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Condensed Consolidated Income Statement

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading gain

Net gain on financial instruments at fair value

through profit or loss
Net gain on other financial assets
Other operating income

Net operating income before impairment

allowances

Net charge of impairment allowances

Net operating income
Operating expenses

Operating profit

Net gain from fair value adjustments on

investment properties

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

Profit before taxation
Taxation

Profit for the period

Dividends

(CREE) CR&HFET)
(Unaudited) (Unaudited)
FEERE FELERER
2019 £ 2018 &

6 H30H 6 H30H
Half-year ended Half-year ended
B &% 30 June 30 June
Notes 2019 2018
AT BT
HK$'000 HK$'000
7,576,518 6,416,892
(4,252,320) (3,204,060)
6 3,324,198 3,212,832
889,245 908,573
(35,659) (39,813)
7 853,586 868,760
8 72,267 106,882
134,840 277,486
9 179,020 75,628
10 9,378 11,301
4,573,289 4,552,889
11 (641,850) (154,487)
3,931,439 4,398,402
12 (1,545,131) (1,552,746)
2,386,308 2,845,656
13 16,478 11,480
14 1,034 4,072
2,403,820 2,861,208
15 (301,456) (441,667)
2,102,364 2,419,541
16 - -

The notes on pages 8 to 126 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:

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

Premises:
Revaluation of premises
Deferred tax

Items that may be reclassified subsequently to
income statement:

Debt instruments at fair value through other
comprehensive income:

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

Changes in allowance for expected credit
losses

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

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

Deferred tax

(RBFE=T) (CREEHRET)
(Unaudited) (Unaudited)
SEGEHRD FEEHE
2019 £ 2018 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AT T
HK$'000 HK$°000
2,102,364 2,419,541
(633) 306
119,218 240,356
(13,383) (34,044)
105,835 206,312
105,202 206,618
274,579 55,020
9,360 25,493
(99,613) (2,644)
5,203 5,237
(26,529) (44,342)
163,000 38,764
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EHEGFEEEW ST Condensed Consolidated Statement of Comprehensive

(&) Income (continued)
(REHEET) (REEEET)
(Unaudited) (Unaudited)
NEGEES PEGHER
2019 £ 2018 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT AT
HK$'000 HK$'000
FREER NP TR A Change in fair value of hedging instruments
B2k under net investment hedges 4,339 58,124
B E A Currency translation difference (38,853) (198,516)
128,486 (101,628)
BRI R At 2 TS Other comprehensive income for the
period, net of tax 233,688 104,990
HAN & EWESSEEE Total comprehensive income for the period 2,336,052 2,524,531

8 £ 126 H 7 [ffsFEAFHARF  The notes on pages 8 to 126 are an integral part of this interim financial information.
B 4Ry
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Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other
financial institutions
Placements with banks and other financial

institutions maturing between one and twelve

months
Financial assets at fair value through
profit or loss
Derivative financial instruments
Advances and other accounts
Financial investments
Investment properties
Properties, plant and equipment
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

Debt securities and certificates of deposit in
issue

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Total liabilities

EQUITY

Share capital
Reserves

Total equity attributable to owners of the parent
Additional equity instruments

Total equity

Total liabilities and equity

(REEHE=) (&5&51)

(Unaudited) (Audited)

72019 &£ A 2018 4F

6 H30H 12H31H

oS At 30 June At 31 December
Notes 2019 2018
AT AT

HK$'000 HK$'000

17 32,259,208 56,653,163
17 14,592,460 18,207,637
18 12,183,104 8,679,486
19 802,762 654,721
20 261,871,638 252,930,869
21 139,631,503 118,150,153
22 348,420 331,942
23 8,565,358 7,808,591
10,326 149,773

29 230,811 46,836
24 1,678,339 2,408,534
472,173,929 466,021,705

25,854,342 29,099,298

25 4,302,122 4,803,277
19 507,364 353,927
26 353,749,550 344,204,939
27 14,109,445 12,192,974
28 15,017,450 19,096,338
493,281 300,825

29 844,984 775,324
414,878,538 410,826,902

30 3,144,517 3,144,517
44,835,984 42,735,396

47,980,501 45,879,913

31 9,314,890 9,314,890
57,295,391 55,194,803

472,173,929 466,021,705

The notes on pages 8 to 126 are an integral part of this interim financial information.
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At 1 January 2018

As previously reported

Opening adjustments

Balance after opening
adjustments

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

Total comprehensive income

Distribution payment for
additional equity
instruments

Transfer from retained
earnings

At 30 June 2018

At 1 July 2018

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

Total comprehensive income

Distribution payment for
additional equity
instruments

Transfer from/(to) retained
earnings

At 31 December 2018

Condensed Consolidated Statement of Changes in Equity

(CR&EFHFE)
(Unaudited)
4
Reserves

ARE

AL AH A 4

TSR ot

FREE Reserve for

HEHNAAT R B fair value

faA Additional  EAEEH Premises through other BEAZ e (e fiacr=ai SRR

Share equity Capital revaluation  comprehensive Regulatory Translation Retained 4t
capital instruments reserve reserve income reserve* reserve earnings Total
BT BT T AT BT T BT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
3,144,517 9,314,890 605 6,041,508 (413,176) 2,529,788 364,328 31,106,620 52,089,080
- - - - 19,226 (186,443) - (608,119) (775,336)
3,144,517 9,314,890 605 6,041,508 (393,950) 2,343,345 364,328 30,498,501 51,313,744
- - - - - - - 2,419,541 2,419,541
- - - 206,312 - - - - 206,312
- - - - 39,070 - - - 39,070
- - - - B - 58,124 - 58,124
- - - (3,153) 2,798 - (198,161) - (198,516)
- - - 203,159 41,868 - (140,037) 2,419,541 2,524,531
- (235,451) - - - - - - (235,451)
- 235,451 - - - 368,254 - (603,705) -
3,144,517 9,314,890 605 6,244,667 (352,082) 2,711,599 224,291 32,314,337 53,602,824
3,144,517 9,314,890 605 6,244,667 (352,082) 2,711,599 224,291 32,314,337 53,602,824
- - - - - - - 1,557,959 1,557,959
- - - 140,196 - - - - 140,196
- - - - - - - (6,012) (6,012)
- - - - 519,075 - - - 519,075
- - - - - - 216,400 - 216,400
- - - (10,450) 9,768 - (600,287) - (600,969)
- - - 129,746 528,843 - (383,887) 1,551,947 1,826,649
- (234,670) - - - - - - (234,670)
- 234,670 - - - (233,420) - (1,250) -
3,144,517 9,314,890 605 6,374,413 176,761 2,478,179 (159,596) 33,865,034 55,194,803
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Condensed Consolidated Statement of Changes in Equity
(continued)

(REERT)
(Unaudited)
i
Reserves
AfeE
LA AR ME
fiaifielci
BE Reserve for
FINEATR B fair value
[4Z:N Additional  BEAEHE Premises  through other BB A BEE HEEM
Share equity Capital revaluation comprehensive Regulatory  Translation Retained et
capital instruments reserve reserve income reserve* reserve earnings Total
EWTT BETT EETT BT BYTT BT BT BYETT BYETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
20194181 H At 1 January 2019 3,144,517 9,314,890 605 6,374,413 176,761 2,478,179 (159,596) 33,865,034 55,194,803
HARNRSH] Profit for the period - - - - - - 2,102,364 2,102,364
HAptr 2T - Other comprehensive
income:
BE Premises - - 105,835 - - - - 105,835
NRESEESTAEM  Financial instruments
S2HWSZESRT at fair value
1N through other
comprehensive
income - - - 162,367 - - - 162,367
SEREEP TEM T Change in fair value
Bz nE8(b of hedging
instruments under
net investment
hedges - - - - - 4,339 - 4,339
pos Currency translation
difference - - (610) (531) - (37,712) - (38,853)
Sl hesy el Total comprehensive
income - - 105,225 161,836 - (33,373) 2,102,364 2,336,052
ZVHEIINEATEZERE  Distribution payment
for additional equity
instruments (235,464) - - - - - - (235,464)
IS E HEEF] Transfer from retained
earnings 235,464 - - - 223,942 - (459,406) -
#: 2019426 H 30 H At 30 June 2019 3,144,517 _ 9,314,890 605 _ 6,479,638 338,597 _ 2,702,121 _ (192,969) _ 35,507,992 _ 57,295,391

* FRETECTERHUREE RN - I ERER
T A B SR E R R Tk
g 2 P (RIS AR AR S A ] TS
ez )«

% 8 2 126 H ZINFEEA T A
Bk T

*

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

losses or other unforeseeable risks, in addition to the loan impairment allowances recognised.

The notes on pages 8 to 126 are an integral part of this interim financial information.
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Condensed Consolidated Cash Flow Statement

(CREZEFED CR&FET)
(Unaudited) (Unaudited)
PIEEEE LR
2019 ££ 2018 &
6 H30H 6 H30H
. Half-year ended Half-year ended
M5t 30 June 30 June
Notes 2019 2018
BT BT
HK$'000 HK$'000
Cash flows from operating activities
Operating cash outflow before taxation 32(a) (29,611,140) (15,777,027)
Hong Kong profits tax paid (114,086) (106,900)
Overseas profits tax paid (11,658) (43,894)
Net cash outflow from operating activities (29,736,884) (15,927,821)
Cash flows from investing activities
Purchase of properties, plant and equipment (128,712) (57,332)
Proceeds from disposal of properties, plant
and equipment 92 32
Net cash outflow from investing activities (128,620) (57,300)
Cash flows from financing activities
Issue of debt securities and certificates of
deposit 1,916,471 137,816
Distribution payment for additional equity
instruments (235,464) (235,451)
Payment of lease liabilities (137,262) -
Net cash inflow/(outflow) from financing
activities 1,543,745 (97,635)
Decrease in cash and cash equivalents (28,321,759) (16,082,756)
Cash and cash equivalents at 1 January 54,740,625 61,511,114
Effect of exchange rate changes on cash and
cash equivalents 194,035 (168,118)
Cash and cash equivalents at 30 June 32(b) 26,612,901 45,260,240

The notes on pages 8 to 126 are an integral part of this interim financial information.
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AR B E R &R Notes to the Interim Financial Information
1. —f%&6 1. General Informantion

EEEEIRTHEIRA TSN T Nanyang Commercial Bank, Limited was incorporated in Hong Kong (hereinafter as the

sERR T 8 T AR T, ) & “Bank”) and its subsidiaries were incorporated in Hong Kong or Shanghai (together with the
HI @A FNE A R Bank hereinafter as the “Group”). The Bank is a licensed bank authorised under the Hong
(DUTEEAIRTHE " A% Kong Banking Ordinance.

B ) o ARERAT AR R T

SEPRBI P ALE 1R T 2 FEhasR

17

AERIT F AL EIRIT S AHRE 2 The principal activities of the Bank are the provision of banking and related financial
SRR - AT Z M A SR services. The principal activities of the Bank’s subsidiaries are shown in “Appendix —
FEREEBHEGA I 85 — AT Subsidiaries of the Bank”. The address of the Bank’s registered office is 151 Des Voeux
M@ AT A AT Z A FRE Road Central, Hong Kong.

i 3t 41k Ry 75 % o BR R G

1515F%
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chEARA T B R R Notes to the Interim Financial Information
2. REIEER FEe SR 2. Basis of preparation and significant accounting policies

(a) mEIER (a) Basis of preparation
IR T 2 P HIM B E The unaudited interim financial information has been prepared in accordance with
Bl JyREERE A HKAS 34 “Interim Financial Reporting” issued by the HKICPA.

FTAEf > B e 5t AE R 55 34
Bk T AR | 4R -

(b) FEEHBCE (b) Significant accounting policies
IR F R P HAM B &R The significant accounting policies adopted and methods of computation used in the
iR 2 F e st e st preparation of the unaudited interim financial information are consistent with those
Bk > RNl F52019 adopted and used in the Group’s annual financial statements for the year ended 31
FLAIH AR HER] 2 52 December 2018 and should be read in conjunction with the Group’s Annual Report for
HN o PEE; 2 20184E12H 2018 except for those impacted by the new standards that became effective on 1
31H 1k A E A January 2019, as stated below.
T2 n B ELE—2 - W FR
[E AL H20184F 7 U &
—HFBEEE -
Eoa i 20191 81H Standards and interpretation that are relevant to the Group and mandatorily
AN EEERER effective for the first time for the financial year beginning on 1 January 2019
Z AR EERAY LR K
b
B R
Applicable for
EH 2R AR financial years
Standards/Int Content beginning on/after
TGS AR 16 5% THE 2019 1H1H
HKFRS 16 Leases 1 January 2019
H A RS AR 23 9 Frfa st i B R B E 1 201941 H1H
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments (new 1 January 2019
interpretation)
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SRR B BRI e
(&)

2. GEIEER FEEIESE 2. Basis of preparation and significant accounting policies (continued)
(&)
(b) EEEHBR (8

Notes to the Interim Financial Information (continued)

(b) Significant accounting policies (continued)

Esaf 201915 1H Standards and interpretation that are relevant to the Group and mandatorily
AN E T FEERER effective for the first time for the financial year beginning on 1 January 2019
Z A S BRI AER X2 (continued)

- NG )

s BAMBERSENE 16

- HKFRS 16, “Leases” supersedes the existing standard and interpretations related to

5 THHE L IRELA A
THEAIREAE R ek - R
B — 2 A A A )
FH &30 & 5 FH B A0l %
&F BRI A G
A T R > HUH
THEEHENREEE
ZFEIEIE R » AFH AL
HEREE SRR 17 5%
YR A s E L
B AHEETE
sTpaEe - HIEfHERA H

(5 HHRH & & W] R
AGERRHE - R&HEA
A0 38 U B R AR S A
RHER T B AR IR T
FIE ) BENCCA R
FafE - BERR - AR AR
A8 [ 5 fH & G AR RE A
JEER DA R T 0 £ T
HEHTET > TIERERR
KEHEEENWHES
M ER—TEEBHIREE
Jiik o ARHA AT DU
JE F it st U A B
Wik 12 {l H SRR
S > R EEEEDN
THE  FESEER T - &
BEEHEINA ALK
RIS - SR
BB HEAEREE 16 57
THYHFEA S SRR - 6
FRGEHEAE 17 524
HE AR -

leases. It applies a single control model to identify leases and distinguishes between
leases and service contracts. Significant changes to lessee accounting are introduced,
with the distinction between operating and finance leases removed. Lessees will
account for all leases in a similar way as the finance lease accounting under HKAS 17,
i.e. the lessee will recognise and measure the corresponding “right-of-use” asset and
lease liability at the commencement date (the date when the underlying asset is
available for use by a lessee) of the lease by discounting the total future lease
payment. Subsequently, the lessee will recognise interest expense through the
unwinding of the lease liability, and the expense on the depreciation of the right-of-use
asset, instead of recognising as rental expenses under operating leases. As a practical
expedient, the lessee can elect not to apply this accounting model to short-term leases
not more than 12 months and leases of low-value assets, in which case the rental
expenses would continue to be recognised on a systematic basis over the lease term.
There are no significant changes to the lessor accounting requirements as compared
with the HKAS 17.

10
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(&)

2. GEIEER FEEIESE 2. Basis of preparation and significant accounting policies (continued)
(&)
(b) EEEHBR (8

Notes to the Interim Financial Information (continued)

(b) Significant accounting policies (continued)

Esaf 201915 1H Standards and interpretation that are relevant to the Group and mandatorily
AN E T FEERER effective for the first time for the financial year beginning on 1 January 2019
Z A S BRI AER X2 (continued)

- NG )

EHEEE - RIZHE
BEeENEEEEN
YHEEFER - TR H
THE A& E bR eiE
JF A ARG TR
EfFtE - HEAREESE
MHE & F A a] HE Ry
B K2 R AR 0
EHVRERIRE - W REE
T 5 PR Bt E & 17 (E E
BEFERE ARSI ] S
N ZRH - LR ARY
B AR ORI R A Ry 3R
HRHETTHERD ©

8 FHE & A R R
AT o] R T B R AT
FEPREE R R, iR
BAL M E s SR HE
BFETTHREE - [EARE
AEMHERMGBHZME
A PR 45 SR 2 B A
RE R B R 2 HEE L
HGUEHEITE - AR
TR & 1T (5 A 2
> RIS R T S
22 FH R & 7 Y S A IR
SR -

SR H 2% FHE
B4 {55 Y R T L 8 2
S Y [ R T A
- AR AR S Y
AT o AR E
BEMES  HE AT
GRLE R -

Right-of-use assets are generally measured at the amount of the lease liabilities plus
initial direct costs, estimated dismantling or restoring cost and less prepaid rent. Lease
liabilities are the discounted present value of the future cash flows of the
non-cancellable lease payments of the lease contracts, after taking into account
payments to be made in optional period if the extension option is reasonably certain to
be exercised, using the lessee’s incremental borrowing rates as discount rate.

Right-of-use assets are subsequently measured at cost less any accumulated
depreciation and any accumulated impairment losses; and adjusted for any
remeasurement of the lease liability. Right-of-use assets are depreciated by
straight-line method from commencement date to the earlier of the end of their useful
life or lease term. In case there is a purchase option expected to be exercised, then the
right-of-use asset will be depreciated to the end of the useful life of the underlying
asset.

After the commencement date, the carrying value of lease liability will increase to
reflect the unwinding of discount through interest expense and be reduced by the lease
payments made. The lease liability will also be remeasured if there is any modification
to the lease.
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HHARA RS B Notes to the Interim Financial Information (continued)
(&)

2. GEIEER FEEIESE 2. Basis of preparation and significant accounting policies (continued)
(&)

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

Esaf 201915 1H Standards and interpretation that are relevant to the Group and mandatorily

AN T EEERER effective for the first time for the financial year beginning on 1 January 2019

Z A S BRI AER X2 (continued)

L X€ D)
B RIERT BN G @S The first time application of HKFRS 16 resulted in the initial recognition of lease
AEHIEE 16 SREEFHE & liabilities of HK$574 million and right-of-use assets of HK$600 million, net of tax,
& o HEE E ) respectively. The difference between lease liabilities and right-of-use assets is related
4EERST R By 5.74 [EHETT to the adjustment arising from prepaid or accrued rent as at initial adoption date. Initial
1 6.00 BT (FUERFR direct costs were not included in the opening adjustment of right-of-use assets, as
THt%) - THEEESER permitted by the transition requirements of the standard. The weighted average rate
REB T By 2= 4E B Y] applied to the lease liabilities on 1 January 2019 was 3.85%.
YaER A H B AT B0
AT EEANHEER

B o FRIE AR ARy 52
K WHEEFE AR
8 A HE & E B 1) 3R
o 201941 H 1 H
JE B & A A

SEEFIE Ry 3.85%
N B —\FEF+H= The operating lease commitments as at 31 December 2018 are reconciled as follows
+—H Z &= R E to the recognised lease liabilities under HKFRS 16 as at 1 January 2019:
MR ZE—FE—H—
H iR & B0 75 s 4
HIZE 16 5%~ EhEsofE
B fEEIRT
KEHEREEAESE Difference between operating lease commitment and lease
ZER liabilities
BT
__ HK$000
2018412 F 31 HZ & Operating lease commitment at 31 December 2018
BHERE 695,335
FRAEEREXRRHNE Discounted present value using the incremental borrowing rate of the
HY 3 & (& FOF 5 H Group at the date of initial adoption
AEERERE 655,035
- RHURATEREL S - Variable lease payments that do not depend on an index or rate
Y TS EH E (5K (57,568)
- ATHAFHA RIS T ER G - Recognition exemption for short-term leases (18,276)
- EEETHEMARERY - Leases with contract signed but not yet effective
e & 164
- TEHREEGTTERN - Extension or termination options reasonably certain to be exercised
REHAEAE LB 2,149
- Hi - Others (7,207)
201941 B 1 HZHE Lease liabilities at 1 January 2019
=i 574,297
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AR BRI EE Notes to the Interim Financial Information (continued)

(&)

2 @UERREREHEC 2
(b) I%@ SBER (8

BRI 20194215 1H
ERBNEHFEREERER
Z SR G A B AT 2 Rl e 2
B (&

s BB G AEARES
23 5% T TSR YR
WEEM: ) o el
BB B A A A A E A TS
TR 2 52 I T E B 5 e 2
HY R RE TR 2R S BR A ST 2 P
IS R E MR -
Z e R LR B R HY 1B ]
WEA - ZseRRRIIEM
A S B S R
EELEARTE -

Basis of preparation and significant accounting policies (continued)
(b) Significant accounting policies (continued)

Standards and interpretation that are relevant to the Group and mandatorily
effective for the first time for the financial year beginning on 1 January 2019
(continued)

- HK(IFRIC) - Int 23, “Uncertainty over Income Tax Treatments”. The interpretation
specifies how an entity should reflect and measure the effects of uncertainty in
accounting for income taxes by determining how probable that a taxation authority will
accept an uncertain tax treatment. The interpretation is applied on a modified
retrospective basis. The application of this interpretation does not have a material
impact on the Group's financial statements.

