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Condensed Consolidated Income Statement

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading (loss)/gain

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

Net gain on other financial assets

Other operating income

Net operating income before impairment
allowances
Net charge of impairment allowances

Net operating income
Operating expenses

Operating profit

Net gain from disposal of/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

CR&E:T) CREEEST)
(Unaudited) (Unaudited)
FELER FEEEE
2015 4 2014 &

6 H30H 6 H30H

Half-year ended Half-year ended
Bk 30 June 30 June
Notes 2015 2014
AT T BT
HK$'000 HK$'000
4,566,684 4,957,419
(2,186,749) (2,393,209)
5 2,379,935 2,564,210
762,744 651,888
(48,365) (35,668)
6 714,379 616,220
7 (93,559) 46,099
(1,323) (3,109)
8 63,255 26,002
9 31,239 36,065
3,093,926 3,285,487
10 (341,086) (281,241)
2,752,840 3,004,246
11 (1,204,022) (1,209,160)
1,548,818 1,795,086
12 105,522 60,511
13 18,468 290
1,672,808 1,855,887
14 (264,481) (344,073)
1,408,327 1,511,814
15 542,500 700,000

The notes on pages 7 to 111 are an integral part of this interim financial information.
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Condensed Consolidated Statement of Comprehensive

Income

Profit for the period

Items that will not be reclassified subsequently
to income statement:

Premises:
Revaluation of premises
Deferred tax

Items that may be reclassified subsequently to
income statement:

Available-for-sale securities:

Change in fair value of available-for-sale
securities

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

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

Deferred tax

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

CGR&EFHE:D CR&EFE)
(Unaudited) (Unaudited)
HELEHER PEERE

2015 4f 2014 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT ATT
HK$'000 HK$°000
1,408,327 1,511,814
233,962 219,294
28,111 (30,220)
262,073 189,074
215,035 447,018
(30,139) (5,685)
550 444
(30,572) (82,464)
154,874 359,313
(2,908) 35,186
22,829 (263,309)
174,795 131,190
436,868 320,264
1,845,195 1,832,078

The notes on pages 7 to 111 are an integral part of this interim financial information.
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Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other
financial institutions

Placements with banks and other financial

institutions maturing between one and twelve

months
Financial assets at fair value through
profit or loss
Derivative financial instruments
Advances and other accounts
Investment in securities
Investment properties
Properties, plant and equipment
Current tax assets
Deferred tax assets
Other assets

Total assets

LIABILITIES

Deposits and balances from banks and other
financial institutions

Financial liabilities at fair value through
profit or loss

Derivative financial instruments

Deposits from customers

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Total liabilities

EQUITY

Share capital
Reserves

Total equity

Total liabilities and equity

(R&EE) (8BS

(Unaudited) (Audited)

#2015 4 1A 2014 4F

6 H30H 127531 H
B aE At 30 June At 31 December
Notes 2015 2014
BT HERETTT

HK$'000 HK$'000

16 48,764,069 58,282,800
16,313,208 18,180,762

17 6,312,715 6,155,213
18 542,483 439,072
19 176,922,216 163,903,699
20 55,554,443 47,168,324
21 398,534 1,280,271
22 7,105,291 7,328,497
650 -

28 74,615 152,171
23 6,032,590 1,013,444
318,020,814 303,904,253

35,278,123 37,735,611

24 4,692,862 4,970,693
18 462,939 278,506
25 223,094,471 209,633,935
26 17,056,422 15,181,966
281,535 222,225

28 956,923 986,473
281,823,275 269,009,409

29 3,144,517 3,144,517
30 33,053,022 31,750,327
36,197,539 34,894,844

318,020,814 303,904,253

The notes on pages 7 to 111 are an integral part of this interim financial information.
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At1 January 2014

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

Total comprehensive
income

Transfer to share capital

Transfer from retained
earnings

Dividends

At 30 June 2014

At 1 July 2014

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

Total comprehensive
income

Transfer from retained
earnings

At 31 December 2014

Condensed Consolidated Statement of Changes in Equity

(REEZEED)
(Unaudited)

b e

B ATE

EBER

Reserve for

B fair value

HElf#f#  changes of

[iEZN BeA R E N Premises available- B R R RTFER

Share Share Capital  revaluation for-sale  Regulatory  Translation Retained 4t
capital premium reserve reserve securities reserve* reserve earnings Total
AT AT BT BT BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
700,000 2,444,517 605 5,515,739 (164,888) 1,944,980 964,629 20,894,407 32,299,989
- - - - - - - 1511,814 1,511,814
- - - 189,074 - - - - 189,074
- - - - 359,313 - - - 359,313
- - - - - - 35,186 - 35,186
- - - (3,344) 2,438 - (262,403) - (263,309)
- - - 185,730 361,751 - (227,217) 1,511,814 1,832,078
2,444,517 (2,444,517) - - - - - - -
- - - - - 27,702 - (27,702) -
- - - - - - - (700,000)  (700,000)
3,144,517 - 605 5,701,469 196,863 1,972,682 737,412 21,678,519 33,432,067
3,144,517 - 605 5,701,469 196,863 1,972,682 737,412 21,678,519 33,432,067
- - - - - - - 1,239,685 1,239,685
- - - 235,945 - - - - 235,945
- - - - 9,360 - - - 9,360
- - - - - - 3,214 - 3,214
- - - (305) 685 - (25,807) - (25,427)
- - - 235,640 10,045 - (22,593) 1,239,685 1,462,777
- - - - - 200,908 - (200,908) -
3,144,517 - 605 5,937,109 206,908 2,173,590 714,819 22,717,296 34,894,844
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EELF s BER Condensed Consolidated Statement of Changes in Equity
(&) (continued)

GREEES)

(Unaudited)
T E
BEATE
-l
Reserve for
BEE fair value
HfhfE# changes of

B EAGE  Premises  available-  BEEfEE Bt HEEF

Share Capital revaluation for-sale Regulatory Translation Retained =t
capital reserve reserve securities reserve* reserve earnings Total

AT AT AT AT AT AT AT ARTTT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

201541 H1H At 1 January 2015 3,144,517 605 5,937,109 206,908 2,173,590 714,819 22,717,296 34,894,844
HAP R Profit for the period - - - - - - 1,408,327 1,408,327
Hofth 4= UG Other comprehensive
income:
BE Premises - - 262,073 - - - - 262,073
Ak Available-for-sale
securities - - - 154,874 - - - 154,874
FHEEER TS T Change in fair value
HZ AN EEE(E of hedging

instruments under
net investment

hedges - - - - - (2,908) - (2,908)
B E R Currency translation
difference - - 329 554 - 21,946 - 22,829
EW A EH Total comprehensive
income - - 262,402 155,428 - 19,038 1,408,327 1,845,195
R 2 i Release upon disposal of
premises - - (458,812) - - - 458,812 -
S E A RLF Transfer from retained
earnings - - - - 93,805 - (93,805) -
;%458 Dividends - - - - - - (542,500)  (542,500)
2201546 H 30 H At 30 June 2015 3,144,517 605 5,740,699 362,336 2,267,395 733,857 23,948,130 36,197,539
* Brfratkerst eI 39 SR EEEREUK * In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including
{EXEFESN  F & R BRI E TR future losses or other unforeseeable risks, in addition to the loan impairment allowances recognised under HKAS 39.

FIBEE A ERIT e 2 1 (e
RAGRK AR TSR ) -

7 FE 111 H MR EA R The notes on pages 7 to 111 are an integral part of this interim financial information.
B Z HRH o -
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HEGEHERER

Condensed Consolidated Cash Flow Statement

CR&ERT) CRESFEST)
(Unaudited) (Unaudited)
MEGEES PGS EE
2015 4= 2014
6 H30H 6 H30H
Half-year ended Half-year ended
i 30 June 30 June
Notes 2015 2014
AT AT
HK$'000 HK$'000
KBEREIHERE Cash flows from operating activities
ExfiaialEiler CORH) /i A Operating cash (outflow)/inflow before
taxation 31(a) (7,703,445) 3,423,404
YT EAFER Hong Kong profits tax paid (113,528) (100,188)
AN R Overseas profits tax paid (46,080) (166,061)
s >SS (FH) /RATRE Net cash (outflow)/inflow from operating
activities (7,863,053) 3,157,155
BREEBIHRERE Cash flows from investing activities
L YNCYIE B &4 Purchase of properties, plant and equipment (28,641) (20,078)
T ATEE Y% Purchase of investment properties (1,080) (180)
HEYZE - 30 MEHETSECE Proceeds from disposal of properties, plant
and equipment 396,876 251
HEREYIHESECE Proceeds from disposal of investment
properties 986,800 -
BEEBZHERA (FE) 348 Net cash inflow/(outflow) from investing
activities 1,353,955 (20,007)
MEEGEIRERE Cash flows from financing activities
AR Dividend paid (542,500) (700,000)
B IR S Net cash outflow from financing activities (542,500) (700,000)
e REERSEE (V) /0 (Decrease)/increase in cash and cash
equivalents (7,051,598) 2,437,148
P1H1HZREREERESTEH Cash and cash equivalents at 1 January 52,301,071 39,008,565
PEREENIN G N ERIRGIEEHR  Effect of exchange rate changes on cash and
o cash equivalents (40,632) (684,194)
K6 H 30 HZHEEERI4ELIEE Cash and cash equivalents at 30 June 31(b) 45,208,841 40,761,519

%7 111 7 Z IR A T
A2 R T

The notes on pages 7 to 111 are an integral part of this interim financial information.
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T HARA RS BRI Notes to the Interim Financial Information

1. REECRER FEEHEE 1. Basis of preparation and significant accounting policies

(a) 4mBUE%E (a) Basis of preparation
The unaudited interim financial information has been prepared in accordance with

BE AR K 2 o B % &
K T RE A
Frasfli < & A gt 2EAIEE 34
S T R TR -

HKAS 34 “Interim Financial Reporting” issued by the HKICPA.

(b) FEEHBEE (b) Significant accounting policies
The significant accounting policies adopted and methods of computation used in the
preparation of the unaudited interim financial information are consistent with those
adopted and used in the Group’s annual financial statements for the year ended 31
December 2014 and should be read in conjunction with the Group’s Annual Report for

BEARAE I 2 P B EOR
PRl 2 £ 3 & B Kt
FE - HEEE20144212
ABLH (2 A SEE I
R 2 mBLETE— 2 0 0FR
[ AL 20144 7

E— PRI -

—
)
~

EEMLEAEEEREY  (c

~

2014.

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

B e e e o e B N Y effective and have not been early adopted by the Group in 2015

B 20155 SR AT HR A 2 %

RIBAZET

AR AR
Applicable for
X0 1EET NE financial years
Standards/Amendments Content beginning on/after
AT 157 HeERE £ 2016 £ 1 A1 H
(&5
HKAS 1 (Amendment) Disclosure Initiative 1 January 2016
AT 27 57(2011) (41&:T) B B BER NIRRT E 201641 H1H
HKAS 27 (2011) (Amendment) Equity Method in Separate Financial Statements 1 January 2016
AT 28 5E(2011) - FHAEM B EEE | GFotHREVNEEHIEN 2016 1 H1H
HAERIES 10 5 & B A
12 5% (&EET)
HKAS 28 (2011), HKFRS 10 Investment Entities: Applying the Consolidation Exception 1 January 2016
and HKFRS 12 (Amendment)

TSI AR RS 9 57(2014) R TE 201841 H1H
HKFRS 9 (2014) Financial Instruments 1 January 2018
A B R AIES 15 5% TR FEERIA 2017 1H1H
HKFRS 15 Revenue from Contracts with Customers 1 January 2017
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AR B TR
(#)

1. REEER FEEEEEE 1. Basis of preparation and significant accounting policies (continued)
(&)

Notes to the Interim Financial Information (continued)

(c) ELARMm: A S AT BR(E i
RBEHEERFIRFHAE
SEER 2015 R ATRGAZ
ERAIRMEET (8

(c) Standards and amendments issued that are relevant to the Group but not yet
effective and have not been early adopted by the Group in 2015 (continued)

ARG (4K
(EEADREHa- CHISENLE
ARG REAEERE
51 G AR — 0 S 2
B EEH G R R EE
HM B R RN
B} - fI - BLER TR
R E AR R IE AR
el B M=
Y EDR R AR F B
BRI © BN 0 B
o] B i ¥ A 288 ) S 1
B 2= JUE AL IR B DU
JER PP E R 2FHEM
BN -

7 G T A A EE 28 5%
(2011) ~ BB B EAE
HIIE 1055 K 7 I 75
EAREAEL25E (&EET)

Ma e Sra HRE
SMRERAIMER] | - BWEE
g &t & Al % 28 5
(2011) ~ FiEM B EAE
5 1055 R & I 75 5
HREAIFL25E (KB
HYPRZE fL & [E 5T 5 £ 5]
AR B E TR
Tt R R YR (R
HEEHRENERE
SR E BRI B AN R
H) - BTN ER
LT GatEE - 5R
M F BT AR
MBHETIHERTE -

ARt H A AR R B ES
WA - SRR EE
20144 7 HE FE S A
HEEHTEE2.1(0)7E o

e HKAS 1 (Amendment), “Disclosure Initiative”. The amendments to HKAS 1 are

designed to further encourage companies to apply professional judgement in
determining what information to disclose in their financial statements. For example,
the amendments make clear that materiality applies to the whole of financial
statements and that the inclusion of immaterial information can inhibit the usefulness
of financial disclosures. Furthermore, the amendments clarify that companies should
use professional judgement in determining where and in what order information is
presented in the financial disclosures.

HKAS 28 (2011), HKFRS 10 and HKFRS 12 (Amendment), “Investment Entities:
Applying the Consolidation Exception”. The narrow-scope amendments to HKAS 28
(2011), HKFRS 10 and HKFRS 12 (Amendment) introduce clarifications to the
requirements when accounting for investment entities (i.e. exception on applying
equity method/consolidation in relation to investment entities). The amendments also
provide relief in particular circumstances. The application of these amendments will
not have a material impact on the Group’s financial statements.

Please refer to Note 2.1(b) of the Group’s Annual Report for 2014 for brief
explanations of the rest of the above-mentioned standards and amendments.
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AR B TR
(#)

Notes to the Interim Financial Information (continued)

1. GREERERN FEEETESE 1. Basis of preparation and significant accounting policies (continued)

(&)

(c) ELARMm: A S AT BR(E i

RBEHEERFIRFHAE
SEER 2015 R ATRGAZ
ERAIRMEET (8

SEEE B BE SR

MEEEm A B ELER
BEZTARE G A E
HRRIFRTEARENE
i o EHERES I EHETIR -

FeEGET R T I T
HHIEET > DU B IREME 5]
T I s i s AE AU RH 2
irsBesmEs AYEET - %%
BT 1 20161 1 H #E
FRAARY &SRR - FRAN
A BIHERTE A S B 75 it
FILHENTE -

2. ERgTBORRZERS
aTliat BT

NS e e R = WS
B0 HHIREEE E 20144212
H 31 H WA #5345 N T A Y
*@Z °

(c) Standards and amendments issued that are relevant to the Group but not yet
effective and have not been early adopted by the Group in 2015 (continued)

Improvements to HKFRSs

“Improvements to HKFRSs” contains numerous amendments to HKFRSs which the
HKICPA considers not urgent but necessary. It comprises amendments that result in
accounting changes for presentation, recognition or measurement purpose as well as
terminology or editorial amendments related to a variety of individual HKFRSs. The
amendments will be effective for annual periods beginning on or after 1 January 2016.
The adoption of these improvements does not have a material impact on the Group’s
financial statements.

2. Critical accounting estimates and judgements in applying
accounting policies

The nature and assumptions related to the Group’s accounting estimates are consistent
with those used in the Group’s financial statements for the year ended 31 December 2014.
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AR B TR
(#)
3. wEiEbsEE

REEMA R ESHEBN R
SRR o SRR E R
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SR R -

3.1 fEEERE
(A) SEEHR MR
(a) BESK

EHEEEER
e B 3K HH 3 — IR
% HIE KB
> &R AR
BABMHERE
HAH WA SEAY R
g > Al E
R HH BB 1R
o

WHERBBEK
M 5 KL H R ORR
EIRK - ARER
% AR E
BHLOR AR B B R AT
HAEWE M 2=
TR EEH
B E R KA &
s 2 e R L
EHHBERES
RN L PAIRAN: R
KEM:

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.

10
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R EARA R BRI Notes to the Interim Financial Information (continued)

(&)

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

3.1 =8R8 (&) 3.1 Credit Risk (continued)
(A) BEEZEHAMIREE (A) Gross advances and other accounts (continued)
€:-))
(a) BEEx (8) (a) Impaired advances (continued)
#2015 4 2014 4E
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT T AT
HK$'000 HK$'000
EZ & P EREE Gross impaired advances to customers
#H 1,071,198 1,138,863
SR E Impairment allowances made in respect of
NERIER such advances 699,111 732,356
g bt Current market value of collateral held
BENEPERZ against the covered portion of such
A THE advances to customers 450,246 951,317
AR RES Covered portion of such advances to
ZREFEEK customers 374,632 637,382
AR R Uncovered portion of such advances to
E2EFEEN customers 696,566 501,481
TEERHCEE L The impairment allowances were made after taking into account the value of
e HEAH collateral in respect of such advances.
(=R
201546 H 30 As at 30 June 2015, there were no impaired trade bills (31 December 2014: Nil).

H R AREZH
ZER R (2014 4
12 731 H:fi§) -

11
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AR R ERHT EE Notes to the Interim Financial Information (continued)
(&)

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

3.1 =Rk (&) 3.1 Credit Risk (continued)
(A) BEEZEHAMIREE (A) Gross advances and other accounts (continued)
€::))
(a) BEERK (8D (a) Impaired advances (continued)
B FEE R Classified or impaired advances to customers are analysed as follows:
R PERR I
FINNE
#2015 4F 7 2014 4
6 H30H 12 531 H
At 30 June At 31 December
2015 2014
AT AT
HK$'000 HK$'000
F5 I 43 FEECORUE Gross classified or impaired advances to
ZEFERE customers
#H 1,144,353 1,254,636
¥ 7 73 FHEORE Gross classified or impaired advances to
ZEFEERMA customers as a percentage of gross
HEEFER advances to customers
HEEALER 0.71% 0.84%
sk bt B KR Individually assessed impairment
Al &4l 2 AR allowances made in respect of such
AEfH advances 694,401 731,598
i Sy EEORE Classified or impaired advances to customers represent advances which are either
ZEEENER classified as “substandard”, “doubtful” or “loss” under the Group’s classification of
HAEEEE loan quality, or individually assessed to be impaired.
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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)

(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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(A) Gross advances and other accounts (continued)

3.1 Credit Risk (continued)

3. Financial risk management (continued)

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

Notes to the Interim Financial Information (continued)

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

follows:

Gross advances to

customers which

have been

overdue for:

- six months or
less but over
three months

- one year or
less but over
six months

- over one year

Advances overdue

for over three
months

Individually

assessed
impairment
allowances made
in respect of such
advances

R 20156 H30H
At 30 June 2015

20144412 H 31 H
At 31 December 2014

5% = EERRAEER
B4tE

% of gross

5% P ER AR
Bt
% of gross

&%R advances to £58 advances to
Amount customers Amount customers
BT BT
HK$'000 HK$'000
383,520 0.24% 261,805 0.17%
262,395 0.16% 153,074 0.10%
192,432 0.12% 173,289 0.12%
838,347 0.52% 588,168 0.39%
453,348 505,549
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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 (continued)

Notes to the Interim Financial Information (continued)

2015 & 1 2014 &
6 H30H 12 531 H
At 30 June At 31 December
2015 2014
BT AT T
HK$'000 HK$'000
Current market value of collateral held
against the covered portion of such
advances to customers 484,248 430,468
Covered portion of such advances to
customers 384,612 284,182
Uncovered portion of such advances to
customers 453,735 303,986

Collateral held against overdue or impaired loans is principally represented by
charges over business assets such as commercial and residential premises for
corporate loans and mortgages over residential properties for personal loans.

