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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 loss from disposal/revaluation of
properties, plant and equipment

Profit before taxation
Taxation

Profit for the period

Dividends

(R (REHEET)
(Unaudited) (Unaudited)
FELEER FEGSEE
2021 4 2020 4

6 H30H 6 H30H
Half-year ended Half-year ended
B &% 30 June 30 June
Notes 2021 2020
AT BT
HK$'000 HK$'000
5,816,200 6,720,655
(2,605,679) (3,426,160)
6 3,210,521 3,294,495
1,006,530 871,849
(49,709) (37,648)
7 956,821 834,201
8 46,836 14,503
182,505 234,316
9 67,502 242,161
10 11,963 11,856
4,476,148 4,631,532
1 (682,999) (375,204)
3,793,149 4,256,328
12 (1,592,158) (1,505,268)
2,200,991 2,751,060
13 (1,179) (6,696)
2,199,812 2,744,364
14 (285,982) (336,841)
1,913,830 2,407,523
15 - -

The notes on pages 8 to 114 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

(RE&H:T) CR& )
(Unaudited) (Unaudited)
FEERE FEEEE
2021 £ 2020 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
AT AT T
HK$'000 HK$’000
1,913,830 2,407,523
2,485 9,451
47,051 (87,392)
(959) 22,325
46,092 (65,067)
48,577 (55,616)
194,656 327,619
29,673 (1,751)
(79,563) (242,664)
3,269 4,837
(26,989) (1,121)
121,046 86,920
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EHEGFEEEW ST Condensed Consolidated Statement of Comprehensive

(&) Income (continued)
(RE&E:T) (REHEET)
(Unaudited) (Unaudited)
NEGEES PEGHER
2021 4 2020 &
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT BT T
HK$'000 HK$'000
YR NP TR A Change in fair value of hedging instruments
iEb=2( under net investment hedges (17,324) 42,114
AR AR Currency translation difference 142,323 (346,484)
246,045 (217,450)
BRI R At 2 TS Other comprehensive income for the
period, net of tax 294,622 (273,066)
A2 RS 4EEE Total comprehensive income for the period 2,208,452 2,134,457

58 £ 114 H [z B A AR 7 The notes on pages 8 to 114 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
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

Subordinated 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)

72021 F 7 2020 4F

6 H30H 12H31H

oS At 30 June At 31 December
Notes 2021 2020
AT AT

HK$'000 HK$'000

16 50,654,536 58,173,310
16 6,662,878 555,979
17 25,295,949 22,913,313
18 855,783 1,031,063
19 293,088,526 277,085,133
20 134,972,231 132,889,241
21 327,610 341,080
22 8,587,090 8,220,738
28 459,134 430,257
23 2,298,794 4,058,047
523,202,531 505,698,161

30,960,677 33,064,316

24 5,500,850 6,650,987
18 942,791 1,882,953
25 365,468,679 351,629,928
26 27,717,735 24,014,435
27 20,841,034 18,724,809
462,883 421,732

28 877,399 864,890
29 5,427,125 5,416,390
458,199,173 442,670,440

30 3,144,517 3,144,517
52,543,951 50,568,314

55,688,468 53,712,831

31 9,314,890 9,314,890
65,003,358 63,027,721

523,202,531 505,698,161

8 &£ 114 H @A EiRF 7  The notes on pages 8 to 114 are an integral part of this interim financial information.

AR Z R T
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MR SR BER

Condensed Consolidated Statement of Changes in Equity

CREHF)
(Unaudited)
it
Reserves
AnfE
EALET AHAM 4
T2
B Reserve for
HHNAAT R B fair value
FEA Additional  EA A Premises through other et WAL AFEF
Share equity Capital revaluation  comprehensive Regulatory Translation Retained Yzt
capital instruments reserve reserve income reserve* reserve earnings Total
ST WIFT BT BT T ST SEHSTE R E ST ST
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A20204E1 H1H At 1 January 2020 3,144,517 9,314,890 605 6,497,373 416,618 2,694,377 (396,440) 37,118,852 58,790,792
iilapngl] Profit for the period - - - - - - - 2,407,523 2,407,523
HAth S - Other comprehensive
income:
R Premises - - - (65,067) - - - - (65,067)
ANfEE(LE A Financial instruments at
ZHWEEZ SR T fair value through
=N other comprehensive
income = - - - 96,371 - - - 96,371
FEEEHR ISR T Change in fair value of
BZAnEE(E hedging instruments
under net
investment hedges - - - - - - 42,114 - 42,114
SRS R Currency translation
difference - - - (6,725) (5,201) - (334,558) - (346,484)
LU L AEEH Total comprehensive income - - - (71,792) 91,170 - (292,444) 2,407,523 2,134,457
YNGR T =S Distribution payment for
additional equity
instruments - (232,563) - - - - - - (232,563)
R (2) B R Transfer fromi(to) retained
earnings - 232,563 - - - (479,719) - 247,156 -
f220204F6 430 H  At30.June 2020 3,144,517 9,314,890 605 6,425,581 507,788 2,214,658 (688,884) 39,773,531 _ 60,692,686
202047 H1H At 1 July 2020 3,144,517 9,314,890 605 6,425,581 507,788 2,214,658 (688,884) 39,773,531 60,692,686
HAAERF Profit for the period - - - R R R R 1,407,747 1,407,747
HoAth TR Other comprehensive
income:
R Premises - - - (72,472) - - - - (72,472)
FEFMZEEFETEZ  Actuarial losses on
HE R defined benefit plan - - - - . . _ (18,136) (18,136)
ANFfEZ(EEF AEA  Financial instruments at
ZHEE 2 SR T fair value through
B other comprehensive
income - - - - (34,681) - - - (34,681)
ST NPT Change in fair value of
BZ Ak hedging instruments
under net
investment hedges - - - - - - (174,423) - (174,423)
IR Currency translation
difference - - - 27,850 21,766 - 1,409,959 - 1,459,575
EREIlienhEl Total comprehensive income - - - (44,622) (12,915) - 1,235536 1,389,611 2,567,610
YIEENEA T EZE  Distribution payment for
additional equity
instruments - (232,575) - - - - - - (232,575)
B SR B Transfer from retained
earnings - 232,575 - - - 238,821 - (471,396) -
2020412 H31 H At 31 December 2020 3,144,517 9,314,890 605 6,380,959 494,873 2,453,479 546,652 40,691,746 63,027,721
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RGOSR BER
(&)

Condensed Consolidated Statement of Changes in Equity
(continued)

(REERT)
(Unaudited)
i
Reserves
A
LA AR ME
fiailieici
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 BMTT BT BT BYETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2021181 H At 1 January 2021 3,144,517 9,314,890 605 6,380,959 494,873 2,453,479 546,652 40,691,746 63,027,721
HANRSH] Profit for the period - - - - - - 1,913,830 1,913,830
HAptr 2T - Other comprehensive
income:
BE Premises - - 46,092 - - - - 46,092
NRESEESTAEM  Financial instruments
S2HWSZESRT at fair value
1N through other
comprehensive
income - - - 123,531 - - - 123,531
SEREEP TEM T Change in fair value
Bz nE8(b of hedging
instruments under
net investment
hedges - - - - - (17,324) - (17,324)
pos s Currency translation
difference - - 2,873 27 - 139,477 - 142,323
Sl hesy el Total comprehensive
income - - 48,965 123,504 - 122,153 1,913,830 2,208,452
KVHEIINEATEZERE Distribution payment
for additional equity
instruments (232,815) - - - - - - (232,815)
IS E HEEF] Transfer from retained
earnings 232,815 - - - 218,561 - (451,376) -
F2021426 H30H  At30June2021 3,144,517 __ 9,314,800 605 _ 6,429,924 618,377 _ 2672040 668,805 _ 42,154,200 _ 65,003,358

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

% 8 114 HZIff5E@ A T H
B2 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 114 are an integral part of this interim financial information.
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EBEGFEHESRER Condensed Consolidated Cash Flow Statement

CR&FE) I
(Unaudited) (Unaudlted)
FELEEE HEGHEE
2021 4 2020 4
6 H30H 6 H30H
Half-year ended Half-year ended
Ui 30 June 30 June
Notes 2021 2020
BETT BT T
HK$'000 HK$'000
s HEnE Cash flows from operating activities
EMETERIS Y CRE) /A Operating cash (outflow)/inflow before
taxation 32(a) (4,930,829) 10,503,362
AT ERERR Hong Kong profits tax paid (108,573) (525,050)
YIS Overseas profits tax paid (176,724) (60,326)
e HE (R /RASRE Net cash (outflow)/inflow from operating
activities (5,216,126) 9,917,986
REEGHERE Cash flows from investing activities
AW ~ 250 Rt Purchase of properties, plant and equipment (70,145) (32,746)
HEYIZE - 25 RS H TS POE Proceeds from disposal of properties, plant
and equipment 5 3
BEEGRERTIFE Net cash outflow from investing activities (70,140) (32,743)
REEBRZHRERE Cash flows from financing activities
BITIES S 5 AR Issue of debt securities and certificates of
deposit 3,703,300 1,626,306
T BT RERBENERA Cost paid for issuance of subordinated
liabilities - (168)
STTEEINE HEZER Distribution payment for additional equity
instruments (232,815) (232,563)
T REGEZE Distribution payment for subordinated
liabilities (103,271) (103,083)
STHE A Payment of lease liabilities (106,268) (137,158)
Bl a2 SR AFEE Net cash inflow from financing activities 3,260,946 1,153,334
R4 REERSIEH (FZ) /i1 (Decrease)lincrease in cash and cash
equivalents (2,025,320) 11,038,577
W1 H1HZ2RS NEERSTEH Cash and cash equivalents at 1 January 49,739,227 41,173,772
PERSEIHING N EEHSIEEM  Effect of exchange rate changes on cash and
A cash equivalents 162,214 (462,566)
6 A 30 BZH&kERBESIEH Cash and cash equivalents at 30 June 32(b) 47,876,121 51,749,783

8 £ 114 HIffFEATHI ¥  The notes on pages 8 to 114 are an integral part of this interim financial information.
B dHRE Sy
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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

RERIT F EMERIT R AHR 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 —
FEESEHAT M — ASRITZ 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.

il 30k B 2 s v B A i 2

1515F%
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SRR B BRI e
(&)

2. pBEE R FEe K 2. Basis of preparation and significant accounting policies

Notes to the Interim Financial Information (continued)

(a) Basis of preparation
The unaudited interim financial information has been prepared in accordance with
HKAS 34 “Interim Financial Reporting” issued by the HKICPA.

(a) $mELELEE
HEARKEFN 2 P B E
Bl iR IEE A A S
Pt 2 & g st AE R 5534
5% T o RS R 4w
(b) Significant accounting policies

(b) EEEHBER

BEAR ST 2 P I R
AR 2 EEE S BOR R GET
FE > BR Tl Er 2021
FIATH S Z R E

The significant accounting policies adopted and methods of computation used in the
preparation of the unaudited interim financial information are consistent with those
adopted and used in the Group’s annual financial statements for the year ended 31
December 2020 and should be read in conjunction with the Group’s Annual Report for

2020 except for those impacted by the new amendments that became effective on or
after 1 January 2021, as stated below.

ST > 92020
F12H 31 H b 2 A EREERE
WA ik 2 SRR — 0

Al 7 L F] A F] 202047 2 4R
e —OFRIE -

Eoa i 2021E181H Amendments that are relevant to the Group and mandatorily effective for the first
ERANSHEEEREN time for the financial year beginning on 1 January 2021
Z AL EAERRRY T
ioyiar |z i
Applicable for
&5T AR financial years
Amendments Content beginning on/after
FR S RIS O 5% TGRS EOEFIRR s e 20211 H1H
39 5% - EARM GRS 7 5t - Y
SRS 4 5 KRB RS RS
16 5% (&f237)
Amendments to HKFRS 9, HKAS 39, Interest Rate Benchmark Reform — Phase 2 1 January 2021
HKFRS 7, HKFRS 4 and HKFRS 16
A HREEAE 16 9F (&{E5T) GiEh= 20214 H1H
Amendments to HKFRS 16 Leases 1 April 2021
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AR RS ORI e Notes to the Interim Financial Information (continued)
(&)

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

(b) FEEHBOER (&) (b) Significant accounting policies (continued)
Esaf 202115 1H Amendments that are relevant to the Group and mandatorily effective for the first
AN E T FEERER time for the financial year beginning on 1 January 2021 (continued)

ZEASEEEMNERT (8

o 20214F4H BAGHIE ¢ Amendment to HKFRS 16 issued in April 2021 extends the availability of the practical
B 75 ) 25 HE I EE 16 9% expedient for lessees to elect not to apply lease modification accounting for rent
(BABET) B R FE N e concessions arising as a direct consequence of the COVID-19 pandemic by 12
FAERHE S Z: months. Accordingly, the practical expedient applies to rent concessions for which any
BB R R2019 65 AR % 55 reduction in lease payments affects only payments originally due on or before 30 June
P BRI S 2022, provided the other conditions for applying the practical expedient are met. The
TR B TSR T R amendments are to be applied retrospectively. The application of this amendment
12 EH - [t %S does not have a material impact on the Group’s financial statements.

AR >
BRI 5
HIFE 202246 H30H
B AIEIHARYAT R - A
e B E B
HY ARG - ERTERA
EWE - PRATZEERT
i Y 7 9 B S
RELBRE -

o  AREHAMEETHIE ¢ Please refer to Note 2.1(b) of the Group’s Annual Report for 2020 for brief
SR A EE2020E 2 explanations of the other amendment.
o P S S R
FF2.1(0)%H ©

10
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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) FESFEE (8) (b) Significant accounting policies (continued)

208 i Nt B A 52 [ FE R E i Amendments and interpretation issued that are relevant to the Group but not yet

KiGHIME R T E AL effective and have not been early adopted by the Group in 2021

E 2021 R AT IR Z (EFT

Rirg

B R
Applicable for
AV AR financial years
Amendments/interpretation Content beginning on/after
A G HREEAE 3 9% (KUEET) RESHEZR S 20221 H1H
Amendments to HKFRS 3 Reference to the Conceptual Framework 1 January 2022
EAGHEAE 15 (EsD) RENEIERE & A 2023 1H1H
Amendments to HKAS 1 Classification of Current or Non-current liabilities 1 January 2023
F RIS 558 (2020) MHHEREY] - e ER R E SRS 2023 1H1H
HK Int 5 (2020) Presentation of Financial Statements — Classification by the 1 January 2023
Borrower of a Term Loan that Contains a Repayment on
Demand Clause

FaEERHRAE 19t REBVBEREERN  FETBORVHEE 2023 1H1H
HHHES 2598 (§UEaT)
Amendments to HKAS 1 and HKFRS Disclosure of Accounting Policies 1 January 2023
Practice Statement 2
EEETHEAS 8 5% (8&aT) Eatbat e 202341 A 1H
Amendments to HKAS 8 Definition of Accounting Estimates 1 January 2023

11



£5 NCB 1§ 3% 4k 41

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)

L 48 e 3tz B A £ [ AR BRI 4EL i Amendments and interpretation issued that are relevant to the Group but not yet
KiGHIME R T E AL effective and have not been early adopted by the Group in 2021 (continued)

E 2021 R AT IR Z (EFT

Rearg (E)

o HIEBFEAEIGER

* Amendments to HKAS 1 and HKFRS Practice Statement 2, “Disclosure of Accounting

B S E
HE2] (KERT)
PETPBORAVIEE ) -
ZEET R RIE R T
E ST BURAY SR

Policies”. The amendments replace the requirement for entities to disclose their
significant accounting policies with a requirement to disclose their material accounting
policies and adding guidance on how entities apply the concept of materiality in
making decisions about accounting policy disclosures. The amendments are to be
applied prospectively. Early adoption is permitted. The Group is considering the

Vrtid EN=UN- RS
HYSEK > SN T AR
SR AT AE S BURB
BE R rh e P EE A
REES] - (EATREATIE
PR F R fe EF B AT R
& o RERIEIEFEZ
{EETHY R S SRR
i -

impact of the amendments and the timing of its application.

o EABEGEHERIFESIE (&
s T EEHEEIYE
#, - ZETEETE
EHGETE T RS BR
BT R S IE A EARY &
Al o BEAh - ZAEETHIN
T RSEA A A A R
i A 2 BokBE &
aTdET o (EET AR ATHE T
PRA B SR PR HIEREN o
M EAEHEZ E5]
BB B R 8
R ERERAIERE -

* Amendments to HKAS 8, “Definition of Accounting Estimates”. The amendments
clarify the distinction between changes in accounting estimates and changes in
accounting policies and the correction of errors. Also, they clarify how entities use
measurement techniques and inputs to develop accounting estimates. The
amendments are to be applied prospectively. Early adoption is permitted. The Group
is considering the financial impact of the amendments and the timing of its application.

o ARHHEMIET Ry
B Hel A%
20204 7 SR 5 AR
TEHEMSEE2 10

* Please refer to Note 2.1(b) of the Group’s Annual Report for 2020 for brief
explanations of the other amendments and interpretation.
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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 HE A 2 20204F12
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 2020.
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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

14
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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)

(a) Impaired advances (continued)

2021 4 7~ 2020 £
6 H30H 12H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
Gross impaired advances to customers
4,941,624 2,392,782
Gross impaired advances to banks and
other financial institutions 102,939 102,121
Impairment allowances made in respect of
such advances 2,167,590 1,804,583
Current market value of collateral held
against the covered portion of such
advances to customers 1,637,769 793,091
Covered portion of such advances to
customers 1,242,478 552,798
Uncovered portion of such advances to
customers 3,699,146 1,839,984
Uncovered portion of such advances to
banks and other financial institutions
102,939 102,121

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

collateral in respect of such advances.