28 i b B A 52 [ FE R E i Amendments issued that are relevant to the Group but not yet effective and have
ReGHETHE LR RS E AL not been early adopted by the Group in 2019
B 20 194 AT RN BT
REIAE A
Applicable for
BET N financial years
Amendments Content beginning on/after
B SRS ERIEE 3 9% (BB HASERER 20201 H1H
Amendments to HKFRS 3 Definition of a Business 1 January 2020
AT L SERI5E 8 9% (KE3T)  HEARMNER 202041 A 1H
Amendments to HKAS 1 and HKAS 8 Definition of Material 1 January 2020

o AR LHEITRIR
HS R EEN1FZ
R P T R T
FE2.1(b)H -

* Please refer to Note 2.1(b) of the Group’s Annual Report for 2018 for brief
explanations of the above-mentioned amendments.
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AR RS R R Notes to the Interim Financial Information (continued)
(&)
3. JEREBERIEZE kg 3. Critical accounting estimates and judgements in applying
sHEET R HET accounting policies

AEE GG KR
2% 0 A E R 20184F12
H 3L I 5 # AT iR A HY
éigz o

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 2018.
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41 {EEER
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(a) FREETH
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Notes to the Interim Financial Information (continued)

4. 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.

4.1 Credit Risk
(A) Gross advances and other accounts

(a) Impaired advances

Advances are credit-impaired when one or more events that have a detrimental
impact on the estimated future cash flows of the advances have occurred.
Credit-impaired advances are classified as Stage 3. The Group identifies the
advances as impaired if the exposure is past due for more than 90 days or the
borrower is unlikely to pay in full for the credit obligations to the Group
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AR RS R R Notes to the Interim Financial Information (continued)

(&)

4. oREEEE (&) 4. Financial risk management (continued)

41 EERE (&) 4.1 Credit Risk (continued)
(A) BEFEAEREE (A) Gross advances and other accounts (continued)
€:-))
(@) BEESX (8 (a) Impaired advances (continued)
7 2019 4 7 2018 &£
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT AT
HK$'000 HK$'000
DER = =N~ Gross impaired advances to customers
# 2,134,028 1,609,985
R SRR EH Impairment allowances made in respect of
TRUEAEF such advances 1,578,247 1,256,272
o Ealia A Current market value of collateral held
ENEEERZ against the covered portion of such
S TE advances to customers 761,865 655,016
LaltERAEEE Covered portion of such advances to
ZEEEK customers 392,262 191,019
A E L Uncovered portion of such advances to
HEEPEER customers 1,741,766 1,418,966
JEEFETERE - The impairment allowances were made after taking into account the value of
i B IR R E collateral in respect of such advances.
g -
2019 46 H 30 As at 30 June 2019, there were no impaired trade bills (31 December 2018: Nil).

H AR EZE
25 (2018 4
12731 H: %) -
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

4. oREEEE (&) 4. Financial risk management (continued)

41 EERE (&) 4.1 Credit Risk (continued)
(A) BEFEAEREE (A) Gross advances and other accounts (continued)
(&)
(a) BESZH (8) (a) Impaired advances (continued)
KRB FEE R E Classified or impaired advances to customers are analysed as follows:
2R P ERR T
W
#2019 & 2018 £E
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT AT
HK$'000 HK$'000
¥ 8 o7 B EORUE Gross classified or impaired advances to
ZEPERE customers
# 2,134,028 1,609,985
Fi7E 73 BB E Gross classified or impaired advances to
ZEPERRE customers as a percentage of gross
A E P ERK advances to customers
HEFALEHR 0.81% 0.63%
R R Impairment allowances - Stage 3
Aeff 1,578,247 1,256,272
Y E Sy e E Classified or impaired advances to customers represent advances which are either
ZE PR EE classified as “substandard”, “doubtful” or “loss” under the Group'’s classification of
AR EERE loan quality, or classified as Stage 3.

BN TR
By o~ TEME
= TEsE B3
B = RS

Vg
K °
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SRR B BRI e
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4. EREREE (8)

41 S8R (8)
(A) HEEF R HAMARE
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 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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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

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

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

201946 H30H #2018 F£ 12 H31 H
At 30 June 2019 At 31 December 2018
155 = SR AR 158 P AR
Bath Hoth
% of gross % of gross
ot | advances to S advances to
Amount customers Amount customers
AT T BT
HK$'000 HK$'000
Gross advances to
customers which
have been
overdue for:
- six months or
less but over
three months 457,834 0.17% 349,868 0.14%
- one year or
less but over
six months 363,731 0.14% 43,151 0.01%
- over one year 413,071 0.16% 609,170 0.24%
Advances overdue
for over three
months 1,234,636 0.47% 1,002,189 0.39%
Impairment
allowances —
Stage 3 935,483 889,451
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SRR B BRI e
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41 S8R (8)
(A) HEEF R HAMARE

(&8
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

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

7 2019 4 It 2018 4F
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT AT
HK$'000 HK$'000
Current market value of collateral held
against the covered portion of such
advances to customers 308,579 563,644
Covered portion of such advances to
customers 150,738 168,371
Uncovered portion of such advances to
customers 1,083,898 833,818

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 2019, there were no trade bills overdue for more than three months
(31 December 2018: Nil).
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SRR B BRI e

(&)

4. EREREE (8)

41 S8R (8)
(A) HEEF R HAMARE

(&8

(c) EEMEEK
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(c) Rescheduled advances

H20194£6 A30H
At 30 June 2019

#2018 712 H 31 H
At 31 December 2018

fie-9=y= et 7 = Bk
B4tk H4rtk
% of gross % of gross
ot | advances to S advances to
Amount customers Amount customers
BT HTIE
HK$'000 HK$'000
Rescheduled
advances to
customers net of
amounts included
in “Advances
overdue for more
than three
months” 300,965 0.11% 69,732 0.03%

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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41 =RERE ()
(A) SRR HAMIRE
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(d) FFEHETE
(i) HZTENEZ

4.1 Credit Risk (continued)

ES

LI BN & =
MR 2 AT
SEDBIT
BT B
2 RA BN
R#RZ 28
J5 e O
FERIM4REL -

AEBIFA £

TrREGREE

- R

- et

- S

-

- REE

- g

- R

- phIES)

- EERRH

- it

fEA

- BEEEAE
AN
BIRAE B
R P

- P
€55

-

AL T 5k

T

AEB LN £

P

Loans for use in Hong Kong

Industrial, commercial and
financial
- Property development
- Property investment
- Financial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport

equipment

- Recreational activities
- Information technology
- Others

Individuals

- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme

- Loans for purchase of
other residential
properties

- Others

Total loans for use in Hong
Kong
Trade finance

Loans for use outside Hong
Kong

Gross advances to customers

4. Financial risk management (continued)

(d) Concentration of advances to customers

(A) Gross advances and other accounts (continued)

(i) Sectoral analysis of gross advances to customers

Notes to the Interim Financial Information (continued)

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

R201946 H30H
At 30 June 2019

FRE—
EEEE 3 REEr>

ZHBEsth HESE B BERER

g =§= &gk % Covered BURE BB Impairment
Gross by collateral Classified Impairment allowances-
advances to or other or #HEA  allowances-  Stage 1and
customers security impaired Overdue Stage 3 2
BETT AETT  AEBTT BETT BETT
HK$'000 HK$’'000 HK$'000 HK$'000 HK$'000
18,530,937 7.29% - 401,757 - 79,877
22,189,193 81.68% 10,009 42,832 10,009 192,517
13,426,042 5.40% - - - 45,124
50,036 100.00% - - - -
8,043,434 66.50% 2,879 36,363 786 38,626
12,615,348 16.28% 126,455 270,342 113,853 104,285
5,175,561 11.33% - - - 19,525
3,128 28.77% - - - 11
4,137,807 1.21% - 551 - 6,195
21,319,433 53.53% 54,452 17,391 - 129,908
216,406 99.57% 244 3,103 - 76
11,652,164 99.84% 2,612 73174 90 5,243
18,888,507 90.34% 4,546 95,409 88 25,184
136,247,996 50.36% 201,197 940,922 124,826 646,571
9,343,433 20.49% 23,660 47,969 23,660 25,447
117,564,685 40.20% 1,909,171 1,953,165 1,429,761 772,439
263,156,114 44.76% 2,134,028 2,942,056 1,578,247 1,444,457

22



5 NCB 1§ 3% 441

SRR B BRI e

(&)

4. EREREE (8)

41 FERE (8)
(A) HEEHAMARE

€:-))

d) EFEXETE

€:-))

() AT

4.1 Credit Risk (continued)
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4. Financial risk management (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

2018 12 H 31 H
At 31 December 2018

Notes to the Interim Financial Information (continued)

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

e -
Elis Rl Mz~
Z Btk FrEDE PR TRAERER
&P E AR % Covered BURE A A Impairment
Gross by collateral Classified Impairment allowances-
advances to or other or ATHA allowances- Stage 1 and
customers security impaired Overdue Stage 3 2
BT BT T BT BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 16,425,685 14.14% - - - 62,386
- Property investment 19,251,492 64.04% 12,012 25,354 9,957 162,857
- Financial concerns 13,245,309 3.25% - - - 31,188
- Wholesale and retail trade 7,846,831 62.25% 16,686 28,983 8,106 45292
- Manufacturing 13,399,696 16.35% 138,898 143,956 128,460 74,815
- Transport and transport
equipment 5,823,094 10.39% 509 961 - 22,138
- Recreational activities 1,217 76.04% - - - -
- Information technology 4,117,192 1.16% - - - 13,101
- Others 20,676,711 49.34% 71,978 86,580 71,978 82,286
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme 236,577 99.60% 289 4,471 - 67
- Loans for purchase of
other residential
properties 12,351,575 99.88% 2,845 113,019 - 4,587
- Others 12,153,925 83.15% 5,299 61,525 907 31,142
Total loans for use in Hong
Kong 125,529,304 44.37% 248,516 464,849 219,408 529,859
Trade finance 10,761,518 21.11% 55,227 58,944 55,227 47,344
Loans for use outside Hong
Kong 118,702,101 38.10% 1,306,242 863,456 981,637 1,063,999
Gross advances to customers 254,992,923 40.47% 1,609,985 1,387,249 1,256,272 1,641,202
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 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

#2019 & i~ 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT AT
HK$'000 HK$'000
Hong Kong 162,592,269 138,940,403
Mainland of China 82,690,133 99,705,722
Others 17,873,712 16,346,798
263,156,114 254,992,923

Impairment allowances — stage 1
and 2 in respect of the gross A 2019 4 A 2018 4
advances to customers 6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT AT
HK$'000 HK$'000
Hong Kong 638,782 750,404
Mainland of China 627,574 813,726
Others 178,101 77,072
1,444,457 1,641,202
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

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

Overdue advances

A 2019 4 Ji* 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT BT
HK$'000 HK$'000
Hong Kong 1,172,160 477,156
Mainland of China 1,518,518 865,126
Others 251,378 44,967
2,942,056 1,387,249
Impairment allowances — Stage 3 in 7 2019 ££ 2018 4
respect of the overdue advances 6 H30H 12A31H
At 30 June At 31 December
2019 2018
BT BT
HK$'000 HK$'000
Hong Kong 345,395 228,493
Mainland of China 974,493 632,856
Others - 32,086
1,319,888 893,435
Impairment allowances — Stage 1
and 2 in respect of the overdue
advances
Hong Kong 13,708 1,945
Mainland of China 7,942 2,275
Others 17 -
21,667 4,220

25



) NCB #:f 7% 441

SRR B BRI e

(&)

4. EREREE (8)

41 S8R (8)
(A) HEEF R HAMARE

(&)
d) EFFERXETE

(&

(i) st 53
2% P B
Gt (40

RE S IHER
HE

&
et
HoAttr

BRFES
HEES
B =
PR IR
B

&
P At
FoAt

Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

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

Classified or impaired advances

#2019 £ A 2018 4

6 530 H 12 H31H

At 30 June At 31 December

2019 2018

BT BT

HK$'000 HK$'000

Hong Kong 582,041 275,971
Mainland of China 1,547,830 1,285,408
Others 4,157 48,606
2,134,028 1,609,985

Impairment allowances — Stage 3

in respect of the classified or 7 2019 £ #2018 4E
impaired advances 6 H30H 12 H31H
At 30 June At 31 December

2019 2018

BT BT

HK$'000 HK$'000

Hong Kong 345,509 228,536
Mainland of China 1,232,738 995,368
Others 32,368
1,578,247 1,256,272
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AR RS ORI e Notes to the Interim Financial Information (continued)
(&)

4. SREREE (8) 4. Financial risk management (continued)

41 EERE (&) 4.1 Credit Risk (continued)
B) WHEE (B) Repossessed assets

REEHS 2019 F 6 The estimated market value of repossessed assets held by the Group as at 30 June
H 30 HEA/ULE 2019 amounted to HK$99,415,000 (31 December 2018: HK$87,684,000). They
EE G E R comprise properties in respect of which the Group has acquired access or control (e.g.
99,415,000 Jr:(2018 through court proceedings or voluntary actions by the proprietors concerned) for
F12 H 31 H ¢ release in full or in part of the obligations of the borrowers.

87,684,000 yr )- i

FE 7S ER ] 8 S R

B 15 B B I REFY

E/E WG bz brE v

FreiE £ HIREAC R

MEETAEE) M
HE AR S ETT
SRR o
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4. Financial risk management (continued)

(C) Debt securities and certificates of deposit

Notes to the Interim Financial Information (continued)

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

7 ST NHIRE R
o
DA RS (EsF AR At fair value through
e allies other
comprehensive
income
DIBeA R AEST B At amortised cost
DIARESE(LEF AR At fair value through
% profit or loss
gHEt Total
DA fES LEF AE  Atfair value through
il e other _
comprehensive
income
DU SRR AEET 2 At amortised cost
DI o ES (s AJE At fair value through
% profit or loss
4t Total

R 2019%6 H30H
At 30 June 2019

A3 DT
Aal F Aa3 Al & A3 Lower SEERLR 4=t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT BT BT AT AT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
6,657,112 38,888,523 66,843,931 16,860,615 5,858,259 135,108,440
- - 2,704,850 - - 2,704,850
- 4,623,099 425,840 - - 5,048,939
6,657,112 43,511,622 69,974,621 16,860,615 5,858,259 142,862,229

#2018 12 H 31 H
At 31 December 2018

A3 DIF
Aal F Aa3 Al = A3 Lower HESTAR 4Est
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
6,212,196 33,621,067 54,787,883 13,379,605 4,933,948 112,934,699
- - 3,066,427 - - 3,066,427
- 4,746,318 61,051 - - 4,807,369
6,212,196 38,367,385 57,915,361 13,379,605 4,933,948 120,808,495
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

41 =8k (8

(C) EREHREE
(8

4.1 Credit Risk (continued)

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

EY Bl N
Z AR 5 5 B A AR
2 6 A 30 HiZsTa¥

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

Bz orhir - TEIwES TR
BT - HilEr
(PN REYE =
HR2019%E6 H30H
At 30 June 2019
A3 DT
Aal # Aa3 Al & A3 Lower SEEEAR 4=t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT T T T BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
DIARESE(EEF AR At fair value through
el e other
comprehensive
income 6,657,112 38,888,523 66,843,931 16,860,615 5,858,259 135,108,440
DA BT & At amortised cost - - 2,704,850 - - 2,704,850
DUAREE(EET AR At fair value through
= profit or loss - 4,623,099 425,840 - - 5,048,939
6,657,112 43,511,622 69,974,621 16,860,615 5,858,259 142,862,229
#2018 412 H 31 H
At 31 December 2018
A3 LI
Aal ¥ Aa3 Al £ A3 Lower FEEEAR 4=t
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
M BMTT OBETT BT BETT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PN ESE(LEFAE At fair value through
el other
comprehensive
income 6,212,196 33,621,067 54,787,883 13,379,605 4,933,948 112,934,699
DU R AR & At amortised cost - - 3,066,427 - - 3,066,427
DA AEE (e AR At fair value through
(iEElves other
comprehensive
income - 4,746,318 61,051 - - 4,807,369
6,212,196 38,367,385 57,915,361 13,379,605 4,933,948 120,808,495
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HHARA RS B Notes to the Interim Financial Information (continued)
(&)

4. SREREE (8) 4. Financial risk management (continued)

4.1 EERE (&) 4.1 Credit Risk (continued)
(C) BB/ HEREDE (C) Debt securities and certificates of deposit (continued)
€ )
TR RE GG The following tables present an analysis of impaired debt securities by issue rating. In
B TERAR AT o A the absence of such issue ratings, the ratings designated for the issuers are reported.

BATRRREVIESL T
AT AR

A
B °

201946 H30H
At 30 June 2019

FRTEE Hep:
Carrying values BErRE R
Of which
A3 DIF accumulated
Aal & Aa3 Al E A3 Lower SESTAR gzt  impairment
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total allowances
BT AT BET AT AT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
DARES{EET A  Debt securities at
& H W3S 2 & fair value
BEs through other
comprehensive
income - - - - - - 182,339
o BEREREHE  Of which
accumulated
impairment
allowances - - - - 182,339 182,339
2019 £ 6 H 30 As at 30 June 2019, there were no impaired certificates of deposit and no overdue debt
H - BB Z (K58 securities and certificates of deposit.
RO H A7 B
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4. EREREE (8)

41 =8k (8

(C) EEHREE

(8

DU NCIEN
fi % T 25 2 0%
i

Her s ZEHREAE R

4.1 Credit Risk (continued)

Debt securities at
fair value
through other
comprehensive
income

Of which
accumulated
impairment
allowances

A 2018 4 12 H 31
H - 2 F BE 2 kS
R B a2 (AR

I3 RAFRRE ©

4. Financial risk management (continued)

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

#2018 12 H 31 H
At 31 December 2018

Notes to the Interim Financial Information (continued)

PR o
Carrying values RETRE AR
Of which
A3 DI accumulated
Aal ¥ Aa3 Al ¥ A3 Lower SESEAR 4=t impairment
Aaa Aal to Aa3 Al to A3 than A3 Unrated Total allowances
AT AT B¥TT AT BT AT BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
- - - - - 182,907

- - - 182,907 182,907

As at 31 December 2018, there were no impaired certificates of deposit and no overdue

debt securities and certificates of deposit.
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4. EREREE (8)

4.2 THEEER
(A) SMEREE

FEBNEERE
fEEPEET  ET
RARBELHEE
W - Ryt CRoNE R
AR OR R AE T B2
K> AR,
PaPRE (BIL05EE -
JeR\ e L B JBE 3 Rt
FRED) 1EREET
B pesh AR
TR R — B
0 & E B & R
Fic » Sife e 8 R S e
G4 (BIAsH R
W) B HIMNEEE
{5 P 2 AR A S B
JEfgz o

Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.2 Market Risk

(A) Currency risk

The Group’s assets and liabilities are denominated in major currencies, particularly the
HK dollar, the US dollar and Renminbi. To ensure the currency risk exposure of the
Group is managed at an acceptable level, risk limits (e.g. Position, VAR and stress test
limit) are used to serve as a monitoring tool. Moreover, the Group seeks to minimise the
gap between assets and liabilities in the same currency. Foreign exchange contracts
(e.0. FX swaps) are usually used to manage FX risk associated with foreign
currency-denominated assets and liabilities.
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.2 Market Risk (continued)

(A) Currency risk (continued)

# S IAREFFAINER
W2 BB R R A S

RIMéRE -

HRAE
BB
EHIEA
BE L

(R /R

SR AR

BRAE
BB
BHEA
BEEL

(R /R

SRR A R

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net (short)/long position

Net structural position

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net (short)/long position

Net structural position

7201946 H 30 H
At 30 June 2019

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

AT TEE
Equivalent in thousand of HK$

HAtnsNEg SRR

Others Total

=T ARE foreign foreign

US Dollars Renminbi currencies currencies
85,172,238 133,585,303 18,202,123 236,959,664
(96,885,269) (124,921,891) (13,867,118) (235,674,278)
38,083,748 15,839,247 6,363,479 60,286,474