As at 30 June 2015, there were no trade bills overdue for more than three months

(31 December 2014: Nil).
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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)

(c) Rescheduled advances

R 201546 H30H
At 30 June 2015

2014412 A 31 H
At 31 December 2014

5% F SRR AR [fire=a == ¢/ € kO
Btk =palw
% of gross % of gross
&%R advances to £58 advances to
Amount customers Amount customers
BT BT
HK$'000 HK$'000
Rescheduled
advances to
customers net of
amounts included
in “Advances
overdue for more
than three
months” 696 - 9,803 0.01%

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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3.1 Credit Risk (continued)
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

201586 H30H
At 30 June 2015

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

e EARFEZ  AaiET
Z B4 RESIR RAEAE IRAEZE
PSR % Covered BB Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or HEA impairment impairment
customers security impaired Overdue allowances allowances
AT BETT  ANTT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 4,263,464 20.89% - - - 21,339
- Property investment 11,356,948 92.66% 9,390 33,825 1,295 112,651
- Financial concerns 3,961,352 10.95% R R R 10,755
- Stockbrokers 75 100.00% - - - 1
- Wholesale and retail trade 10,429,274 30.89% 89,258 119,438 66,070 79,740
- Manufacturing 8,285,101 21.84% 28,091 29,133 15,549 38,533
- Transport and transport
equipment 4,129,098 9.03% - 1,310 - 14,306
- Recreational activities 55,748 1.97% R R R 135
- Information technology 866,540 2.21% 2,571 2,571 1,046 2,273
- Others 12,410,196 48.64% 43,023 55,497 39,173 72,367
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme 405,653 100.00% 1,763 10,888 - 241
- Loans for purchase of
other residential
properties 11,173,997 99.79% 773 46,535 - 4,332
- Credit card advances - - - - R R
- Others 7,071,200 49.70% 4,009 39,525 1,178 5,889
Total loans for use in Hong
Kong 74,408,646 51.58% 178,878 338,722 124,311 362,562
Trade finance 6,975,707 29.54% 144,589 158,325 119,426 53,253
Loans for use outside Hong
Kong 79,162,183 40.67% 820,886 1,391,174 450,664 590,307
Gross advances to customers 160,546,536 45.24% 1,144,353 1,888,221 694,401 1,006,122
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3.1 Credit Risk (continued)
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3. Financial risk management (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

201412 H31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

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

FES 2 , EERFE o
Z Btk e s IRAE AR IRAE AR
ZEEAEEE % Covered BORE Individually Collectively
Gross by collateral Classified assessed assessed
advances to or other or A impairment impairment
customers security impaired Overdue allowances allowances
BT IT BT BIETT ST T ST T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 3,109,845 30.32% - - - 10,877
- Property investment 12,223,689 86.15% 9,397 35,519 1,322 119,117
- Financial concerns 2,001,248 21.71% - R R 5,040
- Stockbrokers 101,383 1.35% - - - 236
- Wholesale and retail trade 11,956,256 26.82% 92,507 308,788 26,800 84,717
- Manufacturing 6,307,305 23.80% 38,178 41,590 26,344 33,372
- Transport and transport
equipment 4,056,145 10.50% 30,386 6,486 12,159 14,822
- Recreational activities 56,908 1.97% - R R 133
- Information technology 1,728,779 1.80% 2,479 4,875 919 4,273
- Others 13,754,281 44.32% 9,630 15,346 6,830 81,038
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme 455,145 99.99% 2,006 12,250 - 226
- Loans for purchase of
other residential
properties 10,333,678 99.51% 5,903 64,808 - 3,240
- Credit card advances 20,012 - 609 - - 290
- Others 6,759,164 41.17% 5,411 38,361 782 5,835
Total loans for use in Hong
Kong 72,863,838 50.36% 196,506 528,023 75,156 363,216
Trade finance 7,642,319 27.90% 102,867 110,355 73,200 59,473
Loans for use outside Hong
Kong 68,996,099 41.47% 955,263 1,249,484 583,242 815,833
Gross advances to customers 149,502,256 45.11% 1,254,636 1,887,862 731,598 1,238,522
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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

A 2015 & > 2014 4
6 H30H 12H531H
At 30 June At 31 December
2015 2014
BT T AT
HK$'000 HK$'000
Hong Kong 84,587,202 73,959,116
Mainland of China 68,977,600 69,650,228
Others 6,981,734 5,892,912
160,546,536 149,502,256
Collectively assessed impairment
allowances in respect of the
gross advances to customers
Hong Kong 422,707 412,140
Mainland of China 517,026 730,437
Others 66,389 95,945
1,006,122 1,238,522

19



2 NCB #:f 7% 44t

R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

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

3.1 =8R8 (&) 3.1 Credit Risk (continued)
(A) B R HAERIE (A) Gross advances and other accounts (continued)
€:-))
d) EEESRERE (d) Concentration of advances to customers (continued)
(8
(i) b P 4 oy (i) Geographical analysis of gross advances to customers (continued)
BB FE

Haag (40

WS Overdue advances
R 20154 ¥ 2014 4E
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT ARTIT
HK$'000 HK$'000
T Hong Kong 332,988 332,232
H 8] AT 1, Mainland of China 1,526,385 1,546,827
HAth Others 28,848 8,803
1,888,221 1,887,862
R SRR Individually assessed impairment
TE(ERIRF allowances in respect of the
fEZBE overdue advances
B
T Hong Kong 87,167 52,960
e 8] AT 1, Mainland of China 472,685 546,644
HAR Others 1,474 1,448
561,326 601,052
R ERK Collectively assessed impairment
TE4HERT allowances in respect of the
fHZBE overdue advances
B
w Hong Kong 7,228 6,660
R Y HE Mainland of China 56,049 6,844
HoAl, Others 1,069 20
64,346 13,524
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T HARA M ORI =k Notes to the Interim Financial Information (continued)
(&)

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

3.1 =Rk (&) 3.1 Credit Risk (continued)
(A) BEEZEHAMIREE (A) Gross advances and other accounts (continued)
€::))
d) BEERERE (d) Concentration of advances to customers (continued)
(&)
(i) Fh I i oy (i) Geographical analysis of gross advances to customers (continued)
BB FER

Hear (80

RSB Sy SEER Classified or impaired advances
5T
R 2015 48 2014 4
6 H30H 1254314
At 30 June At 31 December
2015 2014
BT HRTT
HK$'000 HK$'000
T Hong Kong 173,132 151,434
o B Pyt Mainland of China 968,870 1,101,806
At Others 2,351 1,396
1,144,353 1,254,636
e Individually assessed impairment
EREER allowances in respect of the
VEMEFIE classified or impaired advances
Z IR
T Hong Kong 88,089 55,235
o B Pyt Mainland of China 604,837 674,915
HoAh Others 1,475 1,448
694,401 731,598
e E Collectively assessed impairment
SR EERR allowances in respect of the
PE&H & FEf classified or impaired advances
BB
T Hong Kong 2,448 3,524
o B Yt Mainland of China 51,438 1,609
HAr Others 53 -
53,939 5,133
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AR R ERHT EE Notes to the Interim Financial Information (continued)
(&)

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

3.1 =8R8 (&) 3.1 Credit Risk (continued)
(B) KE&EE (B) Repossessed assets

REEEHF 2015 F 6 The estimated market value of repossessed assets held by the Group as at 30 June
H 30 HEEFAEULE 2015 amounted to HK$23,384,000 (31 December 2014: HK$4,906,000). They
EEZE BB comprise properties in respect of which the Group has acquired access or control (e.g.
23,384,000 Jt (2014 through court proceedings or voluntary actions by the proprietors concerned) for
F 12 H 31 H : A release in full or in part of the obligations of the borrowers.

4,906,000 JT) ° i2H

FE A [ A

U5 B s e i Y
Yisk (i asA R
Fp e £ B FE HHE
' AEUS) i
HHE AR HBETT
SRR
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2 NCB #:f 7% 44t

R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

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

3.1 E&EE (8) 3.1 Credit Risk (continued)
(C) BEBZBLEEESE (C) Debt securities and certificates of deposit
TR B LIS TR T The following tables present an analysis of the carrying value of debt securities and
T 2 (BH5 58 5 BTk certificates of deposit by issue rating. In the absence of such issue ratings, the ratings
SBIRHEAE - AT designated for the issuers are reported.
FEAREIESLS - Rl
BT NHYEESR
2
&
201586 H30H
At 30 June 2015
A3 IR
Aal & Aa3 Al & A3 Lower PR st
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT AT AT BT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
kR Available-for-sale
securities 351,074 27,746,134 16,400,202 1,665,205 4,869,747 51,032,362
FrE 22 HES Held-to-maturity
securities 207,442 1,759,710 612,952 - - 2,580,104
R HEGK Loans and
receivables - - 675,453 - 1,180,285 1,855,738
NPEE(EET AR Financial assets at
2 B REE fair value through
profit or loss - 6,058,267 254,448 - - 6,312,715
4t Total 558,516 35,564,111 17,943,055 1,665,205 6,050,032 61,780,919
H2014412 531 H
At 31 December 2014
A3 DIF
Aal £ Aa3 Al £ A3 Lower HESFAR 4=t
Aaa Aal to Aa3 Al to A3 than A3 Unrated Total
BT AT BT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ok Available-for-sale
securities 5,179,077 20,657,187 11,750,008 448,511 4,364,791 42,399,574
FrAEFHIHE S Held-to-maturity
securities 243,450 1,759,590 615,350 - - 2,618,390
R HEGK Loans and
receivables - - 62,421 - 2,012,173 2,074,594
N ES(EET AR Financial assets at
T Z SR fair value through
profit or loss 4,589,985 1,309,309 255,919 - - 6,155,213
4=t Total 10,012,512 23,726,086 12,683,698 448,511 6,376,964 53,247,771

201546 H 30 H » & A&#EEH As at 30 June 2015, there were no overdue or impaired debt securities and certificates of
2R 2 S R S M RGE deposit (31 December 2014: Nil).
(2014 4F12 H 31 H : fie) -
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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 kept to an acceptable level, risk limits (e.g. Position and VAR limit) are used to
serve as a monitoring tool. Moreover, the Group seeks to minimise the gap between
assets and liabilities in the same currency. Foreign exchange contracts (e.g. FX swaps)
are usually used to manage FX risk associated with foreign currency-denominated
assets and liabilities.
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R EARA R BRI Notes to the Interim Financial Information (continued)

(&)

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

3.2 mEERE (8D
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A1l b 2 R K A
RNNVEE K AR
I & 7 I AR T {E 5
N AR -

°

3.2 Market Risk (continued)

(A) Currency risk (continued)

The tables below summarise the Group’s exposure to foreign currency exchange rate
risk as at 30 June 2015 and 31 December 2014. Included in the tables are the assets
and liabilities at carrying amounts in HK dollars equivalent, categorised by the original

currency.

201546 H 30 H

At 30 June 2015

£t BT HE BigE
ARS us HK BXEE Japanese  Pound Hih “EET
Renminbi  Dollars  Dollars Euro Yen Sterling Others Total
il il il i i i i i
T T T Tt Tt Tt Tt Tt
HK$'000 HK$'000 HK$000 HK$O000 HK$000 HK$O000 HK$000 HK$'000
BE Assets
[EFIR S AR IT R Hf 48t Cash and balances with banks and
TSR other financial institutions 34,362,403 2,839,182 10,750,327 89,358 56,082 187,059 479,658 48,764,069
E8T R B &R —2 1+ Placements with banks and other
8 H A EIH > BRI financial institutions maturing
between one and twelve months 14,190,121 2,102,159 - 20,928 - 16,313,208
NHEZ(ERT AR 2 ¢RlEE  Financial assets at fair value
through profit or loss - 254,448 6,058,267 - 6,312,715
fTEERTE Derivative financial instruments 120,421 24,898 397,164 - - 542,483
SR EAHRIH Advances and other accounts 54,782,717 44,279,953 75,546,014 1,872,377 35,831 246 405,078 176,922,216
ARG Investment in securities
- I ER S - Available-for-sale securities 24,482,837 6,511,612 13,961,183 815,907 797,381 4,549,681 51,118,601
- FAREHIHES - Held-to-maturity securities 2,372,662 - - 207,442 2,580,104
- BRI - Loans and receivables 1,501,963 353,775 - - 1,855,738
1B Investment properties 21,172 - 377,362 - 398,534
YISk - S Rkt Properties, plant and equipment 730,788 2,019 6,372,484 - 7,105,291
HAE (GRS RIE LR Other assets (including current
THARE) and deferred tax assets) 650,346 172,595 5,283,488 91 5 2 1,328 6,107,855
HEGE Total assets 133,215,430 56,540,641 118,746,289 2,798,661 91,918 984,688 5,643,187 318,020,814
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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)

J20154E6 H 30 H

At 30 June 2015

=t En AEH % N
NG us HK EX# Japanese  Pound HAth, 4EET
Renminbi  Dollars Dollars Euro Yen Sterling Others Total
R bt b1 bt R R R bivd
Tt Tt Tt Tt Tt Tt Tt Tt
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000
j=0i- Liabilities
SRAT R HAth 4 RS > 1R R Deposits and balances from banks
4EER and other financial institutions 25,215,489 9,148,536 884,182 878 3,070 20,573 5,395 35,278,123
INHESE LR ABIS 2 &RlAfE  Financial liabilities at fair value
through profit or loss - - 4,692,862 - 4,692,862
fTEERTE Derivative financial instruments 238,709 34,731 189,499 - - - 462,939
B Deposits from customers 79,418,862 39,691,032 97,491,894 2,158,394 220,881 830,298 3,283,110 223,094,471
HMETE R (EFERERTFRIE  Other accounts and provisions
JORIERTEA ) (including current and deferred
tax liabilities) 10,735,502 3,358,187 4,043,334 31,105 37,147 1,802 87,803 18,294,880
(- Total liabilities 115,608,562 52,232,486 107,301,771 2,190,377 261,098 852,673 3,376,308 281,823,275
B A AR ME Net on-balance sheet position 17,606,868 4,308,155 11,444,518 608,284 (169,180) 132,015 2,266,879 36,197,539
FHNEEABEEFE Off-balance sheet net notional
position* (9,086,515) (2,450,836) 14,515,039 (603,167) 170,338 (130,063) (2,243,973) 170,823
SRE B RRIE Contingent liabilities and
commitments 73,877,978 31,569,622 17,777,349 557,749 26,046 7,604 6,502 123,822,850
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R EARA R BRI Notes to the Interim Financial Information (continued)

(&)

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

3.2 TEEER (8)
(A SMEREE (8D

=3 Assets

LIRS R AF RS T M B4/ Cash and balances with banks and

TSR other financial institutions

TESRIT R Ef SRt —2 1+ = Placements with banks and other

(B R B SRR

financial institutions maturing

3.2 Market Risk (continued)

(A) Currency risk (continued)

201412 H31 H
At 31 December 2014

between one and twelve months 16,629,417 1,551,345

NHEZ(ERT AR 2 &RlEE  Financial assets at fair value
through profit or loss

TSR TA Derivative financial instruments
R HAARIA Advances and other accounts
Eewzzia Investment in securities
- AR - Available-for-sale securities
- FAZREFHEAH S - Held-to-maturity securities
- BB ElGR - Loans and receivables
&Y Investment properties
VI - B R Properties, plant and equipment
HAtgE (EEEERTELE)  Other assets (including deferred
tax assets)
BT Total assets

) e AT HE o
NEHE us HK ERZE Japanese Pound FHAth, 4t
Renminbi Dollars Dollars Euro Yen  Sterling Others Total
B B B BW B B BE B
Tt Tt Tt Tt Tt Tt Tt Tt
HK$'000  HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000
42,364,659 2,960,246 11,289,701 831,519 239,946 507,181 89,548 58,282,800
- - - 18,180,762
- 255919 5,899,294 - - 6,155,213
29,429 23,304 386,339 - - - 439,072
47,159,099 45,377,082 70,479,469 692,972 39,198 6,024 149,855 163,903,699
18,630,828 5,063,554 11,506,285 1,288,052 328,143 5,658,478 42,475,340
2,374,940 - - - - 243,450 2,618,390
2,074,594 - - - - 2,074,594
22,150 - 1,258,121 - - 1,280,271
749,352 2,349 6,576,796 - - 7,328,497
383,240 8,160 771,987 71 8 1 2,148 1,165,615
130,417,708 55,241,959 108,167,992 2,812,614 279,152 841,349 6,143,479 303,904,253
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3. SREREE (6)

3.2 TEEER (8)
(A SMEREE (8D

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market Risk (continued)

(A) Currency risk (continued)

72014412 H 31 H
At 31 December 2014

B FEIT AT HIE Bk
NS us HK E{% Japanese  Pound At dEst
Renminbi Dollars Dollars Euro Yen  Sterling Others Total
Tt T Tt T Tt Tt Tt T
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000  HK$000
j=0i- Liabilities
SRAT R HAth 4 RS > 1R R Deposits and balances from banks
g and other financial institutions 27,383,278 8,127,490 962,567 2,631 5,388 7,837 1,246,420 37,735,611
INHESE LR ABIS 2 &RlAfE  Financial liabilities at fair value
through profit or loss - 4,970,693 - 4,970,693
ST A Derivative financial instruments 104,275 40,231 134,000 - 278,506
B Deposits from customers 71,779,386 38,596,971 91,755,578 2,890,697 203270 743,193 3,664,840 209,633,935
HMETE R (BFERERTFRIE  Other accounts and provisions
FARIERITEEE ) (including current and deferred
tax liabilities) 12,005,185 1,249,882 2,906,653 79,319 65,738 1,910 81,977 16,390,664
EfEE Total liabilities 111,272,124 48,014,574100,729,491 2,972,647 274,396 752,940 4,993,237 269,009,409
A A R HME Net on-balance sheet position 19,145584 7,227,385 7,438,501 (160,033) 4,756 88,409 1,150,242 34,894,844
FHNEEA T RHE Off-balance sheet net notional
position* (11,131,241) (6,861,852) 19,219,651 172,949 (2,371)  (87,995) (1,120,512) 188,629
ARG (E BRI Contingent liabilities and
commitments 63,550,780 29,571,235 19,307,558 404,777 72,017 7,968 - 112,914,335

* RONAR AT
SN S TR 3
WAEFE - SNET 2T
TREB ARG EE
Z MR BB -

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

instruments, which are principally used to reduce the Group’s exposure to currency movements.
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(#)
3. wRlEREE (&)

3.2 migERE (&) 3.2 Market Risk (continued)
(B) FIZEfz (B) Interest rate risk
TR T A SR

14 2015 4 6 F 30
HR 2014 4 12 H
31 HZHREARE
P A R B K

or maturity dates.

