR Notes to the Interim Financial information (continued)
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6. DiEHE (&) 6. Segmental reporting (continued)
(b) M E A (b) By geographical area
LUTERZRENE The following information is presented based on the principal places of operations of the
A2 Sk subsidiaries, or in the case of the Bank, on the locations of the branches responsible for
SR MEBARSRITZE reporting the results or booking the assets:
Bk R A R e
HE R EELIRZ D
{TRTERN Y
PELHEZF 201846 530 H FEAEEE 201746 H30H
Half-year ended 30 June 2018 Half-year ended 30 June 2017
TR (B2 AT FEHURE R
ZIREBEA ERAsERT IR (RN}
Net operating b=zl Net operating il
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
AT AT AT T AT
HK$'000 HK$'000 HK$'000 HK$'000
s Hong Kong 2,805,944 2,000,222 2,283,006 1,506,064
o [g] AT, Mainland of China 1,746,945 860,986 1,420,820 400,542
&Et Total 4,552,889 2,861,208 3,703,826 1,906,606
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Sey-iily gy SR Notes to the Interim Financial information (continued)
(&)

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

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

7201846 H 30 H
At 30 June 2018

BAREERIAE
Contingent
HEEE HaE FERBEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT BT BT AR
HK$'000 HK$'000 HK$'000 HK$'000
i Hong Kong 265,353,106 227,669,248 7,053,349 51,091,940
R Y HE Mainland of China 171,443,980 155,525,014 929,508 66,291,563
&5t Total 436,797,086 383,194,262 7,982,857 117,383,503
2017 £ 12 H 31 H
At 31 December 2017
SR EERIRIE
Contingent
AR =i JEREIEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT BT BT AT
HK$'000 HK$'000 HK$'000 HK$'000
T Hong Kong 260,457,002 223,835,403 6,923,364 49,902,361
o [5] ATHE Mainland of China 174,605,136 159,137,655 895,593 73,157,013
&5t Total 435,062,138 382,973,058 7,818,957 123,059,374
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Notes to the Interim Financial Information (continued)

7. Assets pledged as security

As at 30 June 2018, the liabilities of the Group amounting to HK$2,638,687,000 (31
December 2017: HK$5,258,501,000) were secured by assets deposited with central
depositories to facilitate settlement operations. In addition, the liabilities of the Group
amounting to HK$2,753,881,000 (31 December 2017: HK$3,208,148,000) 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$5,504,644,000 (31 December 2017:
HK$8,579,860,000) mainly included in “Trading assets”, “Financial investments” and “Trade
bills”.
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Notes to the Interim Financial information (continued)

8. FEEREALRS 8. Significant related party transactions
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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").

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

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)

8. FEEREALRS 8. Significant related party transactions (continued)
(&)

() EEATREAT
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27,487,883,000 T ) -
2018 4 |- 4Egr
{5 5 U T T
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By ke 285,413,000
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(@) 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 2018, the related aggregate amount of the Group was
HK$29,051,833,000 (31 December 2017: HK$27,487,883,000). The aggregate
amount of expenses of the Group arising from these transactions with China Cinda for
the first half of 2018 was HK$285,413,000 (first half of 2017: HK$117,863,000).

The majority of transactions with Cinda Hong Kong arises from deposits from
customers. As at 30 June 2018, the related aggregate amount of the Group was
HK$10,862,864,000 (31 December 2017: HK$6,378,915,000). The aggregate amount
of expenses of the Group arising from these transactions with Cinda Hong Kong for
the first half of 2018 was HK$79,079,000 (first half of 2017: HK$ 25,863,000).
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Notes to the Interim Financial information (continued)

8. FEEREALRS 8. Significant related party transactions (continued)
(&)
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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 2018, the related aggregate amount
of the Group was HK$3,619,133,000 (31 December 2017: HK$4,859,435,000). 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 2018 was
HK$123,428,000 (first half of 2017: HK$115,238,000).