(27,640,863)

(23,054,673)

(10,789,554)

(61,485,090)

(1,270,146) 1,447,986 (91,070) 86,770
9,437,522 13,142,854 - 22,580,376

20184 12 H31 H

At 31 December 2018

AT TEE
Equivalent in thousand of HK$

HAth s AN R
Others Total
FEIT ARk foreign foreign
US Dollars Renminbi currencies currencies
91,702,514 143,647,803 13,752,664 249,102,981
(91,598,352) (138,094,380) (12,090,005) (241,782,737)
23,163,249 14,169,184 2,020,903 39,353,336
(24,493,378) (17,109,489) (3,687,402) (45,290,269)
(1,225,967) 2,613,118 (3,840) 1,383,311
9,437,899 11,897,115 - 21,335,014
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AR RS R R Notes to the Interim Financial Information (continued)

(&)

4. SRiEEEE (8) 4. Financial risk management (continued)

4.2 mEERE (8) 4.2 Market Risk (continued)
(B) FiZ=Rkz (B) Interest rate risk
TR T AL

i 2019 /£ 6 H 30
HE 2018 4 12 H
31 HxE&EEAESE or maturity dates.
A HY A 3R B 2K
& - RALURTIES]
TNEE KA
GHEFTEEHH
EEBAH (Dl FE

The tables below summarise the Group’s on-balance sheet exposure to interest rate
risk as at 30 June 2019 and 31 December 2018. Included in the tables are the assets
and liabilities at carrying amounts, categorised by the earlier of contractual repricing

201946 B30 H
At 30 June 2019
—Z =7 FEtR
—BEAR =fEA +=fEA —BHE HEME Non-
Up to 1to3 3to 12 1t05 Over interest gt
1 month months months years 5years bearing Total
AETIT  BBETT E%T AT AT AETT  E%TT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
=73 Assets
[EFEHE RERGR TR EM4F Cash and balances with banks and
HREIASER other financial institutions 30,083,972 - 2,175,236 32,259,208
TESRAT R Hofth &Rt — %=+ Placements with banks and other
{18 H R 2 E R financial institutions maturing
between one and twelve months 5,176,783 9,415,677 14,592,460
AREE(EE ARy £RiERE  Financial assets at fair value
through profit or loss 2,581,768 3,080,871 6,301,536 68,673 68,479 81,777 12,183,104
TSR TE Derivative financial instruments - 802,762 802,762
SRR AR Advances and other accounts 131,801,053 76,603,474 46,459,630 4,821,366 2,186,115 - 261,871,638
BRLHE Financial investments
- DAREE ST AR A2 E - At fair value through other
sy comprehensive income 12,101,457 31,224,664 41,589,372 47,110,796 3,082,151 31,200 135,139,640
- DURpA R R - At amortised cost 136,401 447,989 825,215 3,082,258 4,491,863
BV Investment properties - 348,420 348,420
Y% ~ 250 Rk Properties, plant and equipment - 8,565,358 8,565,358
HitnEE (EFEELFRIE R IRER Other assets (including current
THERE ) and deferred tax assets) - 1,919,476 1,919,476
B Total assets 176,704,651 116,533,781 104,591,430 55,083,093 5,336,745 13,924,229 472,173,929
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AR RS R R Notes to the Interim Financial Information (continued)

(&)

4. SREREHE (&) 4. Financial risk management (continued)

4.2 WiEERE (8) 4.2 Market Risk (continued)
(B) FI=EE (&) (B) Interest rate risk (continued)
R 20196 H30H
At 30 June 2019
—= =% FatR
—EARN =fEH +=@EA —ZfHE  HEHME Non-
Up to 1t03 3to 12 1t05 Over interest fre
1 month months months years 5years bearing Total
AT AR AT AT AT AT AR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
afE Liabilities
SRAT R HL A S R AR > T R Deposits and balances from banks
AR and other financial institutions 7,150,840 14,611,740 3,208,876 882,886 25,854,342
ANEERE AIES $RiE[E  Financial liabilities at fair value
through profit or loss 3,297,735 885,549 118,838 4,302,122
THem TR Derivative financial instruments - 507,364 507,364
EE Deposits from customers 150,854,253 67,905,295 110,634,870 12,271,059 12,084,073 353,749,550
ELS TR Debt securities and certificates of
deposit in issue 855,072 550,705 2,529,297 10,174,371 14,109,445
HAMBRTE S (REIE(IFRIE K. Other accounts and provisions
IEIEFRIEA ) (including current and deferred
tax liabilities) 2,115,191 1,493,007 5,291,471 1,546,722 394,503 5,514,821 16,355,715
A EE Total liabilities 164,273,091 85,446,296 121,783,352 23,992,152 394,503 18,989,144 414,878,538
FRBUR R Interest sensitivity gap 12,431,560 31,087,485 (17,191,922) 31,090,941 4,942,242  (5,064,915) 57,295,391
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.2 Market Risk (continued)

(B) Interest rate risk (continued)

#2018 4212 H 31 H
At 31 December 2018

HAth&mE (EIEEMTRTERIEER Other assets (including current

HAE)

KR

-5 =
—fEAAN =f8A +=MER —ZhF AL FitE
Upto 1t03 3t012 1to5 Over Non- interest dast
1 month months months years 5 years bearing Total
BT BT AT AT AT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Assets
Cash and balances with banks and
other financial institutions 53,773,030 - - - - 2,880,133 56,653,163
Placements with banks and other
financial institutions maturing
between one and twelve months - 8,517,735 9,689,902 - - - 18,207,637
Financial assets at fair value
through profit or loss 2,124,572 666,117 5,741,919 11,697 49,354 85,827 8,679,486
Derivative financial instruments - - - - - 654,721 654,721
Advances and other accounts 161,473,617 63,649,080 21,292,433 5,188,189 1,327,550 - 252,930,869
Financial investments
- At fair value through other
comprehensive income 11,822,545 19,249,022 34,234,692 44,615,027 3,013,413 31,833 112,966,532
- At amortised cost - 58,752 1,729,294 3,395,575 - - 5,183,621
Investment properties - - - - - 331,942 331,942
Properties, plant and equipment - - - - - 7,808,591 7,808,591
and deferred tax assets) - - - - - 2,605,143 2,605,143
Total assets 229,193,764 92,140,706 72,688,240 53,210,488 4,390,317 14,398,190 466,021,705
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.2 Market Risk (continued)

(B) Interest rate risk (continued)

#2018 4£ 12 H 31 H

At 31 December 2018
—& =% FitE
—fEAAN =f8A +=MER e AERLE Non-
Upto 1t03 3t012 1to5 Over interest dast
1 month months months years 5 years bearing Total

BT AT BT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Liabilities
Deposits and balances from banks
and other financial institutions 10,307,201 9,008,129 8,599,565 - -
Financial liabilities at fair value

through profit or loss 1,667,295 1,943,724 1,192,258 - -
Derivative financial instruments - - - - -
Deposits from customers 161,273,590 76,407,109 80,378,677 13,324,360 296,558
Debt securities and certificates of

deposit in issue 172,674 317,419 2,150,964 9,551,917 -

Other accounts and provisions
(including current and deferred

BRTIL O BRTT
HK$'000 HK$'000
1,184,403 29,099,298
- 4,803,277

353,927 353,927

12,524,645 344,204,939

- 12,192,974

tax liabilities) 2,853,533 2,914,061 3,164,021 1,592,933 38,492 9,609,447 20,172,487
Total liabilities 176,274,293 90,590,442 95,485,485 24,469,210 335,050 23,672,422 410,826,902
Interest sensitivity gap 52,919,471 1,550,264 (22,797,245) 28,741,278 4,055,267 (9,274,232) 55,194,803
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4.3 mehELmEbs 4.3 Liquidity Risk

(A) FEMEEBLRRF
BERSER

FEERS

2019 4
6H30H

Quarter ended
30 June 2019

4. Financial risk management (continued)

FRERES

2019 4
3H31H

Quarter ended
31 March 2019

(A) Liquidity coverage ratio and net stable funding ratio

FEHEHEE
(ZE71)

2018 4£

6 H30H
(Restated)
Quarter ended
30 June 2018

Notes to the Interim Financial Information (continued)

FEHHEE
(EHE51)
2018 4£

3H31H
(Restated)
Quarter ended
31 March 2018

MBI E E R R
ORB I

Average value
of liquidity
coverage
ratio 154.16%

173.83%

134.79%

142.25%

RIS R T
¥ R R
A T 4S5
RIS R
P R A BB
ek > &8 R
SR 550735 B4
TEE -

FREESILE Net stable funding ratio

FERFREESER Quarter end value of net stable funding ratio
- BFE - First quarter
- BTFE - Second quarter

EERVFREES

ELRZEN A RRR E

Bk 2 &8 R

RYNHEETRITER

et -

38

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.

2019 2018
120.21% 114.10%
118.43% 112.99%

Quarter end value of net stable funding ratio is calculated based on the calculation
methodology and instructions set out in the HKMA return of stable funding position.
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AR RS ORI e Notes to the Interim Financial Information (continued)
(&)

4, SEIEEEE (§) 4. Financial risk management (continued)

4.3 mehEsmEbs (&) 4.3 Liquidity Risk (continued)

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

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

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

JE N EIRER -

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

w® T @ H
www.nch.com.hk
FEEEBEE | —H

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

BB 2 MR 8 E

& WM EEE

b PR -
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43 REEEEE (#)

(B) EBHA DM

TREAEER
2019 4 6 H 30 H R
2018 4£ 12 H 31 H

Notes to the Interim Financial Information (continued)

4.3 Liquidity Risk (continued)

(B) Maturity analysis

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

PRoTHE -

HE

PR R AFIUR T R L e
RS ER

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

AREE b AR SREE

- 3t
- S

- SRS ot A >
st

- Hit
- PRl
PR T A
SRR
- HPER
- S5
R
- DAL AR 2 E
e
- s
-t
- DRI
- s
-t
- 3t
- Bt
R
W - RN

Assets
Cash and balances with banks and
other financial institutions
Placements with banks and other
financial institutions maturing
between one and twelve months
Financial assets at fair value
through profit or loss
- Trading
- Debt securities
- Mandatorily measured at fair
value through profit or loss,
non trading
- Others
- Equity securities
Derivative financial instruments
Advances and other accounts
- Advances to customers
- Trade bills
Financial investments
- At fair value through other
comprehensive income
- Debt securities
- Certificates of deposit
- Atamortised cost
- Debt securities
- Certificates of deposit
- Others
- Equity securities
Investment properties
Properties, plant and equipment

HithE (EREURIE RIEZER Other assets (including current

A )

HEHRH

and deferred tax assets)

Total assets

4. Financial risk management (continued)

The tables below analyse the Group’s assets and liabilities as at 30 June 2019 and 31
December 2018 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

#2019 6 H30H
At 30 June 2019
-z =7
B —ERR  =EA +—ER —ZEAEf #AFNME  FEEE
On Up to 1to3 3to 12 1to5 Over 5 Hi# st
demand 1month  months months years years Indefinite Total
BT BN BT BETR BT OBNTT OBYTR BN
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000  HK$000
21,276,474 10,982,734 - - - - 32,259,208
- 5,176,783 9,415,677 - - - 14,592,460
1,575,592 1,684,136 1,652,059 68,673 68,479 5,048,939
1,006,176 1,396,735 4,649,477 - - 7,052,388
- - - - 81,777 81,777
282,853 88,753 203,347 163,279 64,530 - 802,762
21,275,017 9,505,326 21,429,911 47,465,234 115,095,373 44,456,446 906,103 260,133,410
3,171 430,184 605,533 699,340 - - 1,738,228
7,289,025 11,865,970 29,957,141 54,173,959 4,161,699 - 107,447,794
7,870 9,166,573 14,404,024 4,082,179 - - 27,660,646
136,401 - 322,981 2,087,945 - 2,547,327
1,014 1,371 155,138 - 157,523
- 447,989 507,944 831,080 - 1,787,013
- - - - 31,200 31,200
- - - - 348,420 348,420
- - - - 8,565,358 8,565,358
625,881 890,556 5022  (14,082) 308,266 1,503 102,330 1,919,476

43,463,396 31,913,631 51,983,370 109,223,074 176,867,143 48,688,127 10,035,188 472,173,929
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Notes to the Interim Financial Information (continued)

4, &RiEfEEHE (8) 4. Financial risk management (continued)

43 RERESER (8

4.3 Liquidity Risk (continued)

(B) EEAHHT (&) (B) Maturity analysis (continued)
720196300
At 30 June 2019
—& =
B —@ERAA =EA  +=EA —EEE AENE FHE
On Up to 1to 3 3to 12 1to5 Over [=h:] gt
demand 1 month months months years 5years Indefinite Total

=t

ST RIS R PR,
it

AR AR SR

ITEEMTA
HEFEHEL
CRTHEBEF RN

HETT  EWTT EWTT  BNTT EWTT ANTR BT B%TR
HK$000  HK$'000 HK$'000 HK$000  HK$000 HK$O000 HK$O00  HK$000

Liabilities
Deposits and balances from banks

and other financial institutions 1,859,584 6,174,142 14,611,740 3,208,876 - - - 25,854,342
Financial liabilities at fair value

through profit or loss - 3,297,735 885,549 118,838 - - - 4,302,122
Derivative financial instruments 87,416 75,743 54,770 120,061 148,695 20,679 507,364
Deposits from customers 102,342,025 60,378,342 68,123,234 110,631,290 12,274,659 - - 353,749,550
Debt securities and certificates of

deposit in issue - 853,194 552,583 2,529,297 10,174,371 - - 14,109,445

HAMRER AR (EEREMNTIER Other accounts and provisions

EIERIH S

(including current and deferred

tax liabilities) 4557,265 1472538 1608305 5825838 2494214 394,503 3,052 16,355,715
Total liabilities 108,846,290 72,251,604 85836181 122,434,200 25,001,939 415182 3,052 414,878,538
Net liquidity gap (65,382,894) (40,338,063) (33,852,811) (13,211,126) 151,775,204 48,272,945 10,032,136 57,295,391
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Notes to the Interim Financial Information (continued)

Assets

Cash and balances with banks and

other financial institutions

Placements with banks and other

financial institutions maturing

between one and twelve months

Financial assets at fair value
through profit or loss
- Trading
- Debt securities
- Mandatorily measured at fair
value through profit or loss,
non trading
- Others
- Equity securities
Derivative financial instruments
Advances and other accounts
- Advances to customers
- Trade bills
Financial investments
- At fair value through other
comprehensive income
- Debt securities
- Certificates of deposit
- Atamortised cost
- Debt securities
- Certificates of deposit
- Others
- Equity securities
Investment properties
Properties, plant and equipment

HithgE (EEREMTIE RIEER Other assets (including current

A )

HEHRH

and deferred tax assets)

Total assets

4.3 Liquidity Risk (continued)

(B) Maturity analysis (continued)

4. Financial risk management (continued)

72018412 31 H
At 31 December 2018

- =5

g —EAA =R +ZER  —EEF EEME THEE
On Up to 1t03 3t012 1to5  Over5 Hif Wt
demand 1 month months months years years  Indefinite Total
WlETIT BT BNToT BT BBTOT BN TT BT BN TOC
HK$'000  HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$000  HK$000
28,899,314 27,753,849 - - - 56,653,163
- 8517,735 9,689,902 - - - 18,207,637
1,994,683 511,970 2,239,665 11,697 49,354 4,807,369
129,892 154,144 3,502,254 - - 3,786,290
- - - 85,827 85,827
310,976 80,931 40,160 138,733 83,921 - 654,721
20,206,669 11,425,151 16,468,149 46,285,751 114,144,105 42,873,158 692,466 252,095,449
70 242,028 303,209 290,113 - - 835,420
8,439,759 10,490,900 19,704,448 50,295,352 3,013,413 - 91,943,872
19,368 425,926 15,630,734 4,914,799 - - 20,990,827
1,419 58,752 444,232 2,404,880 - 2,909,283
1,017 601 155,526 - 157,144
- 1,289,370 827,824 - 2,117,194
- - - 31,833 31,833
- - - 331,942 331,942
- - - 7,808,591 7,808,591
538,269 1,750,181 154,555  (95,976) 163,418 2,686 92,010 2,605,143

49,955,298 51,838,278

37,125,500 99,119,827 173,001,522 45,938,611

9,042,669 466,021,705
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Notes to the Interim Financial Information (continued)

4.3 Liquidity Risk (continued)

(B) Maturity analysis (continued)

4. Financial risk management (continued)

20184412 A31H
At 31 December 2018

—F =%
B —EAR =®A +=EA —ERF AEME FHE
On Up to 1t03 3to0 12 1to5 Over HHA dat
demand 1 month months months years 5years Indefinite Total
AETT O BETIT BETT BT BT BETT BTt BT
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Liabilities
Deposits and balances from banks
and other financial institutions 1,855,547 8,562,531 9,187,900 8,957,346 - 535,974 - 29,099,298
Financial liabilities at fair value
through profit or loss 1,667,295 1,943,724 1,192,258 - - - 4,803,277
Derivative financial instruments 88,748 81,161 40,970 80,859 62,189 - 353,927
Deposits from customers 107,557,769 65,128,473 77,300,156 80,595,211 13,326,772 296,558 - 344,204,939
Debt securities and certificates of
deposit in issue 171,567 410,513 2,058,977 9,551,917 - 12,192,974
Other accounts and provisions
(including current and deferred
tax liabilities) 3,328,002 6,678,246 3,149,305 3,373,539 2,539,521 43,041 1,060,833 20,172,487
Total liabilities 112,830,066 82,289,273 92,032,568 96,258,190 25,480,399 875,573 1,060,833 410,826,902
Net liquidity gap (62,874,768) (30,450,995) (54,907,068) 2,861,637 147,521,123 45,063,038 7,981,836 55,194,803
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(&)

4, SEIEEEE (§) 4. Financial risk management (continued)

4.3 REE&EkE (&) 4.3 Liquidity Risk (continued)
(B) EEAH T (&) (B) Maturity analysis (continued)

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

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

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

FAAT) Z M RRFESCT

RN - FT{EREEAR

RIS 750 R

BEEHH -
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.4 Capital Management

The Group has adopted the foundation internal ratings-based (“FIRB”) approach to
calculate the credit risk capital charge for the majority of its non-securitisation exposures.
Securitisation exposures and a small residual non-securitisation exposures are under the
standardised (credit risk) (“STC”) approach. The Group has adopted the standardised
credit valuation adjustment (“CVA”) method to calculate the capital charge for the CVA risk
of the counterparty. The Group continues to adopt the internal models (“IMM”") approach to
calculate the general market risk capital charge for foreign exchange and interest rate
exposures and, with the approval from the HKMA, exclude its structural FX positions
pursuant to section 317C of the Banking (Capital) Rules in the calculation of the market
risk capital charge. The Group continues to adopt the standardised (market risk) (“STM”)
approach to calculate the market risk capital charge for the remaining exposures. The
Group continues to adopt the standardised (operational risk) (“STO”) approach to
calculate the operational risk capital charge.

(A) Basis of regulatory consolidation

The consolidation basis for regulatory purposes comprises the positions of the Bank
and certain subsidiaries specified by the HKMA in accordance with the Banking
(Capital) Rules. For accounting purposes, subsidiaries are consolidated in
accordance with HKFRSs and the list of subsidiaries is set out in “Appendix—
Subsidiaries of the Bank” on page 137.
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

4. SREREHE (&) 4. Financial risk management (continued)

4.4 BEREHE (8) 4.4 Capital Management (continued)
(A) BBELE AR (&) (A) Basis of regulatory consolidation (continued)
GFEIT AR S The particulars of subsidiaries which are included within the accounting scope of
wE M afEESESE consolidation but not included within the regulatory scope of consolidation are as
F R & £ 8 [ P9 Y B follows:
BAEZEEOT ¢
7 20194F 6 H30H 72018412 H 31 H
At 30 June 2019 At 31 December 2018
B =z KR B
£ Name Total assets Total equity Total assets Total equity
BT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
FEREEIRT(ERA Nanyang Commercial Bank
PRAE] Trustee Limited 16,629 16,520 16,598 16,488
EAEREEEAIR Kwong Li Nam Investment Agency
] Limited 5,187 4,537 4,214 4,068
FEEREESRIT (fREE Nanyang Commercial Bank
AN) BIEAHE (Nominees) Limited 1,450 1,450 1,455 1,455
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.4 Capital Management (continued)

(A) Basis of regulatory consolidation (continued)

The principal activities of the above subsidiaries are set out in “Appendix —
Subsidiaries of the Bank” on page 137.