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

The tables below summarise the Group’s on-balance sheet exposure to interest rate
risk as at 30 June 2015 and 31 December 2014. Included in the tables are the assets
and liabilities at carrying amounts, categorised by the earlier of contractual repricing

& - RN DURTES
TN J AR 0 W
GREFTEFEHM
SEIEIH (DR
W 201546 530 B
At 30 June 2015
—= == FEE
—@AN  =@F +=EF —EAF HEUE  Non-
Up to 1to 3 3 to 12 1to5 Over interest &=t
1 month months months years 5 years bearing Total
i i i i i il il
TIL TIL TIL TIL TIL Tt Tt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
[EEFFER & R AT SR 1T R oAt 4:Ft - Cash and balances with banks and
TlHAEER other financial institutions 46,032,496 2,731,573 48,764,069
EHT R HA SRR —Z -+  Placements with banks and other
{8 A A EIHA . A financial institutions maturing
between one and twelve months 8,819,163 7,494,045 16,313,208
N ESE B ATBIS 2 $RlEE  Financial assets at fair value
through profit or loss 2,671,500 981,499 2,405,268 254,448 6,312,715
TSR TH Derivative financial instruments 542,483 542,483
il Advances and other accounts 90,317,290 40,463,394 41,315,436 4,571,760 254,336 - 176,922,216
HAHNE Investment in securities
- AR ER S - Available-for-sale securities 2,848,116 9,458,013 14,762,041 23,766,897 197,295 86,239 51,118,601
- A ETHHES - Held-to-maturity securities 2,292,589 287,515 2,580,104
- B IEUGK - Loans and receivables 218,515 525,404 1,111,819 1,855,738
el Investment properties 398,534 398,534
Y ~ S5 Rt Properties, plant and equipment 7,105,291 7,105,291
HithEE (AEEFRIERIELER Other assets (including current
IEERE) and deferred tax assets) 33 6,107,822 6,107,855
B Total assets 142,087,950 60,247,473 67,088,609 30,885,694 739,146 16,971,942 318,020,814
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3.2 TEEE (8)
(B) FIEkR (&)

ik
HTRIU R PR
bt
TG AR SR

ITheRTE

EFFK

HAIRIE R AR (EEMERTRIH
FARER IR A )

=5

FRERRE R

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

Other accounts and provisions
(including current and deferred
tax liabilities)

Total liabilities

Interest sensitivity gap

3. Financial risk management (continued)

J20154E6 H 30 H
At 30 June 2015

—z =7 ENar

—fEAN =@A  +=ER  —2HE  A#AENE Non-
Up to 1to3 3to0 12 1to5 Over interest KEzt
1 month months months years 5 years bearing Total
B bt bt bt bt R b1
Tt Tt Tt Tt Tt Tt Tt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
20,916,872 5,692,026 7,977,346 - - 691,879 35,278,123
169,500 1,563,984 2,959,378 - - 4,692,862
- - - - - 462,939 462,939
124,724,025 39,894,196 39,751,676 7,630,989 1,273,045 9,820,540 223,094,471
2,312,075 2,820,441 5,979,383 509,126 234 6,673,621 18,294,880
148,122,472 49,970,647 56,667,783 8,140,115 1,273,279 17,648,979 281,823,275
(6,034,522) 10,276,826 10,420,826 22,745,579 (534,133)  (677,037) 36,197,539
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Notes to the Interim Financial Information (continued)

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

3.2 TEEE (8)
(B) FlREME (&)

HE

AR & B A R T R LAt
TRAAIEER

FEST R AL SR — =+
1B R B R

SHER LR ARG SHMERE

{TheRTE
EoR HAIRIH
EHRE
- A R
- FPAZETHAE
- B EGR
Rk
F B &
otz (EERIERIEARE)

B

3.2 Market Risk (continued)

(B) Interest rate risk (continued)

2014 4212 H 31 H
At 31 December 2014

—F =F Tt
—EAA ={EH +=@A —EHFE  AFMDLE Non-
Up to 1to3 3 to 12 1to5 Over interest 4t
1 month months months years 5 years bearing Total
sl i i i i i sl
Tz TFE TFE TFE TFE FE Tz
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Assets
Cash and balances with banks and
other financial institutions 54,183,243 - - - - 4,099,557 58,282,800
Placements with banks and other
financial institutions maturing
between one and twelve months - 9,477,006 8,703,756 - - - 18,180,762
Financial assets at fair value
through profit or loss 470,000 2,671,893 2,757,401 255,919 - - 6,155,213
Derivative financial instruments - R R R R 439,072 439,072
Advances and other accounts 108,282,638 31,356,774 20,553,491 3,451,440 259,356 - 163,903,699
Investment in securities
- Available-for-sale securities 2,375,913 10,487,111 12,504,107 16,466,480 565,963 75,766 42,475,340
- Held-to-maturity securities - R R 1,998,756 619,634 - 2,618,390
- Loans and receivables - 620,262 1,454,332 - - - 2074594
Investment properties - - - - - 1,280,271 1,280,271
Properties, plant and equipment - R R R - 7,328,497 7,328,497
Other assets (including deferred
tax assets) 2,208 - - - - 1,163,407 1,165,615
Total assets 165,314,002 54,613,046 45,973,087 22,172,595 1,444,953 14,386,570 303,904,253
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Notes to the Interim Financial Information (continued)

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

3.2 TEEE (8)

(B) FlREME (&)

={i-4

T RS AR 2 TPk
et
ISR e el

PSR A

B

SRR (SEEHE
RUBHEREEN)

=0

FIE B

3.2 Market Risk (continued)

(B) Interest rate risk (continued)

2014 4212 H 31 H
At 31 December 2014

—& =% FEtE
—fEAAN =fEA +Z@EA —FEAFE HEMLE Non-
Up to 1to3 3 to 12 1to5 Over interest 4=t
1 month months months years 5 years bearing Total
Pt Pt Pt Pt Pt Pt e
Tt Tt Tt Tt Tt Tt Tz
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Liabilities
Deposits and balances from banks
and other financial institutions 18,391,118 9,332,830 8,050,874 - - 1,960,789 37,735,611
Financial liabilities at fair value
through profit or loss 1,978,491 873,945 2,118,257 - - - 4,970,693
Derivative financial instruments R R R R R 278,506 278,506
Deposits from customers 122,791,320 36,089,981 32,061,913 9,455,287 - 9,235,434 209,633,935
Other accounts and provisions
(including current and deferred
tax liabilities) 5,111,293 2,685,535 4,055,058 194,043 736 4,343,999 16,390,664
Total liabilities 148,272,222 48982291 46,286,102 9,649,330 736 15,818,728 269,009,409
Interest sensitivity gap 17,041,780 5,630,755 (313,015) 12,523,265 1,444,217 (1,432,158) 34,894,844
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.3 mErESEEE 3.3 Liquidity Risk

(A) REMHEESER TR (A) Liquidity coverage ratio/liquidity ratio

& SLE
EEEEE EEEEE
2015 48 2015 48
3H31H 6H30H

B EE RSP

Average value of liquidity coverage ratio

Quarter ended
31 March 2015

Quarter ended
30 June 2015

163.68%

M 123.70%

e B LT
SRR R
51 TR Fl 405 Y
T EELE R
TR
PEIR S SRR
BB 577 5 Rt
A -

The average value of liquidity coverage ratio is calculated based on the arithmetic
mean of the liquidity coverage ratio as at the end of each working day in the quarter
and the calculation methodology and instructions set out in the HKMA return of
liquidity position.

REMEEELLIZED
SrEEERTE - R
B CERATSE CREnD)
A B ASRIT R
H o 8 E Z b
J5 =4 -

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

BRIREMEEELE
P ATFSEOR R
w7 W H
www.nch.com.hk
"EENS

o

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

i
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AR R ERHT EE Notes to the Interim Financial Information (continued)
(&)

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

3.3 mehgEEkE (&) 3.3 Liquidity Risk (continued)
(A) REMHESER R (A) Liquidity coverage ratio/liquidity ratio (continued)
FESER (8)
PEGRER
2014 4
6 430H
Half-year ended
30 June
2014
SEHREE LR Average liquidity ratio 51.66%
PR EE SRR E The average liquidity ratio is calculated as the arithmetical mean of each calendar
PIASRITHIN & A month’s average liquidity ratio of the Bank for the period.
HRENE BRI E
i EET R
REE S ILRERE The liquidity ratio is computed on the solo basis (the Hong Kong offices only) and is in
CBR1TZEGE) 7l accordance with the predecessor Fourth Schedule to the Banking Ordinance.
AR 22 U Je DL BE A A
A (A EES A
HHE) FHR -
AREHEGET TEENRN The Group has established intra-group liquidity risk management guideline to manage
R B < i e the liquidity funding among different entities within the Group, and to restrict their
e EHEHEENE reliance of funding on each other.
BB Z BN R EE

& MEMHOHEE
& P
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3.3 FEESER (8
(B) BUBFEAHT

2015 £ 6 F 30 H %
2014 412 H 31

2 HE R AENEI
Horir - #iRssEH
W HE KA AMEE
EHEIHA H 69RIeR
FRA3 ¥ -
B Assets
[EETFER & RATRERIT e oAt 4@t Cash and balances with banks and
HEREATESER other financial institutions
TEHUT A 4Rt —Z -+ Placements with banks and other
1 A A EIHA . A financial institutions maturing

between one and twelve months

Financial assets at fair value
through profit or loss
- held for trading
- debt securities
- designated at fair value through
profitor loss

SHER LR ARG SHMERE
- R
- FUERLISTHER R AR

3.3 Liquidity Risk (continued)

(B) Maturity analysis

3. Financial risk management (continued)

J20154E6 H 30 H

At 30 June 2015

Notes to the Interim Financial Information (continued)

The tables below analyse the Group’s assets and liabilities as at 30 June 2015 and 31
December 2014 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

- [ - debt securities
e TR Derivative financial instruments
B HAHRTA Advances and other accounts

- BFERK - advances to customers
- HOEE - trade bills
Eezzia Investment in securities
- AJEEHYE - available-for-sale
- R - debt securities
- GE - certificates of deposit
- FrAZEFIHH - held-to-maturity
- [ - debt securities
- B EUGR -loans and receivables
- B - debt securities
- e - equity securiies
BV Investment properties

PISE ~ B RGERAE

Properties, plant and equipment

HAnEE (AEEFRIEFELER Other assets (including current

THHFE)

B

and deferred tax assets)

Total assets

—Z =2

W —@EARN  Z=EA +=@EA —EHF AEFME  FEE
On Up to 1to3 3to 12 1to5 Over HER =t
demand 1 month months months years 5years Indefinite Total
il il B B B B il B
T T T T T T T T
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$O000 HK$000 HK$000
12,290,194 25,714,344 - - - - 10,759,531 48,764,069
8,819,163 7,494,045 - - - 16,313,208
2,671,500 981,499 2,405,268 - - 6,058,267
- - - 2,169 252,279 - 254,448
366,558 51,406 30,303 87,300 6,916 - 542,483
5,953,858 7,842,047 15,425,679 40,608,591 61,037,653 27,286,080 692,105158,846,013
2,364 3,611,830 5,807,580 8,654,429 - - - 18,076,203
1,539,715 4,440,777 11,384,416 22,248,233 197,295 - 39,810,436
510,289 2,441,869 4,366,622 3,903,146 - - 11,221,926
- 1,004 2,291,585 287,515 2,580,104
218,515 525,404 1,111,819 - - - 1,855,738
- - - - - 86,239 86,239
- - - - 398,534 398,534
- - - - 7,105,291 7,105,291
533,828 5,369,881 28,203 113,438 28,589 389 33,527 6,107,855
19,146,802 47,529,527 38,500,477 76,229,101 89,768,401 27,771,279 19,075,227 318,020,814
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

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

3.3 mergEEkE (&) 3.3 Liquidity Risk (continued)
(B) EAH AT (&) (B) Maturity analysis (continued)
201546 H30 H
At 30 June 2015
—& =7
B —ERR =@F +-EB —EH& HEHENE  FHE
On Upto1l 1to 3 3to 12 1to5 Over HER =t
demand month months  months years 5years Indefinite Total

it it it it B B it B
Fou Fou Fou Fou Fre Fre Fou Fre
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$O000 HK$000 HK$000

j=Ui- Liabilities
SRAT R HAth 4 RS > 1R R Deposits and balances from banks
s and other financial institutions 1,488,606 20,120,145 5,692,026 7,977,346 - - - 35,278,123
NHES(EEF AR 2 eRi&fE  Financial liabilities at fair value
through profit or loss - 169,500 1,563,984 2,959,378 - - - 4,692,862
TSR TR Derivative financial instruments 112,668 110,153 29,876 178,342 31,900 - - 462,939
BB Deposits from customers 75,915,709 54,959,433 42,357,916 40,382,799 8,205,569 1,273,045 - 223,094,471
HMETE R (EFERERTFRIE  Other accounts and provisions
SRR A ) (including current and deferred
tax liabilities) 2,850,814 4,493,583 3,077,350 6,421,881 1,448,406 2,808 38 18,294,880
EfEEEE Total liabilities 80,367,797 79,852,814 52,721,152 57,919,746 9,685,875 1,275,853 38 281,823,275
TRETE SR Net liquidity gap (61,220,995) (32,323,287) (14,220,675) 18,309,355 80,082,526 26,495,426 19,075,189 36,197,539
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TRAAISER
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- R
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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)

2014 4212 H 31 H
At 31 December 2014

—& =F
HE —@EAN =Z@EF +2EA —ZEAF AFME HEE
On Up to 1t0 3 3to 12 1to5 Over HHA Ha=
demand 1 month  months  months years  5years Indefinite Total
Tt Tt Tt Tt Tt TIT TIT Tt
HK$'000 HK$'000 HK$000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
Assets
Cash and balances with banks and
other financial institutions 25,068,696 21,881,782 - - - - 11,332,322 58,282,800
Placements with banks and other
financial institutions maturing
between one and twelve months - - 9,477,006 8,703,756 - 18,180,762
Financial assets at fair value
through profit or loss
- held for trading
- debt securities - 470,000 2,671,893 2,757,401 - 5,899,294
- designated at fair value through
profit or loss
- debt securities - - - 2,170 253,749 255,919
Derivative financial instruments 352,831 18,163 18,247 46,452 3,379 439,072
Advances and other accounts
- advances to customers 5,600,078 9,742,952 16,597,492 36,208,391 52,393,120 26,179,173 810,930 147,532,136
- trade bills 32,219 4,961,240 7,500,572 3,877,532 - - 16,371,563
Investment in securities
- available-for-sale
- debt securities - 1,282,624 6,181,988 8,984,351 17,486,963 565,963 34,501,889
- certificates of deposit - 71,704 1,121,059 5,071,150 1,633,772 - 7,897,685
- held-to-maturity
- debt securities - - 1,415 644 1,996,697 619,634 2,618,390
- loans and receivables
- debt securities - - 620,262 1,454,332 - - 2,074,594
- equity securities - - - - - 75,766 75,766
Investment properties - - - - - 1,280,271 1,280,271
Properties, plant and equipment - - - - - 7,328,497 7,328,497
Other assets (including deferred
tax assets) 185,402 779,942 3,202 47,394 139,094 46 10,535 1,165,615
Total assets 31,239,226 39,208,407 44,193,136 67,153,573 73,906,774 27,364,816 20,838,321 303,904,253
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(B) BIHIH T (D

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)
3.3 Liquidity Risk (continued)

(B) Maturity analysis (continued)

#2014 4212 H 31 H
At 31 December 2014

—& =F
Al —EAN =EA +=ER —2AF AFMLE O FEEE
On Up to 1to3 3to 12 1to5 Over HHA 4E=t
demand 1 month months  months years  5years Indefinite Total
B B B B BE BE Bl B
TFIE TFIE TFIE it T T TFIE TFIE
HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000
j=Ui- Liabilities
SRAT R HAth 4 RS > 1R R Deposits and balances from banks
4EBR and other financial institutions 2,649,041 17,702,866 9,332,830 8,050,874 - 37,735,611
ANEEE(E AER 2 &f&[  Financial liabilities at fair value
through profit or loss 1,978,491 873,945 2,118,257 - 4,970,693
{TEERTE Derivative financial instruments 98,057 86,204 30,223 32,269 31,753 278,506
EPIEK Deposits from customers 75,443,820 54,407,895 35,397,115 34,231,783 10,153,322 - 209,633,935
HAMRETE R (BIEEFRIE  Other accounts and provisions
FORTERITAS ) (including current and deferred
tax liabilities) 4,834,848 3,156,033 2,893,494 4333573 1,171,922 794 16,390,664
=l Total liabilities 83,025,766 77,331,489 48,527,607 48,766,756 11,356,997 794 - 269,009,409
TRETE SR Net liquidity gap (51,786,540) (38,123,082) (4,334,471) 18,386,817 62,549,777 27,364,022 20,838,321 34,894,844
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

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

3.3 mergEEkE (&) 3.3 Liquidity Risk (continued)
(B) FHEAH T (&) (B) Maturity analysis (continued)

BB H S HE T The above maturity classifications have been prepared in accordance with relevant
fa R (BRIT3E (IER) provisions under the Banking (Disclosure) Rules. The Group has reported assets
FRATY Z FERE RS such as advances and debt securities which have been overdue for not more than
HmEd o A EE[E R A one month as “On demand”. In the case of an asset that is repayable by different
Kig# 1 @HHZE payments or instalments, only that portion of the asset that is actually overdue is
B Bl S S A= reported as overdue. Any part of the asset that is not due is reported according to the
YR TR, & residual maturity unless the repayment of the asset is in doubt in which case the
o WA ERER amount is reported as “Indefinite”. The above assets are stated after deduction of
Ko HEEZE provisions, if any.

o AAGEETHE
% e 301 2 S 0 4
T « HARFH
ZE o T GRS
FERIHIR ST - B8
EHEEEZHEHE
FHEEE > Q%S
HOEI R T REEE H
W, - RABIRZE
JEE 2 41 A £ 4 3
R (AHE) -

I ER P E H B(E The analysis of debt securities by remaining period to maturity is disclosed in order
B E 2o E R to comply with relevant provisions under the Banking (Disclosure) Rules. The
B (SRITHE (B288) disclosure does not imply that the securities will be held to maturity.

FAI) 2 AHBR RS

PR o FT{EREEAR

RF L 5

HEFH -
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

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

34 BLEH 3.4 Capital Management
N B A R D The Group has adopted the foundation internal ratings-based (“FIRB”) approach to
SR R AR ERETE K calculate the credit risk capital charge for the majority of its non-securitisation exposures.
B o> I 58 2L e A small residual credit exposures are remained under the standardised (credit risk)
%?ﬁﬁ’]ﬁ%ﬂﬁz NG (“STC") approach. The Group has adopted the standardised credit valuation adjustment
3K o NS B R R (“CVA”) method to calculate the capital charge for the CVA risk of the counterparty. The
ﬂé&%_ééﬁ?ﬂ%@é (&R Group continues to adopt the internal models (“IMM”) approach to calculate the general
g ) stEEETE - KEH market risk capital charge for foreign exchange and interest rate exposures and, with the
B AR (S S E B approval from the HKMA, exclude its structural FX positions arising from overseas branch
7 stEAAEENE and NCB(China) in the calculation of the market risk capital charge. The Group continues
SRR AL S T E to adopt the standardised (market risk) (“STM”) approach to calculate the market risk
REESR o LR EAE G capital charge for the remaining exposures. The Group continues to adopt the
N T EAEHE SN standardised (operational risk) (“STO") approach to calculate the operational risk capital
bR R ] 3 1Y — R T 25 charge.

EATOR ERER
TR BT R AN
g (D) 51y
Sl A I S B i 1 2R Y
TSGR B AR - Ak
B4EGTER I EEAE (T
) stRUES RHEER TS
i AN R - AL A
SR RIRAE CRISERIER
b st BUEST R E RS

BAREK -

(A) BEGEERE (A) Basis of regulatory consolidation
BEEHRE V4T B AR The consolidation basis for regulatory purposes comprises the positions of the Bank
TR (SR1T¥E (& and certain subsidiaries specified by the HKMA in accordance with the Banking
A A AT (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
REHSEEREE accordance with HKFRSs and the list of subsidiaries is set out in “Additional
Z M B AEAHR - FE Information — Subsidiaries of the Bank” on page 115.
et - Al
gt prs et

GEEaE - Ha
Bl 115 5 TH
il — AIRTTZ T
JBAE
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TR AR R BRI R Notes to the Interim Financial Information (continued)
(#)

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

3.4 BXREH (8) 3.4 Capital Management (continued)
(A) BSEGOEM (B (A) Basis of regulatory consolidation (continued)
BEF g RS The particulars of subsidiaries which are included within the accounting scope of
HE A EIEEEE consolidation but not included within the regulatory scope of consolidation are as
AL TE G i B Y Y BT follows:
BAEZEEEWOT ¢
201546 5 30H #2014 12 H 31 H
At 30 June 2015 At 31 December 2014
HESER BAGEE B HARLEE
278 Name Total assets Total equity Total assets Total equity
AT AT T AT AT
HK$'000 HK$'000 HK$'000 HK$'000
E RGN TSR Nanyang Commercial Bank
[RAE] Trustee Limited 16,315 16,205 16,295 16,186
ERFE I EE AR Kwong Li Nam Investment Agency
NS| Limited 4,155 4,025 4,481 4,027
FEERESESRIT (KB Nanyang Commercial Bank
N) BIEAE] (Nominees) Limited 1,474 1,474 1,477 1,477
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R EARA R BRI Notes to the Interim Financial Information (continued)

(&)

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

3.4 BXREH (8) 3.4 Capital Management (continued)

(A) BESGEER (8 (A)

7 2015 4£ 6 4 30
I AT ot g 2 =]
RS R B 4
GRIED A EE S
af Al & & §E
(2014 4 12 F 31

H: ) -

# 2015 & 6 H 30
H TN LRI A E]
G B FE T g 5T 4R A
MEEHELG G
AEERARESRE
7% (2014 12 H 31
H: i) -

DAL B A FIHY 32 %
EBBNE USH H
it ERE — A ERAT 2 B
BAE -

(B) WALLE B)

A — R
ke

—HEALER

Basis of regulatory consolidation (continued)

There are no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation as at 30
June 2015 (31 December 2014: Nil).

There are also no subsidiaries which are included within both the accounting scope
of consolidation and the regulatory scope of consolidation but the methods of
consolidation differ as at 30 June 2015 (31 December 2014: Nil).

The principal activities of the above subsidiaries are set out in “Additional Information
— Subsidiaries of the Bank” on page 115.