As at 30 June 2021, there were no impaired trade bills (31 December 2020: Nil).
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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
#2021 4 7 2020 4E
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000

¥ 8 o7 B EORUE Gross classified or impaired advances to

ZEPERE customers

# 4,941,624 2,392,782
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 1.67% 0.86%
R R Impairment allowances - Stage 3

Aeff 2,064,651 1,702,462
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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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:

A 202146 H30H #2020F£ 12 H31 H
At 30 June 2021 At 31 December 2020
155 = SR AR (IS = e
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 314,647 0.11% 31,102 0.01%
- one year or
less but over
six months 1,429,571 0.48% 94,566 0.03%
- over one year 138,188 0.05% 259,019 0.09%
Advances overdue
for over three
months 1,882,406 0.64% 384,687 0.14%
Impairment
allowances —
Stage 3 1,521,260 258,891
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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)

2021 4 A 2020 4
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BETT AT
HK$'000 HK$'000
Current market value of collateral held
against the covered portion of such
advances to customers 838,336 250,172
Covered portion of such advances to
customers 567,167 103,029
Uncovered portion of such advances to
customers 1,315,239 281,658

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 2021, there were no trade bills overdue for more than three months
(31 December 2020: Nil).
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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

#2021 46 A30H
At 30 June 2021

#2020 412 H 31 H
At 31 December 2020

fie-9=y= et % = SRR
B4tk B4yt
% of gross % of gross
ot | advances to S advances to
Amount customers Amount customers
AT AT
HK$'000 HK$'000
Rescheduled
advances to
customers net of
amounts included
in “Advances
overdue for more
than three
months” 44,181 0.01% 90,110 0.03%

Rescheduled advances are those advances that have been restructured or
renegotiated between the bank and borrowers because of deterioration in the
financial position of the borrower or of the inability of the borrower to meet the
original repayment schedule, and the revised repayment terms, either of interest or
the repayment period, are “non-commercial” to the Group. 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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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

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

2021 4 J~ 2020 4

6 H30H 12 H31H

At 30 June At 31 December

2021 2020

BT BT

HK$'000 HK$'000

Hong Kong 182,298,393 177,130,215
Mainland of China 100,394,567 87,480,107
Others 13,196,084 15,112,249
295,889,044 279,722,571

Impairment allowances — stage 1 and 2021 F 2020 &
2in respect of the gross advances 6 H30H 12H31H
to customers At 30 June At 31 December
2021 2020

BT BT

HK$'000 HK$'000

Hong Kong 657,573 653,261
Mainland of China 704,901 550,306
Others 41,631 121,771
1,404,105 1,325,338
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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)

Geographical analysis of gross advances to customers (continued)

Overdue advances

Hong Kong
Mainland of China
Others

Impairment allowances — Stage 3 in
respect of the overdue advances

Hong Kong
Mainland of China
Others

Impairment allowances — Stage 1 and
2 in respect of the overdue
advances

Hong Kong
Mainland of China
Others

22

#2021 4 #2020
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
812,570 1,940,582
1,725,914 1,786,220
2,268,823 9,084
4,807,307 3,735,886
7 2021 £ 17 2020 4
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
417,205 287,554
1,113,081 1,060,965
127,971 -
1,658,257 1,348,519
72021 £ 1% 2020 4%
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
3,648 33,057
9,040 7,252
34 15
12,722 40,324
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4. Financial risk management (continued)

4.1 Credit Risk (continued)

(A) Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

Geographical analysis of gross advances to customers (continued)

Classified or impaired advances

Hong Kong
Mainland of China
Others

Impairment allowances — Stage 3 in
respect of the classified or
impaired advances

Hong Kong
Mainland of China
Others
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2021 4 #2020
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
AT AT
HK$'000 HK$'000
544,146 539,116
2,187,177 1,850,893
2,210,301 2,773
4,941,624 2,392,782
72021 £ 17 2020 4%
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
426,399 297,395
1,510,280 1,405,067
127,972 -
2,064,651 1,702,462
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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

REEHF 2021 F 6 The estimated market value of repossessed assets held by the Group as at 30 June
H 30 HEA/ULE 2021 amounted to HK$13,133,000 (31 December 2020: HK$26,151,000). They
EE G E R comprise properties in respect of which the Group has acquired access or control (e.g.
13,133,000 jt (2020 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.

26,151,000 jr )- i

FE 7S SR 8 S R

B 15 B B T REFY

EUE WG bz b E v

FreiE £ HIREAC R

WEETAEE) M
HE AR RS ETT
SRR o
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4.1 Credit Risk (continued)

(C) EREHREE

R LA TR Y
2 (s R Bk
SIREE - ST
FPAREVIEILT - Al

(C) Debt securities and certificates of deposit

4. Financial risk management (continued)

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 ESEEsF AE At fair value through
jiEialle other
comprehensive
income
DIBes R A EST B At amortised cost
DIARESE ST AR At fair value through
2% profit or loss
W=t Total
DA ESE(LEF AR Atfair value through
lESlles other _
comprehensive
income
DLERERR AMES & At amortised cost
PN RESE(EEF AR Atfair value through
% profit or loss
gt Total

202156 H30H
At 30 June 2021

A3 DT
Aal F Aa3 Al & A3 Lower SEERLR 4=t
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT BT BT BRETIT BRETIT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
3,053,161 35,398,260 77,072,365 13,148,320 5,581,932 134,254,038
- - 140,655 - - 140,655
- 6,864,289 551,115 116,673 70,388 7,602,465
3,053,161 42,262,549 77,764,135 13,264,993 5,652,320 141,997,158

20204 12 H 31 H
At 31 December 2020

A3 DI'F
Aal & Aa3 Al ¥ A3 Lower fESTAR gzt
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
6,693,660 32,812,662 73,128,592 11,978,982 5,442,141 130,056,037
- - 1,884,988 - - 1,884,988
- 6,497,759 - - - 6,497,759
6,693,660 39,310,421 75,013,580 11,978,982 5,442,141 138,438,784
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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 =
20216 530 H
At 30 June 2021
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 3,053,161 35,398,260 77,072,365 13,148,320 5,581,932 134,254,038
DA BT E At amortised cost - - 140,655 - - 140,655
DUAREE(EEF AR At fair value through
= profit or loss - 6,864,289 551,115 116,673 70,388 7,602,465
3,053,161 42,262,549 77,764,135 13,264,993 5,652,320 141,997,158
2020412 H 31 H
At 31 December 2020
A3 LI
Aal ¥ Aa3 Al £ A3 Lower FEEEAR 4=t
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
BT BMTT BT BT BETT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PN ESE(BEFAE At fair value through
fETles other
comprehensive
income 6,693,660 32,812,662 73,128,592 11,978,982 5,442,141 130,056,037
IR 37 SN (e = At amortised cost - - 1,884,988 - - 1,884,988
DA AEE(LEF AR At fair value through
iEElves other
comprehensive
income - 6,497,759 - - - 6,497,759
6,693,660 39,310,421 75,013,580 11,978,982 5,442,141 138,438,784
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(&)

4. SREEEE (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)
€:-))
N2 Ry RUE B A HA The following tables present an analysis of impaired or overdue debt securities by
HiEm 2 TRy issue rating. In the absence of such issue ratings, the ratings designated for the
7 o FE S TRPAR VI issuers are reported.
ST BT A
SR -
W20214F6 H30H
At 30 June 2021
MRTEE Hep:
Carrying values BErRE R
Of which
A3 DIF accumulated
Aal & Aa3 Al F A3 Lower SESTAR gzt  impairment
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total allowances
BT BE¥TIT BT AT et BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
DARESE(EET AR Debt securities
& mEUg s Z & at fair value
BEs through other
comprehensive
income - - - - - - 181,335
oo : EEORMERGE  Of which
accumulated
impairment
allowances - - - - 181,335 181,335
2021 £ 6 H 30 As at 30 June 2021, there were no impaired or overdue certificates of deposit.

H - @A RE s>
Rk -
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AR BRI EE Notes to the Interim Financial Information (continued)
(&)

4. SREEEE (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)
(&
A 20204 12 H 31 H
At 31 December 2020
MRTHE Hop e
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
ATIL RECTIL BT BRTL BRI OBWTT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PUAfESE (BT AE Debt securities at
(AT = fair value
o7 through other
comprehensive
income - - - - - - 181,024
Hrp o HEPE(EAER  Of which
accumulated
impairment
allowances - - - - 181,024 181,024
#2020 £ 12 H 31 As at 31 December 2020, there were no impaired or overdue certificates of deposit.

A AR R
frk -
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(D) The impact of COVID-19 on credit risk

In response to the COVID-19 pandemic which spread across the world, the Group
actively facilitated the relief measures rolled out by the Central People's Government
and the Government of the HKSAR during the pandemic and assisted customers

affected by the pandemic.

The Group continues to manage its business operations during the pandemic, and
closely monitor and reduce the impact of the pandemic on customers. For loans and
advances, the Group comprehensively strengthens and improves pre-approval and
post-lending risk management practice, adopts appropriate measures in response to
the latest economic conditions, strengthens portfolio and customer level monitoring
and communications with borrowers in order to have better understanding on changes
in creditworthiness of borrowers and perform risk assessment in a more timely
manner, and take instant risk mitigation measures to safeguard the Bank's interest. In
the first and second quarters of 2021, the Group continued to assess the latest
macroeconomic forecast whether additional scenario should be included in regular
stress tests to assess the potential impact of the pandemic on credit risk, risk-weighted

assets, impairment allowances and capital adequacy ratio.
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.1 Credit Risk (continued)

(D) The impact of COVID-19 on credit risk (continued)

For expected credit loss model, the Group updates the forecasts of macroeconomic
factors and review the probability of economic scenarios on a quarterly basis. Relevant
economic forecasts have been updated to the expected credit loss model in response
to the latest economic environment and outlook. The management considered that
there are still uncertainties in the economic outlook under the pandemic and prudential
probability weights on each economic scenario have been maintained to reflect the
relevant situation.
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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)

4.2 Market Risk (continued)

(A) Currency risk (continued)

4. Financial risk management (continued)

TERITEAEZEHEHRNEZXR The following is a summary of the Group’s major foreign currency exposures arising from
S~ JEEER G RS AE trading, non-trading and structural positions and is prepared with reference to the
8T A AR 2 AR T e completion instructions for the HKMA return of foreign currency position.

w S RARRAINER
W2 & R IR AR RS

ENIE =

WE&E
HEEM
BHEA
BB

SRR

WEARE
HEAHA
BHEA

RARFH

SRR T

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net long position

Net structural position

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net long position

Net structural position

R 2021E6 H30H
At 30 June 2021

BT TEE
Equivalent in thousand of HK$
HAhoME s EEEE
Others Total
E5T ANE® foreign foreign
US Dollars Renminbi currencies currencies
111,803,467 160,218,013 23,154,449 295,175,929
(90,599,785)  (158,622,215) (18,909,210) (268,131,210)
27,919,759 15,229,232 3,950,382 47,099,373
(47,439,189) (14,551,121) (7,978,846) (69,969,156)
1,684,252 2,273,909 216,775 4,174,936
9,436,856 15,368,910 - 24,805,766
7 20204E 12 H 31 H
At 31 December 2020
BETTEE
Equivalent in thousand of HK$
HAt s SR
Others Total
ETT ANE# foreign foreign
US Dollars Renminbi currencies currencies
104,828,483 152,426,161 23,541,049 280,795,693
(102,885,199)  (147,965,798) (15,038,893) (265,889,890)
34,429,022 16,698,101 5,155,560 56,282,683

(34,703,679)

(19,421,336)  (13,400,132)

(67,525,147)

1,668,627

1,737,128 257,584

3,663,339

9,436,650

14,613,792 -

24,050,442

32



£5 NCB 1§ 3% 4k 41

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

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

4.2 WiEERE (8) 4.2 Market Risk (continued)

(B) FIXREkE (B) Interest rate risk
A T A [ The tables below summarise the Group's on-balance sheet exposure to interest rate
i 2021 /£ 6 H 30 risk as at 30 June 2021 and 31 December 2020. Included in the tables are the assets
HFz 2020 4F 12 H and liabilities at carrying amounts, categorised by the earlier of contractual repricing
31 HxE&EEAESE or maturity dates.
N HY A 2R B K
& - RALURTIES]
TNEE KA
BHEFTEEHM

SCEIAE (DA

202146 H30H
At 30 June 2021
-z =7 FEtR
—EAR =fER +=EA —EHE  HEME Non-
Up to 1to3 3to0 12 1to5 Over interest gt
1 month months months years 5years bearing Total

BETT  ERTR  BRTT  EBTR BMTT BRTR B%TR
HK$'000 ~ HK$'000  HK$000  HK$'000  HK$000  HK$O000  HK$'000

=73 Assets
[ETFIR 4 R T GRAT R HoAth 4288 Cash and balances with banks and
R4S ER other financial institutions 46,117,951 - - - - 4,536,585 50,654,536
TESRAT R Hofth &Rt — %=+ Placements with banks and other
{18 H R 2 E R financial institutions maturing
between one and twelve months - 3,034,997 3,627,881 - - - 6,662,878
AREE(EE ARy £RiERE  Financial assets at fair value
through profit or loss 2,834,173 4,367,639 16,100,905 551,115 - 1,442,117 25,295,949
TSR TE Derivative financial instruments - - - - - 855,783 855,783
SRR AR Advances and other accounts 183,801,991 38,616,118 52,902,308 13,975,948 3,792,161 - 293,088,526
BRLHE Financial investments
- DAREE ST AR A2 E - At fair value through other
sy comprehensive income 14,203,219 29,169,126 19,401,844 67,604,954 3,874,895 56,594 134,310,632
- DURpA R R - At amortised cost 117,355 - 544,244 - - - 661,599
BV Investment properties - - - - - 327,610 327,610
VI - B30 Rt Properties, plant and equipment - - - - - 8,587,090 8,587,090
HitgE (EiERERIESRE)  Other assets (including deferred
tax assets) - - - - - 2,757,928 2,757,928
B Total assets 247,074,689 75,187,880 92,577,182 82,132,017 7,667,056 18,563,707 523,202,531
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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)