There were no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation as at 30
June 2019 (31 December 2018: Nil).

Neither were there any subsidiaries which are included within both the accounting
scope of consolidation and the regulatory scope of consolidation where the methods
of consolidation differ as at 30 June 2019 (31 December 2018: Nil).

(B) Capital ratio

2019 4 J#* 2018 4=
6 H30H 12531 H
At 30 June At 31 December
2019 2018
CET1 capital ratio
13.71% 13.50%
Tier 1 capital ratio 17.05% 16.95%
Total capital ratio 18.79% 18.70%
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4, &RiEfEEHE (8) 4. Financial risk management (continued)

44 BREE (8)

(B) EALER (8)

RIS EBATL
AR S EH
ARSI

4.4 Capital Management (continued)

(B) Capital ratio (continued)

HRE A - SRR
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HRES TG AR LB

E—REARE
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EL R ERR (S

S AT AT E S

—HER

WA B
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By 5 R e BB

FELE YRR

Rl -3 SR (E R
REMR) ETHESR
A B HE
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et

BRI A AR

HIERAEEE

H A

TN ER

—HEAR

CET1 capital: instruments and reserves
Directly issued qualifying CET1 capital
instruments

Retained earnings
Disclosed reserves

CET1 capital before regulatory deductions

CET1 capital: regulatory deductions
Valuation adjustments
Deferred tax assets net of deferred tax
liabilities
Gains and losses due to changes in own
credit risk on fair valued liabilities

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

Regulatory reserve for general banking risks

Total regulatory deductions to CET1 capital

CET1 capital

Additional Tier 1 capital

Tier 1 capital
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Notes to the Interim Financial Information (continued)

The consolidated capital base after deductions used in the calculation of the above
capital ratios is analysed as follows:

R 2019 &£ it 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT BT
HK$'000 HK$'000
3,144,517 3,144,517
35,554,463 33,911,997
9,273,403 8,815,845
47,972,383 45,872,359
(7,471) (16,962)
(230,811) (46,836)
(4,677) (12,417)
(6,882,620) (6,761,032)
(2,702,121) (2,478,179)
(9,827,700) (9,315,426)
38,144,683 36,556,933
9,314,890 9,314,890
47,459,573 45,871,823
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4. Financial risk management (continued)

4.4 Capital Management (continued)

(B) Capital ratio (continued)

Tier 2 capital: instruments and provisions

Collective provisions and regulatory reserve
for general banking risks eligible for
inclusion in Tier 2 capital

Tier 2 capital before regulatory deductions

Tier 2 capital: regulatory deductions

Add back of cumulative fair value gains arising
from the revaluation of land and buildings
(own-use and investment properties) eligible
for inclusion in Tier 2 capital

Total regulatory adjustments to Tier 2 capital

Tier 2 capital

Total regulatory capital

The capital buffer ratios are analysed as

follows:

Capital conservation buffer ratio

Countercyclical capital buffer ratio
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Notes to the Interim Financial Information (continued)

i 2019 &£ 7 2018
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT AT
HK$'000 HK$'000
1,737,014 1,711,751
1,737,014 1,711,751
3,097,179 3,042,464
3,097,179 3,042,464
4,834,193 4,754,215
52,293,766 50,626,038
2019 4 1+ 2018 4
6 H30H 12 31 H
At 30 June At 31 December
2019 2018
2.50% 1.875%
1.37% 1.01%
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.4 Capital Management (continued)

(B) Capital ratio (continued)

In accordance with the Banking (Capital) Rules, the phase-in from 2016 to 2019 of the
Capital Conservation Buffer (“CCB”) is designed to ensure banks build up capital outside
periods of stress of 2.5% of risk-weighted assets (“RWAs"). The countercyclical Capital
Buffer (“CCYB") which is set on an individual country basis and is built up during periods of
excess credit growth to protect against future losses. The HKMA announced a CCyB for
Hong Kong of 1.875% and 2.5% of RWAs from 1 January 2018 and 1 January 2019

respectively.

The additional information of capital disclosures is available under section “Regulatory

Disclosures” on the Bank's website at www.ncb.com.hk.

(C) Leverage ratio

2019 4£ J#* 2018 4=

6 H30H 12 H31H

At 30 June At 31 December

2019 2018

AT AT

HK$'000 HK$'000

Tier 1 capital 47,459,573 45,871,823
Leverage ratio exposure 495,303,731 488,062,361
Leverage ratio 9.58% 9.40%

The additional information of leverage ratio disclosures is available under section

“Regulatory Disclosures” on the Bank's website at www.ncbh.com.hk.
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5. &REENABINA M 5. Fair values of financial assets and liabilities
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All financial instruments for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy as defined in HKFRS 13, “Fair
value measurement”. The categorisation are determined with reference to the observability
and significance of the inputs used in the valuation methods and based on the lowest level
input that is significant to the fair value measurement as a whole:

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

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

- Level 3: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable. This category includes equity investment and
debt instruments with significant unobservable components.
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5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
& (&

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

Bt ERERPE Y mlKEBR

HZE ) LHEEA A EE

Pz [EEE A -

51 ARESENSHTE 5.1 Financial instruments measured at fair value

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

Bl - B R E IR A

EZEEZENEES

H- BEAMGESEIR R EHE

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

5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
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5.1 Financial instruments measured at fair value (continued)

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

markets.

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

and obtainable from open market.

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

below:

Debt instruments, certificates of deposit, rediscounted bills and forfeiting

W 1B

BT RAAREHZ S
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The fair value of these instruments is determined by obtaining quoted market prices
from exchange, dealer or independent pricing service vendors or using discounted cash
flow technique. Discounted cash flow model is a valuation technique that measures
present value using estimated expected future cash flows from the instruments and then
discounts these flows using a discount margin that reflects the credit spreads required
by the market for instruments with similar risk or a discount rate which is referred to the
transaction interest rate of instruments with similar risk as at the end of the month and
inter-bank bid rate as the final discount rate. These inputs are observable or can be

corroborated by observable or unobservable market data.

Inter-bank investments

Interbank investments mainly include guaranteed and non-guaranteed financial
products and funds. The fair value of these instruments is determined by using
discounted cash flow technique. The inputs applied are observable or can be
corroborated by observable or unobservable market data. Observable inputs include
interest rate and market price of the underlying assets. For certain complex interbank

investments, the fair values are determined based on dealer price quotations.
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Notes to the Interim Financial Information (continued)

5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
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5.1 Financial instruments measured at fair value (continued)

Derivatives

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

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

Financial assets
Financial assets at fair value
through profit or loss
(Note 18)
- Trading
- Debt securities
- Mandatorily measured at
fair value through profit
or loss, non trading
- Equity securities
- Others
Derivative financial
instruments (Note 19)
Financial investments at fair
value through other
comprehensive income
(Note 21)
- Debt securities and
certificates of deposit
- Equity securities

Financial liabilities

Financial liabilities at fair
value through profit or loss
(Note 25)
- Trading

Derivative financial
instruments (Note 19)
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5.1 Financial instruments measured at fair value (continued)

201946 H30H
At 30 June 2019

Notes to the Interim Financial Information (continued)

S—E% BE% B=BR YEET
Level 1 Level 2 Level 3 Total
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
- 5,048,939 - 5,048,939

81,777 - - 81,777
- - 7,052,388 7,052,388
296,971 505,791 - 802,762
- 135,108,440 - 135,108,440

- - 31,200 31,200

- 4,302,122 - 4,302,122

92,658 414,706 - 507,364
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5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)

B (8
5.1 DA EHRITEM TR
(8

(A) DAERIER (ED

SRR
AREE T AREZ
eRiAEE (i 18)

ok
—(E%RE IR
=S LA f(E 8
{bat AfBzs
ElS i
—He s
—HAth
PTAEERMTR
(£ 19)
DL SeEE R AEAM
EHRZEH R A

(st 21)

AR
trkE
R

SREH
AVINIERL T N = E v
R (Mt 25)

oM
[
(K$5E 19)

KREMZ &R TER
HINER A S )
B e gk 2[R R i
% (2018 4£ 12 § 31
H:fE) -

5.1 Financial instruments measured at fair value (continued)

(A) Fair value hierarchy (continued)

Financial assets
Financial assets at fair value
through profit or loss
(Note 18)
- Trading
- Debt securities
- Mandatorily measured at
fair value through profit
or loss, non trading
- Equity securities
- Others
Derivative financial
instruments (Note 19)
Financial investments at fair
value through other
comprehensive income
(Note 21)
- Debt securities and
certificates of deposit
- Equity securities

Financial liabilities

Financial liabilities at fair
value through profit or loss
(Note 25)
- Trading

Derivative financial
instruments (Note 19)

There were no financial instrument transfers between

20184F 12 H 31 H
At 31 December 2018

Notes to the Interim Financial Information (continued)

E—Bal BB =2 4z
Level 1 Level 2 Level 3 Total
T BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
- 4,807,369 - 4,807,369

85,827 - - 85,827
- - 3,786,290 3,786,290
317,669 337,052 - 654,721
- 112,934,699 - 112,934,699

- - 31,833 31,833

- 4,803,277 - 4,803,277
94,041 259,886 - 353,927

Group during the period (31 December 2018: Nil).

56

level 1 and level 2 for the



) NCB #:f 7% 441

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

5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
& (&

51 ARESENSHTE 5.1 Financial instruments measured at fair value (continued)

(&)
(B) B=|E@4kHITE B &8 (B) Reconciliation of level 3 items
201946 H 30 H
At 30 June 2019
SREE
Financial assets
LA sfERTA
BHRIMEDARE Hr2E WS
BLE AR HERILE
Mandatorily Financial
measured at fair  investments at fair
value through value
profit or loss through other
JEX B comprehensive
Non trading income
HAth, ey
Others Equity securities
BT BT
HK$'000 HK$'000
201941 H1H At 1 January 2019 3,786,290 31,833
Wiz, (548) Gains / (losses)
e - Income statement (7,951)
- HAr S - Other comprehensive income
- A RAER AR - Change in fair value of financial assets at fair
4 AT R 2 Y value through other comprehensive income
EMEEZN
aAEEAL - (633)
HA Purchases 5,870,341 -
HH Sales (2,596,292)
#2019 £ 06 H 30 H At 30 June 2019 7,052,388 31,200
J* 2019 4 06 A 30 H Total unrealised gain for the period included in
FrERIeRE R income statement for financial assets held as at
Wt AR R AT 30 June 2019
AU S 8%
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(&)

SRIEEFAMBRIA M 5. Fair values of financial assets and liabilities (continued)

B (8
5.1 DA EHRITEM TR
(8

(B) B=|BRHTHEEH)

(&

201841 H1H
B
LUEIIRLE S

- WS E SR A

R

- A eRReE -

i
BUEIIECE Sed o
Wt/ (518)

- Wz
- HAtr s

- BLA e EE A
it <= A WS & EY

EREE 2N

SEEL

HA
#ih

#20184E 12 H 31 H

#2018 4 12 A 31 H
FrARERE T
NET ARG R AR E

R llbga |

5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

At 1 January 2018

As previously reported

Opening adjustments

- Transfer from advances

and other accounts
- Transfer from financial

investments -
available-for-sale

Balance after opening

adjustments
Gains / (losses)
- Income statement

- Other comprehensive

income

- Change in fair value of
financial assets at fair
value through other

comprehensive
income
Purchases
Sales

At 31 December 2018

Total unrealised gain for the
period included in income

statement for financial

assets held as at 31

December 2018
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72018412 H 31 H
At 31 December 2018

Notes to the Interim Financial Information (continued)

BRAEE

Financial assets

IDRASINIEET N

HAr A A S

KRR E

saEIMELLA o E Einancial
S(bat AfHa investments at fair
Mandatorily measured at fair value value
through profit or loss through other
I comprehensive

Non trading income
BTG ES FoAh Ry a8 75
Money market fund Others Equity securities
BT T BT T BETT
HK$'000 HK$'000 HK$'000

- 700,932 -

6,096,906 11,327,738 15,156
6,096,906 12,028,670 15,156
(344,239) (738,589) -

- - 285

1,252,590 4,340,337 16,392
(7,005,257) (11,844,128) -

- 3,786,290 31,833
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AR BRI EE Notes to the Interim Financial Information (continued)
(&)

5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
& (&

51 ARESENSHTE 5.1 Financial instruments measured at fair value (continued)

(&)
(B) B=/8%RHITEEEF (B) Reconciliation of level 3 items (continued)
(&)

#2019 46 H 30 H As at 30 June 2019 and 31 December 2018, financial instruments categorised as
K 2018 &£ 12 H 31 level 3 are mainly comprised of financial assets at fair value through profit or loss and
H > 3B RysE = 4Ry unlisted equity shares.
R THEFEZERLA
LT AMHRm 2
<t il E R IR BT
HE -
B R B T For certain illiquid others financial assets classified as fair value through profit or loss,
fl LA SR HEAEET A the Group obtains valuation quotations from counterparties which may be based on
15 2 BRI Ak unobservable inputs with significant impact on the valuation. Therefore, these
B e 22 5 B F R instruments have been classified by the Group as level 3. The Group has established
{8 HoPErEHER internal control procedures to control the Group’s exposure to such financial
REBR A T HhEE A instruments.

BB A%
2B ALALE RS
il T EE B
=gk - AEE TR
A B P 3 22 U A P
EEE ST

B -

Je LRI A LA The fair values of unlisted equity shares are determined with reference to multiples of
792 ] (LAY F comparable listed companies, such as average of the price/earning ratios of
A ZFHE,/ comparables, or net asset value, if appropriate comparables are not available. The
BAIER SCEe A S fair value is positively correlated to the price/earning ratios of appropriate
a ey A ] Al comparables or net asset values. Had the net asset value of the underlying equity
EHAREFEEE -2~ investments increased/decreased by 5%, the Group’s other comprehensive income
FEEE G R Z ] would have increased/decreased by HK$1,560,000 (31 December 2018:
L i B EE R B HK$1,592,000).

IFEFATIERG
Rt A B R A
PER R 5%
SUAS S [ L At = T UK
G RGNV S
1,560,000 7© ( 2018
12 4 31 B : A%
1,592,000 7¢) -
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HHARA RS B Notes to the Interim Financial Information (continued)
(&)

5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
& (&

5.2 JEPANARESBHSRT 5.2 Financial instruments not measured at fair value

A

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

DL F A AL & S Ml T

HZAnE -

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

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

A > FARE(E B e

P

HEERK Advances to customers

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

B HRmE E S e E

-
o

4
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AR BRI EE Notes to the Interim Financial Information (continued)
(&)

5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
& (&

5.2 JEDAA RfEEHEIISRET 5.2 Financial instruments not measured at fair value (continued)

3¢ -))

LABE R A ST B Y (R A5

Debt instruments at amortised cost

IE

DI A ST A5
TRZA e lE e E B ot
5.1 WA SefEEHEHIE
BLESRMZITEME -

FEETEK

KRG 2 3 PR R &
HH®R—ENE - HIE
] (BN FOfE A -

T %6 27 NFHGEE

The fair value of debt instruments at amortisation cost is determined by using the same
approach as those debt instruments measured at fair value as described in Note 5.1.

Deposits from customers
Substantially all the deposits from customers mature within one year from the balance
sheet date and their carrying value approximates fair value.

Debt securities and certificates of deposit in issue

B TR Z % e B E B
fifEE 5.1 WA RERH=
HIE S TR R FREE R
ZITEME -

FrLL b AR B A fE
MENEZ# TR T
RIELLA S lERT B H SR
THEZREENARE -

ERIRE
DlgerpcAERT2HY
HHELIR

ERIRHE

B TRBES &
ke

The fair value of these instruments is determined by using the same approach as those
debt instruments and certificates of deposit measured at fair value as described in Note
5.1.

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

201946 H 30 H 20184F 12 H 31 H
At 30 June 2019 At 31 December 2018
~ REE ARE TREE ARE
Carrying value Fair value Carrying value Fair value
BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
Financial assets
Debt instruments at
amortised cost 4,491,863 4,549,839 5,183,621 5,233,740
Financial liabilities
Debt securities and
certificates of deposit in
issue 14,109,445 14,253,345 12,192,974 12,303,684
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6. JFEFIEUWA

FISWA

T [R5 e Ho fth <62 R b A
IR

B

ERE

HAth

FISSH

I 3% B HL A <5 R b AR 1 Y
HH

K

3% 1T (1% 38 05 K 7 AR

THE A
HAt

FFIRA

2019 4 EEZFIEIA
LR S Ry I E BRI IE
SRS 1,304,000
JC (2018 4 L4 & Bl
1,172,000 7 ) »

JELAA lEE bt A B
ERE RS ETELE
HIFILEMRA B A S H 7 Al
By s W 7,576,518,000 T
(2018 4E L3 4E @ g
6,416,892,000 7T ) Rkl
4,252,320,000 7¢ (2018 4
ARAE R 3,204,060,000
JC) e

6. Net interest income

Interest income

Due from banks and other
financial institutions

Advances to customers

Financial investment

Others

Interest expense
Due to banks and other financial institutions

Deposits from customers

Debt securities and certificates of deposit in
issue

Lease liabilities

Others

Net interest income

Notes to the Interim Financial Information (continued)

FEERR PR E
2019 4 2018 4F

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018

AT T AETT
HK$'000 HK$'000
716,924 648,726
5,038,830 4,489,498
1,812,499 1,262,794
8,265 15,874
7,576,518 6,416,892
(638,560) (697,064)
(3,221,729) (2,204,790)
(274,501) (174,062)
(12,181) -
(105,349) (128,144)
(4,252,320) (3,204,060)
3,324,198 3,212,832

Included within interest income is HK$1,304,000 (first half of 2018: HK$1,172,000) of interest
with respect to income accrued on advances classified as impaired for the first half of 2019.

Included within interest income and interest expense are HK$7,576,518,000 (first half of
2018: HK$6,416,892,000) and HK$4,252,320,000 (first half of 2018: HK$3,204,060,000), for
financial assets and financial liabilities that are not recognised at fair value through profit or

loss respectively.
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7. FIREE R AEWA

s RS
=i

PRbE

IR
VESE =
edile e
PRERE
B

SRE AL E RS
HHEEW

Fipth

MR kRS
ezl
fEHRsER

HAth

R AU
HrRE

Z R A SR
- BB R R A
- RIS RS

- (SRR EMAZEEEE
- BRI RS A
- BRESE RS HY

7. Net fee and commission income

Fee and commission income
Loan commissions
Insurance

Securities brokerage

Bills commissions

Funds distribution
Payment services

Safe deposit box

Credit card business

Trust and custody services
Currency exchange
Others

Fee and commission expense
Securities brokerage

Credit card business

Others

Net fee and commission income

Of which arise from

- financial assets or financial liabilities not at fair

value through profit or loss

Notes to the Interim Financial Information (continued)

- Fee and commission income
- Fee and commission expense

- trust and other fiduciary activities

- Fee and commission income
- Fee and commission expense

63

FEGEHE PR S
2019 £ 2018
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AT T
HK$'000 HK$'000
288,040 209,619
172,076 106,183
98,139 165,263
86,658 94,277
70,622 100,540
29,012 28,690
18,982 17,382
11,763 17,992
6,546 9,952
368 295
107,039 158,380
889,245 908,573
(13,597) (19,174)
(3,177) (2,439)
(18,885) (18,200)
(35,659) (39,813)
853,586 868,760
286,647 206,775
(652) (1,419)
285,995 205,356
13,119 16,428
(637) (670)
12,482 15,758
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SRR B BRI e

(&)

8. B AR

R (B5HR) JRE
- SNERF) KNS ) i

- MR LTE R APEERY

HH
- Prn

8. Net trading gain

Net gain/(loss) from:
- foreign exchange and foreign exchange
products
- interest rate instruments and items under
fair value hedge
- commodities

9. Hit&REEFNZS 9. Net gain on other financial assets

DL felE S BT A A 2L
e N R ICie g P LN

HAth

Net gain on financial investments measured at fair

value through other comprehensive income

Others
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Notes to the Interim Financial Information (continued)

FEGEHE PEGEEE
2019 £ 2018 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AT T
HK$'000 HK$'000
52,014 104,418
38,871 25,264
(18,618) (22,800)
72,267 106,882
FEGEHE PEGEEE
2019 £ 2018

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT
HK$'000 HK$'000
99,613 2,644
79,407 72,984
179,020 75,628
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10. EM&EUA

Erez =i 3sCIUN

- JEEHERE
fita-</E ik U ON
R ARIREE R S
HAth

FEBHEYEE S B
HIRR R B YI2E 2 3
KB SCHI W 49,000 T

(2018 # L4 @ &
125,000 7T ) °

N A S S EAETE 1%
A BRI A (2018
R ) -

10. 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

Notes to the Interim Financial Information (continued)

FELEHER FEEE
2019 £ 2018 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT BT
HK$'000 HK$'000
1,455 2,080
5,819 5,216
(580) (337)
2,684 4,342
9,378 11,301

Included in the “Outgoings in respect of investment properties” is HK$49,000 (first half of
2018: HK$125,000) of direct operating expenses related to investment properties that were

not let during the period.