Capital ratio

#2015 &£ iR 2014 4F
6 H30H 12H31H
At 30 June At 31 December
2015 2014

CET1 capital ratio
14.09% 14.17%
Tier 1 capital ratio 14.09% 14.17%
Total capital ratio 16.10% 16.53%
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3. wRlERREE (&)

3.4 wAEHE (8D

(B) BEARLEER (FD

FFYat R E 2015
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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 as at 30 June 2015 and 31 December 2014 and reported to the HKMA 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

Tier 1 capital

43

R 2015 &£ it 2014 4F
6 H30H 12 A 31 H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
3,144,517 3,144,517
23,995,244 22,764,425
9,050,727 8,978,910
36,190,488 34,887,852
(9,484) (3,465)
(74,615) (152,171)
(738) (877)
(6,063,196) (6,919,824)
(2,267,395) (2,173,590)
(8,415,428) (9,249,927)
27,775,060 25,637,925
27,775,060 25,637,925
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AR R ERHT EE Notes to the Interim Financial Information (continued)
(&)

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

3.4 BXREH (8) 3.4 Capital Management (continued)
(B) EALLER (&) (B) Capital ratio (continued)
2015 4F WA 2014 4F
6 H30H 12H31H
At 30 June At 31 December
2015 2014
AT BT
HK$'000 HK$'000
TAHGEAR BB RCEH S Tier 2 capital: instruments and provisions
BB A ZSEARIE Collective impairment allowances and
R E AR —BERT regulatory reserve for general banking risks
BB R eligible for inclusion in Tier 2 capital 1,241,686 1,153,326
BEEHIR L Al 4 E A Tier 2 capital before regulatory deductions 1,241,686 1,153,326
THCER ¢ EEILR Tier 2 capital: regulatory deductions
mElEERET AZHER Add back of cumulative fair value gains arising
Y[R S £ R R SR ) from the revaluation of land and buildings
(ERMIEER®) # (own-use and investment properties) eligible
TEESEGMEENER for inclusion in Tier 2 capital
A HEE 2,728,438 3,113,921
B B AR B AR Total regulatory deductions to Tier 2 capital 2,728,438 3,113,921
TAREAR Tier 2 capital 3,970,124 4,267,247
HEER Total capital 31,745,184 29,905,172
R GRITSE CEAR)RAL) » The capital conservation buffer ratio, higher loss absorbency ratio, countercyclical capital
BB EEALLR « =k buffer ratio (“CCyB ratio”) and the applicable JCCyB ratios for Hong Kong and non-Hong
UESTERE JIEE - 26 4R Kong jurisdictions for 2015 are 0% in accordance with the Banking (Capital) Rules.
ErEAEE®R (T CCyB EE% )
FAEE BRI A E R
R A JCCyB [L&ER
2015 455 0% -
BB A B A E R The additional information of capital disclosures is available under section “Regulatory

T A NI~ S G < = | Disclosures” on the Bank's website at www.ncb.com.hk.
www.nch.com.hk 4= " E&4
WeE R -
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TR AR R BRI R Notes to the Interim Financial Information (continued)
(#)

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

3.4 BXREH (8) 3.4 Capital Management (continued)
(C) THIREER (C) Leverage ratio

F 2015 48
6 H30H
At 30 June
2015
BT
HK$'000
—&E Tier 1 capital 27,775,060
FERR LR E RS Leverage ratio exposure 359,573,374
FERREER Leverage ratio 7.72%
HEIES LRI & The additional information of leverage ratio disclosures is available under section

IR B =g S AN AWN “Regulatory Disclosures” on the Bank's website at www.ncb.com.hk.

w7 #® H

www.nch.com.hk &
FESEEE | —EE

B,

=
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Notes to the Interim Financial Information (continued)

4, SRIEENABHAY 4. Fair values of financial assets and liabilities

=1

P DL RS B E T 5
KRB THE 9T
BT HERERIFLE T AP
EHit & ERE - RAFEE
PRADH - ZENBTIZR
E{EJTERTER RN R 2 T
ZEMEREEAN: - WAL RS
NSHEFBEAENYEZRE
JERINZRAAE -

- BjEd HEEERAER
LTS T HIERE R
S IR EE T5N
LAITEEL -

- B TR E R
PR REmR RSN ZE ([F
IR H IR AP E R AE
K8 I E
BiZ - RS EEKEY
INZZHIHTAEEL ~ e E
Jis (it e P L ETRR A (75

- BERESC AR ER
PR TR SRR ([
FFRHEE AT ESREA
HEAME) B AT -
[N ER GRS -DNI Y
HENRAHRDTE ~ 14
LR RGBT -

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

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

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

- Level 3: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable. This category includes equity investment,
derivative financial instruments and debt instruments with significant unobservable
components.
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

4. SREEMAM/BI/AF 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 > AEEEHS  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
SHEEE (A EEEE/\E measurement as a whole) at the end of each reporting period.

Bt EFERPE Y RlREH)

HZE ) LEE A G HEE

&[5 A EE -

4.1 DA EAENESRITE 4.1 Financial instruments measured at fair value

REEET T BENLF The Group has an established governance structure and controls framework to ensure
(B 6 R 258 A E that fair values are either determined or validated by control units independent of the front
B BB T A AR A ZE offices. Control units have overall responsibility for independent verification of valuation
B E L - A EE results from front line businesses and all other significant fair value measurements.
LB E B EATRETR Specific controls include verification of observable pricing inputs. Significant valuation
AL EEE R R E RN E issues are reported to management.

B - Hpth e e HIiE &
ERETEHENGES
B EAM{EEE R A BT
Nt
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Notes to the Interim Financial Information (continued)

4. SRIEENABINAYF 4. Fair values of financial assets and liabilities (continued)

B (&

4.1 DAPEENSRM TR

(&

B AL A B T S HUH
(B AEE A — L E
Rl eEs R Am L
{8 2t o < Bl T B YA
-

HNA LB AR AR 2

TR HASERAME £
LY ER -
TR KAHFEER
72 R HAME  FE RN
TS B RS 28

FLEELL T TR
SPEEMEETEOT

BRI AT AE

P T B ASFEB RS
Pt~ 22 5 P B8 NE A LA (L
RS I e P B2 (3K A 7 35
(B S R B B < e A A
IIFTE » PR S
B — {1 FH PR R AR
it > DL— (8] S B s b
FHE LR R T2 RS
B R MR AR B 22
BETE MR ENE{ER
iy - BB BRI LA
FOH B BT T B
HIT SRR -

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 and stock
prices, volatilities, counterparty credit spreads and others, which are mostly observable
and obtainable from open market.

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

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

from exchange, dealer or independent pricing service vendors or using discounted cash
flow technique. Discounted cash flow model is a valuation technique that measures
present value using estimated expected future cash flows from the instruments and then
discounts these flows using a discount rate or discount margin that reflects the credit
spreads required by the market for instruments with similar risk. These inputs are
observable or can be corroborated by observable or unobservable market data.
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4. SRIEENABINAYF 4. Fair values of financial assets and liabilities (continued)
B (&

Notes to the Interim Financial Information (continued)

4.1 DA EAENESRITE 4.1 Financial instruments measured at fair value (continued)
(&)
PTAETE Derivatives

BN EHICTAE TR EY
ELFESNEE ~ FR ~ P 5ok
P AR ~ B IR
ay - TETHENNE
18 22 GRS A
AR A IS (G B
flifEE  FriE 28R
AR A B T 5
B - MTRENSHaET]
o HER - L MR EE

% ~ Bin(EAS RO -

AN Z T
TR EHTEEMERE
FAEF M EHRE - HEy
BB ~ 25T
SENEMESEEEE
IS - AR EER
HE-RHHET > IR
TR ~ E LR el

OTC derivative contracts include forward, swap and option contracts on foreign
exchange, interest rate, equity or commodity. The fair values of these contracts are
mainly measured using valuation 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, equity and stock prices,
commodity prices and volatilities.

Credit valuation adjustments (“CVA”) and debit valuation adjustments (“DVA”) are
applied to the Group’s OTC derivatives. These adjustments reflect interest rates,
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.

49



2 NCB #:f 7% 44t

AR B TR
(#)

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

Notes to the Interim Financial Information (continued)

4.1 DAPEENSRM TR
(&

4.1 Financial instruments measured at fair value (continued)

(A) DHEIER

(A) Fair value hierarchy

M 20154E 6 H 30 H
At 30 June 2015

F—fEk B_RER B=ER 8T
Level 1 Level 2 Level 3 Total
HETT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
SREERE Financial assets
A EEE(EE AR Financial assets at fair value
eREE (EE17) through profit or loss
(Note 17)
LG MEERE - Trading assets
B - Debt securities - 6,058,267 - 6,058,267
—FE Ry DL B 8 - Financial assets
{BEt AR IR Z & designated at fair value
Rl 7E through profit or loss
—(EHH S - Debt securities - 254,447 - 254,447
AR TR Derivative financial
(FfEE 18) instruments (Note 18) 366,558 175,925 - 542,483
AR Available-for-sale securities
(BfF3E 20) (Note 20)
—(E e 27 - Debt securities and
ks certificates of deposit - 50,993,429 38,933 51,032,362
—RrEE s - Equity securities - - 86,239 86,239
ERIE R Financial liabilities
A EEE(EE AR Financial liabilities at fair
ERiaE (M 24) value through profit or loss
(Note 24)
=1 - Trading liabilities - 4,692,862 - 4,692,862
TR T Derivative financial
(FfE 18) instruments (Note 18) 112,668 350,271 - 462,939
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4. SRIEENABINAYF 4. Fair values of financial assets and liabilities (continued)

B (&)
4.1 PATPEE RS TR
(&)

(A) DHENES (&)

SRAE
ATHB{L AR
RETE (W 17)

T
s
~FE BIAT

EI =2
A
s
DE== mal
CIffik 18)
Ak
CHfzE 20)
s
teE
Rl

SRk
ATHBL AR
SR (i 24)

- HMAE
PrEEM TR
(FaE 18)

KEEZ SREEK
BEPRHNESES
—REBREE_RR
RIRYEERE (2014 4 12
H31H %)

(A) Fair value hierarchy (continued)

Financial assets
Financial assets at fair value
through profit or loss
(Note 17)
- Trading assets
- Debt securities
- Financial assets
designated at fair value
through profit or loss
- Debt securities
Derivative financial
instruments (Note 18)
Available-for-sale securities
(Note 20)
- Debt securities and
certificates of deposit
- Equity securities

Financial liabilities
Financial liabilities at fair
value through profit or loss
(Note 24)
- Trading liabilities
Derivative financial
instruments (Note 18)

4.1 Financial instruments measured at fair value (continued)

W2014F 12 H 31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

gk BBk FE=TEAR HHEt
Level 1 Level 2 Level 3 Total
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
- 5,899,294 - 5,899,294

- 255,919 - 255,919
352,831 86,237 4 439,072
- 42,399,574 - 42,399,574

- - 75,766 75,766

- 4,970,693 - 4,970,693

98,057 180,421 28 278,506

There were no financial asset and liability transfers between level 1 and level 2 for
the Group during the period (31 December 2014: Nil).
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Notes to the Interim Financial Information (continued)

4. SRIEENABINAYF 4. Fair values of financial assets and liabilities (continued)

B (&)
4.1 PATPEE RS TR
(&)

(B) H=IBHE 28

201541 H 1 H

Wras
- HAr s
HA

201546 5 30 H

7+ 2015 4F 6 [ 30 HFf
BRERIEENTRN
AU RAARET
W Hes

(B) Reconciliation of level 3 items

4.1 Financial instruments measured at fair value (continued)

M 20154E 6 H 30 H
At 30 June 2015

SREE

Financial assets

TS
Available-for-sale
securities
o EHRs
TTESRTHE RERE
) Debt
Derivative securities
Financial and tdngsed
Instruments certificates Equity
(net) of deposit securities
AT BT T BT T
HK$'000 HK$'000 HK$'000
At 1 January 2015 4 - 75,766
Gains
- Other comprehensive
income - 10,473
Purchases - 38,933 -
Transfers out of level 3 4 - -
At 30 June 2015 38,933 86,239

Total unrealised gain for the
period included in income
statement for financial
assets held as at 30 June
2015
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R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

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

4.1 DA EAENESRITE 4.1 Financial instruments measured at fair value (continued)

(8
(B) F=JBLHIYE EBE) (B) Reconciliation of level 3 items (continued)
(&)
W20144F 12 H 31 H
At 31 December 2014
ERNEE
Financial assets
PSR T A ]t RS
GF%E) Available-for-sale
Derivative securities
Financial ks B a8 7%
Instruments Certificates Equity
(net) of deposit securities
BT AT BT
HK$'000 HK$'000 HK$'000
W2014F1H1H At 1 January 2014 - 2,136,848 63,965
Wt Gains
- Wi - Income statement 4 - -
- Ht s - Other comprehensive
income - 660 11,801
B Sales - (2,057,390) -
LS = a4k Transfers out of level 3 - (80,118) -
2014412 H 31 H At 31 December 2014 4 - 75,766
72014412 H 31 H Total unrealised gain for the
FFAEMNSREENTE year included in income
Wat ABGERIVARE statement for financial
B R4 assets held as at 31

December 2014 4 -
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Notes to the Interim Financial Information (continued)

4. SRIEENABINAYF 4. Fair values of financial assets and liabilities (continued)

B (&)
4.1 PATPEE RS TR
(&)

(B) H=IBHE 28
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Fif o B =8 4
YT 2F Bl T 2 I
(ERCIR RS
2015 4F BRI
R - SRR
IV 58 0 R AR
i R ST
JRE | HASFERET
EARERM T EEE
7E A B R R AR 1]
ERZE SR R A
5 42 Eh o i T B 7y
EHZJE - AEED
FEIL AR R

BRI I
BT ELAYHLT -

FE b Tk Y R
HY A B Ty 2% o i
ELER iy BT A E 2
YTE, EF 58 B
%A G LR
BN E] » R EE
BEE - A HEAES
R Z " b % 8t
R EFEIFEFIEE
[l BR % - R A
HEEFEFENE
D 5% > RIIAEEEIE
{4 TET S 2 6 3G 0~
e/ 4,312,000 7T
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4.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 30 June 2015 and 31 December 2014, financial instruments categorised as
level 3 are mainly comprised of debt securities, certificates of deposit and unlisted

equity shares.

Derivative financial instruments were transferred out of level 3 during the first half of
2015 due to improvement of valuation observability. For certain illiquid debt securities
and certificates of deposit, the Group obtains valuation quotations from counterparties
which may be based on unobservable inputs with significant impact on the valuation.
Therefore, these instruments have been classified by the Group as level 3. The Group
has established internal control procedures to control the Group’s exposure to such

financial instruments.

The fair values of unlisted available-for-sale equity shares are determined with
reference to multiples of comparable listed companies, such as average of the
price/earning ratios of comparables, or net asset value, if appropriate comparables
are not available. The fair value is positively correlated to the price/earning ratios of
appropriate comparables or net asset values. Had the net asset value of the
underlying equity investments increased/decreased by 5%, the Group’s other
comprehensive income would have increased/decreased by HK$4,312,000 (31

December 2014: HK$3,788,000).
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Notes to the Interim Financial Information (continued)

4. SRIEENABINAYF 4. Fair values of financial assets and liabilities (continued)

B (&)
4.2 FERIANFESHRIVSRT
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DB DA E 1 B
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DUTE R BT 25 M < i
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4.2 Financial instruments not measured at fair value

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

Balances with/from banks and other financial institutions and trade bills

A A AR R B

AN P vl 8 VY e N
RN SR Hig—F N EF
> HiRH{EEAPEM

% -

FEEEGK

K 2% P B
Rl - fEi BAE S
» SRR (5 AR

ujecily

FrE 25 H %

FAEZERHIHEF 2T
HEEEEE 41 AL
EE RIS S R
TREEER 2 T3 A -

SO EYRK

R B P EZ
HA 5 P B NE L A 1
s TE R S AV T 5

A -

EELE

KR 2 F PR IR &
RH®R—ENT - ik

TEHE A PEAEE -

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

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

Held-to-maturity securities

The fair value of held-to-maturity securities is determined by using the same approach as
those debt securities and certificates of deposit measured at fair value as described in
Note 4.1.

Loans and receivables
The fair value of loans and receivables is determined by obtaining quoted market prices
from dealer or independent pricing service vendor.

Deposits from customers
Substantially all the deposits from customers mature within one year from the balance
sheet date and their carrying value approximates fair value.
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T HARA M ORI =k Notes to the Interim Financial Information (continued)
(&)

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

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

8 (&)
B DA b EMR T B The following tables set out the carrying values and fair values of the financial
HENSM T B > TF instruments not measured at fair value, except for the above with their carrying values
BIELLAEEG BN SR being approximation of fair values.
THEZIRAEMEFIAFE -
7201546 H 30 H H2014F 12 H 31 H
At 30 June 2015 At 31 December 2014
~ FRmEE AEE ~ HRMAIME PR
Carrying value Fair value Carrying value Fair value
BT AT T BT BT
HK$'000 HK$'000 HK$'000 HK$'000
SRIEE Financial assets
FrAEFHIH S Held-to-maturity securities
(Ff3E 20) (Note 20) 2,580,104 2,662,351 2,618,390 2,668,585
KR ERGR Loans and receivables
(FffzE 20) (Note 20) 1,855,738 1,857,706 2,074,594 2,072,809
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Notes to the Interim Financial Information (continued)

5. Net interest income

FEEEE PEEGEER
2015 & 2014 4
6 H30H 6 430 H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT BT
HK$'000 HK$'000
FISURA Interest income
17 R [E] 2 By HoAth < mil i 1 Due from banks and other financial institutions
HYERTE 1,202,914 1,478,700
FRER Advances to customers 2,642,065 2,808,020
EEEAEE Listed investments 66,759 139,592
JE EAsEREE Unlisted investments 645,176 522,003
HoAh Others 9,770 9,104
4,566,684 4,957,419
FIESH Interest expense
F% K HA &Rt E 8 Due to banks and other financial institutions
KA (437,040) (510,195)
BEFR Deposits from customers (1,598,495) (1,738,825)
Hof Others (151,214) (144,189)
(2,186,749) (2,393,209)
EREBA Net interest income 2,379,935 2,564,210

2015 4F LREZFIEULA
BB S Ry E T IE
SHFILEU A 485,000 T

(2014 4F bof4E 0 B
747,000 5¢)

JELAA T EE(EET ATES 2
EREEESRMEEELE
HIFI A B RS 57 Al
By 3 8 4,558,665,000 I

(2014 4 | f 4 0 B
4,942,915,000 ) Rk
2,185,526,000 77 (2014 4
24 - s 2,390,200,000
R

Included within interest income is HK$485,000 (first half of 2014: HK$747,000) of interest with
respect to income accrued on advances classified as impaired for the first half of 2015.

Included within interest income and interest expense are HK$4,558,665,000 (first half of
2014: HK$4,942,915,000) and HK$2,185,526,000 (first half of 2014: HK$2,390,200,000), for
financial assets and financial liabilities that are not recognised at fair value through profit or

loss respectively.

57



2 NCB #:f 7% 44t

AR B TR
(#)
6. FHRBE K AEWA

BB R ASWA
frez
Eeiika

HESE

PRz

SRR
Bk

IREFE

SRt RELE RS
HEER

HoAth

JieEs—grdlike
frez
EHRER

PRl

HoAth

FIRHE RSB

HeuEA
- JRRAAPHER bRt ATRZE
L ERAENEMAER
- AR e R A
- MR EE RS

- (SRt EMZEEEH
- PR R A
- e RS

6. Net fee and commission income

Fee and commission income
Securities brokerage

Loan commissions

Funds distribution

Bills commissions
Insurance

Credit card business
Payment services

Safe deposit box

Trust and custody services
Currency exchange
Others

Fee and commission expense
Securities brokerage

Credit card business

Insurance

Others

Net fee and commission income

Of which arise from

- financial assets or financial liabilities not at fair

value through profit or loss

- Fee and commission income
- Fee and commission expense

- trust and other fiduciary activities
- Fee and commission income
- Fee and commission expense
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Notes to the Interim Financial Information (continued)

HELEHEZ FELEESE
2015 4f 2014 £

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT T AT
HK$'000 HK$'000
194,586 92,987
115,176 139,069
105,735 86,073
99,376 116,744
79,388 70,375
50,912 24,966
33,481 33,596
12,732 11,686
4,214 2,616
283 292
66,861 73,484
762,744 651,888
(26,114) (13,347)
(4,342) (1,216)
(35) (636)
(17,874) (20,469)
(48,365) (35,668)
714,379 616,220
101,270 112,075
(1,704) (4,288)
99,566 107,787
10,261 8,493
(604) (603)
9,657 7,890
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7. 35 (BBiE) /Ut 7. Net trading (loss)/gain
=

F (R /IEIRE
- SNER 5 S S NER FE b

Net (loss)/gain from:
- foreign exchange and foreign exchange

products
- FIETH - interest rate instruments
- BEh - commodities

i

=

e
)

H

\

/

- equity instruments

8. HAtERMEE 7 FZS 8. Net gain on other financial assets

a it HHERE A IR RS Net gain on available-for-sale securities
HAh Others
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Notes to the Interim Financial Information (continued)

FEEER PEGERE
2015 & 2014 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT T AT
HK$'000 HK$'000
(96,277) 25,308
4,330 23,098

(23) (2,307)
(1,589) -
(93,559) 46,099
FHERE FEEEE
2015 4¢ 2014 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT ATT
HK$'000 HK$'000
30,139 5,685
33,116 20,317
63,255 26,002
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S AR R

- JEEmESRE
SEEPE Z FHEBRIA
W ARIREY R S
HAth

TEREYE T EE
AR BB P
4827 AR 78,000 T

(2014 £ LR B
28,000 71 )

My 2 SR 6

FEEARTH S R 241,000 T
(2014 4F | 4E © B
209,000 J¢) -

Notes to the Interim Financial Information (continued)

9. Other operating income

Dividend income from investment in securities

- unlisted investments

Gross rental income from investment properties
Less: Outgoings in respect of investment properties

Others

FEEER FALEEE
2015 & 2014 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT AT
HK$'000 HK$'000
6,336 5,592
24,524 25,009
(1,453) (1,003)
1,832 6,467
31,239 36,065

Included in the “Outgoings in respect of investment properties” is HK$78,000 (first half of
2014: HK$28,000) of direct operating expenses related to investment properties that were not

let during the period.