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 2018,
the related aggregate amount of the Group was HK$1,083,401,000 (31 December
2017: HK$1,213,388,000) and HK$7,525,394,000 (31 December 2017:
HK$15,632,964,000) 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 2018 was HK$33,441,000 (first half of
2017: HK$19,969,000) and HK$268,713,000 (first half of 2017: HK$70,486,000)
respectively.
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AR RS ORI e Notes to the Interim Financial information (continued)
(&)

8. FEEREALRS 8. Significant related party transactions (continued)
(&)

(a) BARAF KEATE (&) Transactions with the parent companies and the other companies
e 2 HAl N\ 5] 3 controlled by the parent companies (continued)

TR S (8

R btz g st » B At Save as disclosed above, transactions with other parent companies and the other
ISYNEID-SS /AN EE | companies controlled by the parent companies are not considered material.

Z HA A ] HEFTHY RS

GAAER -

REEMFEIEE XK S The Group enters into banking transactions with these entities in the normal course of
B E RS T IRTT business which include loans, financial investments and money market transactions.

ST ELERT -
SRLE R TS
25 -
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AR RS ORI e Notes to the Interim Financial information (continued)
(&)

8. FEERIE AL S 8. Significant related party transactions (continued)
(&)

(b) BABURFIERE - FOIEM (b) Transactions with government authorities, agencies, affiliates and other
E ~ I B RS state controlled entities
Bl I E BATR
5
e EE A B HE B U The Group is subject to the control of the MOF of the PRC Government, which also
O R B2 E F O directly or indirectly controls a significant number of entities through its government
il TR authorities, agencies, affiliates and other state controlled entities. The Group enters into
RPEHRS ~ B e R banking transactions with government authorities, agencies, affiliates and other state
HMEAEZEHERE controlled entities in the normal course of business at commercial terms.
PR AR B R

B - AR ik
EEXT SNk
17 ~ (RETARA - Tt
178 e LAl [ A 2 7 8
BeHEAT W BURAT SR

L5 e

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

BRI 5158 -

- 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 - EH A - sales, purchase, underwriting and redemption of bonds issued by other state
1] Pl LAt B 2 controlled entities;
BERFTETZE5

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

- REEEES & - 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)

8. FEERIEALRS 8. Significant related party transactions (continued)
(&)

c) EEmEAR

FTHEEABRREE
Lo RE EL R B
HES KA~ 45
HREEREERZ
At BfFESE S
EHAS - AT
EEBTEHRZEH
5 e N B e ) B
B (5 & R
B IR RAER A
S HIH BUART
B H PR A 2 £
EIEPNES S ] h
ANEHEITERLRS -

FHEE A B ZFH
ar

Hrl R HoA A & T
TEH
BIRFER]

(d) EEATRIGEER

# 2018 4£ 6 H 30
H o AHITIEHEE
AR P — R
EGROET R 5 B
B 1Y JE U e AT B
J& 2\ R E AR Sy
AR K
593,437,000 Jt
(2017 4£ 12 H 31
H -
297,746,000 7T) K
Hs#e 258,429,000 7T
(2017 4£ 12 H 31
H -
185,478,000 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:

PEERE FELHEE

2018 £ 2017 &
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2018 2017
BT AT
HK$'000 HK$'000
Salaries and other short-term employee
benefits 46,732 28,839
Post-employment benefits 1,068 882
47,800 29,721

(d) Balances with subsidiaries

As at 30 June 2018, 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$593,437,000 (31
December 2017: HK$297,746,000) and HK$258,429,000 (31 December 2017:
HK$185,478,000) respectively.
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9. ERFE(EME

LR o34 752 SR BB IR
RITEA T 2 & ER®E
HYSEERFE R I 4R - B
REH IR 5 T P AR S s T
A S % DA 2 T
Z H S AR HE R S Sy
i HARRIELISFA B 2
B B TR B A M 2 SRl
(AR 2 SE R A PTE
B Gy T AT [ - H)
[V RS EAE IR Z
TEM 5 R IR T 2B
AT H b G B
HRAT Z ST AT -

A B B ) {181 ) 12 2% e 3,
HEE R bR 12 5 =
P fE4R%E 10%E0L F>
EREDT :

o BRI
o

gt
T

Notes to the Interim Financial information (continued)

9. 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:

Mainland of China
Hong Kong

Mainland of China
Hong Kong

201856 H30H
At 30 June 2018
FESRITRANSE
Non-bank private sector
IFERAT B
SRR JER
EJi#E  Non-bank NG
$RFT Official financial Non-financial et
Banks sector institutions private sector Total
AgTo BT B%To AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
44,692,727 1,765,799 1,234,476 42,627,128 90,320,130
498,186 68,067 6,330,517 35,644,288 42,541,058
#2017 12 A 31 H
At 31 December 2017
FESRTTRA R
Non-bank private sector
JRIRAT j
R FEl
BEJ7HRE  Non-bank FANRE
ST Official financial  Non-financial Yt
Banks sector institutions  private sector Total
BRETIT O BETT AT AHETIT AHETIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
49,317,277 9,534,250 212,539 38,767,290 97,831,356
2,629,913 443,739 4,739,648 35,321,601 43,134,901
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Notes to the Interim Financial information (continued)

10. 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 20186 A 30 H
At 30 June 2018

HEAR HEAR
SRR RAN RN
HH [ BB
ltems in On-balance Off-balance  #EEFE&ERE
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 55,692,173 4,583,393 60,275,566
HoOAFBUR ~ #5BURRFARY Local governments, local
i - HIfE AT REE government-owned entities and their
Hioe subsidiaries and joint ventures 2 28,188,571 6,553,713 34,742,284
R EE AN ERECEMfFE  PRC nationals residing in Mainland or
NEFH R ~ B fE other entities incorporated in
5 RSB Mainland and their subsidiaries and
joint ventures 3 80,535,112 14,211,213 94,746,325
NefhifE FasE—IEf g Other entities of central government
JF Y Ho At ik not reported in item 1 above 4 5,197,471 2,966 5,200,437
FefEfe Faltss —IE# 58 Other entities of local governments not
JF IR ECAt AR reported in item 2 above 5 287,512 - 287,512
hEEEINEREFESNTE PRC nationals residing outside
e - HEREAN Mainland or entities incorporated
E& outside Mainland where the credit is
granted for use in Mainland 6 11,225,294 2,281,394 13,506,688
HZ 5 FmEEREEIE  Other counterparties where the
BEAR BRI TIPS exposures are considered to be
HRYE non-bank Mainland exposures 7 5,135,276 562,129 5,697,405
Hast Total 8 186,261,409 28,194,808 214,456,217
HUBCER SR A B EYEE Total assets after provision 9 446,629,507
LEABENTER &I On-balance sheet exposures as
(B EMEEE 5L percentage of total assets 10 41.70%
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Notes to the Interim Financial information (continued)

10. Non-bank Mainland exposures (continued)

#2017 £ 12 H 31 H
At 31 December 2017

HEAMR HEAMR
SE R FNHY I
HH B ARYE R ENE
ltems in On-balance  Off-balance  4&J&\[g&IE
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT AT
HK$'000 HK$'000 HK$'000
PORE - FREURS AR Central government, central
T - B AT REE government-owned entities and their
3% subsidiaries and joint ventures 1 47,506,686 5,511,500 53,018,276
HoOAFBUR ~ #OFBURRFERY Local governments, local
i - HIfE AT REE government-owned entities and their
fioe subsidiaries and joint ventures 2 21,617,740 4,703,027 26,320,767
hEEE N ERECEAM/FE  PRC nationals residing in Mainland or
NEF RS ~ B fE other entities incorporated in
H RSB Mainland and their subsidiaries and
joint ventures 3 74,038,354 15,195,181 89,233,535
NeEfhfE R —IEf g Other entities of central government
TF R Ho At ik not reported in item 1 above 4 4,936,451 3,398 4,939,849
KefEfe Faltss —IE# 58 Other entities of local governments not
IR reported in item 2 above 5 253,003 - 253,003
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 13,218,282 1,983,472 15,201,754
HAthxz S F i EfG &3 Other counterparties where the
BEAR B IEIRT T U exposures are considered to be
HRYE non-bank Mainland exposures 7 5,131,429 13,906 5,145,335
Hast Total 8 166,701,945 27,410,574 194,112,519
HUBCER BRI B EYEE Total assets after provision 9 445,101,340
LEABENTER K On-balance sheet exposures as
(B EMEEHE 5L percentage of total assets 10 37.45%

88