Liabilities

Deposits and balances from banks
and other financial institutions

Financial liabilities at fair value
through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities and certificates of
deposit in issue

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

Subordinated liabilities

Total liabilities

Interest sensitivity gap

20216 H30H
At 30 June 2021

—= = FatR

—EARN =fEH +=@EA —ZEAE  BEFME Non-
Up to 1to3 3to0 12 1to5 Over interest qEt
1 month months months years 5years bearing Total
BT BT BMTT BT BT ¥t BN
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
13,257,964 6,659,143 8,844,927 2,198,643 30,960,677
373,002 3,657,481 1,470,367 5,500,850
- - 942,791 942,791
186,064,310 71,720,293 78,992,261 12,817,053 360,333 15,514,429 365,468,679
278,488 1,518,104 11,965,423 13,955,720 27,717,735
3,787,690 1,957,657 9,869,353 1,335,918 197,016 5,033,682 22,181,316
- 5,427,125 5,427,125
203,761,454 85512,678 111,142,331 28,108,691 5,984,474 23,689,545 458,199,173
43,313,235 (10,324,798) (18,565,149) 54,023,326 1,682,582 (5,125,838) 65,003,358
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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)

#2020 4212 H 31 H
At 31 December 2020

-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 52,778,399 - - - - 5,394,911 58,173,310
Placements with banks and other
financial institutions maturing
between one and twelve months - 337,676 218,303 - - - 555,979
Financial assets at fair value
through profit or loss 1,498,520 3,874,604 17,540,189 - - - 22,913,313
Derivative financial instruments - - - - - 1,031,063 1,031,063
Advances and other accounts 193,234,131 35,384,885 31,891,916 14,600,174 1,974,027 - 277,085,133
Financial investments
- At fair value through other
comprehensive income 15,383,276 28,527,507 28,514,033 55,862,458 1,768,763 54,109 130,110,146
- At amortised cost - - 2,779,095 - - - 2,779,095
Investment properties - - - - - 341,080 341,080
Properties, plant and equipment - - - - - 8,220,738 8,220,738
Other assets (including deferred
tax assets) - - - - - 4,488,304 4,488,304
Total assets 262,894,326 68,124,672 80,943,536 70,462,632 3,742,790 19,530,205 505,698,161
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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)

Liabilities

Deposits and balances from banks
and other financial institutions

Financial liabilities at fair value
through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities and certificates of
deposit in issue

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

Subordinated liabilities

Total liabilities

Interest sensitivity gap

2020412 H 31 H
At 31 December 2020

—& =% FitE

—fEAAN =f8A +=MER e AERLE Non-
Upto 1t03 3t012 1to5 Over interest dast
1 month months months years 5 years bearing Total
AT AT BT IT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
14,010,156 12,007,788 4,568,817 2,477,555 33,064,316
2,159,973 2,576,898 1,914,116 6,650,987
- - 1,882,953 1,882,953
181,768,498 67,449,733 76,009,321 11,339,764 95,348 14,967,264 351,629,928
- 9,664,888 4,682,608 9,666,939 - 24,014,435
3,157,297 3,719,697 5,855,254 1,418,081 22,155 5,838,947 20,011,431
- - 5,416,390 5,416,390
201,095,924 95,419,004 93,030,116 22,424,784  5533,893 25,166,719 442,670,440
61,798,402 (27,294,332) (12,086,580) 48,037,848 (1,791,103) (5,636,514) 63,027,721
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AT

TREAEER 2021 5
6 H 30 HJ 2020 4 12
A 31 HZ &R A
FHEAR T > SR
I BWERAFHESYY
FHAEATRIBRIAIR 7 -

BE Assets

[EFH 4 AR T R At 4@t Cash and balances with banks
b ESER

TR H SRt — 2+
A8 A NEH 2 BRI

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

AREE R AJBRS 2 $Rli&E#E Financial assets at fair value

through profit or loss

- G - Trading
- (B - Debt securities
- FEcE - Certificates of deposit

- MR EE T AR

%o B value through profit or loss,

non trading
- [ - Debt securities
- HAh - Others
- HlnsEs - Equity securities
fTEemTA Derivative financial instruments
SR AR Advances and other accounts
- BFERK - Advances to customers
- BOSE - Trade bills
SREE Financial investments
- DA g bt AR A% - At fair value through other
[iEifkeny comprehensive income
- [ - Debt securities
- GH - Certificates of deposit
- DA TR - Atamortised cost
- (B - Debt securities
- kG - Certificates of deposit
- FHfth - Others
- Belna&ss - Equity securities
B Investment properties

Yk ~ SRR
HitrgE (EfREERAERE)

Properties, plant and equipment
Other assets (including deferred
tax assets)

Total assets

HERE

4.3 Liquidity Risk

Maturity analysis

4. Financial risk management (continued)

balance sheet date to the contractual maturity date.

Notes to the Interim Financial Information (continued)

The tables below analyse the Group’s assets and liabilities as at 30 June 2021 and 31
December 2020 into relevant maturity groupings based on the remaining period at

- Mandatorily measured at fair

and other financial institutions 23,226,442 27,428,094

#2021 6 H30H
At 30 June 2021
-z =7
B —EARN  =ER +EA —ZEAf AENE FEEE

On Up to 1to3 3to 12 1to5 Over 5 Hi# st
demand 1month months months years years Indefinite Total
BT OBERTRT BWTT ENTRT BT AT E¥TR ARt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
- - - 50,654,536
- 3,034,997 3,627,881 - - - 6,662,878
1,619,012 3,131,444 2,113,833 551,115 7,415,404
- 116,673 - - - 116,673
44,465 9,000 - - 16,923 70,388
1,198,239 1,191,729 13,861,399 - - - 16,251,367
- - - 1,442,117 1,442,117
248,041 225482 166,663 95,543 120,054 855,783

29,440,714 8,918,737 13,039,210
3 478,128 190,009

- 4,350,164 15,266,997

721,100 879,386
117,355 -
1,140,415 1,038,301 32,659

58,292,384 120,209,550 60,060,459 2,459,234 292,420,288

98

21,295,171 86,132,583

692,845

23,300

520,944

85,661

- - - 668,238

3,895,016 - 130,939,931

1,020,776 3,314,107
- - - 23,300
- - - 117,355
- - - 520,944
- - 56,594 56,594

327,610 327,610
8,587,090 8,587,090

439,223 21,669 2,757,928

54,055,615 46,094,612 36,977,559 100,734,732 208,473,301 63,955,47512,911,237 523,202,531
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T HAR B BRI EE Notes to the Interim Financial Information (continued)
(&)

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

4.3 mehELmEs (%) 4.3 Liquidity Risk (continued)
FHAE T (&) Maturity analysis (continued)
202146 H30H
At 30 June 2021
—= =z
B —@ERAA =BH +-EA —ZEEf AENE FEE
On Up to 1to3 3to 12 1to5 Over [=h:] gt
demand 1 month months months years  5years Indefinite Total

HBETT  OEWTT BT BNTRT OEETT BRTRE AETR ERTR
HK$000  HK$'000  HK$O000  HK$O00 HK$O000 HK$000 HK$O000  HK$000

aE Liabilities
TR H A SRR Y 2% Deposits and balances from banks
4EER and other financial institutions 3,175,903 12,280,704 6,659,143 8,844,927 - - - 30,960,677

INESEEET ABZS 2 &Ri&  Financial liabilities at fair value
i through profit or loss - 373,002 3,657,481 1,470,367 - - - 5,500,850
fTEemTA Derivative financial instruments 86,102 186,680 211,513 97,030 361,464 2 - 942,791
Ed=yerq Deposits from customers 132,656,764 67,150,097 71,724,425 80,760,004 12,817,056 360,333 - 365,468,679
CR T EE S N TRE Debt securities and certificates of

deposit in issue - 278,488 1,518,104 11,965,423 13,955,720 - - 27,717,735
HoAhFETE R (RFEIERTFTE Other accounts and provisions
FRIERTEE ) (including current and deferred tax

liabilities) 6,861,583 2,360,404 1,682,668 8,952,422 2,118,096 197,016 9,127 22,181,316
=t Subordinated liabilities - - - - - 5,427,125 - 5,427,125
b=t Total liabilities 142,780,352 82,629,375 85,453,334 112,090,173 29,252,336 5,984,476 9,127 458,199,173
MG SO Net liquidity gap (88,724,737) (36,534,763) (48,475,775) (11,355,441) 179,220,965 57,970,99912,902,110 65,003,358
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Notes to the Interim Financial Information (continued)

4.3 Liquidity Risk (continued)

Maturity analysis (continued)

4. Financial risk management (continued)

#2020F 12 H31 H
At 31 December 2020

- =%
g —EAA =EA +=EA —ERF AFEMLE FHEE
On Up to 1t03 3t012 1t05 Over 5 H¥EA =t
demand 1 month months months years years Indefinite Total
BETIT O BETT O AETT  EETT BETT BlETT BT BT
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
Assets
Cash and balances with banks and
other financial institutions 27,565,169 30,608,141 - 58,173,310
Placements with banks and other
financial institutions maturing
between one and twelve months - - 337,676 218,303 555,979
Financial assets at fair value
through profit or loss
- Trading
- Debt securities - - 2,739,339 3,758,420 6,497,759
- Mandatorily measured at fair
value through profit or loss,
non trading
- Others 1,498,520 1,135,265 13,781,769 16,415,554
Derivative financial instruments 266,944 98,118 154,500 385,639 125,862 1,031,063
Advances and other accounts
- Advances to customers 27,085,817 5,688,998 24,194,159 47,302,076 115,168,007 56,624,608 631,106 276,694,771
- Trade bills 6 112,788 262,373 15,195 390,362
Financial investments
- At fair value through other
comprehensive income
- Debt securities 5,098,969 10,971,693 26,019,602 76,552,439 1,792,106 - 120,434,809
- Certificates of deposit 1,150,375 4,243,333 3,319,765 907,755 9,621,228
- Atamortised cost
- Debt securities - - 1,768,208 1,768,208
- Certificates of deposit 1,006 115,774 116,780
- Others - - 894,107 894,107
- Equity securities - - - - 54,109 54,109
Investment properties - - - - 341,080 341,080
Properties, plant and equipment - - - - 8,220,738 8,220,738
Other assets (including deferred
tax assets) 2,694,513 1,261,574 30,083 105,781 365,301 31,052 4,488,304

Total assets

57,612,449 45,518,489 44,068,421 97,684,639 193,119,364 58,416,714 9,278,085 505,698,161
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4.3 mehELmEs (%) 4.3 Liquidity Risk (continued)

Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

FHEAH T (&) Maturity analysis (continued)
2020412 A 31 H
At 31 December 2020
—F =%
i —EAR = E)E +ZEA —EFAF HEFULE FHEE
On Up to 1t03 3t012 1t05 Over Hi HaaT
demand 1 month months months years 5years Indefinite Total
BT BETIT BT BB BN TOT BT BT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
aE Liabilities
SRIT R H M SRl > 1730, Deposits and balances from banks
4EER and other financial institutions 3,136,326 13,351,254 12,007,919 4,568,817 - - - 33,064,316
INESEEET ABZS 2 &Ri&  Financial liabilities at fair value
i through profit or loss - 2,159,973 2,576,898 1,914,116 - - - 6,650,987
ThEeRTAE Derivative financial instruments 87,292 374,686 334,686 597,326 487,056 1,907 - 1,882,953
Ed=yerq Deposits from customers 135,638,027 61,105,318 67,449,562 76,002,051 11,339,622 95,348 - 351,629,928
B TEBR S RS Debt securities and certificates of
deposit in issue 139,761 119,247 2,065,633 8,022,045 13,667,749 - - 24,014,435
HoAhIFETE R (RFEIERTFTE Other accounts and provisions
FARIERTE A ) (including current and deferred tax
liabilities) 5,541,771 1,879,592 3,956,498 6,263,966 2,191,071 155,092 23,441 20,011,431
®IEAE Subordinated liabilities - - - 5,416,390 - 5,416,390
b= k| Total liabilities 144,543,177 78,990,070 88,391,196 97,368,321 27,685,498 5,668,737 23,441 442,670,440
MG SO Net liquidity gap (86,930,728) (33,471,581) (44,322,775) 316,318 165,433,866 52,747,977 9,254,644 63,027,721
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AR RS ORI e Notes to the Interim Financial Information (continued)
(&)

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

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

N £ H) s A HA R The Group has reported assets such as advances and debt securities which have
W1 {(EH 2 &E - # been overdue for not more than one month as “On demand”. In the case of an asset
WK B 558 7% that is repayable by different payments or instalments, only that portion of the asset
Sk TEIHE | &EE - that is actually overdue is reported as overdue. Any part of the asset that is not due
% R[5 R B is reported according to the residual maturity unless the repayment of the asset is in
SHEE EE > 1 doubt in which case the amount is reported as “Indefinite”. The above assets are
HZEETE R stated after deduction of provisions, if any.

2 # oy B AF

B - HAARZERZ &

3 {70 8 SR AR 2 9 B
AR (B
ZAREZEEFA
e, > AL SRR
Pk TR REE H
By o BMPRZE
JE EL TR A {7 A B
#f (WH) -

B 1E 3% 88 ~ X FE It The disclosure does not imply that the securities will be held to maturity.

A 25
0 -
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AR RS ORI e Notes to the Interim Financial Information (continued)
(&)

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

4.4 BREHE 4.4 Capital Management
REE R (F The Group continues to adopt the standardised (credit risk) (“STC”) approach and the
FH RS ) sHELE K Es sk securitization standardized approach (“SEC-SA”) to calculate the credit risk capital charge
TEAE B Ay Bt Bk for its non-securitisation exposures and securitisation exposures respectively.
2L b R 9 R
LB R bR Y
(EEEREARZOK -
N Y R A (S The Group continues to adopt the standardised credit valuation adjustment (“CVA”)
IR T SHEE method to calculate the capital charge for the CVA risk of the counterparty.
AEE G E AR E R
KA TEAZK -
B s A P R (T The Group continues to adopt the standardised (market risk) (“STM”) approach and the
A ) LR R standardised (operational risk) (“STO”) approach to calculate the market risk capital

(e e RS ) SEsE charge and the operational risk capital charge respectively.

SalstE S EEEAR
FER R AR R B AR

3k o

(A) BEELc A (A) Basis of regulatory consolidation
B E RS R The consolidation basis for regulatory purposes comprises the positions of the Bank
TyiRiE ($R17% (& and certain subsidiaries specified by the HKMA in accordance with the Banking
AK) A AT (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
FEE 2 e E accordance with HKFRSs and the list of subsidiaries is set out in “Appendix—
Z B AT - £F Subsidiaries of the Bank” on page 129.
FatEE T - Al
HE o A I 5 5 2

GaltEaE  He

BHENES 129 H "I
Bk — ARIRIT T B A
H e

42



£5 NCB 1§ 3% 4k 41

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)
IR 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 & 5 8 [ P9 A B follows:
BAEZEEOT ¢
7 2021FE 6 H30H 72020412 H 31 H
At 30 June 2021 At 31 December 2020
BRI =z KR BRI
£ 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 16,769 16,660 16,746 16,637
EEREEHEAIR Kwong Li Nam Investment Agency
] Limited 4,927 4,563 4,914 4,561
FEEREESRIT (fREE Nanyang Commercial Bank
N) BIEAE] (Nominees) Limited 1,436 1,436 1,441 1,441
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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 129.