Contingent rent included in the “Gross rental income from investment properties” is

HK$241,000 (first half of 2014: HK$209,000).
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10. BB SR H 10. Net charge of impairment allowances
FEEEE PEGEER
2015 4 2014
6 H30H 6 430 H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT BT
HK$'000 HK$'000
EEE Advances to customers
I AEEAS Individually assessed
- TR - new allowances (595,103) (286,462)
- FE[E - releases 23,127 20,705
- U EIEAMEHIRIE - recoveries 6,489 2,532
T2 A S A SRRk AE Net charge of individually assessed loan
TR impairment allowances (565,487) (263,225)
{HERES Collectively assessed
- iR - new allowances (32,350) (36,898)
- B - releases 256,368 18,767
- Y e EAsE RS - recoveries 383 115
124H A B E R E 2 Net reversal/(charge) of collectively assessed loan
RS (REE) impairment allowances 224,401 (18,016)
B Net charge of impairment allowances (341,086) (281,241)
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11. &BEXH

11. Operating expenses

ABEM (BEESEHE)

- T R At
- BBIAREA

PR et S (EdE

e
- PP
- EERHL
- HAil

e
R G

- b
- JEHRHRTS

HAACE S H

Staff costs (including directors’ emoluments)
- salaries and other costs
- pension cost

Premises and equipment expenses (excluding
depreciation)
- rental of premises
- information technology
- others

Depreciation
Auditor’s remuneration

- audit services

- non-audit services
Other operating expenses
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Notes to the Interim Financial Information (continued)

FELEHEE FELEEE
2015 4 2014 4E

6 H30H 6 530H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT T AT IT
HK$'000 HK$°000
548,233 545,053
73,763 68,556
621,996 613,609
124,948 125,297
85,389 86,360
26,001 24,386
236,338 236,043
110,399 110,075
571 549

112 192
234,606 248,692
1,204,022 1,209,160
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R EARA R BRI Notes to the Interim Financial Information (continued)

12. &Y E,/A¥ 12, Net gain from disposal of/fair value adjustments on investment
EFREE R properties
FELER PGS EE
2015 4F 2014 4
6 H30H 6H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT BT
HK$'000 HK$'000
HI B EYIZE 2 P A Net gain from disposal of investment properties 85,600 -
EYF AN P EFRE Y F Net gain from fair value adjustments on investment
Wt properties 19,922 60,511
105,522 60,511
13. & EEY%E - 358F 13. Net gain from disposal/revaluation of properties, plant and
RSt BBt equipment
PHEHZ FEGEER
2015 & 2014 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT BT
HK$'000 HK$'000
HERE 2 FIE Net gain from disposal of premises 17,664 -
EEEE B[] A DR Net loss from disposal of other fixed assets (547) (538)
Al R P Net gain from revaluation of premises 1,351 828
18,468 290
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W RN IR BT T

AHIRIE
EEFIGR
- JNETARRIH

MR
- JNETARRIH
- HH (BED A2
151

IRIERIH
IR P AR A A A R ]

HEEHEFER HEEREE
2015 4 b AEAGETHERRR
BRI R 16.5% (2014
£ 1 16.5%) $EHE - BN
Flz fiidelig 2015 4 B
AR FERRRUE R A S E
KOEZERFIE B R 2 BITHR
TEE -

14. Taxation

Taxation in the income statement represents:

Current tax
Hong Kong profits tax
- current period taxation

Overseas taxation
- current period taxation
- (over)/under-provision in prior periods

Deferred tax
Origination and reversal of temporary differences

Notes to the Interim Financial Information (continued)

PHEHRZ PR S
2015 4 2014 4E

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT BT
HK$'000 HK$'000
206,783 213,317
16,984 140,164
(5,499) 3,750
218,268 357,231
46,213 (13,158)
264,481 344,073

Hong Kong profits tax has been provided at the rate of 16.5% (2014: 16.5%) on the
estimated assessable profits arising in Hong Kong for the first half of 2015. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
2015 at the rates of taxation prevailing in the countries in which the Group operates.
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AT RARIERAT

BRACAT A
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14. Taxation (continued)

Notes to the Interim Financial Information (continued)

The taxation on the Group’s profit before taxation that differs from the theoretical amount that
would arise using the taxation rate of Hong Kong is as follows:

Profit before taxation

Calculated at a taxation rate of 16.5% (2014: 16.5%)

Effect of different taxation rates in other countries
Income not subject to taxation

Expenses not deductible for taxation purposes
Tax losses not recognised

Utilisation of previously unrecognised tax losses
(Over)/under-provision in prior periods

Foreign withholding tax

Taxation charge

Effective tax rate

65

FHEHEE PR S
2015 & 2014 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT T AT
HK$'000 HK$'000
1,672,808 1,855,887
276,013 306,221
12,135 29,898
(55,762) (22,599)
15,469 7,575

1 1

3) (6)

(5,499) 3,750
22,127 19,233
264,481 344,073
15.81% 18.54%
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e 77.5 9T SAHE Ryt
# 542,500,000 7T > AW EH
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TESRAT R HoA Bl —
& H N EIH Z E R

FEEHRE
201546 H 30 H
Half-year ended
30 June 2015

Notes to the Interim Financial Information (continued)

FHEGEHEE

20146 H30H
Half-year ended
30 June 2014

Dividends
T
B
Per share
HK$
Interim dividend 77.5

] (52id “aR
BT Pt AETT
Total Per share Total
HK$'000 HK$ HK$'000
542,500 100 700,000

On 11 June 2015, the Board declared an interim dividend of HK$77.5 per ordinary share
amounting to HK$542,500,000, which was paid on 30 June 2015.

Cash and balances with banks and other financial institutions

Cash

Balances with central banks

Balances with banks and other financial
institutions

Placements with banks and other financial
institutions maturing within one month
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72015 £ 2014 £
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
654,068 593,355
15,329,571 18,694,761
7,066,086 17,112,902
25,714,344 21,881,782
48,764,069 58,282,800
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(&)
17. NP EEEET AIE2E  17. Financial assets at fair value through profit or loss
ZBREE
FERIUATEEL
FFABR T SRIEE
Financial assets
REWHEE designated at fair value a=t
Trading assets through profit or loss Total
2015 4 7~ 2014 £ #2015 &£ 20144 R 2015 4F #2014 &
6 H30H 12H31H 6 H30H 12H31H 6 H30H 12H31H
At 30 At 31 At 30 At 31 At 30 At 31
June December June December June December
2015 2014 2015 2014 2015 2014
AT AT BT T AT BT T AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HONSEEASIME At fair value
[E£=3 Treasury bills 6,058,267 5,899,294 - - 6,058,267 5,899,294
Hithf&#s:82  Other debt
securities - - 254,448 255,919 254,448 255,919
4=t Total 6,058,267 5,899,294 254,448 255,919 6,312,715 6,155,213
INEES R ATBIS 2 & Financial assets at fair value through profit or loss are analysed by place of listing as follows:
R A LT Sy
T
FERUAEEL
AR SMEE
Financial assets
T EMEE designated at fair value
Trading assets through profit or loss
20154 A 20144  JA20154F L2014 4
6 H30H 12H31H 6 H30H 12 531 H
At 30 At 31 At 30 At 31
June December June December
2015 2014 2015 2014
AT BT T AT AT
HK$'000 HK$'000 HK$'000 HK$'000
EE % Debt securities
- REELT - Listed in Hong Kong - - 254,448 255,919
- JEET - Unlisted 6,058,267 5,899,294 - -
4t Total 6,058,267 5,899,294 254,448 255,919
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R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

17. N REE{EET AIE2E  17. Financial assets at fair value through profit or loss (continued)
ZeREE (&)

DN PEE LT ARG Z SR Financial assets at fair value through profit or loss are analysed by type of issuer as follows:
HEEBITIRE
T
FERUAEEL
AR SMEE
Financial assets
REEEE designated at fair value
Trading assets through profit or loss

M 20154 R 20144F 20154 2014 4F
6H30H 12F31H 6H30H 12F31H

At 30 At 31 At 30 At 31

June December June December

2015 2014 2015 2014

BT BT BT AT

HK$'000 HK$'000 HK$'000 HK$'000

BEIER Sovereigns 6,058,267 5,899,294 - -
NEE Corporate entities - - 254,448 255,919
4t Total 6,058,267 5,899,294 254,448 255,919
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Notes to the Interim Financial Information (continued)

18. Derivative financial instruments

The Group enters into the following exchange rate, interest rate, commodity and equity
related derivative financial instrument contracts for trading and risk management purposes:

Currency forwards represent commitments to purchase and sell foreign currency on a
future date.

Currency, interest rate and precious metal swaps are commitments to exchange one set of
cash flows or commodity for another. Swaps result in an exchange of currencies, interest
rates (for example, fixed rate for floating rate), or precious metals (for example, gold
swaps) or a combination of all these (for example, cross-currency interest rate swaps).
Except for certain currency swap contracts, no exchange of principal takes place.

Foreign currency options are contractual agreements under which the seller (writer) grants
the purchaser (holder) the right, but not the obligation, either to buy (a call option) or sell (a
put option) at or by a set date or during a set period, a specific amount of the financial
instrument at a predetermined price. In consideration for the assumption of foreign
exchange risk, the seller receives a premium from the purchaser. Options are negotiated
over-the-counter between the Group and its counterparty.
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Notes to the Interim Financial Information (continued)

18. Derivative financial instruments (continued)

The contract/notional amounts and fair values of derivative financial instruments held by the
Group are set out in the following tables. The contract/notional amounts of these
instruments indicate the volume of transactions outstanding at the balance sheet dates and
certain of them provide a basis for comparison with fair value instruments recognised on the
balance sheet. However, they do not necessarily indicate the amounts of future cash flows
involved or the current fair values of the instruments and, therefore, do not indicate the
Group’s exposure to credit or market risks. The derivative financial instruments become
favourable (assets) or unfavourable (liabilities) as a result of fluctuations in foreign
exchange rates, market interest rates, metal prices or equity prices relative to their terms.
The aggregate fair values of derivative financial instruments can fluctuate significantly from
time to time.
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18. Derivative financial instruments (continued)

Notes to the Interim Financial Information (continued)

The following tables summarise the contract/notional amounts of each class of derivative
financial instrument as at 30 June 2015 and 31 December 2014:

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps

Commodity contracts

Equity contracts

Total

201546 H30H
At 30 June 2015

FREEERA
HeEhA
Not qualified .
HH for hedge L
Trading accounting Total
AR BB BT
HK$'000 HK$'000 HK$'000
14,222,060 - 14,222,060
31,170,092 - 31,170,092
8,445 - 8,445
8,445 - 8,445
45,409,042 - 45,409,042
32,313,223 231,786 32,545,009
1,961,115 - 1,961,115
88,305 - 88,305
79,771,685 231,786 80,003,471

Not qualified for hedge accounting: derivative contracts which do not qualify as hedges for
accounting purposes but are managed in conjunction with the financial instruments
designated at fair value through profit or loss are separately disclosed in compliance with the
requirements set out in the Banking (Disclosure) Rules.
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Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps

Commodity contracts

Equity contracts

Total
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18. Derivative financial instruments (continued)

2014412 H 31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

AFEERA
Fapii a7
[ Not qualified N
HH for hedge s
Trading accounting Total
AT AT AT T
HK$'000 HK$'000 HK$'000
13,828,777 - 13,828,777
28,700,798 - 28,700,798
5,994 - 5,994
5,994 - 5,994
42,541,563 - 42,541,563
24,589,557 231,885 24,821,442
684,545 - 684,545
260,297 - 260,297
68,075,962 231,885 68,307,847
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Notes to the Interim Financial Information (continued)

18. Derivative financial instruments (continued)

The following tables summarise the fair values of each class of derivative financial instrument
as at 30 June 2015 and 31 December 2014:

201546 H30H
At 30 June 2015

AHEERE AHEAR
Fair value assets Fair value liabilities
AEFEIRA AFFEERA
B e HPERhs
Not Not
qualified - qualified -
BH for hedge ot BH for hedge Lo
Trading accounting Total Trading accounting Total
BT AT AT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
[EREL Exchange rate contracts
RITHA Ko adA Spot and forwards 439,804 - 439,804 (166,104) - (166,104)
e Swaps 61,308 - 61,308 (232,923) - (232,923)
SNBSS 5 HIE Foreign currency
options
- B AMARE - Options purchased 297 - 297 - - -
- B HARE - Options written - - - (297) - (297)
501,409 - 501,409 (399,324) - (399,324)
FIREL Interest rate contracts
FrLHH Swaps 16,574 - 16,574 (19,859) (22,259) (42,118)
[SEEEES) Commodity contracts 23,878 - 23,878 (20,893) - (20,893)
R RE LR &Y Equity contracts 622 - 622 (604) - (604)
Gt Total 542,483 - 542,483 (440,680) (22,259) (462,939)
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

18. f74EemT R (4) 18. Derivative financial instruments (continued)

7201412 H31 H
At 31 December 2014

INPHEERE A PEREA
Fair value assets Fair value liabilities
ATFHRA AR
Hirgatis Hrgatik
Not Not
— qualified - — qualified -~
HE for hedge “t RE for hedge Hst
Trading  accounting Total Trading  accounting Total
AT BT BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PERGEY Exchange rate contracts
BT R it Spot and forwards 359,880 - 359,880 (115,016) - (115,016)
L Swaps 44,500 - 44,500 (102,497) - (102,497)
HNERT 5 iR Foreign currency
options
- A - Options purchased 79 - 79 B ) B
- EHiHE - Options written - - . (79) } 79)
404,459 - 404,459 (217,592) - (217,592)
IES=E| Interest rate contracts
FLHH Swaps 17,412 - 17,412 (26,445) (25,222) (51,667)
[EELY=S Commodity contracts 17,064 - 17,064 (9,152) - (9,152)
R 2 4 Equity contracts 137 - 137 (95) - (95)
Hazt Total 439,072 - 439,072 (253,284) (25,222) (278,506)
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Notes to the Interim Financial Information (continued)

18. Derivative financial instruments (continued)

The table below gives the credit risk-weighted amounts of the above derivative financial
instruments and is prepared with reference to the completion instructions for the HKMA

return of capital adequacy ratio.

Y 2015 £ A 2014

6 H30H 12H31H

At 30 June At 31 December

2015 2014

BT BT

HK$'000 HK$'000

Exchange rate contracts 257,130 193,216
Interest rate contracts 17,754 19,156
Equity contracts 3,373 8,273
Total 278,257 220,645

The credit risk-weighted amounts are calculated in accordance with the Banking (Capital)
Rules. The amounts are dependent upon the status of the counterparty and the maturity

characteristics of each type of contract.

The total fair values of derivatives subject to valid bilateral netting agreements for the
Group amounted to HK$21,490,000 (31 December 2014: HK$48,045,000) and the effect of
valid bilateral netting agreements amounted to HK$7,571,000 (31 December 2014:

HK$16,832,000).
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EIN=E
AT

HRE

BB
- ZERIRHL
- {ZA GRS

Ee

dast

201546 30 H > &
PSR B TR A S
348,808,000 7T (2014 4
12 F 31 H @ &
367,805,000 7T.) -

201546 H 30 H > &
HEE 5 EEAE B TR
(B (2014 /£ 12 A 31

H ) -

*EEBTEF BB
76,168,022,000 T ( 2014
F 12 5 31 H B
71,075,114,000 7©) F37T
HEAEKTEBE
39,079,663,000 T ( 2014
12 5 31 H
38,535,511,000 7T ) *

Notes to the Interim Financial Information (continued)

19. Advances and other accounts

Personal loans and advances
Corporate loans and advances

Advances to customers*
Loan impairment allowances

- Individually assessed
- Collectively assessed

Trade bills

Total

7 2015 &£ 2014 £

6 H30H 12531 H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
33,414,665 31,455,884
127,131,871 118,046,372
160,546,536 149,502,256
(694,401) (731,598)
(1,006,122) (1,238,522)
158,846,013 147,532,136
18,076,203 16,371,563
176,922,216 163,903,699

As at 30 June 2015, advances to customers included accrued interest of HK$348,808,000

(31 December 2014: HK$367,805,000).

As at 30 June 2015, no impairment allowance was made in respect of trade bills (31

December 2014: Nil).

* Included advances to customers denominated in HK dollars of HK$76,168,022,000 (31 December 2014:
HK$71,075,114,000) and US dollars equivalent to HK$39,079,663,000 (31 December 2014:

HK$38,535,511,000).
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7%
HAth s

PG 7 S e KA

Edhirtezs

dast

[z
HAth sy

PG 7 S ke CE

R hrRE R

Hst

Treasury bills
Other debt securities

Certificates of deposit

Total debt securities and
certificates of deposit

Equity securities

Total

Treasury bills
Other debt securities

Certificates of deposit

Total debt securities and
certificates of deposit

Equity securities

Total

20. Investment in securities

201546 B 30 H
At 30 June 2015

Notes to the Interim Financial Information (continued)

BAEETRR HEHRATIR
At fair value At amortised cost
REZ
THRHERES  IHEES  SRRIERGK
Available- Held-to- Loans
for-sale maturity and a=t
securities securities receivables Total
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
13,395,042 2,372,662 - 15,767,704
26,415,394 207,442 1,855,738 28,478,574
39,810,436 2,580,104 1,855,738 44,246,278
11,221,926 - - 11,221,926
51,032,362 2,580,104 1,855,738 55,468,204
86,239 - - 86,239
51,118,601 2,580,104 1,855,738 55,554,443
2014 12 H 31 H
At 31 December 2014
AN E RIS Y SH AT iR
At fair value At amortised cost
FEZ
HEHERS  EHIHES  SRORIEREK
Available- Held-to- Loans
for-sale maturity and 4=t
securities securities receivables Total
BT T BT T BT T BT
HK$'000 HK$'000 HK$'000 HK$'000
12,699,355 2,374,940 - 15,074,295
21,802,534 243,450 2,074,594 24,120,578
34,501,889 2,618,390 2,074,594 39,194,873
7,897,685 - - 7,897,685
42,399,574 2,618,390 2,074,594 47,092,558
75,766 - - 75,766
42,475,340 2,618,390 2,074,594 47,168,324
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20. Investment in securities (continued)

Investment in securities is analysed by place of listing as follows:

# 20154% 6 H 30 H
At 30 June 2015

Notes to the Interim Financial Information (continued)

FAEZE
ke FIEER  SSRRERK
Available- Held-to- Loans
for-sale maturity and
securities securities receivables
BT T BT T ARTT
HK$'000 HK$'000 HK$'000
Debt securities and certificates of deposit
- Listed in Hong Kong 1,271,434 -
- Listed outside Hong Kong 1,936,569 27,071
3,208,003 27,071
- Unlisted 47,824,359 2,553,033 1,855,738
51,032,362 2,580,104 1,855,738
Equity securities
- Unlisted 86,239 -
Total 51,118,601 2,580,104 1,855,738
Market value of listed held-to-maturity
securities
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Notes to the Interim Financial Information (continued)

20. Investment in securities (continued)

Debt securities and certificates of deposit
- Listed in Hong Kong
- Listed outside Hong Kong

- Unlisted

Equity securities
- Unlisted

Total

Market value of listed held-to-maturity
securities

79

720144412 H 31 H
At 31 December 2014

FEz
&R FHIHES  SRORERGK
Available- Held-to- Loans
for-sale maturity and
securities securities receivables
BT AT AT
HK$'000 HK$'000 HK$'000
2,118,557 - -
3,818,449 49,148 -
5,937,006 49,148 -
36,462,568 2,569,242 2,074,594
42,399,574 2,618,390 2,074,594
75,766 - -
42,475,340 2,618,390 2,074,594

48,095
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20. BEEE (8) 20. Investment in securities (continued)
BB TS Investment in securities is analysed by type of issuer as follows:
YA
201546 H 30 H
At 30 June 2015
BEZE

TRt EER EHEESR SRREERGK
Available- Held-to- Loans
for-sale maturity and
securities securities  receivables
AT AT AT
HK$'000 HK$'000 HK$'000
BERE Sovereigns 11,984,920 1,783,596 -
INEBEAT* Public sector entities* 162,534 111,209 -
SRAT R HoAth < bR Banks and other financial institutions 28,920,181 589,066 353,775
NEIE Corporate entities 10,050,966 96,233 1,501,963

51,118,601 2,580,104 1,855,738

72014412 H 31 H
At 31 December 2014

ez
AR e s FIAHES  ERJERGK
Available- Held-to- Loans
for-sale maturity and
securities securities receivables
BT BT BT
HK$'000 HK$'000 HK$'000
BERE Sovereigns 11,981,667 1,778,199 -
NS BEAT* Public sector entities* 233,982 130,399 -
SRIT B HoAth S mlidhs Banks and other financial institutions 21,682,684 596,741 -
INERHE Corporate entities 8,577,007 113,051 2,074,594

42,475,340 2,618,390 2,074,594

* GHETE (SRAT3E (A HAND * Included available-for-sale securities of HK$162,534,000 (31 December 2014: HK$233,982,000) and
PSR R T A B B AT mT ik held-to-maturity securities of HK$111,209,000 (31 December 2014: HK$130,399,000) which are eligible
HEESE 4 N 162,534,000 7T to be classified as public sector entities under the Banking (Capital) Rules.