There were no contingent rent included in the “Gross rental income from investment

properties” during the period (first half of 2018: Nil).
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

11. BE 2R R dE 11. Net charge of impairment allowances
FEERZE 201946 H30H
Half-year ended 30 June 2019
B BEREE F=REE gt
Stage 1 Stage 2 Stage 3 Total
AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
RIS T R ELA <6 R RS Y Balances with banks and
SR other financial institutions 731 (52) (77,435) (76,756)
=g
PO Ag\clsgjﬁfsand other 227,145 (30,133) (752,919) (555,907)
SRE Financial investments 15,622 - 568 16,190
HAth&E Other assets (1,574) 9 (2,755) (4,320)
sl Financial guarantees 10,452 (14) (41,480) (31,042)
EROKIE Loan commitments 9,984 1 - 9,985
SRRl () Net reversal/(charge) of
impairment allowances 262,360 (30,189) (874,021) (641,850)

AELERIE 2018 4£ 6 H 30 H
Half-year ended 30 June 2018

HE—FEE e = ISER HaEt
Stage 1 Stage 2 Stage 3 Total
BT BT T AT AT
HK$'000 HK$'000 HK$'000 HK$'000
TENUERAT R Hopth < Rt Ay Balances with banks and
“hER other financial institutions 181 33 . 214
B R B BETE Advances and other
accounts 209,451 (111,683) (385,929) (288,161)
R Financial investments (8,029) (18,660) - (26,689)
HAth & Other assets (769) (55) - (824)
WA TS HELR Financial guarantees 124,098 22,721 - 146,819
ERORYE Loan commitments 13,675 479 - 14,154
S AR Net reversal/(charge) of
IR~ (R impairmeng a||ov%a31ces 338,607  (107,165)  (385929)  (154,487)
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ASBEH (EfFEEMNE)
- SRR R A
- BREA

FoE S sy (R EfE
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- A E
- ERRH
- HAl

e

% BT
- Fwatias
- JEEE IS

HAr A S
- EaE
- HAil

12. Operating expenses

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

- outsourcing activities fee
- others
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Notes to the Interim Financial Information (continued)

FEERE PR
2019 ££ 2018 £

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT BT
HK$'000 HK$'000
748,932 772,437
94,760 103,239
843,692 875,676
7,287 137,199
24,812 27,882
32,655 32,143
64,754 197,224
236,830 102,953
4,486 800
2,455 584
220,958 196,107
171,956 179,402
1,545,131 1,552,746
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AR RS R R Notes to the Interim Financial Information (continued)

(&)
13. EEYIENEFIE 13, Net gain from fair value adjustments on investment properties
ZF g
FEERE PR R
2019 £ 2018 4F
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT T
HK$'000 HK$'000
BV A R ERE Net gain from fair value adjustments on investment
Wz properties 16,478 11,480
14. BE B - 28%F 14. Net gain from disposal/revaluation of properties, plant and
Btz s equipment
FELET FEGEE
2019 & 2018 4=
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT
HK$'000 HK$'000
VS S S R Net loss from disposal of equipment, fixtures and
Z TR fittings 9)
Bl EE P Net gain from revaluation of premises 1,043 4,072
1,034 4,072
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W R IR B T

AT
B
- JANET ARTH

EFIMIH
- JAPET ARTH
- R ARG

PRI
B 2R AR S g ]
BRI

HEAEMER HIZEEE
2019 4F b ARG EERR
WA R 16.5% (2018
1 16.5%) 1EHE - BN
FilZ Fidacid 2019 4 B
AL FERBR AR
KB REBFTEE R 2 BT
TEHE -

15. Taxation

Taxation in the income statement represents:

Notes to the Interim Financial Information (continued)

FEEEE PR
2019 ££ 2018 £
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT
HK$'000 HK$’000
Current tax
Hong Kong profits tax
- current period taxation 306,944 302,365
Overseas taxation
- current period taxation 154,591 5,644
- over-provision in prior periods (3,888) (1,779)
457,647 306,230
Deferred tax
Origination and reversal of temporary differences
and unused tax credits (156,191) 135,437
301,456 441,667

Hong Kong profits tax has been provided at the rate of 16.5% (2018: 16.5%) on the
estimated assessable profits arising in Hong Kong for the first half of 2019. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
2019 at the rates of taxation prevailing in the countries in which the Group operates.
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15.

16.

A (&)

A B2 | 3 A5 i gk 1) E 2R Y
HERH > BB R RIS
BIRETEABIIHARAT

FRA AT A

{5702 16.5% (2018 4F -
16.5%) I EAYFRIE

HAh B R M 2 R &

fEE IR Z YA

P AN AR B S

AREERRIIRL SRR

i AR AR eS8

A AR

NEZAN i)

TATREINE A T HEE SR

ST ARIH

35\

FAELEE R 2019 4E 6 H
30 HiMEEJRAYE (2018
FELPE ) -

Notes to the Interim Financial Information (continued)

15. Taxation (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% (2018: 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-provision in prior periods

Foreign withholding tax

Adjustment in respect of distribution payment for additional
equity instruments

Taxation charge

Effective tax rate

16. Dividends

FEGEHE FELEHEE
2019 ££ 2018 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT BT
HK$'000 HK$'000
2,403,820 2,861,208
396,630 472,099
(7,558) 46,497
(60,150) (59,659)
15,010 22,341

1 1

©) ©)

(3,888) (1,779)
266 1,019
(38,852) (38,849)
301,456 441,667
12.54% 15.44%

No dividend was declared for the half-year ended 30 June 2019 (first half of 2018: Nil).
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Notes to the Interim Financial Information (continued)

17. EFEHEE - R &E 17. Cash, balances and placements with banks and other financial

TBUSRA T R LA < s

A S K AR IR T e
il BRI R GSR

- B

- FRR SERITHAS R

- FERUERAT R ELA S i
TR &SRR

- FESRAT R HA R —
18 H N ETEZ 2 BT

WA
- B
¥ =

FESRAT R HA B ARAR —
E+EHNEIZE
liEeii

RIEEN
- B
- B

institutions

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

Impairment allowances
- Stage 1
- Stage 3

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

months

Impairment allowances

- Stage 1
- Stage 3
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#2019 4 J~ 2018 4
6 H30H 12 531 H
At 30 June At 31 December
2019 2018
BT BT T
HK$'000 HK$'000
703,821 613,576
14,561,922 18,342,154
6,010,748 9,943,606
11,005,045 27,754,729
32,281,536 56,654,065
(538) (902)
(21,790) -
32,259,208 56,653,163
14,649,583 18,209,253
(1,242) (1,616)
(55,881) -
14,592,460 18,207,637
46,851,668 74,860,800
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AR BRI EE Notes to the Interim Financial Information (continued)

(&)

18. A nfE# st A$B2: 18. Financial assets at fair value through profit or loss

ZEREE

BREMEDA R
EE(LETARE

Mandatorily measured at

fair value through
profit or loss

ok FEX G &t
Trading Non trading Total
#2019 &£ #2018 #2019 &£ #2018 #2019 &£ i 2018
6 H30H 12531 H 6 H30H 12531 H 6 H30H 12H31H
At 30 At 31 At 30 At 31 At 30 At 31
June December June December June December
2019 2018 2019 2018 2019 2018
BT AT BT AT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AN RESIEE At fair value
G653 Treasury bills 4,623,099 4,746,318 - - 4,623,099 4,746,318
HAth{&#%:5%  Other debt
securities 425,840 61,051 - - 425,840 61,051
5,048,939 4,807,369 - - 5,048,939 4,807,369
Wefreszs Equity securities - - 81,777 85,827 81,777 85,827
HoAth Others - - 7,052,388 3,786,290 7,052,388 3,786,290
5,048,939 4,807,369 7,134,165 3,872,117 12,183,104 8,679,486

201946 H30 H &
B FE B LA s ALET
AfHts 2 Rl & E (2018
HFI12H31H ) -

At 30 June 2019, there was no financial assets designated at fair value through profit or loss
(31 December 2018: Nil).
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Notes to the Interim Financial Information (continued)

18. Financial assets at fair value through profit or loss (continued)

Financial assets at fair value through profit or loss are analysed by place of listing as follows:

AR
EZ( et AtBeR
Mandatorily measured at
fair value through
profit or loss
R IS
Trading Non trading

#2019 4F 20184 20194 20184
6H30H 12F31H 6H30H 12F31H

At 30 At 31 At 30 At 31
June December June December
2019 2018 2019 2018
BT BT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
Debt securities
Unlisted 5,048,939 4,807,369 - -
Equity securities
Listed - - 81,777 85,827
Others
Unlisted - - 7,052,388 3,786,290
5,048,939 4,807,369 7,134,165 3,872,117
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Notes to the Interim Financial Information (continued)

18. Financial assets at fair value through profit or loss (continued)

Financial assets at fair value through profit or loss are analysed by type of issuer as follows:

Sovereigns

Banks and other financial
institutions

Corporate entities

LA
EZ(bat AtBeR
Mandatorily measured at
fair value through
profit or loss

Rtk RS

Trading Non trading
#2019 &£ i 2018 47 i 2019 &£ #2018
6 H30H 12 H31H 6 H30H 12531 H
At 30 At 31 At 30 At 31
June December June December
2019 2018 2019 2018
AT AT BAETT BT
HK$'000 HK$'000 HK$'000 HK$'000
4,623,099 4,746,318 - -
425,840 61,051 7,052,388 3,786,290
- - 81,777 85,827
5,048,939 4,807,369 7,134,165 3,872,117

19. Derivative financial instruments

The Group enters into the following exchange rate, interest rate and commodity 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.
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Notes to the Interim Financial Information (continued)

19. Derivative financial instruments (continued)

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.

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 or metal prices relative to their terms. The aggregate
fair values of derivative financial instruments can fluctuate significantly from time to time.
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Notes to the Interim Financial Information (continued)

19. Derivative financial instruments (continued)

The following tables summarise the contract/notional amounts of each class of derivative

financial instrument as at 30 June 2019 and 31 December 2018:

#H2019%F6 H30H
At 30 June 2019

RRGRA
HgEhA
Not qualified for
== JE hedge “Est
Trading Hedging accounting Total
BT BT BT AT
HK$'000 HK$'000 HK$'000 HK$'000
Exchange rate contracts
Spot and forwards 18,509,990 - - 18,509,990
Swaps 34,956,273 - - 34,956,273
Foreign currency
options
- Options purchased 1,470,858 - - 1,470,858
- Options written 1,470,858 - - 1,470,858
56,407,979 - - 56,407,979
Interest rate contracts
Swaps 57,764,948 4,747,233 - 62,512,181
Commodity contracts 1,223,317 - - 1,223,317
115,396,244 4,747,233 - 120,143,477
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Notes to the Interim Financial Information (continued)

19. Derivative financial instruments (continued)

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency

options
- Options purchased
- Options written

Interest rate contracts
Swaps

Commodity contracts

2018 12 H 31 H
At 31 December 2018

&R

HrrgEtik
= T\ Y e Not qualified for [EE
Trading Hedging hedge accounting Total
BT BT BT T
HK$'000 HK$'000 HK$'000 HK$'000
21,043,152 - - 21,043,152
12,905,878 - - 12,905,878
1,324,545 - - 1,324,545
1,324,545 - - 1,324,545
36,598,120 - - 36,598,120
54,650,193 - - 54,650,193
584,260 - - 584,260
91,832,573 - - 91,832,573

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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19. £74&FTHE (&) 19. Derivative financial instruments (continued)

TR ST E SR T The following tables summarise the fair values of each class of derivative financial
EHr 201946 H 30 HE instrument as at 30 June 2019 and 31 December 2018:
2018 4F 12 H 31 HZ A f
&
#2019 6 H30H
At 30 June 2019
AREEE AREAER
Fair value assets Fair value liabilities
RRFEERA RRFEERA
B EEtA BrEetiA
Not Not
qualified qualified

BHE  EREEMW  for hedge 4z HYE JAREMH  for hedge wEst
Trading Hedging accounting Total  Trading Hedging accounting Total

By

ARTIT EBETT  BRTRT BT BETT BRTE BT BRTR
HK$'000 ~ HK$000 HK$000 HK$000 HK$000 HK$000  HK$000 HK$000

PEREL Exchange rate
contracts
ElEhSa =y Spot and
forwards 384,269 - - 384,269 (160,832) - - (160,832)
FLHA Swaps 244,962 - - 244,962 (155,506) - - (155,5086)
SNEESS 5 HtE Foreign
currency
options
- B AHARE - Options
purchased 16,479 - - 16,479 - - - -
- - Options
written - - - - (16,485) - - (16,485)

645,710 - - 645710 (332,823) - - (332,823)

FIRGL Interest rate
contracts
et Swaps 44,665 - - 44665 (42,519) (119,623) - (162,142)

PmEEy Commodity
contracts 112,387 - - 112,387  (12,399) - - (12,399)

802,762 - - 802,762 (387,741) (119,623) - (507,364)
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19. $74Ee T H (&) 19. Derivative financial instruments (continued)
#2018 412 H 31 H
At 31 December 2018
ARMEERE AYINIER=Li
Fair value assets Fair value liabilities
FEaRA R ERA
HiHEIA gt
Not Not
qualified qualified
HE T for hedge HEET HE  JEEd for hedge Hat
Trading Hedging accounting Total Trading Hedging accounting Total
BT B TT AT ENTT BRI AT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000  HK$'000
FEREY Exchange rate
contracts
B A A Spot and
forwards 484,524 - - 484,524 (221,527) - - (221,527)
FEHA Swaps 97,484 - - 97,484  (80,317) - - (80,317)
HNERZ 7 I Foreign
currency
options
- HEAHIE - Options
purchased 23,314 - - 23,314 (2,017) - - (2,017)
- E AR - Options
written 1,550 - - 1,550 (23,105) - - (23,105)
606,872 - - 606,872 (326,966) - - (326,966)
FIEREL Interest rate
contracts
i Swaps 21,519 - - 21519 (21,745) - - (21,745)
P g Commodity
contracts 26,330 - - 26330 (5,216) - - (5,216)
654,721 - - 654,721 (353,927) - - (353,927)
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Notes to the Interim Financial Information (continued)

19. 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.

7 2019 £ #2018 &£
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BETIT BT
HK$'000 HK$'000

Exchange rate contracts
Forwards 284,901 372,327
Swaps 236,566 147,900

Foreign currency options
Options purchased 34,730 40,363
556,197 560,590

Interest rate contracts

Swaps 11,771 120
Commodity contracts 2,983 R
570,951 560,710

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$460,845,000 (31 December 2018: HK$287,847,000) and the effect of
valid bilateral netting agreements amounted to HK$176,741,000 (31 December 2018:
HK$89,868,000).
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Notes to the Interim Financial Information (continued)

20. Advances and other accounts

Personal loans and advances
Corporate loans and advances

Advances to customers
Impairment allowances

Trade bills
Impairment allowances

Advances to banks and other financial institutions
Impairment allowances

2019 £ i 2018 4F

6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BETT BT
HK$'000 HK$'000
50,611,866 44,406,428
212,544,248 210,586,495
263,156,114 254,992,923
(3,022,704) (2,897,474)
260,133,410 252,095,449
1,738,270 835,545
(42) (125)
1,738,228 835,420
55,761 -
(55,761) -
261,871,638 252,930,869

As at 30 June 2019, advances to customers included accrued interest of HK$732,186,000

(31 December 2018: HK$736,489,000).
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20. R HAAEIE (&) 20. Advances and other accounts (continued)

T HURE 2 fi 7 2 S E 3K Gross advances and other accounts before impairment allowances are analysed by internal
o HoA HE TE N S & R credit grade and stage classification as follows:.
P PEBE AU

W 201946 530 H
At 30 June 2019

e BRE  E=EREE fast
Stage 1 Stage 2 Stage 3 Total
BT BETL BT BT
HK$'000 HK$'000 HK$'000 HK$'000
EEER Advances to customers
=y Pass 256,087,971 2,258,352 - 258,346,323
TRERE Special mention 1,478,103 1,197,660 - 2,675,763
RARELLUT Substandard or below - - 2,134,028 2,134,028
257,566,074 3,456,012 2,134,028 263,156,114
HE5EE Trade bills
= Pass 1,738,270 - - 1,738,270
SRIT R Hfttn SRR RE R Advances to

banks and other
financial institutions
REPELLT Substandard or below - - 55,761 55,761

qast Total 259,304,344 3,456,012 2,189,789 264,950,145
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20. R HAAEIE (&) 20. Advances and other accounts (continued)

HEEK
“atd
BT
TEREELT

EGES:

“atd

Haat

ik

Advances to customers
Pass

Special mention
Substandard or below

Trade bills
Pass

Total

83

#2018 12 H 31 H
At 31 December 2018

FTEE EUREER BEREE HHE
Stage 1 Stage 2 Stage 3 Total
BT T BT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000
248,960,066 534,658 - 249,494,724
2,442,206 1,446,008 4,159 3,892,373
- - 1,605,826 1,605,826
251,402,272 1,980,666 1,609,985 254,992,923
835,545 - - 835,545
252,237,817 1,980,666 1,609,985 255,828,468
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20. R HAAEIE (&) 20. Advances and other accounts (continued)
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7 2019 ££6 H 30 H

At 1 January 2019
Addition
Derecognised or repaid (excluding written off)

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Impact on period end ECLs of exposures
transferred between stages during the period

Unwind of discount on impairment allowances

Changes to inputs used for impairment
calculations

Recoveries

Loans written off

Exchange difference

At 30 June 2019

84

An analysis of changes in the corresponding impairment allowances is, as follows:

o124 EREE E=REE &t
Stage 1 Stage 2 Stage 3 Total
AR AT BT AR
HK$'000 HK$'000 HK$'000 HK$'000
(1,465,698) (175,629) (1,256,272) (2,897,599)
(539,164) (55,761) (594,925)
341,658 43,967 164,980 550,605
(1,157) 1,157 - -
8,345 (8,358) 13 -
39,768 83,402 (123,170) -
1,347 (162,281) (663,305) (824,239)

R 1,304 1,304

376,348 11,980 (75,676) 312,652

- (13,609) (13,609)

- 375,083 375,083

(2,041) 1,857 12,405 12,221
(1,240,594) (203,905) (1,634,008) (3,078,507)
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Notes to the Interim Financial Information (continued)

At 1 January 2018

As previously reported

Opening adjustments

Balance after opening adjustments

Addition

Derecognised or repaid (excluding
written off)

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Impact on period end ECLs of
exposures transferred between
stages during the period