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 2021 (31 December 2020: 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 2021 (31 December 2020: Nil).

(B) Capital ratio

72021 48 Tt 2020 4
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
CET1 capital ratio
12.56% 12.89%
Tier 1 capital ratio 15.12% 15.61%
Total capital ratio 18.64% 19.26%
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4. Financial risk management (continued)

4.4 Capital Management (continued)

(B) Capital ratio (continued)

Notes to the Interim Financial Information (continued)

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

capital ratios is analysed as follows:

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

Retained earnings
Disclosed reserves

CET1 capital before regulatory deductions

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

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

Regulatory reserve for general banking risks

Total regulatory deductions to CET1 capital

CET1 capital

Additional Tier 1 capital

Tier 1 capital

45

W 2021 4 i+ 2020 4
6 H30H 12H31H
At 30 June At 31 December
2021 2020
BT BT
HK$'000 HK$'000
3,144,517 3,144,517
42,201,188 40,738,381
10,334,563 9,821,320
55,680,268 53,704,218
(113) (118)
(459,134) (430,257)
(332) (2,133)
(6,830,628) (6,781,431)
(2,672,040) (2,453,479)
(9,962,247) (9,667,418)
45,718,021 44,036,800
9,314,890 9,314,890
55,032,911 53,351,690
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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)

Tier 2 capital: instruments and provisions

Qualifying Tier 2 capital instruments plus any
related share premium

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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2021 4 A 2020 £
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
AT AT
HK$'000 HK$'000
5,403,602 5,392,907
4,329,805 4,020,931
9,733,407 9,413,838
3,073,783 3,051,644
3,073,783 3,051,644
12,807,190 12,465,482
67,840,101 65,817,172
R 2021 & Ji* 2020 4%
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
2.50% 2.5%
0.60% 0.61%
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Notes to the Interim Financial Information (continued)

4. Financial risk management (continued)

4.4 Capital Management (continued)

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

In accordance with the Banking (Capital) Rules, the phase-in from 2016 to 2019 of the
Capital Conservation Buffer (“CCB”) is designed to ensure banks build up capital outside
periods of stress of 2.5% of risk-weighted assets (“RWAs"). The Countercyclical Capital
Buffer (“CCyB*) which is set on an individual country basis and is built up during periods of
excess credit growth to protect against future losses. The HKMA announced a CCyB for
Hong Kong of 2.00% and 1.00% of RWAs from 14 October 2019 and and 16 March 2020
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

72021 48 J 2020 4

6 H30H 12 H31H

At 30 June At 31 December

2021 2020

AT ATIT

HK$'000 HK$'000

Tier 1 capital 55,032,911 53,351,690
Leverage ratio exposure 561,949,256 533,313,515
Leverage ratio 9.79% 10.00%

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 debt instruments issued by certain governments and
certain exchange-traded derivative contracts.

Level 2: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is observable, either directly or indirectly. This category
includes majority of the 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,
debt securities, rediscounted bills and forfeiting 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
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H- BEAMGESEIR R EHE
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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
Fit ~ 22 5 P S NE R LA B
H s ik FE P A T 25
(BB Bl T 3R < A AR
SIMTTRAE » ALER IR R
B — A P AR AR
S PA—{E m] s i
GEE ROV NS e
B8 7 B AR — R DA
AR EIBR ZE S AR By
S R S E 2R EY
R AR ER 22 - dE b 2
e T4 b AT B AR B mT
B A B BT S B

A

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.
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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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5.1 Financial instruments measured at fair value (continued)

(A) Fair value hierarchy

Financial assets
Financial assets at fair value
through profit or loss
(Note 17)
- Trading
- Debt securities and
certificates of deposit
- Mandatorily measured at
fair value through profit
or loss, non trading
- Debt securities
- Equity securities
- Others
Derivative financial
instruments (Note 18)
Financial investments at fair
value through other
comprehensive income
(Note 20)
- Debt securities and
certificates of deposit
- Equity securities

Financial liabilities

Financial liabilities at fair
value through profit or loss
(Note 24)
- Trading

Derivative financial
instruments (Note 18)
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7202146 30 H
At 30 June 2021

Notes to the Interim Financial Information (continued)

E—fEk B BE=IE% GETN
Level 1 Level 2 Level 3 Total
BT BT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
- 7,532,077 - 7,532,077

- 25,923 44,465 70,388

- - 1,442,117 1,442,117

- - 16,251,367 16,251,367
249,349 606,434 - 855,783
- 134,254,038 - 134,254,038

- - 56,594 56,594

- 5,500,850 - 5,500,850

88,956 853,835 - 942,791




£5 NCB 1§ 3% 4k 41

SRR B BRI e
(&)

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 e ARE L
ERiErE (M 17)

oM
—(E%RE IR
=5t DL S B
bt AdE%
ElS
—HAil
PSR TR
(Ifta£ 18)
LA e BT AR A
L ER N Ei g

(IF3E 20)

~ s R
trE
el

SR
AL AT
SR (3 24)

B
P SHTA
(Fifz: 18)

AEEZ SR T AR
RS HE 4k
Fe 8 = g 4 2 [l Y i
% (2020 4 12 A 31
H o) e

(A) Fair value hierarchy (continued)

5.1 Financial instruments measured at fair value (continued)

2020412 H 31 H
At 31 December 2020

Notes to the Interim Financial Information (continued)

gk B E=IEER HEEt
Level 1 Level 2 Level 3 Total
BT BT T BT BT
HK$'000 HK$'000 HK$'000 HK$'000
Financial assets
Financial assets at fair value
through profit or loss
(Note 17)
- Trading
- Debt securities - 6,497,759 - 6,497,759
- Mandatorily measured at
fair value through profit
or loss, non trading
- Others - - 16,415,554 16,415,554
Derivative financial
instruments (Note 18) 267,649 763,414 - 1,031,063
Financial investments at fair
value through other
comprehensive income
(Note 20)
- Debt securities and
certificates of deposit 1,162,689 128,893,348 - 130,056,037
- Equity securities - - 54,109 54,109
Financial liabilities
Financial liabilities at fair
value through profit or
loss (Note 24)
- Trading - 6,650,987 - 6,650,987
Derivative financial
instruments (Note 18) 88,464 1,794,489 - 1,882,953

There were no financial instrument transfers between level 1 and level 2 for the
Group during the period (31 December 2020: Nil).
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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
7 2021426 F 30 H
At 30 June 2021
SHEE
Financial assets
LA sERTA
HAf RS
BEIMUARE ng ffi%f
#{Lrt AR investments at
Mandatorily measured at fair value fair value
through profit or loss through other
IER B comprehensive
Non trading income
EBR Ietra8ze e dhare
Debt Equity HAth Equity
securities  securities Others securities
ARETIT AETT B¥%TT AT T
HK$'000 HK$'000 HK$'000 HK$'000
20211 H1H At 1 January 2021 - - 16,415,554 54,109
g/ (E548) Gains / (losses)
e = - Income statement - - 309,065
- HA A Al - Other comprehensive
income
- WA RERE AR - Change in fair value of
b 4 T UL % 7Y financial assets at fair
EMEEZAN value through other
elEE(E comprehensive
income - - 2,485
- [EREH - Exchange difference - - 1,226,555
e Additions 44,465 1,442,117 57,919,975
Disposals, redemptions and
FRE ~ AR R EIHA maturity - - (59,619,782)
#2021 406 H 30 H At 30 June 2021 44,465 1,442,117 16,251,367 56,594
J* 2021 406 H 30 H Total unrealised gain for the
RS ER period included in income
WEt Al RITRE statement for financial
AU A A EH assets held as at 30 June
2021 - - 25,044 -
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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 (continued)
(&
#2020 412 H 31 H
At 31 December 2020
ERVEE
Financial assets
IDVASINIEEI N
HoAtr 2 i g
sEHIM LA R E f4 Ry
B(bat AfRaE Financial
Mandatorily measured investments at fair
at fair value through value
profit or loss through other
Ik comprehensive
Non trading income
FoAh R a8 75
Others Equity securities
BT BT T
HK$'000 HK$'000
A2020E1H1H At 1 January 2020 7,908,715 31,163
W Gains
- Witk - Income statement 450,003 -
- HAtr S as - Other comprehensive income
- I efEEF A - Change in fair value of financial assets at
4 T U %5 7Y fair value through other comprehensive
EMEEZN income
fEEL - 22,946
- [EREH - Exchange difference 545,912 -
HE Additions 100,853,300 -
FRE ~ IEE R EHA Disposals, redemptions and maturity (93,342,376) -
2020412 H 31 H At 31 December 2020 16,415,554 54,109
£ 2020 4412 A 31 H Total unrealised gain for the period included
RN REE R in income statement for financial assets
WEt Al RIIARE held as at 31 December 2020
B WS A 21,583 -
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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 (continued)
(&)
202146 H 30 H As at 30 June 2021 and 31 December 2020, financial instruments categorised as
K 2020 &£ 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.

SRMTAEERUL
Sl 2L AdHiG 2
SREE R LR
it -

BIRF IR B R For certain illiquid others financial assets classified as fair value through profit or loss
UAPNAPRER (e N and fair value through other comprehensive income, the Group obtains valuation
R f A SREZ(L quotations from counterparties which may be based on unobservable inputs with
s AR A U 2 significant impact on the valuation. Therefore, these instruments have been classified
BREE  AREE by the Group as level 3. The Group has established internal control procedures to
ZHFRAE AR control the Group’s exposure to such financial instruments.

EAEFRRERA T

HEGEEEENEZE

A2 280 I

AR B S il T

HEINERE =g - A

S E TR I AR R P E

R P B 2 4

PR R T A -

ISR LAY The fair values of unlisted equity shares are determined with reference to multiples of
VEE Sk v s o comparable listed companies, such as average of the price/earning ratios of
[EAAGIRAE SV comparables, or net asset value, if appropriate comparables are not available. The
BAEE SR E significant unobservable inputs applied in the fair values measurement of the Group’s
LRy A E] - Al unlisted equity shares are as follows:

HEESMERE - A

FBR BRI O 1E

NREEETRA

NERTTEHZES2H

wr -
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Notes to the Interim Financial Information (continued)

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

5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

T B S BE N AREATRR S

EAAFUEHRSH Relationship of

BT Significant unobservable HE unobservable inputs

Valuation method inputs Range to fair value
i B 123 - 326 il BRI i

Price/earning ratios (2020: 7.0 - 52.7) A BRI

The higher the price/earning
ratios, the higher the fair value.

TE HE T HE 8 26 -82 {8 R F A
Price/Book ratios (2020: N/A) Nl
The higher the Price/Book
s EEE A ratios, the higher the fair value
Market comparison approach RIEEEM SIS 3.9-13.9 RIEEAMR SIS
R (2020:008 =34.29) | gyppmimse, o A AT
EV/EBITDA The higher the EV/EBITDA
ratios, the higher the fair value.
RENMEREK (2020: 3?6%;.{‘)) RENMERE KA » AREBIE
Liquidity discount ' The higher the liquidity
discount, the lower the fair
value.
Rl 7 N N NI
Recent transaction approach N/A N/A N/A

ARBEERBEEGRAEZ
o] P e
Ho il IREVHER
WO SE (B AR BT
B Rk 8 AR AR AT
TE A (% - A TE A M
ERT LAy RN ]
Bl ys w0
5% > RIAGEEIH A2
A1 W 2 R g5 1 B0 RS 15
1 o3 RIS D
& 2,830,000 J7:( 2020
412 A 31 H ¢
2,705,000 jT ) I
72,106,000 7 (2020
FI2H31IH: M) -
& IE LT R R 1Y
AEEZE L —
HIN A T B Z 2 M
ECHi S TIpINER)- 2= S
=R ERIRNCE S

by S SR 2
i -

The fair value is positively correlated to the price/earning ratios, price/book ratios and
EV/EBITDA of appropriate comparables. Had the significant unobservable inputs
applied on the valuation technigues increased/decreased by 5%, the Group’s other

comprehensive income and profit or loss would have increased/decreased by

HK$2,830,000 (31 December

2020: HK$2,705,000) and HK72,106,000 (31

December 2020: Nil) respectively. When the fair value of the unlisted shares are
affected by more than one unobservable input, the aforesaid impact reflects the most

favourable or the most unfavourable change from varying inputs individually.
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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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5. &RIEEMAEA M 5. Fair values of financial assets and liabilities (continued)
& (&

Notes to the Interim Financial Information (continued)

5.2 Financial instruments not measured at fair value (continued)

5.2 JERAREBNERMT

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 -

BREEE
B TR Z % e B e B
e 5.1 WA RERE

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.

Subordinated liabilities
The fair value of the instrument 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.

HIE S TR R FREE R A
ZITEME -

FrLL b HAR B A fE
MENEB TR T
RIELLA o lERT B H SR

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.

THZEAERAE -
1 20214#E6 H30H 720204412 H 31 H
At 30 June 2021 At 31 December 2020
T REE ARE IRER ARE
Carrying value Fair value Carrying value Fair value
BT AT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
SREE Financial assets
DR ER T & Debt instruments at
FEHLE amortised cost 661,599 702,131 2,779,095 2,859,873
SRLE R Financial liabilities
ERTERSE SR Debt securities and
FEy certificates of deposit in
issue 27,717,735 27,853,749 24,014,435 24,178,199
‘BIEEE Subordinated liabilities 5,427,125 5,612,813 5,416,390 5,622,606
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6. JFFIEULA

FISWA

T [R5 e H At <6 R A A
IR

HFEEK

ERE

HAth

FISSH

I 3% B A <5 Rl b AR 1 Y
I

K

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

RIHER
THE A
HAt

EFIRUA
JELLA A L AR 2
RS EN SRS AT EE
HIFE U AR FIE S H 53 3l
By M 5,816,200,000 T
(2020 4 LR4E 2 B
6,720,655,000 7T ) Kkl
2,605,679,000 7T (2020 4
op4E R 3,426,160,000
TC) e

6. Net interest income

Interest income

Due from banks and other
financial institutions

Advances to customers

Financial investments

Others

Interest expense
Due to banks and other financial institutions

Deposits from customers

Debt securities and certificates of deposit in
issue

Subordinated liabilities

Lease liabilities

Others

Net interest income

Notes to the Interim Financial Information (continued)

FEEER FELERE
2021 4 2020 &

6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020

AT T ATIT
HK$'000 HK$'000
244,334 342,814
4,306,576 4,794,900
1,259,801 1,569,773
5,489 13,168
5,816,200 6,720,655
(206,310) (177,933)
(1,654,882) (2,825,374)
(486,748) (284,380)
(104,808) (104,747)
(12,072) (10,426)
(140,859) (23,300)
(2,605,679) (3,426,160)
3,210,521 3,294,495

Included within interest income and interest expense are HK$5,816,200,000 (first half of
2020: HK$6,720,655,000) and HK$2,605,679,000 (first half of 2020: HK$3,426,160,000), for
financial assets and financial liabilities that are not recognised at fair value through profit or

loss respectively.
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AR RS
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fog &

PRbE

VESE
edile e
PRERE

SRE AL E RS
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HEEW

Fipth

MR kRS
ezl
(RS

HAth
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- (SRR EMAZELEE
- BRI R AMEA
- BRESE RS HY

7. Net fee and commission income

Fee and commission income
Loan commissions
Securities brokerage
Insurance

Funds distribution

Bills commissions
Payment services

Safe deposit box

Trust and custody services
Credit card business
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
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FEGEHE PR S
2021 £ 2020

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
AT AT T
HK$'000 HK$'000
344,813 312,609
187,620 135,548
144,020 113,816
99,557 67,761
87,757 82,076
23,744 20,748
20,559 20,070
3,634 13,514
2,680 4,742
207 200
91,939 100,765
1,006,530 871,849
(25,236) (18,154)
(1,208) (1,371)
(23,265) (18,123)
(49,709) (37,648)
956,821 834,201
423,994 316,107
(2,275) (1,222)
421,719 314,885
10,661 20,312
(685) (658)
9,976 19,654
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(&)

8. B AR

R (1R JRE
- SNBSS F) R INEERL B i

- FIERTH RN B ST

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&REEZFNZS 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
2021 £ 2020 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
AT AT T
HK$'000 HK$'000
113,661 41,805
(58,016) (19,344)
(8,809) (7,958)
46,836 14,503
FEGEHE PEGEEE
2021 £ 2020

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT BT
HK$'000 HK$'000
79,563 242,664
(12,061) (503)
67,502 242,161




£5 NCB 1§ 3% 4k 41

SRR B BRI e
(&)
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Erez =i 3sCIUN

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

FEBHEY R S B
HIRR IR B YI2E 2 3
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(2020 # EF 4 @ &
73,000 7T ) °
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Notes to the Interim Financial Information (continued)

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

FELEHER FEEE
2021 4 2020 £

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
AT BT
HK$'000 HK$'000
1,245 1,445
5,080 4,981

(314) (832)

5,952 6,262
11,963 11,856

Included in the “Outgoings in respect of investment properties” is HK$61,000 (first half of
2020: HK$73,000) 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 2020: Nil).