(2014 4 12 H 31 H : &%
233,982,000 77) KA EH]
HAH 384508 111,209,000 7T

(2014 4 12 H 31 H :
130,399,000 7 ) «
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Notes to the Interim Financial Information (continued)

21. Investment properties

At 1 January
Additions
Disposals

Fair value gains

Reclassification to properties, plant and

equipment (Note 22)
Exchange difference

At period/year end

81

7 2015 &£ 2014
6 H30H 12 A 31 H
At 30 June At 31 December
2015 2014
BT AT
HK$'000 HK$'000
1,280,271 1,174,938
1,080 821
(901,200) -
19,922 129,896
(1,586) (24,085)
a7 (1,299)
398,534 1,280,271
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22. Wi ~ BB Rt 22. Properties, plant and equipment

S - B
S
Equipment,
BE fixtures and “st
Premises fittings Total
BT T BT T AT
HK$'000 HK$'000 HK$'000
A 20154F1H 1H> Net book value at
DR IE 1 January 2015 7,035,310 293,187 7,328,497
HME Additions 13,566 15,075 28,641
H& Disposals (379,212) (547) (379,759)
EERRA Revaluation 235,313 - 235,313
AHATEE (MfEE 11) Depreciation for the period (Note 11) (61,640) (48,759) (110,399)
B E R Reclassification from investment
(BfsE 21) properties (Note 21) 1,586 - 1,586
PR e Exchange difference 1,048 364 1,412
201546 H 30 H> Net book value at
HRHEFHE 30 June 2015 6,845,971 259,320 7,105,291
7201546 H 30 H At 30 June 2015
D &NEETRTE Cost or valuation 6,845,971 840,556 7,686,527
BEHTE Accumulated depreciation - (581,236) (581,236)
201546 H 30 H> Net book value at
DR IE 30 June 2015 6,845,971 259,320 7,105,291
A 7E 2 B AE B The analysis of cost or valuation of the above assets is as follows:
SIRAIE -
201546 H 30 H At 30 June 2015
&N e At cost - 840,556 840,556
RS E At valuation 6,845,971 - 6,845,971
6,845,971 840,556 7,686,527
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22. Wi ~ B R 22. Properties, plant and equipment (continued)

(8|
B~ EE
Bare
Equipment,
R fixtures and 4T
Premises fittings Total
ARTIT HARTIT BT
HK$'000 HK$'000 HK$'000
R20144FE1H1IHZ Net book value at
MDA 1 January 2014 6,609,378 359,859 6,969,237
b Additions 29,233 55,763 84,996
e Disposals - (2,628) (2,628)
Hh Revaluation 497,338 - 497,338
T Depreciation for the year (111,813) (112,955) (224,768)
B IR E A Y Reclassification from investment
(fsE 21) properties (Note 21) 24,085 - 24,085
PR 2 22%4E Exchange difference (12,911) (6,852) (19,763)
#20144F 12 H 31 H> Net book value at
HETEDFE 31 December 2014 7,035,310 293,187 7,328,497
72014412 H 31 H At 31 December 2014
D &NIEETRTIE Cost or valuation 7,035,310 836,325 7,871,635
et Accumulated depreciation - (543,138) (543,138)
2014412 H 31 H> Net book value at
EEDEIE 31 December 2014 7,035,310 293,187 7,328,497
i E 7 R E B The analysis of cost or valuation of the above assets is as follows:
SIRTAR -
W20144F 12 H 31 H At 31 December 2014
HERARE At cost - 836,325 836,325
FAliE At valuation 7,035,310 - 7,035,310
7,035,310 836,325 7,871,635
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hHARA RS BT e Notes to the Interim Financial Information (continued)

23. HihEE 23. Other assets
2015 4§ it 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT AT
HK$'000 HK$'000
Wlol & e Repossessed assets 12,610 4,664
HEE Precious metals 11,477 11,691
JREWSIRE R PR & Accounts receivable and prepayments 6,008,503 997,089
6,032,590 1,013,444

24. NPEEE(EEFAIEZS 24, Financial liabilities at fair value through profit or loss
2R SR

72015 & #2014 &
6 H30H 12531 H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
T oVEAE Trading liabilities
- AR IS K fE - Short positions in Exchange Fund Bills and Notes
bk 4,692,862 4,970,693
2015446 H 30 H 48 At 30 June 2015, there was no financial liabilities designated at fair value through profit or
B RE R LA AEE AR loss (31 December 2014: Nil).

AfREz EfEE (2014
F12H31H ) -

84



2 NCB #:f 7% 44t

AR B TR
(#)
25. EF{EK

TR ~ & R FAMATR
(REEAFER)

ZEk
SRR EEACHE A
- A

- EA

BETR
- AT

- A

T~ SR AR
- A

- A

Notes to the Interim Financial Information (continued)

25. Deposits from customers

Current, savings and other deposit accounts
(per balance sheet)

Analysed by:

Demand deposits and current accounts
- corporate
- personal

Savings deposits
- corporate
- personal

Time, call and notice deposits
- corporate
- personal

85

#2015 4F i+ 2014 4

6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
223,094,471 209,633,935
17,708,647 17,677,460
2,658,581 2,519,367
20,367,228 20,196,827
16,416,338 16,662,177
39,072,073 34,635,346
55,488,411 51,297,523
87,461,440 74,389,992
59,777,392 63,749,593
147,238,832 138,139,585
223,094,471 209,633,935
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Notes to the Interim Financial Information (continued)

26.

27

Other accounts and provisions

A 2015 4 A 2014 4F

6 H30H 12H31H

At 30 June At 31 December

2015 2014

ARTT AT

HK$'000 HK$'000

Other accounts payable 16,987,825 15,101,242
Provisions 68,597 80,724
17,056,422 15,181,966

. Assets pledged as security

As at 30 June 2015, the liabilities of the Group amounting to HK$4,992,863,000 (31
December 2014: HK$6,532,608,000) were secured by assets deposited with central
depositories to facilitate settlement operations. In addition, the liabilities of the Group
amounting to HK$2,071,601,000 (31 December 2014: HK$2,090,606,000) were secured by
debt securities and bills related to sale and repurchase arrangements. The amount of assets
pledged by the Group to secure these liabilities was HK$7,155,753,000 (31 December 2014:
HK$8,677,155,000) mainly included in “Trading assets”, “Investment in securities” and “Trade
bills”.
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Notes to the Interim Financial Information (continued)

28. Deferred taxation

BIERIAR IR T &G
AN L25% TSR &
Bl REAME B ARE
BEAE A o A S B A
R T A < BT IR 1 72 8
TEfEH -

Deferred tax is recognised in respect of the temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in this interim financial
information in accordance with HKAS 12 “Income Taxes”.

HEABRRNZIEERIH

The major components of deferred tax (assets)/liabilities recorded in the balance sheet,

(&) /aEFEEs and the movements during the first half of 2015 and the year ended 31 December 2014 are
AR B AT 20154F [ 2R 4F Ry as follows:
i £2014F12H31H k£
FE BT :
R 201546 H30H
At 30 June 2015
HIERYTEE Al
A R
Accelerated YIRS B 245 Other
tax Property k538 Impairment temporary et
depreciation  revaluation Losses allowance  differences Total
BT AT BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
> 2015 £ At 1 January
1H51H 2015 30,906 1,090,064 - (258,170) (28,498) 834,302
(&) B (Credited)/charged
EMs e to income
(FfFat 14) statement
(Note 14) (16,277) 141 (43,879) 87,308 18,920 46,213
(gz) fE (Credited)/charged
SO 4 TE to other
Wz comprehensive
income - (28,111) - - 30,572 2,461
PR Exchange
difference - 122 - (649) (141) (668)
7~ 2015 £ At 30 June
6 H30H 2015 14,629 1,062,216 (43,879) (171,511) 20,853 882,308
2014412 H 31 H
At 31 December 2014
hnEsTeE HoAth,
sk | AR
Accelerated YIEE G TR ES Other
tax Property k5t Impairment temporary 4t
depreciation revaluation Losses allowance differences Total
AT AT BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2014 £ At 1 January
1H1H 2014 26,417 1,020,816 (412) (218,279) (115,828) 712,714
&=t/ (&20) Charged/(credited)
e to income
statement 4,489 325 412 (43,489) (10,846) (49,109)
e HA 2 TA Charged to other
e comprehensive
income - 70,286 - - 95,845 166,131
PEE 52 7558 Exchange
difference - (1,363) - 3,598 2,331 4,566
A 2014 4 At 31 December
12H31H 2014 30,906 1,090,064 - (258,170) (28,498) 834,302
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Notes to the Interim Financial Information (continued)

28. Deferred taxation (continued)

Deferred tax assets and liabilities are offset on an individual entity basis when there is a
legal right to set off current tax assets against current tax liabilities and when the deferred
taxation relates to the same authority. The following amounts, determined after appropriate
offsetting, are shown in the balance sheet:

72015 & 2014
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
Deferred tax assets (74,615) (152,171)
Deferred tax liabilities 956,923 986,473
882,308 834,302
#2015 4 2014 £
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
Deferred tax assets to be recovered after more than
twelve months (28,420) (120,745)
Deferred tax liabilities to be settled after more than
twelve months 927,133 977,010
898,713 856,265

As at 30 June 2015, the Group has not recognised deferred tax assets in respect of tax
losses amounting to HK$2,540,000 (31 December 2014: HK$2,552,000). These tax losses
do not expire under the current tax legislation.
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29. B4 29. Share capital
#2015 £ iR 2014 4F
6 H30H 12H31H
At 30 June At 31 December
2015 2014
AT AT T
HK$'000 HK$'000
T3 REE Issued and fully paid:
7,000,000 F& 38 7,000,000 ordinary shares 3,144,517 3,144,517
30. 2 30. Reserves
N EEE A R AR HHR The Group’s reserves and the movements therein for the current and prior periods are
SEARSEFIERENE 4 presented in the condensed consolidated statement of changes in equity on pages 4 to 5.
£ 5 HZ B E RS
ghk -
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3l. BELSHERESE 31, Notes to condensed consolidated cash flow statement

before taxation

Operating profit

Depreciation

Net charge of impairment allowances

Unwind of discount on impairment allowances
Advances written off net of recoveries

Change in balances with banks and other
financial institutions with original maturity
over three months

Change in placements with banks and other
financial institutions with original maturity
over three months

Change in financial assets at fair value through
profit or loss

Change in derivative financial instruments

Change in advances and other accounts

Change in investment in securities

Change in other assets

Change in deposits and balances from banks
and other financial institutions

Change in financial liabilities at fair value
through profit or loss

Change in deposits from customers

Change in other accounts and provisions

Effect of changes in exchange rates

Operating cash (outflow)/inflow before taxation
Cash flows from operating activities included:
- Interest received

- Interest paid
- Dividend received
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Notes to the Interim Financial Information (continued)

(a) Reconciliation of operating profit to operating cash (outflow)/inflow

HELEER PR E
2015 £ 2014 4

6 H30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2015 2014
AT BETT
HK$'000 HK$'000
1,548,818 1,795,086
110,399 110,075
341,086 281,241
(485) (747)
(613,370) (12,143)
179,772 (2,259,530)
2,513,676 2,883,970
1,753,560 (1,860,403)
81,022 (7,780)
(12,748,920) (9,228,075)
(8,511,128) (4,086,441)
(5,019,146) 2,176,619
(2,457,488) 2,045,674
(277,831) 109,533
13,460,536 11,335,324
1,874,456 (318,469)
61,598 459,470
(7,703,445) 3,423,404
4,875,451 4,691,258
(2,225,524) (2,239,505)
6,336 5,592
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(&)
31. HELFEHESTRES  31. Notes to condensed consolidated cash flow statement (continued)
fsE (88)
(b) H&ERERBEER (b) Analysis of the balances of cash and cash equivalents
@EEa
72015 & 2014
6 H30H 6 H30H
At 30 June At 30 June
2015 2014
BT BT
HK$'000 HK$'000
[ 7 < R SR E B H Cash and balances with banks and other
F 3 {HBANZEFR financial institutions with original maturity
BRAT B A < b £ within three months
TEM4EER 36,328,995 32,882,912
JREEAE 4 3 A N> Placements with banks and other financial
1F SRAT B HoAth 4 i institutions with original maturity within three
e E A months 4,110,852 3,599,628
FERIEAHAE3MA N> Treasury bills with original maturity within three
[EE=3 months 4,768,994 4,278,979
45,208,841 40,761,519

91



2 NCB #:f 7% 44t

R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

32. ARBBRRE 32. Contingent liabilities and commitments
WARBRBENEKIE 2 EE The following is a summary of the contractual amounts of each significant class of contingent
BEATRELEREER liability and commitment and the aggregate credit risk-weighted amount and is prepared with
FRAESR S RIm RS H reference to the completion instructions for the HKMA return of capital adequacy ratio.

GIHE I & 4BE
e 45 U AR B

AT
B 2015 4 1 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT T BT
HK$'000 HK$'000
HiFEa®RIEE Direct credit substitutes 25,150,986 23,145,228
HIXZ S AR sk Ea & Transaction-related contingencies 2,242,263 2,571,980
B S AR sk a & Trade-related contingencies 8,147,755 7,957,417
HIEBZRENEELE Asset sales with recourse 10,689,612 4,741,257
REEHE @AY R Commitments that are unconditionally cancellable
LGP G without prior notice 71,174,235 68,666,899
HAtEE > FEHIH & Other commitments with an original maturity of
- 1ESDUT - up to one year 1,157,414 1,158,435
-1EDE - over one year 5,260,585 4,673,119
123,822,850 112,914,335
EE R e Credit risk-weighted amount 23,539,982 16,759,631
(S & E I IS ZE SRS The credit risk-weighted amount is calculated in accordance with the Banking (Capital)
GBR1TE (BA) A Rules. The amount is dependent upon the status of the counterparty and the maturity
HE o IEEHEUEN L 5 characteristics of each type of contract.
HFZHENREHE8Z
HARF M -
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Notes to the Interim Financial Information (continued)

33. Capital commitments

The Group has the following outstanding capital commitments not provided for in this interim

financial information:

A 2015 4£ A 2014 4F

6 H30H 12H31H

At 30 June At 31 December

2015 2014

AT AT

HK$'000 HK$'000

Authorised and contracted for but not provided for 19,538 20,086
Authorised but not contracted for 1,427 60
20,965 20,146

The above capital commitments mainly relate to commitments to purchase computer

equipment and software, and to renovate the Group’s premises.

34. Operating lease commitments

(a) As lessee

The Group has commitments to make the following future minimum lease payments

under non-cancellable operating leases:

#2015 &£ iR 2014 4F
6 H30H 12 H31H
At 30 June At 31 December
2015 2014
BT AT T
HK$'000 HK$'000
Land and buildings
- not later than one year 264,585 248,005
- later than one year but not later than five
years 677,312 698,705
- later than five years 177,529 225,768
1,119,426 1,172,478
Other commitments
- not later than one year 872 915
- later than one year but not later than five
years 314 250
1,120,612 1,173,643
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AR R ERHT EE Notes to the Interim Financial Information (continued)
(&)

34. KETHEAIE (&)  34. Operating lease commitments (continued)

(b) fERHFHA (b) As lessor
FRIER RSN > 482 The Group has contracted with tenants for the following future minimum lease
EELY MY Ry AL receivables under non-cancellable operating leases:
MHEFITGYZRKE
FAH &~ R < -
72015 & 7 2014 4F
6 H30H 127531 H
At 30 June At 31 December
2015 2014
BT BT
HK$'000 HK$'000
TR T Land and buildings
- R 14 - not later than one year 10,897 46,783
-1EMEE S FER - later than one year but not later than five
years 5,165 25,986
16,062 72,769
AEEDKEHERR The Group leases its investment properties (Note 21) under operating lease
HEREYZE (s arrangements, with leases typically for a period from one to three years. The terms of the
21); FHEFIEEH 1 leases generally require the tenants to pay security deposits.

3 45 - HAIHR—
R E R R
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Notes to the Interim Financial Information (continued)

35. 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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35. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial Information (continued)

TEASRT FHT
Personal ~ Corporate =50 oE Hifh, Nt F=yisiiv] &E
Banking Banking Treasury  Investment Others Subtotal  Eliminations Consolidated
T T P P T P —— T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Half-year ended
30 June 2015
Net interest (expense) fincome
- external (100,680) 1,225,558 1,255,057 - 2,379,935 - 2,379,935
- inter-segment 576,629 43,480 (620,109) - - - -
475,949 1,269,038 634,948 - 2,379,935 - 2,379,935
Net fee and commission
income/(expense) 409,684 292,476 12,543 22 (346) 714,379 - 714,379
Net trading gain/(loss) 22,688 39,629 (160,379) 4,544 (41) (93,559) - (93,559)
Net loss on financial instruments
designated at fair value
through profit or loss (1,323) - (1,323) - (1,323)
Net gain on other financial
assets 33,115 30,140 - 63,255 - 63,255
Other operating income 168 88,630 1,664 90,462 (59,223) 31,239
Net operating income before
impairment allowances 908,489 1,634,258 515,929 93,196 1,277 3,153,149 (59,223) 3,093,926
Net charge of impairment
allowances (39,574) (301,512) - (341,086) - (341,086)
Net operating income 868,915 1,332,746 515,929 93,196 1,277 2,812,063 (59,223) 2,752,840
Operating expenses (451,700) (533,783) (141,015) (101,760) (34,987)  (1,263,245) 59,223  (1,204,022)
Operating profit/(loss) 417,215 798,963 374,914 (8,564) (33,710) 1,548,818 - 1,548,818
Net gain from disposal offfair
value adjustments on
investment properties 105,522 105,522 - 105,522
Net gain from disposal/
revaluation of properties,
plant and equipment 18,468 18,468 - 18,468
Profit/(loss) before taxation 417,215 798,963 374,914 115,426 (33,710) 1,672,808 - 1,672,808
At 30 June 2015
Assets
Segment assets 39,992,819 143,680,519 126,553,391 7,621,828 172,257 318,020,814 318,020,814
Liabilities
Segment liabilities 104,296,093 132,807,427 42,919,823 7,543 1,792,389 281,823,275 281,823,275
Half-year ended
30 June 2015
Other information
Capital expenditure - - - 29,721 29,721 29,721
Depreciation 6,996 3,683 361 101,754 (2,395) 110,399 110,399
Amortisation of securities 41,646 41,646 41,646

96



2 NCB #:f 7% 44t

SRR B BT et
(80
35. SEHE (@)

() #HEEME (8)

35. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial Information (continued)