Unwind of discount on impairment
allowances

Changes to inputs used for
impairment calculations

Recoveries

Loans written off

Exchange difference

At 31 December 2018

85

G

{E 5 FAS

Collectively

and
ETEE IR E=IEEE  individually HaEt
Stage 1 Stage 2 Stage 3 assessed Total
BT AT AT AT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
- - - (2,036,814) (2,036,814)
(1,801,435) (141,397) (826,406) 2,036,814 (732,424)
(1,801,435) (141,397) (826,406) - (2,769,238)
(807,298) - - - (807,298)
801,017 87,518 290,322 - 1,178,857
(3,955) 3,955 - - -
1,632 (1,632) - - -
5,763 20,671 (26,434) - -
3,669 (162,671) (1,585,602) - (1,744,604)
- - 1,882 - 1,882
276,632 2,683 (41,591) - 237,724
- - (20,714) - (20,714)
- - 910,172 - 910,172
58,277 15,244 42,099 - 115,620
(1,465,698) (175,629) (1,256,272) - (2,897,599)
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21. &RE 21. Financial investments
201946 530 H
At 30 June 2019
BIA B bat
AHA 2 B
At fair value
through other [DlEgsAIEETE
comprehensive At amortised Wt
income cost Total
BT BT BT T
HK$'000 HK$'000 HK$'000
%73 Treasury bills 50,558,875 585,502 51,144,377
HAth{F55:8 4 Other debt securities 56,888,919 1,962,363 58,851,282
107,447,794 2,547,865 109,995,659
TG Certificates of deposit 27,660,646 157,555 27,818,201
B8 75 AT GG AR Total debt securities and
certificates of deposit 135,108,440 2,705,420 137,813,860
TREAES Impairment allowances
- EPEE - Stage 1 - (570) (570)
135,108,440 2,704,850 137,813,290
HAth Others - 1,826,994 1,826,994
TREAE Impairment allowances
- R - Stage 1 - (39,981) (39.981)
- 1,787,013 1,787,013
M35 77 Equity securities 31,200 - 31,200
135,139,640 4,491,863 139,631,503
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Notes to the Interim Financial Information (continued)

21. Financial investments (continued)

#2018 12 H 31 H
At 31 December 2018

DA refE 8 LR
AF M2 g
At fair value
through other
comprehensive DUEERIA (R Hast
income At amortised cost Total
BT AT AT
HK$'000 HK$°000 HK$'000
Treasury bills 45,245,303 737,024 45,982,327
Other debt securities 46,698,569 2,172,853 48,871,422
91,943,872 2,909,877 94,853,749
Certificates of deposit 20,990,827 157,176 21,148,003
Total debt securities and
certificates of deposit 112,934,699 3,067,053 116,001,752
Impairment allowances
- Stage 1 - (626) (626)
112,934,699 3,066,427 116,001,126
Others - 2,182,333 2,182,333
Impairment allowances
- Stage 1 - (65,139) (65,139)
- 2,117,194 2,117,194
Equity securities 31,833 - 31,833
112,966,532 5,183,621 118,150,153
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Notes to the Interim Financial Information (continued)

21. Financial investments (continued)

Financial investments is analysed by place of listing as follows:

# 201946 H 30 H
At 30 June 2019

Bl sefa B bat
AHA2E R

At fair value through

other comprehensive DB SR AET B
income At amortised cost
BT AT
HK$'000 HK$'000
Debt securities and certificates of deposit
- Listed in Hong Kong 9,453,844 701,219
- Listed outside Hong Kong 10,798,395 1,260,763
20,252,239 1,961,982
- Unlisted 114,856,201 742,868
135,108,440 2,704,850
Others
- Unlisted 1,787,013
Equity securities
- Unlisted 31,200
Total 135,139,640 4,491,863
Market value of listed securities at
amortised cost 1,970,400

88




) NCB #:f 7% 441

T HAR B BRI EE Notes to the Interim Financial Information (continued)
(&)

21. &RpiLE (&/) 21. Financial investments (continued)

#20184F 12 H31 H
At 31 December 2018

PAA refE 8 LET

A A2 U AR

At fair value through
other comprehensive DUERECA ST &

income At amortised cost
AT AT
HK$'000 HK$'000
(EF558 5 AT Debt securities and certificates of deposit
- REALET - Listed in Hong Kong 10,229,994 817,156
- READSN T - Listed outside Hong Kong 10,757,679 1,237,813
20,987,673 2,054,969
- JEEmH - Unlisted 91,947,026 1,011,458
112,934,699 3,066,427
HAth Others
- JEEH - Unlisted - 2,117,194
Rt Equity securities
- JE b - Unlisted 31,833
4=t Total 112,966,532 5,183,621
DR st &2 Bl Market value of listed securities at
S THE amortised cost 2,026,321
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Notes to the Interim Financial Information (continued)

21. Financial investments (continued)

Financial investments is analysed by type of issuer as follows:

R 201946 H 30 H
At 30 June 2019

Blamelag{bat
AR 2 E
At fair value through

other comprehensive DR AfEST &

income At amortised cost

BT AT

HK$'000 HK$'000

Sovereigns 50,637,101 585,346
Public sector entities* 2,785,655 -
Banks and other financial institutions 60,170,653 3,906,517
Corporate entities 21,546,231 -
135,139,640 4,491,863

2018412 H 31 H
At 31 December 2018
PAAS refE#E LET
AF MW RS
At fair value through
other comprehensive DL eRAES =

income At amortised cost

BT BT

HK$'000 HK$'000

Sovereigns 45,421,429 736,842
Public sector entities* 996,867 -
Banks and other financial institutions 52,653,483 4,446,779
Corporate entities 13,894,753 -
112,966,532 5,183,621

* As at 30 June 2019, included financial investments at fair value through other comprehensive income of
HK$2,785,655,000 which are eligible to be classified as public sector entities under the Banking (Capital)
Rules.

* As at 31 December 2018, included financial investments at fair value through other comprehensive income
of HK$996,867,000 which are eligible to be classified as public sector entities under the Banking (Capital)
Rules.
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VNIl e
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Notes to the Interim Financial Information (continued)

22. Investment properties

#2019 £ #2018 &

6 H30H 12 H31H

At 30 June At 31 December

2019 2018

BT AT

HK$'000 HK$'000

At 1 January 331,942 302,702
Fair value gains 16,478 29,240
348,420 331,942

At period/year end
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23. W5k ~ 25M Rt

201941 H1H

PR Z BRI FHE

BT B Bl AERZE 16
SRARE

IR (R G

i
i

Hfh

AETE CHfEE12)
e 52 72
201946 H30HZ
HETE P H

# 201946 H 30 H

DENEEGEYE

i

#+ 201946 H 30 H
IREDFE

bt E 2 A B A
SIPTAIT -

201946 H 30 H
FRAE
FflE

At 1 January 2019
Net book value as previously reported
Effect of adoption of

HKFRS 16

Balance after opening adjustments

Additions

Disposals

Revaluation

Depreciation for the period (Note 12)
Exchange difference

Net book value at
30 June 2019

At 30 June 2019
Cost or valuation
Accumulated depreciation

Net book value at
30 June 2019

The analysis of cost or valuation of the above assets is as follows:

At 30 June 2019
At cost
At valuation
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23. Properties, plant and equipment

Notes to the Interim Financial Information (continued)

Bef - EiE
BN

Equipment,  {fAE&E
BE fixtures Right-of-use et
Premises and fittings assets Total
BT B¥TT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
7,420,921 387,670 - 7,808,591
- - 599,748 599,748
7,420,921 387,670 599,748 8,408,339
58,808 69,904 145,939 274,651
- (101) - (101)
120,261 - - 120,261
(67,384) (37,306) (132,140) (236,830)
(1,270) (204) 512 (962)
7,531,336 419,963 614,059 8,565,358
7,531,336 1,148,346 744,712 9,424,394
- (728,383) (130,653) (859,036)
7,531,336 419,963 614,059 8,565,358
- 1,148,346 744,712 1,893,058
7,531,336 - - 7,531,336
7,531,336 1,148,346 744,712 9,424,394




5 NCB 1§ 3% 441

AR BRI EE Notes to the Interim Financial Information (continued)
(&)
23. W ~ B R 23. Properties, plant and equipment (continued)
(&|)
e~ [EE R
&
BE  Equipment, fixtures 4=t
Premises and fittings Total
T AT T
HK$'000 HK$'000 HK$'000
2018 FE1H1H> Net book value at
HEmESHE 1 January 2018 7,173,898 213,083 7,386,981
e Additions 5,294 252,769 258,063
HE Disposals - (1,327) (1,327)
EEUn Revaluation 405,952 - 405,952
R Depreciation for the year (130,055) (73,320) (203,375)
[ G DN Transfer (out)/in (563) 563 -
bE 2 %E Exchange difference (33,605) (4,098) (37,703)
2018412 H 31 H> Net book value at
HRHFHE 31 December 2018 7,420,921 387,670 7,808,591
2018412 H 31 H At 31 December 2018
D &NEERRIE Cost or valuation 7,420,921 1,091,331 8,512,252
BEtHrE Accumulated depreciation - (703,661) (703,661)
2018412 H 31 H> Net book value at
HRHFHE 31 December 2018 7,420,921 387,670 7,808,591
altE E 2 A EE S E The analysis of cost or valuation of the above assets is as follows:
SIFTAIE -
#2018 £ 12 H 31 H At 31 December 2018
FERAME At cost - 1,091,331 1,091,331
b E At valuation 7,420,921 - 7,420,921
7,420,921 1,091,331 8,512,252
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AR RS R R Notes to the Interim Financial Information (continued)

(&)
24, BEfnEE 24. Other assets
#2019 4 #2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT ST
HK$'000 HK$'000
Bl Repossessed assets 88,625 84,893
BB Precious metals 216,352 232,889
TEHETE K, P~ 2 Accounts receivable and prepayments 1,378,841 2,091,977
1,683,818 2,409,759
BB (S Impairment allowances
o T - Stage 1 (2,711) (1,201)
- EFEE - Stage 2 (1) (11)
- B - Stage 3 (2,767) (13)
(5,479) (1,225)
1,678,339 2,408,534
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

25. AfEEMEETAIEZE  25. Financial liabilities at fair value through profit or loss
ZERaR

2019 £ i 2018 4
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT BT
HK$'000 HK$'000
5 Trading
- YNEELG TS N ESH - Short positions in Exchange Fund Bills and Notes
pish oA 4,302,122 4,803,277
2019446 H30H % At 30 June 2019, there was no financial liabilities designated at fair value through profit or
B HE B LA e EELET loss (31 December 2018: Nil).

A emaE (2018
HF12H31H: ) -
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Notes to the Interim Financial Information (continued)

26. Deposits from customers

Demand deposits and current accounts
- corporate
- personal

Savings deposits
- corporate
- personal

Time, call and notice deposits
- corporate
- personal

27. EB{TEBEESENIFE 27. Debt securities and certificates of deposit in issue

e

B RPRGE
PN
- Rk
- MRS

Debt securities and certificates of deposit, at
amortised cost
- Certificates of deposit
- Other debt securities
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#2019 4 2018 £
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT AT
HK$'000 HK$'000
35,327,684 42,798,266
3,233,500 3,304,550
38,561,184 46,102,816
20,446,069 20,322,427
41,721,729 41,665,453
62,167,798 61,987,880
152,197,042 154,841,128
100,823,526 81,273,115
253,020,568 236,114,243
353,749,550 344,204,939
it 2019 £ 72 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT BT T
HK$'000 HK$'000
4,816,110 2,943,307
9,293,335 9,249,667
14,109,445 12,192,974
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AR RS R R Notes to the Interim Financial Information (continued)

(&)
28. H ARV R EMH 28. Other accounts and provisions
#2019 &£ i 2018 £
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT T AT
HK$'000 HK$'000
THEAE Lease liabilities 594,095
HAh FE( IR Other accounts payable 14,158,894 18,847,830
el Provisions 58,627 63,689
EHOKEE KA SR A TE Impairment allowances for loan commitments and
VERIER 2 financial guarantee contracts
- ERE - Stage 1 164,213 184,811
- ERE - Stage 2 15 8
- BPEER - Stage 3 41,606 -
15,017,450 19,096,338
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RIERAEIRIEE G
HAIEHELI25% TS 5T
B EAR IR EE

29. Deferred taxation

SRLELAE A o A B A
M TH B R BT IR 1 2 8

TEfEH -

BEEARENZEENRIH

information in accordance with HKAS 12 “Income Taxes”.

Notes to the Interim Financial Information (continued)

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

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

(FE) /AEXEAS - and the movements during the first half of 2019 and the year ended 31 December 2018 are
PAR HAE 20194 | 4F K as follows:
# 22018412 H31H (-4
fEZ EFAT -
A 201946 H30H
At 30 June 2019
DuEETE
e
Accelerated VIR WEREE
tax Property ] Impairment Hith dEst
depreciation revaluation Losses allowance Other Total
BT BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A 2019 At 1 January
1A1H 2019 35,163 1,165,740 - (415,874) (56,541) 728,488
st/ (E50) Charged/(credited)
Wz (Ffat to income
15) statement (Note
15) 933 28 - (123,319) (33,833) (156,191)
a0 Hofth 2 Charged to other
Wgs comprehensive
income - 13,383 - - 26,529 39,912
PRS2 7240 Exchange difference - (214) - 3,633 (1,455) 1,964
#2019 4 At 30 June
6 H30H 2019 36,096 1,178,937 - (535,560) (65,300) 614,173
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HHARA RS B Notes to the Interim Financial Information (continued)
(&)

29. PRIEMIE (&) 29. Deferred taxation (continued)

#2018 412 H 31 H
At 31 December 2018

TR
Tt EH B o
Accelerated YZEE L BB REH
tax Property 518 Impairment HAth st
depreciation revaluation Losses allowance Other Total
HHETIT AT BHETIT HHETIT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2018 At 1 January
1H1H 2018
FHAZIMR As previously
reported 31,709 1,116,615 - (278,577) (302,485) 567,262
LS Opening
adjustments - - - (261,299) 3,837 (257,462)
HRW) AR % bR Balance after
#H opening
adjustments 31,709 1,116,615 - (539,876) (298,648) 309,800
EEmiEn=a Charged to income
statement 3,454 46 - 108,590 63,868 175,958
a0 Hofth 2 Charged to other
Wgs comprehensive
income - 53,892 - - 174,171 228,063
PR $2 72 4H Exchange difference - (4,813) - 15,412 4,068 14,667
2018 & At 31 December
12 H31H 2018 35,163 1,165,740 - (415,874) (56,541) 728,488
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AR RS ORI e Notes to the Interim Financial Information (continued)
(&)

29. IREME (&) 29. Deferred taxation (continued)
EAEEEAN IR ER Deferred tax assets and liabilities are offset on an individual entity basis when there is a
IHE E BN A RIEAGEK legal right to set off current tax assets against current tax liabilities and when the deferred
B T ARAERG I B[R] — taxation relates to the same authority. The following amounts, determined after appropriate
BURR > B PTRHE A AR offsetting, are shown in the balance sheet:

HRAEFR I A i PR FERR TH
RFEGAHIEE- T IERE
REEANTIRZ &5 Eat

NS
A 2019 £ 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT AT
HK$'000 HK$'000
BRI S Deferred tax assets (230,811) (46,836)
IRIEFIE A& Deferred tax liabilities 844,984 775,324
614,173 728,488
7 2019 4 A 2018 4
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT BT
HK$'000 HK$'000
IRAEFRIEE A (i 12 {4 Deferred tax assets to be recovered after more than
Higugml) twelve months (290,360) (153,936)
PRAEFRTE & (i (i 12 {H Deferred tax liabilities to be settled after more than
HEZT) twelve months 946,299 923,694
655,939 769,758
201946 H30H » & As at 30 June 2019, the Group has not recognised deferred tax assets in respect of tax
EE R IR IR IEE losses amounting to HK$2,278,000 (31 December 2018: HK$2,294,000). These tax losses
2B B BB do not expire under the current tax legislation.

2,278,000 7T (2018 £ 12
F 31 H : i 2,294,000
Jo) - EREATIRG > A
MBS A TEREHAIR -
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AR RS R R Notes to the Interim Financial Information (continued)

(&)
30. A 30. Share capital
#2019 &£ 2018 £
6 §H30H 12 H31H
At 30 June At 31 December
2019 2018
BT BT
HK$'000 HK$'000
EEITREVE * Issued and fully paid:
7,000,000 F&3-impss 7,000,000 ordinary shares 3,144,517 3,144,517
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Notes to the Interim Financial Information (continued)

31. Additional equity instruments

#2019 £ #2018 &£
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT BT
HK$'000 HK$'000
US$1,200 million perpetual non-cumulative
subordinated additional tier 1 capital securities 9,314,890 9,314,890

On 2 June 2017, the Bank issued perpetual non-cumulative subordinated additional tier 1
capital securities (“additional equity instruments”) with a face value of US$1,200 million
(equivalent to HK$9,315 million net of related issuance costs). The additional equity
instruments are perpetual and bear a 5.00% coupon until the first call date on 2 June 2022.
The coupon will be reset every five years if the additional equity instruments are not
redeemed to a fixed rate equivalent to the then-prevailing five-year US Treasury rate plus a
fixed initial spread.

The coupon shall be payable semi-annually. The Bank has the right to cancel coupon
payment (subjected to the requirement as set out in the terms and conditions of the
additional equity instruments) and the coupon cancelled shall not be cumulative. However,
the Bank is stopped from declaring dividend to its ordinary shareholders unless the next
scheduled coupon payment is paid.

The principal of the additional equity instruments will be written down to the amount as
directed or agreed with the HKMA if the HKMA natifies the Bank that the Bank would become
non-viable if there is no written down of the principal.

The Bank has a call option to redeem all the outstanding additional equity instruments from 2
June 2022 or any subsequent coupon payment date, but subject to restriction as set out in
the terms and conditions.

The Bank has distributed coupon payment for additional equity instruments for US$30
million on 3 June 2019 (31 December 2018: US$60 million).
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32. HELESHERES 32. Notes to condensed consolidated cash flow statement

Wiz

() &ERAIBEERIIAT
EBHE I RAY

R

KB A

I

TR EAE R
PrEL A AE (A ]

ELiisH 2 R (kR E]

FED
HEA AN ESH
JREIHHE®E 3 [EHZ

T IURAT o FLAh i

TR SR 2 )
JREIHH & 3 [EH 2

FESRAT R HA - Rl

> MR
AR AdER
SR B
(TR T E >
AR AR 2
SRTE Y B
oft e
ST R E A
TR R )
AR AdER
SR B8
EEE B
S R
R ) B

PREE AT TR

&
WEEBIHERET
BfE
- BUHIE
- EAFE
- BUEE

Operating profit

Depreciation

Net charge of impairment allowances

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

Interest expense on lease liabilities

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 financial investments

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 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 inflow before
taxation

FEGEHE FEERE
2019 £ 2018 &

6 H30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2019 2018
AT AT
HK$'000 HK$’000
2,386,308 2,845,656
236,830 102,953
641,850 154,487
(1,304) 1,172)
(361,474) (131,093)
12,181 -
(1,280,286) 1,260,272
4,429,069 2,517,669
(3,360,094) (5,489,484)
5,396 (183,578)
(9,121,677) (25,637,557)
(24,763,920) 7,400,968
700,424 1,455,273
(3,244,956) (7,427,305)
(501,155) (113,669)
9,544,611 6,938,853
(4,694,036) 525,596
(238,907) 5,104

(29,611,140)

(15,777,027)

7,324,881
(3,910,305)
1,455

6,621,037
(3,144,731)
2,080
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(b) Analysis of the balances of cash and cash equivalents

Notes to the Interim Financial Information (continued)

32. Notes to condensed consolidated cash flow statement (continued)

2019 4£ #2018 &
6 H30H 6 H30H
At 30 June At 30 June
2019 2018
AT BT
HK$'000 HK$'000
Cash and balances with banks and other
financial institutions with original maturity
within three months
19,526,075 35,764,421
Placements with banks and other financial
institutions with original maturity within three
months 1,969,123 3,128,896
Treasury bills with original maturity within three
months 4,951,351 6,366,923
Certificates of deposit held with original maturity
within three months 166,352 -
26,612,901 45,260,240
(c) Changes in liabilities arising from financing activities
2019 4£ #2018 &£
6 H30H 6 H30H
At 30 June At 30 June
2019 2018
AT BT
HK$'000 HK$'000
Debt securities and
certificates of deposit in issue
At 1 January 12,192,974 6,781,208
Issuance during the period 1,916,471 137,816
At 30 June 14,109,445 6,919,024
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33. Contingent liabilities and commitments

Notes to the Interim Financial Information (continued)

The following is a summary of the contractual amounts of each significant class of contingent
liability and commitment and the aggregate credit risk-weighted amount and is prepared with
reference to the completion instructions for the HKMA return of capital adequacy ratio.