11. Net charge of impairment allowances

Balances with banks and other financial institutions

Advances and other accounts
Financial investments

Other assets

Financial guarantees

Loan commitments

Net charge of impairment allowances
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VAT PAEEHE
2021 &£ 2020

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
AT AT
HK$'000 HK$’000
(4,854) 318
(452,726) (284,549)
(1,770) 8,640
(4,480) (2,058)
(194,800) (94,125)
(24,369) (3,430)
(682,999) (375,204)
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Notes to the Interim Financial Information (continued)

12. Operating expenses

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

Premises and equipment expenses (excluding
depreciation)
- leases of short-term or low-value assets
- information technology
- others

Depreciation

Auditor’'s remuneration
- audit services
- non-audit services

Other operating expenses

- outsourcing activities fee
- others
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FEERE FEGERE
2021 4 2020 £

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT ATT
HK$'000 HK$'000
789,717 808,285
119,233 65,744
908,950 874,029
24,750 2,085
24,149 16,611
32,382 29,142
81,281 47,838
261,042 260,382
5,276 4,349

95 817
171,944 168,019
163,570 149,834
1,592,158 1,505,268
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AR RS R R Notes to the Interim Financial Information (continued)

(%)
13. BE B - 2544 13. Net loss from disposal/revaluation of properties, plant and
Bkt 2 R equipment
FELET FEGEE
2021 £ 2020 /¢
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT BT
HK$'000 HK$'000
HEE R ~ B s R St Net loss from disposal of equipment, fixtures and
ZFER fittings (2,346) (1,143)
Bl FEZF WG (EE) Net gain/(loss) from revaluation of premises 1,167 (5,553)
(1,179) (6,696)
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14. Taxation

Taxation in the income statement represents:

Current tax
Hong Kong profits tax
- current period taxation

Overseas taxation
- current period taxation

Notes to the Interim Financial Information (continued)

- A GlegE) AR
b

PRI
B 2R AR S g ]
BRI

HEEMER HIZEEE
2021 4F bR ARG EEERR
IR 16.5% (2020
£F 1 16.5%) 2% - JEBIMNG
FlZ Fiaidacid 2021 4 B
AL FERBR AR
KB REBFTEE R 2 BT
TEHE -

- (Over)/under-provision in prior periods

Deferred tax

Origination and reversal of temporary differences

and unused tax credits

FELEEE PHERR
2021 4 2020 £

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT BT
HK$'000 HK$'000
249,717 262,082
79,935 158,775
(3,204) 4,042
326,448 424,899
(40,466) (88,058)
285,982 336,841

Hong Kong profits tax has been provided at the rate of 16.5% (2020: 16.5%) on the
estimated assessable profits arising in Hong Kong for the first half of 2021. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
2021 at the rates of taxation prevailing in the countries in which the Group operates.
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HERH > BB R RIS
BIRETEABIIHARAT
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Notes to the Interim Financial Information (continued)

14. 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% (2020: 16.5%)

Effect of different taxation rates in other countries

Income not subject to taxation

Expenses not deductible for taxation purposes

Tax losses not recognised

Utilisation of previously unrecognised tax losses

(Over)/under-provision in prior periods

Foreign withholding tax

Adjustment in respect of distribution payment for additional
equity instruments

Taxation charge

Effective tax rate

15. Dividends

FELEHRE FEEER
2021 4 2020 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT BT
HK$'000 HK$'000
2,199,812 2,744,364
362,969 452,820
13,559 17,249
(79,327) (97,610)
30,227 (864)

1 1

3 3

(3,204) 4,042
175 (421)
(38,415) (38,373)
285,982 336,841
13.00% 12.27%

No dividend was declared for the half-year ended 30 June 2021 (first half of 2020: Nil).
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

16. EFEHEE - R &E 16. Cash, balances and placements with banks and other financial
ROERTT R LAt Rl institutions

2021 4 A 2020 £
6 H30H 12531 H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
BRI & R R T B Cash and balances with banks and other
R RENT4S e financial institutions
- EFERE - Cash 590,314 624,920
- (ER SR T AL AR - Balances with central banks 15,589,225 17,678,912
- FRUSRAT B oA 4 Bl A% - Balances with banks and other financial
TEAVAEER institutions 7,046,955 9,261,377
- TESRTT R HAMh < B — - Placements with banks and other financial
{5 NEIHE > BRI institutions maturing within one month 27,504,790 30,685,326
50,731,284 58,250,535
B ZE Impairment allowances
- EPEE - Stage 1 (764) (1,845)
- BEPEER - Stage 3 (75,984) (75,380)
50,654,536 58,173,310
TESRTT R Al R i — Placements with banks and other financial
2+ _EARNFHIZ E institutions maturing between one and twelve
IR months 6,668,956 556,111
B ZE Impairment allowances
- PEEL - Stage 1 (6,078) (132)
6,662,878 555,979
57,317,414 58,729,289
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AR BRI EE Notes to the Interim Financial Information (continued)

(&)

17. AnfE8/EET A$B2:  17. Financial assets at fair value through profit or loss

ZEREE

BEMEDA R
EE(LETARE

Mandatorily measured at

fair value through

profit or loss

oM E| 5 &=t
Trading Non trading Total
2021 4E #2020 & 2021 4 #2020 & 2021 4 #2020 &£
6 H30H 12 H31H 6 H30H 12 H31H 6 H30H 12531 H
At 30 At 31 At 30 At 31 At 30 At 31
June December June December June December
2021 2020 2021 2020 2021 2020
AT AT BT AT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AN ESEE At fair value
[ %% Treasury bills 7,415,404 6,497,759 - - 7,415,404 6,497,759
HfE#:5%  Other debt
securities - - 70,388 - 70,388 -
7,415,404 6,497,759 70,388 - 7,485,792 6,497,759
TFRGE Certificate of
deposit 116,673 - - - 116,673 -
7,532,077 6,497,759 70,388 - 7,602,465 6,497,759
Wefreszs Equity securities - - 1,442,117 - 1,442,117 -
HAthr Others - - 16,251,367 16,415,554 16,251,367 16,415,554
7,532,077 6,497,759 17,763,872 16,415,554 25,295,949 22,913,313

202156 H30H &
B FE B LA s ALET
AfHts 2 Rl & E (2020
HFI12H31H &) -

At 30 June 2021, there was no financial assets designated at fair value through profit or loss

(31 December 2020: Nil).
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HHARA RS B Notes to the Interim Financial Information (continued)
(&)

17. AnfEE{EET AIB3a:  17. Financial assets at fair value through profit or loss (continued)
ZEMEE (&)

NEE( LR ATERS 2 SR Financial assets at fair value through profit or loss are analysed by place of listing as follows:
BEER bt sy
I
EE{LET AR

Mandatorily measured at
fair value through
profit or loss
Rk TR At
Trading Non trading
2021 4 #2020 &£ 2021 4 #2020 &£
6 H30H 12 H31H 6 F30H 12 H31H

At 30 At 31 At 30 At 31
June December June December
2021 2020 2021 2020
BT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
(BI85 R Debt securities and certificate
of deposit
- JE R - Unlisted 7,532,077 6,497,759 70,388 -
Rl Equity securities
- Ik - Unlisted - - 1,442,117 -
HAh Others
- JE R - Unlisted - - 16,251,367 16,415,554

7,532,077 6,497,759 17,763,872 16,415,554
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H S s MY AR -

Bl R K B e E A
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REGFENHR) B E/H
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b RERL G B GRA
& o

Sovereigns

Banks and other financial
institutions

Corporate entities

Notes to the Interim Financial Information (continued)

17. 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:

AR
EE( et AtBeR
Mandatorily measured at
fair value through
profit or loss

Rtk FERE Bt

Trading Non trading
2021 4 i 2020 4 #2021 4 i 2020 4
6 H30H 12 H31H 6 H30H 12531 H
At 30 At 31 At 30 At 31
June December June December
2021 2020 2021 2020
BT BT BETT BT
HK$'000 HK$'000 HK$'000 HK$'000
7,415,404 6,497,759 - -
116,673 - 16,251,367 16,415,554
- - 1,512,505 -
7,532,077 6,497,759 17,763,872 16,415,554

18. 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)

18. 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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TR SELTE SR T
Hir 202146 H 30 HE
2020412 H 31 H>2 &%

/BRI A E
PERE4Y Exchange rate contracts
BIA R A Spot and forwards
FiEA Swaps
YIRS S HARE Foreign currency options
- HOAHARE - Options purchased
- E IR - Options written
FREL Interest rate contracts
FEFA Swaps
A Commodity contracts
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18. Derivative financial instruments (continued)

Notes to the Interim Financial Information (continued)

R20214£6 H30H

At 30 June 2021

£5 NCB 1§ 3% 4k 41
A R RO

The following tables summarise the contract/notional amounts and fair values of each class
of derivative financial instrument as at 30 June 2021 and 31 December 2020:

=t ARfE
ZERBUE Fair values
Contract/

notional BE =Lt
amounts Assets Liabilities
AT BAETT AT
HK$'000 HK$'000 HK$'000
8,340,465 362,352 (230,483)
61,498,550 317,665 (268,216)
424,838 21,934 (493)
424,838 553 (21,994)
70,688,691 702,504 (521,186)
97,240,302 138,688 (404,306)
648,089 14,591 (17,299)
168,577,082 855,783 (942,791)
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AR RS R R Notes to the Interim Financial Information (continued)
(&)

18. f/74&F T H (4&) 18. Derivative financial instruments (continued)

72020412 H 31 H
At 31 December 2020

= NAE
Bt et Fair values
Contract/
notional {3 Aff
amounts Assets Liabilities
AT AT AT
HK$'000 HK$'000 HK$'000
EREL Exchange rate contracts
aysgain| Spot and forwards 10,760,031 350,164 (225,290)
AL Swaps 56,549,856 404,544 (1,002,025)
YRS S HARE Foreign currency options
- HAHAE - Options purchased 2,499,871 104,597 (17,786)
- B - Options written 2,499,871 192 (87,146)
72,309,629 859,497 (1,332,247)
FIREL Interest rate contracts
AL Swaps 91,811,423 170,885 (546,975)
Emmady Commodity contracts 219,806 681 (3,731)
164,340,858 1,031,063 (1,882,953)
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Notes to the Interim Financial Information (continued)

19. 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

#2021 & 7 2020 4

6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AHETIT
HK$'000 HK$'000
61,676,735 57,858,670
234,212,309 221,863,901
295,889,044 279,722,571
(3,468,756) (3,027,800)
292,420,288 276,694,771
668,270 390,401
(32) (39)
668,238 390,362
102,939 102,121
(102,939) (102,121)
293,088,526 277,085,133

As at 30 June 2021, advances to customers included accrued interest of HK$790,117,000

(31 December 2020: HK$792,508,000).
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19. S KEMMEE (&) 19. Advances and other accounts (continued)

Notes to the Interim Financial Information (continued)

$iE UG (B 2 (i Al 2 K
B HL AR TR % P9 B A EAY

Gross advances and other accounts before impairment allowances are analysed by internal
credit grade and stage classification as follows:

B SEBE AR
#2021 %6 H30H
At 30 June 2021
B mE  BoRR  BoRE dEt
Stage 1 Stage 2 Stage 3 Total
BT BETL BT BT
HK$'000 HK$'000 HK$'000 HK$'000
ZEEER Advances to customers
g Pass 288,567,788 1,136,608 - 289,704,396
TERE Special mention 1,067,450 175,574 - 1,243,024
RERELLT Substandard or below - - 4,941,624 4,941,624
289,635,238 1,312,182 4,941,624 295,889,044
H2EE Trade bills
g Pass 668,270 - - 668,270
ST R H A SRR ERK Advances to
banks and other
financial institutions
REFELLT Substandard or below - - 102,939 102,939
4EEt Total 290,303,508 1,312,182 5,044,563 296,660,253
#2020 412 A 31 H
At 31 December 2020
F—PEE EFEEE HE=PEEE dast
Stage 1 Stage 2 Stage 3 Total
AT AT BT AT
HK$°000 HK$'000 HK$°000 HK$'000
ZEEER Advances to customers
g Pass 273,673,886 1,244,428 - 274,918,314
EREE Special mention 682,851 1,728,624 195 2,411,670
KRBT Substandard or below - - 2,392,587 2,392,587
274,356,737 2,973,052 2,392,782 279,722,571
HIEE Trade bills
g Pass 390,401 - - 390,401
SRAT R LAt SRR ERX Advances to_
banks and other
financial institutions
REELLUT Substandard or below - - 102,121 102,121
4EEt Total 274,747,138 2,973,052 2,494,903 280,215,093
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Notes to the Interim Financial Information (continued)

19. S KEMMEE (&) 19. Advances and other accounts (continued)

MR EREEZ (i

T

H20214FE1H1H
541

4 R S T B
)

HE T

B I

B E I

P S B PR
BB TR
we

PR el

e 2 B

W lEl EAEA iR
HisH 2 BERK
bE SR A

2021426 H 30 H

20201 H1H

A

4% I RERR BB (N B S
)

TS —

[EERy: i (3244

2R 5 = PR ER

HA A 2P B R JEU B R 4
SR TRIR LY
W

P BBk 2 (A [

BRI E)

ISR
o [T T
fihh 2 £
52 24

202012 531

At 1 January 2021
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 2021

At 1 January 2020
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 model used for impairment
calculations

Changes to inputs used for impairment
calculations

Recoveries

Loans written off

Exchange difference

At 31 December 2020

7

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

B BEER BEREER &=t

Stage 1 Stage 2 Stage 3 Total

AT ARTIT EETT AT

HK$'000 HK$’000 HK$'000 HK$'000

(1,228,412) (96,965) (1,804,583) (3,129,960)

(570,490) - - (570,490)

218,781 35,601 276,913 531,295

(13,285) 13,240 45 -

885 (902) 17 -

35,087 581 (35,668) -

8,462 (3,297) (141,295) (136,130)