AT DFEHT
Personal Corporate y=c 504 g Hifth, Nt Fviicine s
Banking Banking Treasury  Investment Others Subtotal Eliminations Consolidated
—_— —_— —— - —— —— P ——
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Eleder -1 Half-year ended
201446 H30H 30 June 2014
PRI GE) /A Netinterest (expense)fincome
- Ak - external (221,804) 1,307,750 1,478,264 - 2,564,210 - 2,564,210
- - inter-segment 642,265 (17,193) (625,072) - - - -
420,461 1,290,557 853,192 - 2,564,210 - 2,564,210
SFISE RS Net fee and commission
() income/(expense) 272,826 333,907 10,653 43 (1,209) 616,220 - 616,220
FREMGS/ (B5#E)  Nettrading gain/(loss) 34,640 79,619 (65,658) (2,503) 1 46,099 - 46,099
FUEBLUNTES(EE Netloss on financial instruments
N ST F designated at fair value
JE5HE through profit or loss (3,109) - (3,109) - (3,109)
HitrgRlgE 2 Res Net gain on other financial
assets 20,317 5,685 - 26,002 - 26,002
HAEEIA Other operating income 57 160 88,420 6,250 94,887 (58,822) 36,065
THUREEHRTOME  Net operating income before
BUCA impairment allowances 727,984 1,724,560 800,763 85,960 5,042 3,344,309 (58,822) 3,285,487
TREZEG TR Net charge of impairment
allowances (38,982)  (242,259) - (281,241) - (281,241)
TR Net operating income 689,002 1,482,301 800,763 85,960 5,042 3,063,068 (58,822) 3,004,246
sl Operating expenses (346,013)  (525,902)  (247,198) (99,728) (49,141)  (1,267,982) 58,822  (1,209,160)
EEF (R Operating profit/(loss) 342,989 956,399 553,565 (13,768) (44,099) 1,795,086 - 1,795,086
TRV \HEEE Net gain from fair value
e tiem adjustments on investment
properties 60,511 60,511 - 60,511
Uit JEfHYEE 231 Netgain from disposal/
R s revaluation of properties,
plant and equipment 290 290 - 290
Efamastl (iEE) Profit/(loss) before taxation 342,989 956,399 553,565 47,033 (44,099) 1,855,887 - 1,855,887
20144E12 §31H At 31 December 2014
BE Assets
DEEE Segment assets 33,101,750 132,582,987 129,285,776 8,717,158 216,582 303,904,253 303,904,253
b=t Liabilities
SEE & Segment liabilities 103,437,642 120,438,397 43,259,903 7,582 1,865,885 269,009,409 269,009,409
E iciey ey Half-year ended
201446 H30H 30 June 2014
HArER Other information
-ENEF A Capital expenditure - - 20,258 20,258 20,258
il Depreciation 5,415 2,950 484 99,722 1,504 110,075 110,075
iewas 5] Amortisation of securities - 147,140 - 147,140 147,140
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35. EEHE (&) 35. Segmental reporting (continued)
(b) FEHrEEEESY (b) By geographical area
U EREMRERE The following information is presented based on the principal places of operations of the
NEIRY E S SE R ER subsidiaries, or in the case of the Bank, on the locations of the branches responsible for
SRR MEARTTZE reporting the results or booking the assets:
b R ST e
HEFEELRZ T
s iveilvay: I
MAREGEEZ 201546 H 30 H PAESEE 2 201446 H 30 H
Half-year ended 30 June 2015 Half-year ended 30 June 2014
PRHUREEHRT o TRHURMERE AT
ZIBEBKRA BRI TR ERTED]
Net operating A Net operating EEF
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000
e Hong Kong 1,935,219 1,434,500 1,945,346 1,473,234
o [E7] A HE Mainland of China 1,125,307 216,267 1,312,113 376,413
K il Others 33,400 22,041 28,028 6,240
&% Total 3,093,926 1,672,808 3,285,487 1,855,887
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35. EEHE (&) 35. Segmental reporting (continued)

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

201546 H 30 H
At 30 June 2015

ET St v
Contingent
GEE L =L JERBTEE liabilities
Total Total Non-current and
assets liabilities assets commitments
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
T Hong Kong 193,310,573 173,123,679 6,758,532 35,348,932
] P Mainland of China 122,221,799 108,347,350 756,052 88,091,633
A Others 2,488,442 352,246 2,020 382,285
&5t Total 318,020,814 281,823,275 7,516,604 123,822,850
2014412 A 31 H
At 31 December 2014
ERREAIRE
Contingent
WA Hafmk JEREEE liabilities
Total Total Non-current and
assets liabilities assets commitments
BRTT AT AT HRTT
HK$'000 HK$'000 HK$'000 HK$'000
T Hong Kong 184,505,742 162,047,271 7,835,833 33,849,154
o B Pyt Mainland of China 116,624,065 104,331,044 775,587 78,941,179
A Others 2,774,446 2,631,094 2,349 124,002
&% Total 303,904,253 269,009,409 8,613,769 112,914,335
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36. &Rl T B 7SS 36. Offsetting financial instruments
TRIITAEECHE = The following tables present details of the Group’s financial instruments subject to offsetting,
T R AEAS E A S enforceable master netting arrangements and similar agreements.
B RS R e R T E
I -

R 201546 H30H
At 30 June 2015

REEE AR RERREAETEH
CHR  REEAkE FHBH 23
SEakeaE Bylem  Related amounts
[ ] Gross Zasyesg hot set off in the balance
BEgEE amounts of Net amounts sheet
Gross recognised of financial BUEZ
amounts of financial assets HEeH
recognised liabilities set  presented in SR TH Cash
financial off in the the balance Financial collateral IRaE
assets balance sheet sheet instruments received Net amount
T T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B Assets
TSR T Derivative financial
instruments 110,471 - 110,471 (64,312) - 46,159
HAtF 2 Other assets 3,161,294 (1,779,077) 1,382,217 - - 1,382,217
4=t Total 3,271,765 (1,779,077) 1,492,688 (64,312) - 1,428,376
R 201546 H30H
At 30 June 2015
REEE SR RERREAETEH
BHCORER REEAEE THB 230
SRFE@E ybngm  Related amounts
CRESISRE Gross ey notset off in the balance
AEEEE amounts of Net amounts sheet
Gross recognised of financial BEEHZ
amounts of financial liabilities HEeH
recognised assets set presented in SR TE Cash
financial off in the the balance Financial collateral RaE
liabilities balance sheet sheet _instruments pledged Net amount
T T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
b=Ti—{ Liabilities
LT T A Derivative financial
instruments 301,210 - 301,210 (64,312) - 236,898
Hith& & Other liabilities 2,249,942 (1,779,077) 470,865 - - 470,865
4=t Total 2,551,152 (1,779,077) 772,075 (64,312) - 707,763
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R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

36. T E 2SS (&) 36. Offsetting financial instruments (continued)

2014412 H 31 H
At 31 December 2014

s g{gﬂa:p RENEEGERPIRHZ
O NEEAEE HHBH 54
Sl E ELa%E EPWTE’JJ:M‘L’ Related amounts
ISR Gross &g hotset off in the balance
B amounts of  Net amounts sheet
Gross recognised of financial [Stlreired
amounts of financial assets R
recognised liabilities set  presented in ERt T H Cash
financial off in the the balance Financial collateral TR
assets  balance sheet sheet  instruments received  Net amount
AT AT AT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B Assets
TTHESMTE Derivative financial
instruments 59,439 - 59,439 (26,746) - 32,693
Hi&zE Other assets 1,389,548 (1,094,061) 295,487 - - 295,487
4=t Total 1,448,987 (1,094,061) 354,926 (26,746) - 328,180
2014412 H 31 H
At 31 December 2014
NEEaEEh RENEESERPIRHZ
W CHEs  NHEARE slaend
BREEGE PR Related amounts
ORISR Gross &5 hotsetoff in the balance
=t amounts of  Net amounts sheet
Gross recognised of financial [Etiwiivd
amounts of financial liabilities R
recognised assets set  presented in BEETHE Cash
financial off in the the balance Financial collateral TRER
liabilities  balance sheet sheet _instruments pledged  Net amount
AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
b=Ti—{ Liabilities
TSR T Derivative financial
instruments 174,708 - 174,708 (26,746) - 147,962
Hith& & Other liabilities 1,128,061 (1,094,061) 34,000 - - 34,000
4=t Total 1,302,769 (1,094,061) 208,708 (26,746) - 181,962
AR EESES ARG IMTE TR For master netting agreements of OTC derivative and sale and repurchase transactions
1L BIRESC Z R S ERAE E 48 entered into by the Group, related amounts with the same counterparty can be offset if an
AR [l = Ay = R =8 event of default or other predetermined events occur.

TERVEME - R — S E T 24
Iof] < B T R AP RRAE S
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Notes to the Interim Financial Information (continued)

37. Significant related party transactions

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

(@) Transactions with the parent companies and the other companies
controlled by the parent companies
General information of the parent companies:
The Group’s immediate holding company is BOCHK, which is in turn controlled by
BOC. Central Huijin is the controlling entity of BOC, and it is a wholly-owned subsidiary

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

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

The Group enters into banking transactions with these entities in the normal course of
business which include loans, investment securities and money market transactions.
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37. FEZEMEBEALR
5 (&)

() BRAFERBAH

P 2 oA )
TR 5 (&)

KRSy B o [ $R AT 2
TN BIRE &

&S © i 2015 4 6
H 30 H » A&EEHR
JFE WS R AN v B SR AT
SRR SRR Y T Ry A
2,714,081,000 T
(2014 4 12 A 31
H : I
4,756,693,000 7T) K
% 8,137,949,000 7T
(2014 & 12 F 31
H : I
13,986,923,000 7T ) -
2015 fF [ RAFEAE
PRATRE ML S S s
2 EE R YU A R SZ
HHEEE Oy B R A
65,531,000 J¢ (2014
FREREE B
173,393,000 7T ) K3t
122,919,000 T
(2014 4 P 5
% 46,271,000 71 ) °

R HR o B e SR o
TS RE B
Siiig) o §r 2015 4F 6
F 30 B > AREEAR
JEWT R JEAT o B8 &
IR S Y A Ry e
550,777,000 7¢.( 2014
12 7 31 H : B
1,840,662,000 7©.)
H W 22,095,371,000
G (2014 42 12 A 31
H o+ &
17,173,914,000 7¢.) °
2015 4 bApARslfsR
T BRI B
Tt AR WA B S
H S8 oy A T
1,748,000 ¢ ( 2014
FEEFEEE
1,422,000 7¢) B
230,050,000 :( 2014
FEEFEEE
415,506,000 7¢) °

Notes to the Interim Financial Information (continued)

37. Significant related party transactions (continued)

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

controlled by the parent companies (continued)

The majority of transactions with BOC arises from money market activities. As at 30
June 2015, the related aggregate amounts due from and to BOC of the Group were
HK$2,714,081,000 (31 December 2014: HK$4,756,693,000) and HK$8,137,949,000
(31 December 2014: HK$13,986,923,000) respectively. The aggregate amounts of
income and expenses of the Group arising from these transactions with BOC for the
first half of 2015 were HK$65,531,000 (first half of 2014: HK$173,393,000) and
HK$122,919,000 (first half of 2014: HK$46,271,000) respectively.

The majority of transactions with BOCHK arises from money market activities. As at 30
June 2015, the related aggregate amounts due from and to BOCHK of the Group were
HK$550,777,000 (31 December 2014: HK$1,840,662,000) and HK$22,095,371,000
(31 December 2014: HK$17,173,914,000) respectively. The aggregate amounts of
income and expenses of the Group arising from these transactions with BOCHK for
the first half of 2015 were HK$1,748,000 (first half of 2014: HK$1,422,000) and
HK$230,050,000 (first half of 2014: HK$415,506,000) respectively.
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Notes to the Interim Financial Information (continued)

37. Significant related party transactions (continued)

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

controlled by the parent companies (continued)

During the period, the Group sold certain investment properties and premises to
BOCHK with selling price amounting to HK$986,800,000 and HK$392,600,000
respectively. The gain from disposal of investment properties and premises were
approximately HK$85,600,000 and HK$16,422,000 respectively. The transactions
were entered on normal commercial terms.

The majority of transactions with other companies controlled by the parent companies
arises from deposits from customers. As at 30 June 2015, the related aggregate
amount of the Group was HK$17,500,306,000 (31 December 2014:
HK$12,914,910,000). The aggregate amount of expenses of the Group arising from
these transactions with other companies controlled by the parent companies for the
first half of 2015 was HK$66,457,000 (first half of 2014: HK$42,739,000).

Save as disclosed above, transactions with other parent companies and the other
companies controlled by the parent companies are not considered material.
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

37. FEEFREALZ  37. Significant related party transactions (continued)
2 (&)

(b) EEBRFHERS - (I (b) Transactions with government authorities, agencies, affiliates and other
B~ AR B A state controlled entities
BEAEH BRI
5
R EE A B 3 B & 7 The Group is subject to the control of the State Council of the PRC Government through
B¢ 47 28 o #5 K% P 4 %5 CIC and Central Huijin, which also directly or indirectly controls a significant number of
KREBEFHEIES] - it entities through its government authorities, agencies, affiliates and other state
HEN B L0 B % e controlled entities. The Group enters into banking transactions with government
JRR BT IARS - CH authorities, agencies, affiliates and other state controlled entities in the normal course of
TR ~ B At R oAt business at commercial terms.

I 12 ) S L
R P22 K B LA B
S o ANTEEIE — R
IFRARELBUTF A ~ (B
TR ~ I e e ot
B P S T
RSATHEB LS -

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

FRIA T FI£IE

- (EE - FREHR(E E - lending, provision of credits and guarantees, and deposit taking;
IRFIREZ RN S

- IRITEEZER R - inter-bank balance taking and placing;
&heR

- HE - EE - miH K - sales, purchase, underwriting and redemption of bonds issued by other state
W ] Pl A B 2l controlled entities;
BRI ES

- FEMESNE ~ PEFAE - rendering of foreign exchange, remittance and investment related services;
RS RS

- PRLEEEES K - provision of fiduciary activities; and

- BEAHTEE S E - purchase of utilities, transport, telecommunication and postage services.
TH - BEERITBUR
% o
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hHARA RS BT e Notes to the Interim Financial Information (continued)
(&)

37. FEEREALZ  37. Significant related party transactions (continued)
2 (&)

(c) FTHEEEAR (c) Key management personnel

FEEREAEEEL Key management personnel are those persons having authority and responsibility for
e TR R planning, directing and controlling the activities of the Group, directly or indirectly,
FEN BT ARETE] - 15 including Directors, Chief Executive, Deputy General Managers and Assistant
Ry e General Managers. The Group accepts deposits from and grants loans and credit
A BfEES - 1T facilities to key management personnel in the ordinary course of business. During
YEZR -~ Bl AEACT R BhER both the current and prior periods, no material transaction was conducted with key
HEECE - ALEEITEIER management personnel of the Bank and its holding companies, as well as parties
EBTEERITIES related to them.

J& N BT e Eo AR

PER S BRI - 1
HAP A - SR
H BAIRAT e H P
BAFEZEESEA
RECEA R AL
TERRS -

FTESEAAZHN The compensation of key management personnel is detailed as follows:
Wr
PHEHZ PR S
2015 & 2014 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT T AT
HK$'000 HK$'000
H R E A S R T Salaries and other short-term employee
TEF] benefits 15,146 18,968
BIRTEF] Post-employment benefits 807 860
15,953 19,828
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Notes to the Interim Financial Information (continued)

38. Currency concentrations

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.

HsRimame -
201546 H30H
At 30 June 2015
BT TEE
Equivalent in thousand of HK$

HAth Mg SN RRAE
Others Total
£ ARE foreign foreign
US Dollars Renminbi currencies currencies
REEE Spot assets 58,228,567 128,838,598 9,581,152 196,648,317
s Spot liabilities (56,706,773)  (117,133,684) (6,743,154) (180,583,611)
EHHAE A Forward purchases 27,792,230 10,994,274 4,126,408 42,912,912
HHIE 1 Forward sales (27,729,079) (22,621,106) (6,933,274) (57,283,459)
R FEE Net long position 1,584,945 78,082 31,132 1,694,159
sEREME AR FAE Net structural position 293,134 8,748,865 - 9,041,999

720144412 H 31 H

At 31 December 2014

R TEE
Equivalent in thousand of HK$

HAth AN YNEE LA
Others Total
FETT AR foreign foreign
US Dollars Renminbi currencies currencies
REEE Spot assets 50,714,856 129,625,777 10,170,515 190,511,148
H&EaE Spot liabilities (49,057,989)  (113,019,787) (9,087,139) (171,164,915)
EHIE A Forward purchases 23,258,343 8,581,087 2,839,602 34,679,032
HHIE 1 Forward sales (24,806,626) (25,023,970) (3,877,531) (53,708,127)
RS AR Net long position 108,584 163,107 45,447 317,138
EREME AR FE Net structural position 277,715 8,414,836 - 8,692,551
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R EARA R BRI Notes to the Interim Financial Information (continued)
(&)

39. R {ERE 39. International claims
PUR o3 75 2 B85 e B P The below analysis is prepared with reference to the completion instructions for the HKMA
SRITEG I 2 B FHmE return of international banking statistics. International claims are exposures to counterparties
HYE RIS R 4RaL - FIE(E other than local claims in local currency on which the ultimate risk lies, and are derived
FER G FE DAA Y 82 E according to the location of the counterparties after taking into account the transfer of risk. For
F A (B - W e i 08 AT 5 a claim guaranteed by a party situated in a country different from the counterparty, the risk will
A e AR RS be transferred to the country of the guarantor. For a claim on an overseas branch of a bank
1% DAAE G F 27 e 48 s whose head office is located in another country, the risk will be transferred to the country
HRYENHIE 75 fffi - 5 (B where its head office is located. Claims on individual countries or areas, after risk transfer,
ECR AP E M BLAE 5 ¥ amounting to 10% or more of the aggregate international claims of the Group are shown as

FRAEstR =] AU bR follows:
ZEYER A Z AT - (AR
[T AN AT HoE
G B RT 2 48T
Pt - A< SR8 51 B 5
Sl I H B AT R E R
TRAGEUFEFEHECRET 10%3K

PAEZ (RS T
7201546 30 H
At 30 June 2015
JESRITRANEES
Non-bank private sector
JESRTT
SR E=n
‘EJi%fE  Non-bank YN
ST Official financial Non-financial &=t
Banks sector institutions private sector Total
BT BETRT  BETT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
o [ A HE Mainland of China 37,061,140 912,799 559,287 35,285,117 73,818,343
T Hong Kong 1,560,093 1,922,182 948,601 29,731,530 34,162,406
4Gt Total 38,621,233 2,834,981 1,507,888 65,016,647 107,980,749
(EF)
(Restated)
2014412 A 31 H
At 31 December 2014
JEERITRAAR
Non-bank private sector
JRSRTT B
Rl FEERl
BEJ7t%%  Non-bank LN -
$RIT Official financial  Non-financial =t
Banks sector institutions  private sector Total
BT BT OBETT BETL  BETC
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
o (57 AT Mainland of China 36,252,631 942,469 660,677 34,282,844 72,138,621
i Hong Kong 253,134 2,305,880 588,883 24,251,030 27,398,927
4t Total 36,505,765 3,248,349 1,249,560 58,533,874 99,537,548

EhEEFECE EHF IR > DIFF The comparative amounts have been restated to conform with the current period’'s
ERAZHRIER » presentation.
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Notes to the Interim Financial Information (continued)

40. Non-bank Mainland exposures

HIERT RS H FHIA M
B B AR YE Z A T 2
REMAMERZ2ER
AR Ty 2
T 31 b L B S8
3o PhEeRERT AR T I
HIERRITRB Z I B LD
B Pt R I

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.