Direct credit substitutes

Transaction-related contingencies

Trade-related contingencies

Asset sales with recourse

Commitments that are unconditionally cancellable
without prior notice

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

Credit risk-weighted amount

#2019 4£ A 2018 4F

6 H30H 12H31H
At 30 June At 31 December
2019 2018
AT AT
HK$'000 HK$'000
13,036,668 13,326,060
1,135,033 1,560,189
13,870,208 13,337,662
760,875 2,543
73,704,804 69,006,530
2,743,618 2,950,207
14,898,624 12,979,562
120,149,830 113,162,753
20,116,048 19,078,235

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

characteristics of each type of contract.
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

34, EREE 34. Capital commitments
REERP A T EA & The Group has the following outstanding capital commitments not provided for in this interim
R 2 B AR RIS financial information:
wr e
7 2019 4 7 2018 &£
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT P AT
HK$'000 HK$'000
Bt AR R R4 E R Authorised and contracted for but not provided for 117,053 87,160
Bt A E R LY Authorised but not contracted for 7,602 395
124,655 87,555
DA EEARIE K 57 Rl The above capital commitments mainly relate to commitments to purchase computer
W A EE RS R R > DA equipment and software, and to renovate the Group’s premises.
MAEEZ EFEETHE
ZHEAE
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

35. KBFHERE 35. Operating lease commitments
(@) fERZMA (a) As lessee
TRIEAR 0] N 2 &2 The Group has commitments to make the following future minimum lease payments under
HEEY > THBEAR non-cancellable operating leases:
FEEARRA M E K
W& PR RS AN 2 A
4
#2018 4
12 531 H
At 31 December
2018
AT
HK$'000
TR AT Land and buildings
- Rl 14 - Not later than one year 250,599
-1 EE S ER - Later than one year but not later than
five years 435,114
-5 % - Later than five years 8,587
694,300
HoAt R Other commitments
- it 14 - Not later than one year 793
- 14D EZE 5 4ERN - Later than one year but not later than five
years 242
695,335
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Notes to the Interim Financial Information (continued)

35. Operating lease commitments (continued)

(b) As lessor

The Group has contracted with tenants for the following future minimum lease
receivables under non-cancellable operating leases:

2019 £ A 2018 4E
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT T BT
HK$'000 HK$’000
Land and buildings
- not later than one year 14,398 11,735
- later than one year but not later than five
years 7,464 10,248
- Later than five years - 546
21,862 22,529

The Group leases its investment properties (Note 22) under operating lease arrangements,
with leases typically for a period from one to five years. The terms of the leases generally
require the tenants to pay security deposits.
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Notes to the Interim Financial Information (continued)

36. 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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36. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial Information (continued)

BASHT T
Personal Corporate uy=c 51 BE Hith Nt =i 5EE
Banking Banking Treasury  Investment Others Subtotal  Eliminations Consolidated
AT AT AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Half-year ended
30 June 2019
Net interest (expense)/income
- external (435,749) 2,358,202 1,401,745 - - 3,324,198 - 3,324,198
- inter-segment 953,883 (73,868) (880,015) - - -
518,134 2,284,334 521,730 - 3,324,198 3,324,198
Net fee and commission
income/(expense) 377,118 460,105 16,803 568 (1,008) 853,586 - 853,586
Net trading gain/(loss) 16,533 12,443 40,432 2,863 4) 72,267 72,267
Net gain on financial
instruments at fair value
through profit or loss - - 134,840 - 134,840 134,840
Net gain on other financial
assets - 79,407 99,613 - 179,020 179,020
Other operating
iincome - - - 71,336 2,683 74,019 (64,641) 9,378
Net operating income before
impairment allowances 911,785 2,836,289 813,418 74,767 1,671 4,637,930 (64,641) 4,573,289
Net reversal/(charge) of
impairment allowances 139,512  (719,321) (60,561) - (1,480)  (641,850) - (641,850)
Net operating income 1,051,297 2,116,968 752,857 74,767 191 3,996,080 (64,641) 3,931,439
Operating expenses (544,799) (765,851) (53,532) (186,449) (59,141)  (1,609,772) 64,641  (1,545,131)
Operating profit/(loss) 506,498 1,351,117 699,325 (111,682) (58,950) 2,386,308 2,386,308
Net gain from fair value
adjustments on investment
properties - - - 16,478 - 16,478 16,478
Net gain from disposal/
revaluation of properties,
plant and equipment - - - 1,034 - 1,034 1,034
Profit/(loss) before taxation 506,498 1,351,117 699,325 (94,170) (58,950) 2,403,820 - 2,403,820
At 30 June 2019
Assets
Segment assets 53,064,187 211,342,988 198,463,372 8,945,667 357,715 472,173,929 - 472,173,929
Liabilities
Segment liabilities 147,387,801 218,440,794 45,870,054 3,468 3,176,421 414,878,538 - 414,878,538
Half-year ended
30 June 2019
Other information
Capital expenditure - - - 128,712 128,712 128,712
Depreciation 26,557 12,570 577 186,444 10,682 236,830 - 236,830
Amortisation of securities - - 382,375 382,375 382,375
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30 June 2018

Net interest (expense)/income
- external

- inter-segment

Net fee and commission
income/(expense)

Net trading gain/(loss)

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

Net gain on other financial
assets

Other operating
(expense)fiincome

Net operating income before
impairment allowances

Net charge of impairment
allowances

Net operating income

Operating expenses

Operating profit/(loss)

Net gain from fair value
adjustments on investment
properties

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

Profit/(loss) before taxation

At 31 December 2018
Assets
Segment assets

Liabilities
Segment liabilities

Half-year ended

30 June 2018

Other information

Capital expenditure
Depreciation
Amortisation of securities

36. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial Information (continued)

ELASRT BFEET
Personal Corporate MRS Fite=1 it Nt LT g
Banking Banking Treasury Investment Others Subtotal  Eliminations ~ Consolidated
AT AT AT HRETT AT AT HTT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(15,197) 2,305,337 922,692 - 3,212,832 3,212,832
465,010 (2,911) (462,099) - - -
449,813 2,302,426 460,593 - 3,212,832 3,212,832
379,826 466,979 22,852 20 (917) 868,760 - 868,760
16,441 51,190 60,525 (21,185) (89) 106,882 - 106,882
- - 277,486 - 277,486 277,486
- 72,985 2,643 - 75,628 75,628
1) - (7) 71,826 4,342 76,160 (64,859) 11,301
846,079 2,893,580 824,092 50,661 3,336 4,617,748 (64,859) 4,552,889
(5,750) (121,438) (26,475) - (824) (154,487) - (154,487)
840,329 2,772,142 797,617 50,661 2,512 4,463,261 (64,859) 4,398,402
(521,524) (914,228) (52,513) (92,672) (36,668)  (1,617,605) 64,859  (1,552,746)
318,805 1,857,914 745,104 (42,011) (34,156) 2,845,656 - 2,845,656
- - - 11,480 - 11,480 11,480
R - - 4,072 - 4,072 4,072
318,805 1,857,914 745,104 (26,459) (34,156) 2,861,208 - 2,861,208
46,801,361 208,617,772 202,103,446 8,198,091 301,035 466,021,705 - 466,021,705
127,942,913 228,563,551 51,849,594 3,695 2,467,149 410,826,902 - 410,826,902
- - - 57,332 57,332 - 57,332
4,007 2,239 203 92,664 3,840 102,953 - 102,953
- - 221,550 - 221,550 - 221,550
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36. EHRE (&) 36. Segmental reporting (continued)
(b) M E A (b) By geographical area
LUTERZRENE The following information is presented based on the principal places of operations of the
A2 Sk subsidiaries, or in the case of the Bank, on the locations of the branches responsible for
SR MEBARSRITZE reporting the results or booking the assets:
Bk R A R e
HE R EELIRZ D
{TRTERN Y
PELHEZ 20196 H30H HEAEEE 201846 H 30 H
Half-year ended 30 June 2019 Half-year ended 30 June 2018
FREUBE R AT FEHUBE A A
ZIREBEA G| IR (RN}
Net operating ] Net operating il
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
AT AT AT T AT
HK$'000 HK$'000 HK$'000 HK$'000
s Hong Kong 3,038,991 2,138,663 2,805,944 2,000,222
o [g] AT, Mainland of China 1,534,298 265,157 1,746,945 860,986
&Et Total 4,573,289 2,403,820 4,552,889 2,861,208
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36. HEIEHE (8) 36. Segmental reporting (continued)

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

201946 H30H
At 30 June 2019

BAREERIARE
Contingent
HEEE HaE FERBEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
i Hong Kong 312,754,472 270,883,688 7,455,483 58,493,356
o [g] ATHE Mainland of China 159,419,457 143,994,850 1,547,621 61,656,474
&5t Total 472,173,929 414,878,538 9,003,104 120,149,830
2018 412 H 31 H
At 31 December 2018
SR EERIRIE
Contingent
AR =i JEREIEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT BT BT AT
HK$'000 HK$'000 HK$'000 HK$'000
T Hong Kong 293,705,332 255,226,369 7,172,483 51,230,454
R Y HE Mainland of China 172,316,373 155,600,533 1,053,423 61,932,299
&5t Total 466,021,705 410,826,902 8,225,906 113,162,753
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Notes to the Interim Financial Information (continued)

37. Assets pledged as security

As at 30 June 2019, the liabilities of the Group amounting to HK$3,011,818,000 (31
December 2018: HK$3,622,998,000) were secured by assets deposited with central
depositories to facilitate settlement operations. In addition, the liabilities of the Group
amounting to HK$7,531,042,000 (31 December 2018: HK$6,809,501,000) 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$10,875,656,000 (31 December
2018: HK$10,896,359,000) mainly included in “Trading assets”, “Financial investments” and
“Trade bills”.
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AR RS R R Notes to the Interim Financial Information (continued)
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38. &R T B HESH 38. Offsetting financial instruments
=l ?Z—VE’E\.E?&%}%}\%{ The following tables present details of the Group’s financial instruments subject to offsetting,
ST MR AR B YA T A enforceable master netting arrangements and similar agreements.
iﬁﬁffﬁ%%’wﬁﬂ’ﬂﬁmiiﬁ
B -
20196 H30H
At 30 June 2019
RAELERT FEREEAFRPEHZ
BYCHE NEEAME FHRsEAR
ﬁﬁs&ﬁfﬁ&ﬁ%ﬁ HFRAY SR Related amounts
ERESISR Gross ZEesgyg ot set off in the balance
B amounts of Net amounts sheet
Gross recognised of financial BUWEZ
amounts of financial assets HEH
recognised liabilities set  presented in SRTH Cash
financial off in the the balance Financial collateral b
assets balance sheet sheet _instruments received Net amount
AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
TSR Derivative financial
instruments 443,553 - 443,553 (126,731) - 316,822
HoAth i Other assets 1,731,489 (1,216,667) 514,822 - - 514,822
st Total 2,175,042 (1,216,667) 958,375 (126,731) - 831,644
20196 H30H
At 30 June 2019
y\ggﬁﬁ%q: FEREBEEARRTEHZ
PEHE NREAKR ilied
Sizaan rhomam  Related amounts
CRE SR Gross &fgeyy notsetoff in the balance
A{EiaLE amounts of Net amounts sheet
Gross recognised of financial [ v
amounts of financial liabilities S,
recognised assets set presented in SRTH Cash
financial off in the the balance Financial collateral b
liabilities balance sheet sheet instruments pledged Net amount
T BT AT T b AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
=X Liabilities
e M=) Derivative financial
instruments 300,986 - 300,986 (126,731) - 174,255
Hith& & Other liabilities 1,298,227 (1,216,667) 81,560 - - 81,560
Yzt Total 1,599,213 (1,216,667) 382,546 (126,731) - 255,815
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38. &R T Bk (&) 38. Offsetting financial instruments (continued)

#2018 12 A 31 H
At 31 December 2018

NEEamEh RENEEAFRRT R
IS OFEE NHEARE Uil
SRAlEE  FFITnSE Related amounts
EREsI 4R Gross &g y4g  notsetoff in the balance
B amounts of  Net amounts sheet
Gross recognised of financial BEUgEL
amounts of financial assets PR
recognised liabilities set  presented in BRELT A Cash
financial off in the the balance Financial collateral JREE
assets _ balance sheet sheet _ instruments received  Net amount
HRETIT HRETIT AT HRETIT HRETIT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEE Assets
TSR TE Derivative financial
instruments 260,084 - 260,084 (86,622) - 173,462
Hi&zE Other assets 1,926,049 (1,126,416) 799,633 - - 799,633
4t Total 2,186,133 (1,126,416) 1,059,717 (86,622) - 973,095
#2018 412 H31 H
At 31 December 2018
NEEAMRF *ﬁﬁ@ﬁ%ﬁ%ﬁ%tﬁ&ﬁz
I OFEE  DHEARE AR
SMAEEE  PLTSH Related amounts
el 4Rl Gross g y4g  hotsetoff in the balance
EELE%E amounts of  Net amounts sheet
Gross recognised of financial B
amounts of financial liabilities bR it
recognised assets set  presented in ST A Cash
financial off in the the balance Financial collateral TFER
liabilities  balance sheet sheet _instruments pledged  Net amount
BT HRETT AIETIT BT ARETIT AIETIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
=t Liabilities
TSR TR Derivative financial
instruments 114,367 - 114,367 (86,622) - 27,745
Hith& & Other liabilities 1,274,482 (1,126,416) 148,066 - - 148,066
Yzt Total 1,388,849 (1,126,416) 262,433 (86,622) - 175,811
HAREEZEITABSIMTET A For master netting agreements of OTC derivative and sale and repurchase transactions
FIER [EIERT S F4A S B4 T, entered into by the Group, related amounts with the same counterparty can be offset if an
= R (P h e e E O VM ER (= event of default or other predetermined events occur.

TERVEM - RIE— 5 T2
I8l < B F] PR PR B
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Notes to the Interim Financial Information (continued)

39. Significant related party transactions

General information of the parent companies:

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

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

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

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

39. 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 China Cinda arises from deposits from customers.
As at 30 June 2019, the related aggregate amount of the Group was
HK$32,339,450,000 (31 December 2018: HK$28,600,155,000). The aggregate
amount of expenses of the Group arising from these transactions with China Cinda for
the first half of 2019 was HK$410,003,000 (first half of 2018: HK$285,413,000).

The majority of transactions with Cinda Hong Kong arises from deposits from
customers. As at 30 June 2019, the related aggregate amount of the Group was
HK$2,367,330,000 (31 December 2018: HK$3,380,546,000). The aggregate amount
of expenses of the Group arising from these transactions with Cinda Hong Kong for
the first half of 2019 was HK$66,426,000 (first half of 2018: HK$ 79,079,000).
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Notes to the Interim Financial Information (continued)

39. 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 other companies controlled by the parent companies
arises from financial investments. As at 30 June 2019, the related aggregate amount
of the Group was HK$1,826,994,000 (31 December 2018: HK$2,184,821,000). The
aggregate amount of income of the Group arising from these transactions with other
companies controlled by the parent companies for the first half of 2019 was

HK$50,297,000 (first half of 2018: HK$123,428,000).

The majority of transactions with other companies controlled by the parent companies
arises from advances to customers and deposits from customers. As at 30 June 2019,
the related aggregate amount of the Group was HK$655,236,000 (31 December

2018: HK$798,380,000) and HK$6,926,282,000 (31 December

HK$11,884,109,000) respectively. The aggregate amount of income and expenses of
the Group arising from these transactions with other companies controlled by the
parent companies for the first half of 30 June 2019 was HK$21,805,000 (first half of
2018: HK$33,441,000) and HK$109,644,000 (first half of 2018: HK$268,713,000)

respectively.
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39. FEHREA LA 39. Significant related party transactions (continued)
5 (&

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

RS ()

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

Z HA A ] HEFTHY RS

GAAER -

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

EHA G ARRER
FHFILE BATA ©
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39. TEAME AR 39. Significant related party transactions (continued)
5 (&)

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

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

L5 e

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

BRI 5158 -

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

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

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

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

- REEEES & - provision of fiduciary activities; and

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

39. Significant related party transactions (continued)

(c) Key management personnel

Key management personnel are those persons having authority and responsibility for

planning, directing and controlling the activities of the Group, directly or indirectly,
including Directors and Senior Management. The Group accepts deposits from and
grants loans and credit facilities to key management personnel in the ordinary course
of business. During both the current and prior periods, no material transaction was
conducted with key management personnel of the Bank and its holding companies, as
well as parties related to them.

The compensation of key management personnel is detailed as follows:

Salaries and other short-term employee

benefits
Post-employment benefits

(d) Balances with subsidiaries

FEERER FELEHEE
2019 &£ 2018 4F

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AETT
HK$'000 HK$'000
46,166 46,732
1,165 1,068
47,331 47,800

As at 30 June 2019, the aggregate sums of amounts due from subsidiaries and
amounts due to subsidiaries of the Bank arising from transactions entered into during
the normal course of business at commercial terms are HK$108,000 (31 December

2018:

HK$1,197,462,000)

HK$262,838,000) respectively.
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Notes to the Interim Financial Information (continued)

40. International claims

The below analysis is prepared with reference to the completion instructions for the HKMA

return of international banking statistics. International claims are exposures to counterparties

on which the ultimate risk lies based on the locations of the counterparties after taking into

account the transfer of risk, and represent the sum of cross-border claims in all currencies

and local claims in foreign currencies. For a claim guaranteed by a party situated in a country

different from the counterparty, the risk will be transferred to the country of the guarantor. For

a claim on an overseas branch of a bank whose head office is located in another country, the

risk will be transferred to the country where its head office is located.

Claims on individual countries or areas, after risk transfer, amounting to 10% or more of the
aggregate international claims of the Group are shown as follows:

Mainland of China
Hong Kong

Mainland of China
Hong Kong

201986 H30H
At 30 June 2019
FESRITRANASE
Non-bank private sector
IFERAT B
SRR JER
EJitE  Non-bank AN
$RFT Official financial Non-financial et
Banks sector institutions private sector Total
AgTo BT B%To AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
47,134,247 1,903,509 876,248 50,920,005 100,834,009
3,054,065 28,813 5,599,542 38,003,773 46,686,193
2018 212 A 31 H
At 31 December 2018
FESRATRL AR
Non-bank private sector
JRIRAT j
SRR FEl
BEJ7HRE  Non-bank FANRE
ST Official financial  Non-financial Yt
Banks sector institutions  private sector Total
AT BT BETT AT T AHETIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
45,616,154 1,826,631 1,197,930 43,432,596 92,073,311
1,318,452 23,287 6,709,278 34,632,239 42,683,256
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Notes to the Interim Financial Information (continued)

41. Non-bank Mainland exposures

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

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

R 2019&E6 H30H
At 30 June 2019

HEAR HEAR
SRR =AY RN
HH [ R AR
ltems in On-balance Off-balance  #EEFE&RE
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT AT
HK$'000 HK$'000 HK$'000
POREE - FREURS AR Central government, central
T - B AT REE government-owned entities and their
3% subsidiaries and joint ventures 1 72,910,410 2,578,961 75,489,371
HOFEUR ~ #OSBURFFARY  Local governments, local
i - HIfE AT REE government-owned entities and their
i subsidiaries and joint ventures 2 22,395,824 5,698,650 28,094,474
R EE AN ERECEMfFE  PRC nationals residing in Mainland or
NEFH R ~ B fE other entities incorporated in
HREGERE Mainland and their subsidiaries and
joint ventures 3 80,808,317 23,578,794 104,387,111
REfhfE R —IEf g Other entities of central government
TF R Ho At i hE not reported in item 1 above 4 3,014,850 513,344 3,528,194
FefEfe Faltss —IE# 58 Other entities of local governments not
IR A AR reported in item 2 above 5 390,463 - 390,463
hEEEEINEREFESNTE PRC nationals residing outside
e - HEREAN Mainland or entities incorporated
E& outside Mainland where the credit is
granted for use in Mainland 6 11,084,901 1,091,255 12,176,156
HZ 5 FmEEREEIE  Other counterparties where the
BEAR BRI T P U exposures are considered to be
HRYE non-bank Mainland exposures 7 4,707,996 406,878 5,114,874
Hast Total 8 195,312,761 33,867,882 229,180,643
HUBCER SR A B EYEE Total assets after provision 9 481,897,918
LEABENTER &I On-balance sheet exposures as
(B EMEEE 5L percentage of total assets 10 40.53%
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Notes to the Interim Financial Information (continued)

41. Non-bank Mainland exposures (continued)

#2018 £ 12 H 31 H
At 31 December 2018

HEAMR HEAMR
SEEHE FNHY I
THH B ARYE R ENE
ltems in On-balance  Off-balance  4&JE\[G&IE
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT AT
HK$'000 HK$'000 HK$'000
R T ~ PR EREFARY  Central government, central
T - B AT REE government-owned entities and their
13 subsidiaries and joint ventures 1 62,029,674 2,386,525 64,416,199
HoORFBUR ~ #5EURRFARY Local governments, local
T - B AT REE government-owned entities and their
Nioe subsidiaries and joint ventures 2 25,281,952 5765505 31,047,457
R EE AN ERECEAMfFE  PRC nationals residing in Mainland or
NEFH RS ~ B fE N other entities incorporated in
HREERE Mainland and their subsidiaries and
joint ventures 3 78,922,521 21,458,367 100,380,888
REfhfE R —IEf g Other entities of central government
TF A Ho At fhE not reported in item 1 above 4 1,546,633 663,376 2,210,009
FefEfe Faltss —IE# 58 Other entities of local governments not
IR YA AR reported in item 2 above 5 381,592 - 381,592
hEEEINEREFESNTE PRC nationals residing outside
MR - HEREAN Mainland or entities incorporated
E& outside Mainland where the credit is
granted for use in Mainland 6 10,983,931 1,095,009 12,078,940
HAMAZ S FimEERE&IE  Other counterparties where the
BEAR BRI T U exposures are considered to be
HRYE non-bank Mainland exposures 7 4,946,275 268,013 5,214,288
HaEt Total 8 184,092,578 31,636,795 215,729,373
HIRAE (S AR i & A SRR Total assets after provision 9 476,276,383
LEABENTER K On-balance sheet exposures as
(B & LS E 7L percentage of total assets 10 38.65%
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Notes to the Interim Financial Information (continued)

43.