- - 10,193 10,193

180,382 26,205 (483,988) (277,401)

- - (52,376) (52,376)

- - 72,805 72,805

(7,642) (2,368) (9,653) (19,663)

(1,376,232) (27,905) (2,167,590) (3,571,727)
FIEEL BEMSEE BEIER ih

Stage 1 Stage 2 Stage 3 Total

BT BT BT BT

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

(1,314,079) (78,152) (1,411,506) (2,803,737)

(715,225) - - (715,225)

694,888 37,138 360,549 1,092,575

(24,163) 23,945 218 -

7,083 (171,363) 164,280 -

24,676 355 (25,031) -

22,438 84,080 (1,687,919) (1,581,401)

- - 3,179 3,179

34,206 2,234 - 36,440

76,808 10,223 (189,141) (102,110)

- - (64,217) (64,217)

- - 1,139,525 1,139,525

(35,044) (5,425) (94,520) (134,989)

(1,228,412) (96,965) (1,804,583) (3,129,960)
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AR RS ORI e Notes to the Interim Financial Information (continued)
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20. SRS E 20. Financial investments
202146 B30 H
At 30 June 2021
BIA B bat
AHA 2 B
At fair value
through other [DlEgsmAIEETE
comprehensive At amortised Wt
income cost Total
BT BT BT T
HK$'000 HK$'000 HK$'000
[E=E73 Treasury bills 49,827,362 - 49,827,362
HAth{F55:8 4 Other debt securities 81,112,569 23,300 81,135,869
130,939,931 23,300 130,963,231
FaEs Certificates of deposit 3,314,107 117,358 3,431,465
B8 75 AT GG AR Total debt securities and
certificates of deposit 134,254,038 140,658 134,394,696
TREAE Impairment allowances
- FFEE - Stage 1 - (3) €)
134,254,038 140,655 134,394,693
HAth Others - 561,022 561,022
TREAES Impairment allowances
- B TREY - Stage 2 - (40,078) (40,078)
- 520,944 520,944
M35 77 Equity securities 56,594 - 56,594
134,310,632 661,599 134,972,231




£5 NCB 1§ 3% 4k 41

SRR B BRI e
(&)
20. HRIEE (8)

e 2%
HAhEsRE 7

TR

- PR
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-
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Treasury bills

Other debt securities

Certificates of deposit

Total debt securities and
certificates of deposit

Impairment allowances
- Stage 1

Others
Impairment allowances

- Stage 1
- Stage 2

Equity securities
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20. Financial investments (continued)

#2020 12 H 31 H
At 31 December 2020

Notes to the Interim Financial Information (continued)

DA E A LET
AH A2 S
At fair value
through other
comprehensive DUEEREATER & Hest
income At amortised cost Total
AT BT AT
HK$'000 HK$'000 HK$'000
46,278,659 - 46,278,659
74,156,150 1,768,341 75,924,491
120,434,809 1,768,341 122,203,150
9,621,228 116,794 9,738,022
130,056,037 1,885,135 131,941,172
- (147) (147)
130,056,037 1,884,988 131,941,025
- 961,397 961,397
- (11,968) (11,968)
- (55,322) (55,322)
- 894,107 894,107
54,109 - 54,109
130,110,146 2,779,095 132,889,241




£5 NCB 1§ 3% 4k 41

SRR B BRI e
(&)
20. HRIEE (8)

SR ER B2
AN

S R
- REE
SN

- JR kT

HAttr
- JEEH

Rl

- JR kT

qazt

o

FrEZEFIIHZ B
HiE

Notes to the Interim Financial Information (continued)

20. Financial investments (continued)

Financial investments is analysed by place of listing as follows:

7202146 H30H
At 30 June 2021

Bl sefa B bat
AH A 2E 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 15,794,299 -
- Listed outside Hong Kong 10,977,275 23,299
26,771,574 23,299
- Unlisted 107,482,464 117,356
134,254,038 140,655
Others
- Unlisted 520,944
Equity securities
- Unlisted 56,594
Total 134,310,632 661,599
Market value of listed securities at
amortised cost 23,459
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Notes to the Interim Financial Information (continued)

20. Financial investments (continued)

Financial investments is analysed by place of listing as follows (continued):

#20204F 12 H31 H
At 31 December 2020

DIA B L3t
At E S

At fair value through

other comprehensive DGR ER T &2

income At amortised cost
BT AT
HK$'000 HK$'000
Debt securities and certificates of deposit
- Listed in Hong Kong 13,911,436 565,492
- Listed outside Hong Kong 9,501,322 1,202,716
23,412,758 1,768,208
- Unlisted 106,643,279 116,780
130,056,037 1,884,988
Others
- Unlisted 894,107
Equity securities
- Unlisted 54,109
Total 130,110,146 2,779,095
Market value of listed securities at
amortised cost 1,780,157
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20. &RHEE (&) 20. Financial investments (continued)
LRSI S TR Financial investments is analysed by type of issuer as follows:
SYREATR

R 20214E6 H30H
At 30 June 2021

Blamelag{bat
AR 2 E
At fair value through
other comprehensive DIt E

income At amortised cost

BT BT

HK$'000 HK$'000

BHEE Sovereigns 49,907,015 -
N 2:-LiAd Public sector entities* 3,648,108 -
SRAT R oAt 4 Rl i Banks and other financial institutions 52,856,838 661,599
NERE Corporate entities 27,898,671 -
134,310,632 661,599

2020412 H 31 H
At 31 December 2020
PAAS refE#E LET
AF MW RS
At fair value through
other comprehensive DL eRAES =

income At amortised cost
AT AT
HK$'000 HK$'000
BEHEE Sovereigns 46,358,898 -
NN Public sector entities* 2,631,574 -
SRAT R H At & Rl A Banks and other financial institutions 53,643,974 2,779,095
NEIE Corporate entities 27,475,700 -
130,110,146 2,779,095
* jA 2021 46 F 30 H > B * As at 30 June 2021, included financial investments at fair value through other comprehensive income of
IE (817 (&84K) #HE) N HK$3,648,108,000 (31 December 2020: HK$2,631,574,000) which are eligible to be classified as public

TR R AN E BT ALY sector entities under the Banking (Capital) Rules.
EE LR A M RIS

RS & Ry 3,648,108,000

It (2020 4 12 H 31 H : #

% 2,631,574,000 7t ) °
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Notes to the Interim Financial Information (continued)

21. Investment properties

At 1 January

Fair value losses

Reclassification to properties, plant and

equipment (Note 22)

At period/year end

83

#2021 4 7 2020 4

6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT BT
HK$'000 HK$'000
341,080 355,230
(2,950)

(13,470) (12,200)
327,610 341,080
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R20214FE1H1H

S

Hi 4L

L

AT (3 12)

R R
(Wit 21)

b 52 74

#2021 46 H 30 H>
IREDFE

202146 A 30 H

PRAME B {E

i

202146 30 H>
R AHE

LAUE EE 2 A E B
IR

142021 46 FH 30 H
HERAE
S {E

At 1 January 2021

Additions

Disposals/Derecognition

Revaluation

Depreciation for the period (Note 12)

Reclassification from investment
properties (Note 21)

Exchange difference

Net book value at
30 June 2021

At 30 June 2021
Cost or valuation
Accumulated depreciation

Net book value at
30 June 2021

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

At 30 June 2021
At cost
At valuation

84

22. Properties, plant and equipment

Notes to the Interim Financial Information (continued)

Bl - EE
B e

Equipment,  ERMERE
BE fixtures Right-of-use et
Premises and fittings assets Total
BT B¥TT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
7,220,090 553,131 447,517 8,220,738
4,352 65,793 484,519 554,664
- (2,351) (508) (2,859)
48,218 - - 48,218
(72,925) (76,523) (111,594)  (261,042)
13,470 - - 13,470
6,203 5,222 2,476 13,901
7,219,408 545,272 822,410 8,587,090
7,219,408 1,457,396 1,202,861 9,879,665
- (912,124) (380,451)  (1,292,575)
7,219,408 545,272 822,410 8,587,090
- 1,457,396 1,202,861 2,660,257
7,219,408 - - 7,219,408
7,219,408 1,457,396 1,202,861 9,879,665
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22. W ~ B R 22. Properties, plant and equipment (continued)

(&|)

202021 H1HZ
R FHE

WE

HE

Hff

FERETEE

HA

bE 2 A%

20204E 12 A 31 H
HRMEDFE

#2020 412 A 31 H

PR A B B A {E

Ratires

72020412 A 31 H>
SRIH S (E

FaliE e 2 A E A (E
IR
2020412 A 31 H

HERAME
1 {E

A ~ [

it
et
Equipment,  {EFREERE
F#E fixtures and  Right-of-use 4=t
Premises fittings assets Total
BT BT AT T AT
HK$'000 HK$'000 HK$'000 HK$'000
Net book value at
1 January 2020 7,481,553 528,117 592,366 8,602,036
Additions 12,706 132,272 87,524 232,502
Disposals - (1,533) - (1,533)
Revaluation (190,714) - - (190,714)
Depreciation for the year (142,280)  (127,333) (249,521) (519,134)
Transfer in 11,200 - - 11,200
Exchange difference 47,625 21,608 17,148 86,381
Net book value at
31 December 2020 7,220,090 553,131 447 517 8,220,738
At 31 December 2020
Cost or valuation 7,220,090 1,408,640 876,588 9,505,318
Accumulated depreciation - (855,509) (429,071)  (1,284,580)
Net book value at
31 December 2020 7,220,090 553,131 447,517 8,220,738
The analysis of cost or valuation of the above assets is as follows:
At 31 December 2020
At cost - 1,408,640 876,588 2,285,228
At valuation 7,220,090 - - 7,220,090
7,220,090 1,408,640 876,588 9,505,318
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(%)
23. Efn&EE 23. Other assets
A 2021 & J* 2020 4
6 H30H 12531 H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
U el & E Repossessed assets 7,168 7,220
=EEE Precious metals 387,581 404,718
TEHETE K, P~ 2 Accounts receivable and prepayments 1,912,820 3,650,770
2,307,569 4,062,708
BB (S Impairment allowances
- BPEE - Stage 1 (5,815) (2,774)
- EFEE - Stage 2 - (18)
1 - Stage 3 (2,960) (1,869)
(8,775) (4,661)
2,298,794 4,058,047
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24. ANAfEEMEETAIEZE 24, Financial liabilities at fair value through profit or loss
ZERaR

R 2021 £ A 2020 &
6 H30H 12H31H
At 30 June At 31 December
2021 2020
BT BT
HK$'000 HK$’000
o Trading
- YNEELG TS N ESH - Short positions in Exchange Fund Bills and Notes
bk 5,500,850 6,650,987
2021446 H30H % At 30 June 2021, there was no financial liabilities designated at fair value through profit or
B HE B LA e EELET loss (31 December 2020: Nil).

AR Z e R (2020
F12H3LH ) -
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Notes to the Interim Financial Information (continued)

25. Deposits from customers

Demand deposits and current accounts
- corporate
- personal

Savings deposits
- corporate
- personal

Time, call and notice deposits
- corporate
- personal

26. Debt securities and certificates of deposit in issue

Debt securities and certificates of deposit, at
amortised cost
- Certificates of deposit
- Other debt securities

88

2021 & 14 2020 £
6 H30H 12531 H
At 30 June At 31 December
2021 2020
BT BT
HK$'000 HK$'000
33,633,803 42,636,283
4,351,768 3,914,497
37,985,571 46,550,780
35,836,787 33,746,258
57,582,393 54,070,216
93,419,180 87,816,474
148,963,674 131,872,167
85,100,254 85,390,507
234,063,928 217,262,674
365,468,679 351,629,928
Y 2021 £ 7 2020 4
6 H30H 12H31H
At 30 June At 31 December
2021 2020
BT BT T
HK$'000 HK$'000
14,203,808 10,747,857
13,513,927 13,266,578
27,717,735 24,014,435
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(&)
27. EAMARVE R B 27. Other accounts and provisions
#2021 4 #2020 £
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT T AT
HK$'000 HK$'000
THEAE Lease liabilities 856,639 454,070
oAl E(TRETE Other accounts payable 19,547,713 18,052,065
e Provisions 52,844 54.660
EHOKEE KA LR A TE Impairment allowances for loan commitments and
JRAB e financial guarantees contracts
- EPEES - Stage 1 383,598 163,377
- BT - Stage 2 240 637
20,841,034 18,724,809

89



£5 NCB 1§ 3% 4k 41

SRR B BRI e

(&)
28. IEIRH

RIERAEIRIEE G
HAIEHELI25% TS 5T
B EAR IR EE

28. 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 2021 and the year ended 31 December 2020 are
AR HAE20214F F4FE R as follows:
2202012 H31H R4
FEZ BT T
A 202146 H30H
At 30 June 2021
Ji[IE% iy}
RV
Accelerated VIR WEREE
tax Property 58 Impairment At =t
depreciation revaluation Losses allowance Other Total
AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A 2021 At 1 January
1A1H 2021 44,669 1,136,956 - (557,900) (189,092) 434,633
(B (Credited)/charged
* to income
statement (1,413) 1,931 - (94,930) 53,946 (40,466)
Efe=E i) Charged to other
Hzs comprehensive
income - 959 - - 26,989 27,948
PR 2 75 48 Exchange difference - 1,002 - (4,437) (415) (3,850)
2021 At 30 June
6 H30H 2021 43,256 1,140,848 - (657,267) (108,572) 418,265
#2020 12 H 31 H
At 31 December 2020
TIEETE
Tt e » o
Accelerated YZEE L B REH
tax Property k58 Impairment HAfth 4=t
depreciation revaluation Losses allowance Other Total
BT AT BHETIT BHETIT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2020 £ At 1 January
1A1H 2020 40,868 1,173,512 - (389,790) (37,466) 787,124
(EUCEIElen Charged/(credited)
* to income
statement 3,801 2,554 - (142,834) (116,480) (252,959)
SEiHAM AT Credited to other
Wi comprehensive
income - (46,489) - - (33,751) (80,240)
PRS2 7240 Exchange difference - 7,379 - (25,276) (1,395) (19,292)
#2020 At 31 December
12A31H 2020 44,669 1,136,956 - (557,900)  (189,092) 434,633
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(&)

28. REMRE (&) 28. 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
3 2021 £ 1 2020 4
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
BRI S Deferred tax assets (459,134) (430,257)
IRIEFIE A& Deferred tax liabilities 877,399 864,890
418,265 434,633
A 2021 £ J* 2020 4
6 H30H 12 H31 H
At 30 June At 31 December
2021 2020
BT AT
HK$'000 HK$'000
IRAEFRIEE A (i 12 {E Deferred tax assets to be recovered after more than
IEEETI(ED) twelve months (429,123) (337,687)
PRIEFRTE A& (i 12 (i Deferred tax liabilities to be settled after more than
H&EZT) twelve months 897,933 903,250
468,810 565,563
202146 H30H @ A& As at 30 June 2021, the Group has not recognised deferred tax assets in respect of tax
EE R IR IR IEE losses amounting to HK$2,204,000 (31 December 2020: HK$2,214,000). These tax losses
2B B BB do not expire under the current tax legislation.