201546 H 30 H
At 30 June 2015

BEAR BEARE
BEREHR RN RINN
TEHH oy il
Items in On-balance Off-balance  &EEG=IE
the HKMA sheet sheet Total
return exposure exposure exposure
BT BT BT
HK$'000 HK$'000 HK$'000
o s ~ ROREURRFARY Central government, central
s - B S REE government-owned entities and their
3 subsidiaries and joint ventures 1 32,685,859 1,111,897 33,797,756
HOGEUR ~ #OTEURFRFARY  Local governments, local
1~ HIfB AT NEE government-owned entities and their
3 subsidiaries and joint ventures 2 15,302,310 2,070,987 17,373,297
N ERECEAM TS PRC nationals residing in Mainland or
WNEE IS - HIEA other entities incorporated in
H N EERSE Mainland and their subsidiaries and
joint ventures 3 55,061,627 32,603,350 87,664,977
FEFEAE s —TErpFr  Other entities of central government
JF R EL At i not reported in item 1 above 4 95,990 - 95,990
FEFEAE s I8 5 Other entities of local governments not
JiF PR ECA A A reported in item 2 above 5 - . -
R EEEINEREFEEINE  PRC nationals residing outside
feItsHs » HAREEAR Mainland or entities incorporated
F8 outside Mainland where the credit is
granted for use in Mainland 6 8,058,136 1,061,341 9,119,477
HAA ZE FmEEfE&E  Other counterparties where the
W F g ESRTT Y PR S JE exposures are considered to be
R non-bank Mainland exposures 7 5,336,795 - 5,336,795
HHEt Total 8 116,540,717 36,847,575 153,388,292
HIRCE M 1R 0V & rE SR Total assets after provision 9 328,339,029
LEABENTNERK &Y On-balance sheet exposures as
(LB AR E L percentage of total assets 10 35.49%
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Notes to the Interim Financial Information (continued)

40. Non-bank Mainland exposures (continued)

20144412 H 31 H
At 31 December 2014

BEAMA EEAMER
SEEHE FAHY FHMY
THE JEE JE\F R
Items in On-balance  Off-balance  4&JE &
the HKMA sheet sheet Total
return exposure exposure exposure
BT AT BT
HK$'000 HK$'000 HK$'000
o s ~ ROREURFRFARY Central government, central
g - HINB AT REE government-owned entities and their
b= subsidiaries and joint ventures 1 29,451,874 1,151,441 30,603,315
HOTEUE ~ # 5 EURFFARY  Local governments, local
W -~ HifE AT REaE government-owned entities and their
b= subsidiaries and joint ventures 2 11,599,566 1,810,301 13,409,867
N E R EAM TS PRC nationals residing in Mainland or
WNEEEIHRE ~ HHEA other entities incorporated in
H M EERHE Mainland and their subsidiaries and
joint ventures 3 50,180,366 29,896,773 80,077,139
FFEE Bilss—Tgh gy Other entities of central government
JF R EL At i not reported in item 1 above 4 318,005 - 318,005
THEFELE it —IEH 5 Other entities of local governments not
JF P ELA AR reported in item 2 above 5 B ; B
R EEEINEREFEEINE  PRC nationals residing outside
feItsHs » HAREEAR Mainland or entities incorporated
(= outside Mainland where the credit is
granted for use in Mainland 6 6,980,121 1,183,797 8,163,918
HAA ZE FmEEfE&E  Other counterparties where the
W B ESRTT Y PR St exposures are considered to be
HRYE non-bank Mainland exposures 7 5,177,267 - 5,177,267
st Total 8 103,707,199 34,042,312 137,749,511
HIBCEH SRV EESEE  Total assets after provision 9 310,553,707
LEABERNTNERK &Y On-balance sheet exposures as
(EEEYEE I percentage of total assets 10 33.39%
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HE -

1F 2015 5= 7 H 15 Hit#Ht
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HIERR AN
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EERE
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Notes to the Interim Financial Information (continued)

41. Events after the balance sheet date

42.

43.

BOC has obtained the in-principle approval from the Ministry of Finance of the People's
Republic of China (the "Ministry of Finance") for the undertaking of the disposal of 100%
interest in the Bank held by BOCHK (the "Potential Disposal") in accordance with the
relevant regulations of the Administrative Measures for the Transfer of State-owned
Assets of Financial Enterprises (No. 54 Decree of the Ministry of Finance), by way of
public bidding via a legally established assets exchange at the provincial level or above
(the "Bidding Process").

The Bidding Process via the Beijing Financial Assets Exchange in relation to the Potential
Disposal commenced on 15 July 2015. BOCHK published an announcement on 15 July
2015 in relation to the Bidding Process on China Securities Journal and the website of the
Beijing Financial Assets Exchange.

No binding agreement has been entered into with respect to the Potential Disposal.

Compliance with HKAS 34

The unaudited interim financial information for the first half of 2015 complies with HKAS 34
“Interim Financial Reporting” issued by the HKICPA.

Statutory accounts

The information in this Interim Report is unaudited and does not constitute statutory
accounts. The statutory accounts for the year ended 31 December 2014 have been
delivered to the Registrar of Companies and the HKMA. The auditor expressed an
unqualified opinion on those statutory accounts in the report dated 19 March 2015.
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5=

ARZEER (LAT s T 8, ) BByl s 1 2 111 Ry st ibh i s et et AR A= (TEIRT, )
NETAFE (& THEEE ) F* 2015 4 6 H 30 AR HEE QEA MRMEEEZ A 1k 6 (8 AR rEM =G S R - ek
BRAWGER - HEGEHEEIRNEEG SRR ER - DR HMN AR - BIRTESHAATREREGHA A SRMnEE
GRS 34 5% TS L (T EBGEERE 345, ) WENTIMZET AR - RO EERRIBERMER
SRR A - PIRIREE 2 R E R E R GRS BRI ZIMERERIEEM H T - I ERARENANEE
T EAM A L& EEGRIEE M E -

FEREEE

WMEHSEE A G A GRMIIEEF RN 2410 57 T BB ILX AT T IR B s ) TR - FR T S E
BHLE L m A TM B ETH BB A BEHER - RIEM D EAIEM SRR - R E ER RS T w TR TV
B RN - SR RES TP RaE R PR RIS S T T RE BRIV A BRI - L - I r g 3kEtER -

e
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Emst & Young e E Y Tel B3F: +852 2846 9888

22/F, CITIC Tower BEPRAZIELN Fax {5 H.: +852 2868 4432
ﬁ?i 1 Tim Mei Avenue hiEkE 22 18 ey.com

Central, Hong Kong

Independent Review Report

Report on review of interim financial information
To the board of directors of Nanyang Commercial Bank, Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 1 to 111, which comprises the condensed consolidated balance
sheet of Nanyang Commercial Bank, Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at 30 June 2015 and the
related condensed consolidated income statement, the condensed consolidated statement of comprehensive income, the
condensed consolidated statement of changes in equity and the condensed consolidated cash flow statement for the six-month
period then ended, and other explanatory notes. The directors of the Bank are responsible for the preparation and presentation of
this interim financial information in accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34")
issued by the Hong Kong Institute of Certified Public Accountants. Our responsibility is to express a conclusion on this interim
financial information based on our review. Our report is made solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report.

Scope of review

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public Accountants. A
review of interim financial information consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim financial information is not prepared,
in all material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants
Hong Kong, 20 August 2015
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Hih & Additional Information

1. EEe 1. Board of Directors
201548 H 20 H » & As at 20 August 2015, the Board of Directors of the Bank comprises Mr. YUE Yi*
RITZ EFEGRE BT (Chairman), Mr. FANG Hongguang (Vice Chairman and Chief Executive), Mr. LI Jiuzhong®,
St (BEHE ) TFAES: Mdm. SUI Yang®, Mr. CHAN Sai Ming, Mr. CHANG Hsin Kang*, Mr. LAN Hong Tsung,
£ (BlESEEFITEE David* and Mr. LAU Hon Chuen*.

O BRI BEEL
£ - BRI - RIS
Jel BURRE S R BE

el
* IERITES * Non-executive Director
* BTIERTES * Independent Non-executive Director
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Additional Information (continued)

2. Subsidiaries of the Bank

The particulars of our subsidiaries are as follows:

DUATT -
iV =¢ S
HuBEF: FIER RS, ST maEs TEEW
& Place and date of incorporation/ Registered capital/ Interest Principal
Name operation issued share capital held activities
FAEEEIRGT (B ARAHE g FEfEA 100% HRITHER
2007 4£12 H 14 H A E# 6,500,000,000 jT
Nanyang Commercial Bank The People’s Republic of China Registered capital Banking
(China), Limited 14 December 2007 RMB6,500,000,000 business
R E0ARAE A bl 100% (SRR
1976 /10 H 22 H &l 3,000,000 7T
Nanyang Commercial Bank Hong Kong Ordinary shares Trustee
Trustee Limited 22 October 1976 HK$3,000,000 services
BEFm S E AR A E o Fo il 100% E AR
198445 H 25 H & 3,050,000 JT
Kwong Li Nam Investment Hong Kong Ordinary shares Investment
Agency Limited 25 May 1984 HK$3,050,000 agency
FFEREERT (R ARAE | & Foiilid 100% AEEA RS
198048 H 22 H sl 50,000 T
Nanyang Commercial Bank Hong Kong Ordinary shares Nominee
(Nominees) Limited 22 August 1980 HK$50,000 services

3. & ($RfT¥ (&E;) 3. Compliance with the Banking (Disclosure) Rules
KA

ARG 2 T BRI E T
& (BRITSEIRBI) HT GRIT
% (9282) AN Z ARAEDK -

The unaudited Interim Report complies with the applicable requirements set out in the Banking
(Disclosure) Rules under the Banking Ordinance.

115



2 NCB #:f 7% 44t

SEH5[HIRE

bR R ERARRE -
SBIMEAT L - o T
BRESESTRERT - (1 D)
T | BRI E
Kol AR - 98
TR BRI LR - Bt
TG - B - 3
ARG  BEAR S TR
PR -

FABEE

2 2015 4F 6 AJE - AREELKL
BN 15.49 (BT IEF
EHITFE 13.72% - JFFIEUA
AW 23.80 27T » EEEFEEAT
b 7.19% ; JERI DL AN 7.14
&7t > EEEFEEEA TR 1.01% »
EmgF@madl A LI
15.93% - % 2015 E 6 AJE >
KEFMB TR 14.08 &
T > SREFEEHA T 6.85% ; &
Kol #REE 7.92% - FRE O FE
0.91% > 47 Atk L4 F A T F
1.28 {EE 578K 0.14 {HE 57
2o % R B UL 2R (NIM)
1.67% > A4 EHA T P4 0.19 i
5y o FRE S EECRE S L
F 0.71% > BEFEE NE 0.13
(& 478 -

Business Review

In the first half of the year, the world saw overall financial stability, albeit an increase in
volatility. The Chinese economy continued to move within a reasonable range and yet
downside pressure lingered behind. In Hong Kong, unemployment rate maintained at a
relatively low level but economic growth decelerated and the banking business environment
remained challenging. In this respect, we focused on a business strategy of controlling risks,
expanding scale and enhancing efficiency to ensure that growth is being achieved amidst
stability across operations.

Financial Highlights

As at the end of June 2015, the Group’s operating profit was HK$1,549 million, representing
a decrease of 13.72% from the same period last year. Net interest income was HK$2,380
million, down by 7.19% from the same period last year; non-interest income declined by
1.01% year on year to HK$714 million, of which net fee income increased by 15.93%. As at
the end of June 2015, the Group’s after-tax profit was HK$1,408 million, representing a
year-on-year decline of 6.85%; ROE and ROA dropped by 1.28 percentage points and 0.14
percentage points from the same period in last year to 7.92% and 0.91% respectively; net
interest margin (NIM) was 1.67%, down by 0.19 percentage points from the same period in
last year. Classified or impaired loan ratio was 0.71%, representing a decrease of 0.13
percentage points from the end of last year.
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Business Review (continued)

Business Review

Strengthening marketing for the expansion of customer base

In 2015, with the aim of improving the stability of deposits and the proportion of low-interest
deposits, since the beginning of the year, we continued to make ready for deposits of varying
currency and term as well as new account promotion programs through advertising and direct
sales to encourage clients to use the Bank as the principal banker. On the personal finance
front, we utilised our own brand “NCB Wealth Management” to tap top-tier quality accounts,
“i-Free Banking” to meet the needs of general clientele and “Enrich Banking” to serve
middle-level wealth management accounts, commencing a variety of marketing programs
aiming at different customer levels. We also actively looked for potential customers by
launching the “Family Members New Account Rewards” program to develop family fun
accounts and young customer groups. In addition, we launched a systemised promotion
“Campus Banking New Account Rewards” targeting primary and secondary students, parents
and teachers for the first time and developed the low/zero-interest settlement services with
focus on autopay and payroll service. In the first half of the year, we played an active role in
promoting Renminbi products and innovative services. With the opening of the
Shanghai-Hong Kong Stock Connect, we launched a variety of supporting services including
“A shares Information Web Page " and a number of Renminbi financial products to help
clients seize Renminbi investment opportunities. In the “2015 RMB Business Outstanding
Awards” co-organised by Metro Finance, Metro Finance Digital and Wen Wei Po in the first
half of the year, NCB won the Outstanding Retail Bank — Traditional Business Award. On the
corporate finance front, we actively promoted “NCB Wealth Management Account” during the
period with a number of exclusive offers, providing industrial and commercial clients with
comprehensive financial solutions to enhance operational efficiency and cost effectiveness.
We also provided one-stop payroll service for employers through diversified channels,
solving customer problems in dealing with payroll, preparing tax returns and making MPF
contributions for better administrative efficiency.

To cope with the development of internet finance, we successfully introduced our WeChat
official account in the Mainland of China in the first half of the year and joined hands with
NCB (China) to develop clientele in the two regions through social media to increase our
brand awareness in the two regions. As at the end of June, the growth in the number of
followers of the Bank’s official account was higher than expected. In the first half of the year,
mobile applications such as “NCB Mortgage Expert” were also launched to enhance
customer experience.
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Business Review (continued)

Business Review (continued)

Optimising structure for the promotion of transformation and development
In recent years, we have been focusing on optimising structure in the course of business
development, actively developing “capital-light” operations to promote transformation and
development. In the first half of the year, we seized favourable opportunities in the market to
improve contribution of wealth management fee income in terms of aspects including
product, promotion and service. On the stock business front, we timely introduced the offer of
commission-free for buying to expand customer base and provided key customers with
diversified financing solutions to improve customer loyalty. In addition, trends of the global,
foreign exchange and Hong Kong stock markets were presented through hosting investment
seminars with broadcasting stations and inviting veteran stock commentators to hold a
variety of talks, hence strengthening customer confidence toward the market and the Bank’s
wealth management service and arousing the demand for investment and wealth
management. On the life insurance business front, in the face of the adverse situation arising
from the anticipated increase in deposit rates which will indirectly affect the sales of
single/regular premium endowment insurance policies, we explored ways to promote and
develop customer demand for security. During the period, we continued cooperation with
insurers in launching the “Financial Needs Analysis” promotion, customer reinsurance offer
rewards and premium discounts and providing premium financing/policy pledging and other
supporting products and paid close attention to the follow-up work on customers with expired
policies, customising large-sum insurance plans in line with the needs of individual customers
which has effectively attracted key accounts at branches to insure with us. On the fund
business front, local investors tended to have greater appetite for risk than before on the back
of the bullish stock investment atmosphere in Hong Kong in the first half of the year, we
seized favourable fund marketing opportunities to attract all-new fund clients in concert with
the “NCB Wealth Management” brand and actively arranged existing fund clientele for timely
investment portfolio re-examination, which has led to a considerable increase in the number
of fund subscriptions and conversion transactions. Furthermore, we strengthened
cooperation with mortgage brokers and adopted the flexible price strategy to secure
mortgage loans. We also introduced the “Easi-Personal Loan” lending offer exclusively for
mortgage borrowers to provide them with removal and renovation funds. As at the end of
June, we achieved an encouraging ranking of No.10 in terms of the number of completed and
uncompleted mortgage loans extended. On the cross-border business front, we played an
active role in developing business with our subsidiary NCB (China) to provide mainland
“going-global” enterprises with varying financing and fund receiving and payment solutions,
continuing to provide customers with cross-border business needs with quality service with
the “One Brand Joint Service” strategy.
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Business Review (continued)

Business Review (continued)

Optimising structure for the promotion of transformation and development
(continued)

On the SME business front, we remained committed to the business direction of serving local
merchants, continuously developing the “Small Business Loan” and “SME Financing
Guarantee Scheme” loan programs to provide SMEs with financing channels to support their
business developments.

Expanding business for sustainable growth

This year, while consolidating the scale of deposits, we actively developed quality clientele to
expand and strengthen the deposit and loan business. As at the end of June, deposits and
loans grew by 6.42% and 7.39% respectively from the end of last year. On one hand, we
reinforced publicity at full swing through publications, posters, transportation, network and
other media with focus on cross-selling to increase the scale of deposits. On the other hand,
we actively seized national strategic opportunities including the gradual opening of the
domestic Renminbi market, the “One Belt One Road” initiative and the construction of
free-trade zones on the Mainland, keeping in pace with the market in search of business
growth points at reasonable risk levels, simultaneously develop cross-border and local
businesses, and successfully implementing a number of large-sum loan operations to
maintain momentum for sustainable growth. After the Bank became one of the first batch of
banks to participate in cross-border Renminbi loans in Qianhai in 2013, through close
cooperation with group members in Shenzhen, Hong Kong and Macau in the beginning of the
year, we successfully led the processing of a large-sum cross-border Renminbi loan used in
the construction of Qianhai, which has effectively introduced foreign financing pipelines to
mainland enterprises for developing new cross-border financing models, promoting Hong
Kong as an international financial center and further consolidating the Bank’s position as a
leader in the cross-border business sector. In the first half of the year, NCB won the
“Excellent Cross-border Banking Service Brand” award in the “Hong Kong Leaders Choice
2015" co-organised by Metro Finance and Metro Finance Digital.
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Business Review (continued)

Business Review (continued)

Reinforcing management and control for stable asset quality

We vigorously strengthened risk management and control given the continuously unstable
market environment and the increasingly demanding regulatory requirements. Based on the
Bank’s risk appetite and business strategy, we continued to optimise risk policies and
systems, implementing prudent credit risk analysis and assessment, strengthening asset
quality monitoring mechanisms and, through sound and optimised systems, enhancing risk
management technigues and optimising stress testing methods. At the same time, we
commenced various risk investigations in connection with changes in risk factors to
safeguard the quality of bank assets. With focus on the asset quality status of NCB (China),
we strengthen the bank’s credit risk management, setting risk indicators for the bank,
formulating a series of corrective measures, monitoring their implementation and
effectiveness as well as proposing recommendations for improvement.

To comply with the standards and requirements of the Monetary Authority on anti-money
laundering and counter-financing of terrorism, we continued to optimise a number of
anti-money laundering reporting systems which has effectively streamline processes and
improved monitoring quality, thereby strengthening the governance of anti-money laundering
work. Meanwhile, we reinforced our effort on operational risk and compliance check aiming at
meeting regulatory requirements to ensure compliant banking operation.

A rebound in the stabilised Mainland business

In the first half of 2015, given the impact of deteriorating macroeconomic situation, frequent
risk incidents, internal transitionary adjustments and other factors, NCB (China)’s operations
were subject to relatively great pressure and challenges. However, with the full guidance and
support of the Group, NCB (China) steadily advanced its specialised operation and actively
enhanced its risk management capability, which has effectively improved channel
performance. It also enhanced to strengthen system internal management and its business
conditions started to stabilise and rebound since May.
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Business Review (continued)

Corporate social responsibility

In the course of promoting business developments, we also play an active role in undertaking
corporate social responsibility. In the first half of the year, we participated in the “Reverse
Mortgage Programme” and the “Microfinance Scheme” led by The Hong Kong Mortgage
Corporation Limited, promoting services conducive to the development of Hong Kong. We
also made donation to The Community Chest BOCHK Charity Golf Day 2015 and Po Leung
Kuk’s elderly service campaign in 2015. We were continuously invited to take part in an event
jointly hosted by The Hong Kong Association of Banks and The Hong Kong Council of Social
Service for low-income families in Hong Kong. In addition, the Bank received donations for
the Nepal earthquake relief of the Salvation Army and the World Vision Hong Kong as well as
on behalf of the Caritas Charity Show.
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Definitions

In this Interim Report, unless the context otherwise requires, the following terms shall have the meanings set out below:

Terms Meanings

“BOC” Bank of China Limited, a joint stock commercial bank with limited liability established
under the laws of the PRC, the H shares and A shares of which are listed on the Hong
Kong Stock Exchange and the Shanghai Stock Exchange respectively

“BOCHK” Bank of China (Hong Kong) Limited, a company incorporated under the laws of Hong

Kong and a wholly-owned subsidiary of BOC Hong Kong (Holdings) Limited

“Board” or “Board of Directors”

the Board of Directors of the Bank

“CETY1” Common Equity Tier 1
“‘cIc” China Investment Corporation
“CVA” Credit Valuation Adjustment

“Central Huijin”

Central Huijin Investment Ltd.

“DVA” Debit Valuation Adjustment

“FIRB” Foundation Internal Ratings-based

“HKAS(s)” Hong Kong Accounting Standard(s)

“HKFRS(s)" Hong Kong Financial Reporting Standard(s)
“HKICPA” Hong Kong Institute of Certified Public Accountants
“HKMA” Hong Kong Monetary Authority

“Hong Kong” Hong Kong Special Administrative Region

“Hong Kong Stock Exchange”

The Stock Exchange of Hong Kong Limited

“IMM”

Internal Models

“Mainland” or “Mainland of China”

the mainland of the PRC

“NCB (China)” Nanyang Commercial Bank (China), Limited, a company incorporated under the laws
of the PRC and a wholly-owned subsidiary of the Bank

“‘OTC” Over-the-counter

“PRC” the People’s Republic of China

“RMB” or “Renminbi”

Renminbi, the lawful currency of the PRC

“STC”

Standardised (Credit Risk)
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Definitions (continued)

Terms Meanings

“STM” Standardised (Market Risk)

“STO” Standardised (Operational Risk)

“the Bank” Nanyang Commercial Bank, Limited, a company incorporated under the laws of Hong

Kong and a wholly-owned subsidiary of BOCHK

“the Group” the Bank and its subsidiaries collectively referred as the Group
“us” the United States of America
“VAR” Value at Risk
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