The unaudited interim financial information for the first half of 2019 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 2018 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 26 April 2019.
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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 126, which comprises the condensed consolidated balance
sheet of Nanyang Commercial Bank, Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at 30 June 2019 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

27 August 2019
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HAtrgwe Additional Information

1. EEg 1. Board of Directors
A20194FE8 H27H » & As at 27 August 2019, the Board of Directors of the Bank comprises Mr. CHEN Xiaozhou
SRITZ EEE R B Bl (Chairman and Managing Director), Mr. LIANG Qiang®, Mr. CHAN Sai Ming, Mr. SUN
At (EERFEHE Jiandong, Mr. LAU Hon Chuen*, Mr. LAN Hong Tsung, David*, Mr. CHANG Hsin Kang* and
) P Ak Ms. CHIU Lai Kuen Susanna*.

4 BRIERSEA - BIER
Jeler s BRSNS RS

el 5t 2% R R AR 2 > o
¥ JeBTEEE * Non-executive Director
* T IERTE S * Independent Non-executive Director

2. 7F& (8Rf7sE (IEE) 2. Compliance with the Banking (Disclosure) Rules
R

RALE T 2 DA ER ST The unaudited Interim Report complies with the applicable requirements set out in the Banking
& CERTZEMRGD) T (BR1T (Disclosure) Rules under the Banking Ordinance.
5 (BEeE) B 2 AREEOK -
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3. Business Review

3. EH[E

2019 4 - BREREOPE EERZRRK
f%' 2 W”%F‘:%@ﬁ%“ft

BEUSSEI R T > SRl
i’ﬁﬁﬁﬁ—nm A ?JE%&%D*E%EE
MEAFRENN - 2 BREH AT
BRI B 5 R AE B
HYEMT » — LR B B T
R P &R BR Z BRI &
RLTHISEE ST B R
HOZ R RS st E] o B
FEE ey NS - THHEZITE
BRSO MR RE A
FTEERE(S L R HISIBUN B VG
EESILvESN) RPN =
BUZ R AVERE - (EEBAOR
T e B Y JE B ~ PREECRD 5 8
[ B 7Ry S5 1 R TR 2 T
SR - 2019 £ EARA - fEE
ﬁzﬂl%ﬁ?ﬁ [~ fUERIETE

HEEHIREST - RO SR
BRI TROL EH 0 DL TR
RAT+HRAAEIT ) FEEES - DS
BERIT Ry BhiE - DVERAEHR
A WIREHE  BAE - H
HEERTT R SHEEB IR
R VRRnIre s -

MBRHE

B E 2019 7 6 HJE > AHEELK
ER R 23.86 BT » %4
TFE 16.14% o J5F B A
33.24 fgiyT  #AF LT 3.47%
FEFIBUAENE 12.49 BT
HETRE 6.79% - FfREFIE
M 21.02 BT > HETRE
13.11% - SFH4E 3 A [0 i %
8.38% » %A TFE 2.11 {HE 57
5 S MR E E [0 R
0.84% - &?fﬁﬂiq: 0.21 {HH 5
oo JF F B U #@m %
(NIM)1.51% > $4E % 0.15 {@
B e -

In 2019, as the global economy had a slow pace of recovery and the international trade
experienced constant changes, the manufacturing industry recorded a narrowed growth,
and the financial market was exposed to increasing changes, challenges and
uncertainties. Amidst the bleak prospect of global economy and the weak international
trade and investment, a few major emerging markets and developing economies were
under the weight of great pressure from financial markets. In response, the Mainland
adopted plans to support the development of private enterprises, slashed taxes and fees
and promoted other relief measures. The disturbance triggered by social events in Hong
Kong remained rampant, and it had the risk of combating business confidence and
weakening the quality and effectiveness of government management, which made it
harder to realise national integration, subjected Hong Kong to new risks, challenges and
test, and brought the risk of revising down economic growth forecast. In the first half of
2019, under the mega trend that the financial sector shifted its commitment from virtual
economy to real economy, and authorities of both the Mainland and Hong Kong tightened
their regulation, NCB held a firm stand on the deep cultivation of core business, and with
the focus on “commercial banking + investment banking”, each business maintained
overall stability, which was driven by the cross-border banking, standardised by quality
compliance and directed by the goal of professional, highly efficient and high-value
development.

Financial Review

As at the end of June 2019, the Group recorded HK$2,386 million of operating profit,
down by 16.14% year-on-year. Net interest income of HK$3,324 million grew by 3.47%
year-on-year, and non-interest income of HK$1,249 million decreased by 6.79%
year-on-year. Profit after tax was HK$2,102 million, down 13.11% year-on-year. Return on
average total equity and return on average total assets stood at 8.38% and 0.84%, down
2.11 percentage points and 0.21 percentage point, respectively from the same period last
year. Net interest margin (NIM) was 1.51%, down 0.15 percentage point year-on-year.
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3. EBEE (§)
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3. Business Review (continued)

Financial Review (continued)

Facing an external environment with greater uncertainties, the Group endeavored to
develop the core business of commercial banking and further cultivated synergetic
cooperation opportunities with branches and subsidiaries of China Cinda; therefore, the
assets maintained a steady expansion. As at the end of June 2019, total assets of the
Group amounted to HK$472,174 million, up 1.32% from the end of last year. Deposits
from customers and gross advances to customers achieved HK$353,750 million and
HK$263,156 million, respectively up 2.77% and 3.20% from the end of last year. During
the period, we focus more on promoting high-quality and steady development and
ensuring each business was in compliance with regulatory requirements announced by
both the Mainland and Hong Kong. As at the end of June 2019, the classified or impaired
loan ratio of the Group stood at 0.81%, indicating high quality of our assets.

Business Review
Personal Banking

As at the end of June 2019, net operating income before impairment allowances in
Personal Banking amounted to HK$912 million, up 7.77% year-on-year. During the period,
the Group actively developed personal lending business and attracted young customers;
such efforts brought in new customers and promoted cross-selling, thereby improving the
revenue. One of these efforts was to develop premium financing related to policies not
insured by NCB, particularly focusing on developing sales channels related to
intermediaries and agents of insurance companies. Through continuous negotiation and
discussion with insurance companies about application, review, and granting loans
procedures, NCB expanded the premium financing, which made a significant contribution to
personal loan balances and relevant revenues. Another effort is to optimise product
research and development, build branch network in the Greater Bay Area by establishing
“Guangdong-Hong Kong-Macau Greater Bay Area Office”, and help with further research
about “Mainland Property Refinancing Services”, the unique product launched by NCB.
Currently, in addition to first-tier cities, namely Beijing, Shanghai, Guangzhou (including
Panyu, Nansha, Zengcheng and Huadu) and Shenzhen, refinancing services were
launched in second-tier cities including Zhongshan, Shantou, Tianjin, Fuzhou and
Quanzhou last year. The coverage of such services had expanded to Shunde in the first half
of 2019, and the first mortgage application and registration under “Mainland Property
Refinancing Services” was completed in April 2019.
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3. Business Review (continued)

Business Review (continued)
Personal Banking (continued)

In the first half of 2019, NCB has received another accolade for its cross-border services,
named “Excellent Brand of Cross Border Corporate Banking Services” and “Excellent
Brand of Cross Border Personal Banking Services” at “Hong Kong Leaders’ Choice Brand
Awards 2019” by Metro Finance, which indicated that NCB was widely recognised by the
society. On the other hand, in celebration of the 70th anniversary of NCB, we cooperated
with Warner Entertainment to launch two “Justice League” Unionpay ATM Cards with
brand-new designs, together with the promotion activity “NCB ‘Justice League’ Unionpay
ATM Cards Exclusive Offers”. We also held a new card launch event, on which many media
representatives were attracted to interview with NCB. With the creative cartoon characters,
the new “Justice League” cards were popular among young customers, expanded the
customer base and offered support to the continuous business development. As shown by
preliminary data, the proportion of new young customers climbed by two percentage points.
During the period, we also launched other products tailored for young customers, including
"NCB Only "U" Program" with a new image. Coupled with the bundled promotion of
“Monthly Service Fee Waiver for First 10 Years”, New Monthly Stock Savings Plan and New
Funds Monthly Savings Plan, “Only "U" Student Club Deposit Offer” and Exclusive Offer for
“Faster Payment System” (FPS) Service Subscription, the program helped improve NCB'’s
investment and wealth management image among young customers. In addition, NCB
added 16 more well-known Mainland universities with a great number of Hong Kong and
Macau students to be qualified for the “Exclusive Promotion for University Students”. NCB
strengthened other privileges offered to young customers from both the Mainland and Hong
Kong, conveyed the significance of developing good financial habits to university students
through online and offline advertising, hoping to attract young students and pave the way
for building long-term relationship.
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3. Business Review (continued)

Business Review (continued)
Corporate Banking

As at the end of June 2019, corporate loans and advances amounted to HK$212,544
million, up 0.93% from the end of last year. Net interest income in Corporate Banking
reached HK$2,284 million, and net operating income before impairment allowances in
corporate banking amounted to HK$2,836 million, down 1.98% from the end of last year.
During the period, the business, industrial and commercial segments recorded a balanced
growth, each of which conducted business with targeted solutions offered to synergetic
customers, cross-border customers, public companies, core industrial and commercial
customers, and focused on projects with onshore and offshore collaterals to manage the
credit risk. Except for blue-chip enterprises based locally in first-tier cities, facilities with
significant amounts that have been granted in the first half of 2019 were all supported by
certain collaterals. NCB has earned a good fame in small and medium enterprises for its
continuous support to small and medium enterprises of the Mainland and Hong Kong. In
June 2019, NCB has received accolade “Best SME Partner Award” by Hong Kong Small
and Medium Enterprises Association, further improved the reputation of the Group among
small and medium enterprises and made a great difference to promoting services provided
to core industrial and commercial customers and expanding inclusive finance. In a bid to
enhance the influence and reputation in Hong Kong syndication market, NCB actively
expanded the syndication business for large customers and the disposal business on
secondary market, maintained relationship with core customers, thereby boosting
intermediary revenues and further strengthening the NCB'’s market position on the
syndication market. In the first half of 2019, NCB served as the lead manager in many
representative syndication projects, with a number of Greater Bay Area construction
projects completed under the leadership of the Group, which fully manifested the Group’s
contribution to national development. On the other hand, NCB made great devotion to
building a professional team to serve strategic customers and actively cultivating customer
resources. To better understand demands of large customers, we actively deepened the
current relationship with them and cultivated new businesses, securing each business
opportunity as soon as we can to further develop the business scale on basis of existing
cooperation. Such projects included shipping financing, trade financing, working capital
loans and project loans in different categories and different terms, thus realising income
diversification.
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3. Business Review (continued)

Business Review (continued)
Treasury

As at the end of June 2019, net operating income before impairment allowances generated
by Treasury reached HK$813 million, down 1.30% year-on-year, of which, net interest
income amounted to HK$522 million, up 13.27% year-on-year. Affected by the four rounds
of interest rate hike effected by the US Federal Reserve, spread of Hong Kong
dollar-denominated and US dollar-denominated fixed-rate bonds experienced significant
decline after the repricing of capital cost. In view of this, NCB adopted the investment
strategies of “early actions and early earnings” and “active bond conversion” at the
beginning of 2019, making rapid investments when the Bank had sufficient liquidity to cover
the impact brought by the decline of income from fixed-rate bonds and to realise the
objective of scale and earnings growth. In the meantime, we disposed of low-yield bonds
and subscribed for high-quality and high-yield bonds to improve the net interest income of
bonds. In alignment with the development of Treasury business, we actively built a Treasury
sales team equipped with professionals, who were responsible for research and
development of treasury products, formulation of sales procedures and after-sales
management in compliance with regulatory requirements, and preparation of professional
investor approval and operation rules and procedures. In the first half of 2019, the Treasury
sales team communicated with account managers of each front-end department and
worked with them to visit customers, cultivate customer potential, and bring more
non-interest income business opportunities to NCB.
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3. Business Review (continued)

Business Review (continued)
Mainland Business

With consistent implementation of the strategy of “maximum value of professional operation
with efficiency”, NCB (China) promoted each work by following the operation philosophy
that “quality serves as the fundamental and compliance comes as the foremost principle”
and the ten-word policy of “leveraging tides and advantages, following rules, improving
capabilities, promoting cooperation and aligning theory with practice”. As the first branch of
foreign-invested bank that entered the Mainland after the founding of new China, NCB
(China) had cultivated deep roots and a firm foundation in the Mainland. During the period,
responding to national development strategies, NCB (China) improved its capability to
support the integration of Guangdong-Hong Kong-Macau Greater Bay Area by coordinating
resources in both Shenzhen and Hong Kong. In the meantime, by optimising the business
expansion layout of certain branches in the Greater Bay Area and capitalising on
opportunities brought by the offshore expansion of Shenzhen-based high-tech enterprises,
NCB (China) played a role in promoting the transformation and upgrading of traditional
industries with its functional localisation. In addition, through creation of a new cross-border
financial service model, NCB (China) shifted its cooperation with customers from the
original single-dimension offshore syndication business expansion to the multidimension
and comprehensive cooperation covering project development loans, offshore syndication
business and offshore foreign currency-denominated deposits, offering pragmatic services
to the real economy and accumulating valuable experience for promoting the healthy
development of financial market in the Greater Bay Area. Facing more stringent
regulations, NCB (China) underwent company-wide improvement that covered all
indicators and all procedures in compliance with supervisory rating requirements and with
reference to the previous rating results, and reported internal control improvement
measures to regulatory authorities to improve its supervisory rating.

Risk Management

The Group is committed to ensuring its business development should comply with
regulations of both the Mainland and Hong Kong, continuously optimising the risk
management system and improving risk management techniques. During the period, NCB
maintained the credit assessment before approval and strengthened the risk management
after the fund being drawn, so as to improve the quality of loans. To develop a credit
program appropriate to a customer, the Group engaged in a significant and complicated
project at the preliminary stage, paid visit to the customer to understand its operation
activities and discussed with the customer about its future development plans. On the other
hand, the Group enhanced the regulation on liquidity coverage ratio (LCR) and net stable
funding ratio (NSFR), discussed and improved the objectives and improvement measures
related to deposits based on the forecast results provided by the designated liquidity
indicator management group, aiming to ensure the compliance with internal limit
requirements. In the first half of 2019, all indicators have met the limit requirements of
regulatory authorities.
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3. Business Review (continued)

Business Review (continued)
Prospects

Heading into the second half of 2019, it is expected that there would be still great
uncertainties about China-US trade frictions, and games among major economies would
reshape the global supply chain and trade and economic rules. The US economy has
entered a later stage of recovery, and the economy would witness a downturn caused by
unbalanced structure, high debts, trade frictions and other risks, which would force the US
Federal Reserve to roll out moderate monetary policies. The banking industry would be
encountered with difficulties in addressing business pressure, and the banking industry of
major economies would continue to see a differentiated development. It is expected that
under the economic downturn pressure, the expansion of asset scale would slow down the
development would be promoted with a prudent approach, and there would be more stringent
regulations on risk management capabilities. The overall asset quality and business benefits
would generally remain steady. With the 70th anniversary of NCB approaching, NCB will
firmly promote the return to the original commitment of the banking business, focus on
building “professionalism”, “efficiency” and “value”, and further develop the synergy model
2.0. Amidst the stricter regulation from both the Mainland and Hong Kong, we will better
promote each risk management work, continue to consolidate the sound development of
cross-border services, and therefore present an unparalleled gift to the 70th anniversary of
NCB!
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Appendix

RERfTZ T BAE) Subsidiaries of the Bank
ASRITHT B\ S BS540 The particulars of our subsidiaries are as follows:
T
[ERiiPg=¢ 3
i A=l HEMEE/TRITRA EaEy  IEEH
Py Place and date of incorporation/ Registered capital/ Interest Principal
Name operation issued share capital held activities
FAERIEIRT (HPED AMRAH HE FEfEA 100% SRATERS
2007 4212 A 14 H AR 9,500,000,000 7T
Nanyang Commercial Bank The People’s Republic of China Registered capital Banking
(China), Limited 14 December 2007 RMB9,500,000,000 business
R TSR AR A E i 3 100% {EE0ARTS
1976 /£ 10 5 22 H M2 3,000,000 77
Nanyang Commercial Bank Hong Kong Ordinary shares Trustee
Trustee Limited 22 October 1976 HK$3,000,000 services
B A EH AR AE i foiilite 100% Eita=qpeciil
1984 4£5 H 25 H &M 3,050,000 7T
Kwong Li Nam Investment Hong Kong Ordinary shares Investment
Agency Limited 25 May 1984 HK$3,050,000 agency
FFEREEEERTT (RN BRAH| &5 3 A 100% E RS
198048 A 22 H Y& 50,000 7T
Nanyang Commercial Bank Hong Kong Ordinary shares Nominee
(Nominees) Limited HK$50,000 services

22 August 1980

137



5 NCB 1§ 3% 441

B

FEARPIAEGERE T BRIEESARTE - BRITVIFEREALTHE

fEE 3 E S
e KT ESEY
PR (s TEIEEAEEEHRARAT - £ T EIRIIAY A B E SRl
TMEEEE, TElEE (B ERARAT
TMEERE, (BEEERIERATRAE
T &R TEEMEHRE
P& AR TS
PPt BT A e A RSLFIE At

R

SR NSRRI Er el

PARSRAT ) = TR

BERSRIRTAIRAE] » RIEEREGEEMEOLZAE] WG 2 A& A

TR (hED

FEREEST (RED AIRAE  RIBHEVAGREME L 2 AF - WRARRITZ 2ENEA
=i

Mg EE ARSI

FARHE ARH - PRUEESH
P BT FRBE LS FTAIRAE
FAREEME AT RN
R [\ & kR E

138




5 NCB 1§ 3% 441

Definitions

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

Terms

Meanings

“Board” or “Board of Directors”

the Board of Directors of the Bank

“CET1”

Common Equity Tier 1

“China Cinda”

China Cinda Asset Management Co., Ltd. ,a wholly state-owned financial
enterprise established in the PRC

“Cinda Hong Kong”

China Cinda (HK) Holdings Company Limited

“Cinda Financial Holdings”

Cinda Financial Holdings Co., Limited

“CVA” Credit Valuation Adjustment

“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

“ MM”

Internal Models

“Mainland” or “Mainland of China”

the mainland of the PRC

“MOF” the Ministry of Finance 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
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Definitions (continued)

Terms Meanings

“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC

“STC” Standardised (Credit Risk)

“STM” Standardised (Market Risk)

“STO” Standardised (Operational Risk)

“the Bank” or “NCB” Nanyang Commercial Bank, Limited, a company incorporated under the laws of Hong
Kong and a wholly-owned subsidiary of Cinda Financial Holdings

“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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