2,204,000 7T (2020 £ 12
F 31 H : i 2,214,000
Jo) - EREATIRG > A
MBS A TEREHAIR -
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29. RERIE

Notes to the Interim Financial Information (continued)

29. Subordinated liabilities

#2021 4 i 2020 £
6 H30H 12H31H
At 30 June At 31 December
2021 2020
BT BT T
HK$'000 HK$'000
US$700 million fixed rate subordinated notes
issued due 2029 at amortised cost
5,427,125 5,416,390

This represents US$700,000,000 Basel Il compliant 10-year subordinated notes qualifying
as Tier 2 capital of the Bank issued on 20 November 2019 in accordance with the Banking
(Capital) Rules (the “Notes”), which are listed on the Hong Kong Stock Exchange. The Notes
will mature on 20 November 2029 with an optional redemption date falling on 20 November
2024. Interest at 3.80% p.a. is payable semi-annually from the issue date to the optional
redemption date. Thereatfter, if the Notes are not redeemed, the interest rate will be reset
and the Notes will bear interest at the prevailing 5-year U.S. Treasury Rate plus 218 basis
points. The Bank may, subject to receiving the prior approval of the Hong Kong Monetary
Authority, redeem the Notes at the option of the Bank in whole but not in part, at par either on
the optional redemption date or for tax or regulatory reasons at any time prior to maturity of
the Notes.

30. Share capital

2021 4£ #2020 &£

6 H30H 12 H31H
At 30 June At 31 December

2021 2020

BT BT

HK$'000 HK$'000

Issued and fully paid:

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

2021 4£ #2020 &£

6 H30H 12 H31H
At 30 June At 31 December

2021 2020

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 2 June 2021 (31 December 2020: US$60 million).
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32. HELESHERES 32. Notes to condensed consolidated cash flow statement

before taxation

Operating profit

Depreciation

Net charge of impairment allowances

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

Interest expense on subordinated liabilities

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)/inflow before taxation
Cash flows from operating activities included:
- Interest received

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

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

FEERER FELEHEE
2021 £ 2020 &

6 H30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2021 2020
AT AT
HK$'000 HK$’000
2,200,991 2,751,060
261,042 260,382
682,999 375,204
(10,193) (2,951)
(20,429) (93,587)
104,808 104,747
12,072 10,426
(1,277,780) 1,093,525
(4,825,916) 6,708,431
(81,131) (2,442,786)
(764,882) 124,173
(16,445,160) (1,532,618)
1,411,866 21,888,505
1,754,773 2,228,506
(2,103,639) (8,786,875)
(1,150,137) (1,149,002)
13,838,751 (3,556,270)
1,507,237 (7,611,864)
(26,101) 134,356
(4,930,829) 10,503,362
5,859,552 6,958,630
(2,663,422) (3,668,731)
1,245 1,445




£5 NCB 1§ 3% 4k 41

SRR B BRI e
(&)

32. MRGEHEMER
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(b) HERFRBREHE

SO

JBe 7 B 4 e SR E A H
£ 3 &l AN ZTFIR
SRAT B LAt <5 il A
TEHIESER

JREFAAAE3MANZ
FE SRAT B FLAth <52
A 2 E BRI

JREFAAAE3MANZ
e 2%

JREHAAAE 3 A NZ
Fkes

Cash and balances with banks and other
financial institutions with original maturity
within three months

Placements with banks and other financial
institutions with original maturity within three
months

Treasury bills with original maturity within three
months

Certificates of deposit held with original maturity
within three months
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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)

#2021 4 Ji* 2020 4
6 H30H 6 H30H
At 30 June At 30 June
2021 2020
BETT BT
HK$'000 HK$'000
39,764,555 41,984,604
1,280,983 2,081,466
6,287,425 7,588,082
543,158 95,631
47,876,121 51,749,783
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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

2021 £ #2020 4F
6 H30H 12H31H
At 30 June At 31 December
2021 2020
AT AT
HK$'000 HK$'000
21,570,038 12,329,692
1,321,787 1,439,767
22,068,263 18,734,669
1,440,292 498,543
107,477,450 109,315,008
2,111,568 2,251,261
16,510,671 16,002,949
172,500,069 160,571,889
18,606,182 16,409,407

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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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
#2021 4 #2020 £
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
BT P DT
HK$'000 HK$'000
Bt AR R R4 E R Authorised and contracted for but not provided for 74,680 59,203
B ER LY Authorised but not contracted for 7,255 2,659
81,935 61,862
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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Notes to the Interim Financial Information (continued)

35. Operating lease commitments

As lessor

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

2021 4 #2020 &£
6 H30H 12H31H
At 30 June At 31 December
2021 2020
AT BT T
HK$'000 HK$'000
Land and buildings

- not later than one year 8,573 8,224

- later than one year but not later than five
years 5,587 4,226
14,160 12,450

The Group leases its investment properties (Note 21) 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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Half-year ended

30 June 2021

Net interest income/(expense)
- external

- inter-segment

Net fee and commission
incomel/(expense)

Net trading gain/(loss)

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

Net (loss)/gain on other
financial assets

Other operating (expenses)/
income

Net operating income before
impairment allowances

Net reversal/(charge) of
impairment allowances

Net operating income

Operating expenses

Operating profit/(loss)

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

Profit/(loss) before taxation

At 30 June 2021
Assets
Segment assets

Liabilities
Segment liabilities

Half-year ended

30 June 2021

Other information
Capital expenditure
Depreciation
Amortisation of securities

36. Segmental reporting (continued)

(a) By operating segment (continued)

Notes to the Interim Financial Information (continued)

TBASRST 1EGHT
Personal Corporate e 54 s oAt Nt BhHEHS &He
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
237,894 2,096,722 875,905 - 3,210,521 3,210,521
146,094 20,471 (166,565) - -
383,988 2,117,193 709,340 - 3,210,521 3,210,521
517,962 383,930 56,809 19 (1,899) 956,821 956,821
22,066 53,571 (72,189) 43,490 (102) 46,836 46,836
- - 182,505 - 182,505 182,505
- (12,061) 79,563 - 67,502 67,502
(3,805) (10,905) 14,714 74,381 5,947 80,332 (68,369) 11,963
920,211 2,531,728 970,742 117,890 3,946 4,544,517 (68,369) 4,476,148
132,595  (805,548) (6,624) (3,422) (682,999) (682,999)
1,052,806 1,726,180 964,118 117,890 524 3,861,518 (68,369) 3,793,149
(563,504) (717,912) (158,294) (206,000) (14,817)  (1,660,527) 68,369  (1,592,158)
489,302 1,008,268 805,824 (88,110) (14,293) 2,200,991 2,200,991
- - - (1,179) - (1,179) (1,179)
489,302 1,008,268 805,824 (89,289) (14,293) 2,199,812 2,199,812
64,484,738 231,543,465 217,594,288 8,971,923 608,117 523,202,531 - 523,202,531
149,211,553 234,779,533 70,674,363 3,085 3,530,639 458,199,173 - 458,199,173
- - - 70,145 70,145 70,145
29,290 19,106 2,203 205,995 4,448 261,042 261,042
- - (163,801) (163,801) (163,801)
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Notes to the Interim Financial Information (continued)

36. HEIEHE (8) 36. Segmental reporting (continued)
(a) HEESIE (&) (a) By operating segment (continued)
EASR(T EIR(T
Personal Corporate RS Fite=1 it Nt LT g
Banking Banking Treasury Investment Others Subtotal  Eliminations ~ Consolidated
BT BT BT T BT BT T BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHEGEHE Half-year ended
20206 H 30 H 30 June 2020
SFHRIE (G2 /UgA Netinterest (expense)income
- Sk -external (365,520) 2,242,861 1,417,154 - 3,294,495 3,294,495
- Bl - inter-segment 814220  (161,272)  (652,948) - -
448,700 2,081,589 764,206 - 3,294,495 3,294,495
SRR E LRSI Net fee and commission
() income/(expense) 425,640 342,018 67,939 22 (1,418) 834,201 834,201
FRGS (B#E)  Nettrading gain/(oss) 17,505 62,565 18,154 (83,744) 23 14,503 14,503
PINfofES(HEFAJE:: Netgain on financial
ZERT ELRGE instruments at fair value
through profit or loss - - 234,316 - 234,316 234,316
HitremigE 2% Net (loss)/gain on other
(Est8) WEs financial assets - (2,699) 244,860 - 242,161 242,161
HtAECH),/ Other operating (expenses)/
WA income (18,306) (48,591) 66,896 72,668 6,263 78,930 (67,074) 11,856
FEHURE 2 AT Net operating income/(expense)
P SAI'UN before impairment
J(FHD) allowances 873,539 2,434,882 1,396,371 (11,054) 4,868 4,698,606 (67,074) 4,631,532
TR(ESERS (H5E) Net (charge)/reversal of
Wi impairment allowances (11,594)  (371,486) 8,981 (1,105)  (375,204) (375,204)
RN Net operating
() income/(expense) 861,945 2,063,396 1,405,352 (11,054) 3,763 4,323,402 (67,074) 4,256,328
o Operating expenses (514,095) (586,764) (202,693) (203,818) (64,972)  (1,572,342) 67,074  (1,505,268)
ekl (Bs8) Operating profit/(loss) 347,850 1,476,632 1,202,659 (214,872) (61,209) 2,751,060 2,751,060
e /EfEYEE - 356 Netloss from disposal/
PEGa P Gl revaluation of properties,
plant and equipment - - - (6,696) - (6,696) (6,696)
[fsrf] (EHE) Profit/(loss) before taxation 347,850 1,476,632 1,202,659 (221,568) (61,209) 2,744,364 2,744,364
#2020 4£ 6 FH 30 H At 30 June 2020
G Assets
DEEEE Segment assets 56,191,706 210,488,848 196,499,726 8,688,501 296,744 472,165,525 - 472,165,525
afE Liabilities
SEERE Segment liabilities 140,044,708 217,948,283 50,456,447 3,437 3,019,964 411,472,839 411,472,839
AL Half-year ended
20206 H 30 H 30 June 2020
At Other information
BN Capital expenditure - - - 32,746 32,746 32,746
e Depreciation 27,193 15,632 1,440 203,810 12,307 260,382 260,382
Fegas: o] Amortisation of securities - - (53,060) (53,060) (53,060)
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36. HEIEHE (8) 36. Segmental reporting (continued)
(b) HEtE A (b) By geographical area
UTERZRENRS The following information is presented based on the principal places of operations of the
N E Y R SR subsidiaries, or in the case of the Bank, on the locations of the branches responsible for
SRR MEARSRITZE reporting the results or booking the assets:
b RS e g
FEFEERLIRZ 7
TR #5348
FELHEZ 202146 H30H PIEGEE 2 2020426 H 30 H
Half-year ended 30 June 2021 Half-year ended 30 June 2020
REURE 2 HRT FEHURE X #ERT
ZRBRA (G ZIFEETA FRATAi
Net operating pavall Net operating vl
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
T Hong Kong 2,840,985 1,746,898 2,984,661 2,202,825
R Y HE Mainland of China 1,635,163 452,914 1,646,871 541,539
&t Total 4,476,148 2,199,812 4,631,532 2,744,364
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Notes to the Interim Financial Information (continued)

36. Segmental reporting (continued)

Hong Kong
Mainland of China

Total

Hong Kong
Mainland of China

Total

(b) By geographical area (continued)

»2021FE6 H30H
At 30 June 2021

BAREBRIRERE
Contingent
HEkE == IEREEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT BARETT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
347,739,145 300,493,816 7,020,205 60,439,487
175,463,386 157,705,357 1,902,390 112,060,582
523,202,531 458,199,173 8,922,595 172,500,069
2020412 H 31 H
At 31 December 2020
EARR AR
Contingent
WA HER IERENEE liabilities
Total Total Non-current and
assets liabilities assets commitments
AT AT AT BT
HK$'000 HK$'000 HK$'000 HK$'000
336,658,287 289,806,208 7,038,442 60,975,919
169,039,874 152,864,232 1,531,652 99,595,970
505,698,161 442,670,440 8,570,094 160,571,889
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Notes to the Interim Financial Information (continued)

37. Assets pledged as security

As at 30 June 2021, the liabilities of the Group amounting to HK$5,212,328,000 (31
December 2020: HK$8,408,994,000) were secured by assets deposited with central
depositories to facilitate settlement operations. In addition, the liabilities of the Group
amounting to HK$16,713,336,000 (31 December 2020: HK$17,562,996,000) 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$22,534,557,000 (31
December 2020: HK$27,016,893,000) mainly included in “Trading assets”, “Financial
investments” and “Trade bills”.
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38. &R T B HESH 38. Offsetting financial instruments
=l ?Z—VE’E\.E?&%}%}\%{ The following tables present details of the Group’s financial instruments subject to offsetting,
ST MR EEAS B YA T A enforceable master netting arrangements and similar agreements.
iﬁﬁffﬁ%%’wﬁﬂ’ﬂﬁmiiﬁ
202156 H30H
At 30 June 2021
RAELERT FEREEAFRPEHZ
BYCHE NEEAME THRsEAR
SHEGME Bslrmem  Related amounts
ERESISR Gross ZEe;gyg ot set off in the balance
B amounts of Net amounts sheet
Gross recognised of financial BUWEZ
amounts of financial assets HEH
recognised liabilities set  presented in SRTH Cash
financial off in the the balance Financial collateral b
assets balance sheet sheet instruments received Net amount
AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEE Assets
e M=) Derivative financial
instruments 366,631 - 366,631 (203,312) (44,181) 119,138
HoAth i Other assets 1,585,291 (1,263,027) 322,264 - - 322,264
gt Total 1,951,922 (1,263,027) 688,895 (203,312) (44,181) 441,402
20216 H30H
At 30 June 2021
y\ggﬁﬁ%q: FEREEARRTEHZ
PEHE NREAKR ilied
Siaan rhomom  Related amounts
CRE SR Gross &fgeyy notsetoff in the balance
A{EiaLE amounts of Net amounts sheet
Gross recognised of financial [ v
amounts of financial liabilities S,
recognised assets set presented in SRTH Cash
financial off in the the balance Financial collateral b
liabilities balance sheet sheet instruments pledged Net amount
T BT AT T b AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
=t Liabilities
TR T A Derivative financial
instruments 661,586 - 661,586 (203,312) (343,353) 114,921
Hith& & Other liabilities 1,526,272 (1,263,027) 263,245 - - 263,245
Yzt Total 2,187,858 (1,263,027) 924,831 (203,312) (343,353) 378,166
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Notes to the Interim Financial Information (continued)

38. &FET E K8y (48) 38. Offsetting financial instruments (continued)

&R
PTEERTE

Hitt& i

Assets

Derivative financial
instruments

Other assets

Liabilities

Derivative financial
instruments

Other liabilities

AR AMSIMIE LA
TR B AL 2 0 S AR AE B AR 7
o E R A B S SR
ERVEM > AIFE—RXSEHF 2
oF B B AT ER P EAASE 5 -

2020412 A 31 H
At 31 December 200

MNEEAMERT REEAEE
B OiERe PRI

REREEAFRTTEHZ
THEAEAR

Related amounts

e L (i B gag  hotsetoff in the balance
HEEYEE  Gross amounts Net amounts of sheet
Gross of recognised financial EUgE
amounts of financial assets PRS-
recognised liabilities set off presented in SR T H Cash
financial  in the balance the balance Financial collateral peiz|
assets sheet sheet instruments received  Net amount
AT AT HHETIT AT AT HHETIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
514,215 - 514,215 (507,535) (5,349) 1,331
1,504,891 (1,278,696) 226,195 - - 226,195
2,019,106 (1,278,696) 740,410 (507,535) (5,349) 227,526
#2020 412 H 31 H
At 31 December 2020
RENAEARRTEHZ
NEEAME P15
REEAMRT rlrmgRp  Related amounts
e 2 O Gffpg4  notsetoff in the balance
GfEdEEE WS Net amounts of sheet
Gross Gross amounts financial B
amounts of of recognised liabilities b LT
recognised financial assets  presented in SRETE Cash
financial set off in the the balance Financial collateral Pzl
liabilities  balance sheet sheet instruments pledged  Net amount
AT BT BETIT BT BT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
1,710,709 - 1,710,709 (507,535) (510,362) 692,812
1,348,560 (1,278,696) 69,864 - - 69,864
3,059,269 (1,278,696) 1,780,573 (507,535) (510,362) 762,676

For master netting agreements of OTC derivative and sale and repurchase transactions
entered into by the Group, related amounts with the same counterparty can be offset if an
event of default or other predetermined events occur.
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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 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
and disposal of loans and advances. As at 30 June 2021, the related aggregate

amount of the Group was HK$12,214,484,000 (31 December

HK$18,219,567,000) and HK$143,530,000 (31 December 2020: Nil) respectively. The
aggregate amount of expenses of the Group arising from these transactions and net
reversal of impairment allowance arising from disposal with China Cinda for the first
half of 2021 was HK$31,558,000 (first half of 2020: HK$284,293,000) and

HK$104,764,000 (first half of 2020: Nil) respectively.

The majority of transactions with Cinda Hong Kong arises from deposits from
customers. As at 30 June 2021, the related aggregate amount of the Group was
HK$3,582,298,000 (31 December 2020: HK$6,917,977,000). The aggregate amount
of expenses of the Group arising from these transactions with Cinda Hong Kong for

the first half of 2021 was HK$14,667,000 (first half of 2020: HK$22,895,000).

108



£5 NCB 1§ 3% 4k 41
A R RO

(&)

39. FEEREALR
5 (&)

() EEATREAT

P 2 oA ) 4
RS ()

K5y BLRE S B 422 4
> it R 5
E4RLE - 7 2021
46 H 30 H - A4E
AP T 0
561,022,000 71 (2020
12 F 31 H B
959,214,000 T ) °
2021 4 [ AEHLRE
A4 B2
U PR R o
2 FPYU A S S
47,601,000 ¢ (2020
BOECRE W
43,643,000 5T ) °

KR 5 SRR F 22
Z HM AR 5 IR
HEFPERRE T
oA 2021 4£ 6 H 30
H o AREEEE R ROE
FE N
66,974,000 7T (2020
12 A 31 H : B
49,184,000 JT) Fit
#% 8,217,553,000 IT
(2020 4 12 A 31
H : o
7,656,394,000 7T ) -
2021 [fAEERREANE]
Pl 2 Hofth 2 = 4% %
PR R T E
B A R 52 4a R 4y
Rl By 3 % 1,988,000
JC (2020 4 F2R4F -
e 8,670,000 7T ) K
M 64,182,000 T
(2020 4FELPAE
#% 76,325,000 7T ) °

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 2021, the related aggregate amount
of the Group was HK$561,022,000 (31 December 2020: HK$959,214,000). 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 2021 was

HK$47,601,000 (first half of 2020: HK$43,643,000).

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 2021,
the related aggregate amount of the Group was HK$66,974,000 (31 December 2020:
HK$49,184,000) and HK$8,217,553,000 (31 December 2020: HK$7,656,394,000)
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 2021 was HK$1,988,000 (first half of 2020: HK$8,670,000)

and HK$64,182,000 (first half of 2020: HK$76,325,000) respectively.
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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 other assets and other accounts and provisions. As at 30
June 2021, the related aggregate amount of the Group was HK$409,975,000 (31
December 2020: HK$24,069,000) and HK$502,757,000 (31 December 2020:
HK$34,239,000), of which HK$403,177,000 (31 December 2020: Nil) represent
right-of-use assets and HK$420,179,000 (31 December 2020: Nil) represent lease
liabilities arising from lease agreements entered into with other companies controlled
by the parent companies. The aggregate amount of net expenses of the Group
arising from these transactions with other companies controlled by the parent
companies for the first half of 2021 was HK$14,833,000 (net income of the first half of
2020: HK$ 28,049,000).

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

The Group enters into banking transactions with these entities in the normal course of
business which include loans, investment securities and money market transactions.
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39. FEHMEALS  39. Significant related party transactions (continued)
5 (&)

(o) BEBRTI%RE - (QEEHE (b) Transactions with government authorities, agencies, affiliates and other
e i oAt 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

fit B - A
7 3 {76 9L B 1
i (OB - IO
R Bt B
W 7 55 L 9RAT T
25 -

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

FRIATHISIH

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

PRAHEZ R

- IRITEZEZFIR & - inter-bank balance taking and placing;
&R

- HEE S BEE R E IR - sales, purchase and redemption of bonds issued by other state controlled entities;
HAth A e R
BT ES

- FRMLSNE - PERORAH - rendering of foreign exchange, remittance and investment related services;
R A RS

- REMEREE S & - provision of fiduciary activities; and
- EE NI m - purchase of utilities, transport, telecommunication and postage services.

TH -~ HE(EREER

%
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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 other 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:

FELERE FELEESE

2021 4 2020
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BT AT
HK$'000 HK$'000
Salaries and other short-term employee
benefits 31,033 29,882
Post-employment benefits 860 665
31,893 30,547

(d) Balances with subsidiaries

As at 30 June 2021, 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$549,000 (31 December
2020: HK$115,000) and HK$665,410,000 (31 December 2020: HK$1,663,287,000)
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:

#20214£6 A30H
At 30 June 2021

FESRITHA AR
Non-bank private sector
IFERAT B
SRR FE<BRl
BT Non-bank N
$RFT Official financial Non-financial st
Banks sector institutions private sector Total
BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Mainland of China 34,171,347 1,872,531 6,053,467 60,687,845 102,785,190
Hong Kong 2,783,049 14,517 13,926,702 32,662,393 49,386,661
2020412 H 31 H
At 31 December 2020
FESRITRA NI RE
Non-bank private sector
IFSHIT ]
Bty di Bl
BT Non-bank VN5
T Official financial  Non-financial 4zt
Banks sector institutions  private sector Total
BETT BT BRTL BT BN
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Mainland of China 34,673,834 1,476,345 4,629,391 54,192,957 94,972,527
Hong Kong 1,443,147 16,656 12,088,085 36,578,686 50,126,574
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Notes to the Interim Financial Information (continued)

42.

The unaudited interim financial information for the first half of 2021 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 2020 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 23 March 2021.
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Quarry Bay, Hong Kong

Independent Review Report

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 114, which comprises the condensed consolidated balance
sheet of Nanyang Commercial Bank, Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at 30 June 2021 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 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 (“HKICPA”). 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 HKICPA. 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

24 August 2021
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Hetr&wet Additional Information

1. EEg 1. Board of Directors
2021 FE8 H24H » &K As at 24 August 2021, the Board of Directors of the Bank comprises Mr. ZHANG Weidong*
SRITZ B B AR (Chairman), Mr. CHAN Sai Ming (Vice Chairman), Mr. YANG Yingxun#, Mr. LIU Jun, Mr. SUN
B4 (R ) - BRAAH Jiandong, Mr. LAU Hon Chuen*, Mr. LAN Hong Tsung, David*, Ms. CHIU Lai Kuen
S EIESR) BT Susanna* and Mr. LI Shu Pui*,

A~ Blgdd - iR
A4~ BUESRSRAE - BB

Bia sl i 2= s v Y

B o

¥ I TESE # 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
& CBRATZEMRGD) T (8R1T (Disclosure) Rules under the Banking Ordinance.
5 (BEeR) BRI 2 AREEOK -
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3. BTENEZ S 3. Sectoral analysis of gross advances to customers

LUNBAR & P B a2 1758

Additional Information (continued)

The following analysis of the gross advances to customers by industry sector is based on the

SRS HATESET IS E categories with reference to the completion instructions for the HKMA return of loans and

AEREERZ2E/EH#K  advances.
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TRk

- VBt

- VPERH

- BRiE

- BRERELE

- g T

- AR

- KOS
- St
N
- B  ~
AR
B EFEEE B]
{58

- [EEHAM YRS

- [ERFERK
- Hfifl
TEEHEER 2 SR

EIRE

EEBLI M EK

R 202146 H30H
At 30 June 2021

FHE=
BT E B e
zBEats HENHE FEBE B
- =5= L] % Covered BRAE BB Impairment
Gross by collateral Classified Impairment  allowances-
advances to or other or #E]  allowances- Stage 1
customers security impaired Overdue Stage 3 and 2
AT AT BETT BETT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 23,984,774 23.69% - - - 123,204
- Property investment 18,873,486 76.65% - 6,710 - 26,648
- Financial concerns 19,199,464 7.84% - - - 37,752
- Stockbrokers 698,498 92.84% - - - 1
- Wholesale and retail trade 6,930,327 75.35% 10,637 9,072 9,806 43,794
- Manufacturing 8,404,894 36.71% 136,170 136,170 136,170 30,806
- Transport and transport
equipment 3,802,011 6.20% - - - 21,105
- Recreational activities 2468 32.21% - - - 13
- Information technology 998,519 2.67% - - - 12,312
- Others 18,867,261 67.52% 3,121 11,063 3,121 52,038
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme 235,400 99.86% 47 2,920 - 196
- Loans for purchase of
other residential
properties 11,323,334 99.84% - 104,916 - 9,000
- Credit card advances 370 0.00% - - - 41
- Others 22,429,856 93.65% 2,088 206,253 1,990 43,600
Total loans for use in Hong
Kong 135,750,662 56.10% 152,063 477,104 151,087 400,520
Trade finance 9,656,545 19.54% 50,311 51,109 47,046 43,682
Loans for use outside Hong
Kong 150,481,837 39.94% 4,739,250 4,279,094 1,866,518 959,903
Gross advances to customers 295,889,044 46.69% 4,941,624 4,807,307 2,064,651 1,404,105
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Additional Information (continued)

3. BTN B REE 3. Sectoral analysis of gross advances to customers (continued)

&eE (8D

FEEHEEHZ B
TR

- WRESIR

- VBRI

- SBRE

- &L

- iR T

- Bk

- R RO

- KDY
- 3t
fBA
- PEEUE LIS -
AL
R
M= B

- B
=

- [ERFERK
- Hth
TETHEE Z EoAET

HIRE
FEBAELIMEFT Z 5K

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

- Credit card advances

- Others

Total loans for use in Hong
Kong

Trade finance

Loans for use outside Hong
Kong

Gross advances to customers

#2020 412 H 31 H
At 31 December 2020

RIS HE N

. ZEStE  HESE EEl v L
& AR % Covered BERE AR AR
Gross by collateral Classified Impairment Impairment
advances to or other or A allowances- allowances-
customers security impaired Overdue Stage 3 Stage 1 and 2
BETIT BETIT AT BETIT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
27,990,244 16.02% - - - 165,523
26,111,852 71.22% - 3,544 - 111,870
17,617,652 8.21% - 18,168 - 37,490
373,590 100.00% - - - 40
11,124,157 62.56% 248,681 1,523,638 88,849 65,935
8,184,730 33.43% 135,339 141,356 108,271 61,927
4,840,456 4.95% - - - 15,232
2,008 40.93% - - - 3
862,037 4.51% - - - 11,656
20,104,284 60.77% - 3,124 - 61,619
235,082 99.88% 95 1,258 - 84
11,218,032 99.75% 1,457 48,360 - 7,831
487 0.00% - - - 58
21,851,449 93.19% 948 149,907 812 27,441
150,516,060 52.41% 386,520 1,889,355 197,932 566,709
7,777,808 24.82% 317,606 317,606 137,727 25,255
121,428,703 45.57% 1,688,656 1,528,925 1,366,803 733,374
279,722,571 48.67% 2,392,782 3,735,886 1,702,462 1,325,338
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Additional Information (continued)

4. Liquidity coverage ratio and net stable funding ratio

2021 4 2021 4 2020 F 2020
6 H30H 3H31H 6 H30H 3H31H
Quarter ended Quarter ended Quarter ended Quarter ended

30 June 2021 31 March 2021 30 June 2020 31 March 2020

Average value
of liquidity
coverage
ratio 151.97% 164.15% 150.00% 151.34%

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.

Net stable funding ratio

2021 2020

Quarter end value of net stable funding ratio
- First quarter 117.19% 118.55%
- Second quarter 116.92% 120.00%

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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HA&wt (8) Additional Information (continued)

4. REMEESIERFRB 4. Liquidity coverage ratio and net stable funding ratio (continued)
EESEE (#)

RN S R R The liquidity coverage ratio and net stable funding ratio are computed on the consolidated
SEEBERELS basis which comprises the positions of the Bank and certain subsidiaries specified by the
ERMETE - WiRE HKMA in accordance with the Banking (Liquidity) Rules.

(ERTTs% CREht)
AT HASRAT R
B oy 2 REE Z T

JBB A EIAHRK ©

BB EELE The additional information of liquidity coverage ratio and net stable funding ratio
FOR B EE e LR disclosures are available under section “Regulatory Disclosures” on the Bank’s website at
ARG E=¢ S I D/AZN www.ncbh.com.hk.

w T #® H
www.ncb.com.hk
PRI EE | —E1%

.
AREEGET TEERN The Group has established intra-group liquidity risk management guideline to manage the
B B A 4 b e liquidity funding among different entities within the Group, and to restrict their reliance of
55 EHEERRNE funding on each other.

B 2 B REE

& MBMHEFEER
& HBREEAHA o
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Additional Information (continued)

5. Non-bank Mainland exposures

HIRIRIT RS H TR
1 B g AR g Z 3 i T2
RAEMAMER &8
AR AVHR IS TS 2 B
T 1) R T T B 51 7
FH - JLHEREST AT I
HIEHMITHEB Z I E &
F] Z PR B AR -

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 2021E6 F30H
At 30 June 2021

BEER BEER
SE W RAH RN
EHH JE AR JEVBG R
Items in On-balance Off-balance  #HEFGEERE
the HKMA sheet sheet Total
return exposure exposure exposure
BT BT BT
HK$'000 HK$'000 HK$'000
R ~ RO ERFREFARY  Central government, central
i - HitB A NEE government-owned entities and their
(e subsidiaries and joint ventures 1 79,741,841 5,499,877 85,241,718
HoREUR ~ WA BURRFERY  Local governments, local
i - HitB AT NEE government-owned entities and their
1 subsidiaries and joint ventures 2 31,796,970 9,830,857 41,627,827
T FEANERICEMFE  PRC nationals residing in Mainland or
NEEAHERS ~ BT other entities incorporated in
H RSB Mainland and their subsidiaries and
joint ventures 3 97,723,379 33,612,295 131,335,674
NEFEME FEE—IEh g Other entities of central government
TF A At fAE not reported in item 1 above 4 5,532,373 156,977 5,689,350
NeEFEfE Bialtss — 15 J5Er  Other entities of local governments not
JiF PR ELA A reported in item 2 above 5 799,317 . 799,317
RSN EREEEINTE  PRC nationals residing outside
MRS - AR SEAD Mainland or entities incorporated
(B35 outside Mainland where the credit is
granted for use in Mainland 6 22,548,865 1,765,610 24,314,475
HAixr ZEFmE R & Other counterparties where the
BRI ESRT T P B exposures are considered to be
TRIE non-bank Mainland exposures 7 6,067,516 408,404 6,475,920
4zt Total 8 244,210,261 51,274,020 295,484,281
HURCER IR E A Total assets after provision 9 532,079,286
LEABENNER K On-balance sheet exposures as
B EMREHE L percentage of total assets 10 45.90%
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5. JESRITRYAtEBSE&IE 5. Non-bank Mainland exposures (continued)
(&|)

Additional Information (continued)

720204412 H 31 H
At 31 December 2020

HEAMR HEAMR
SERWE FNHY FHM
THH EBARYE R ENE
Items in On-balance  Off-balance  4&J\[g&IE
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT AT
HK$'000 HK$'000 HK$'000
R T ~ PR ERRFARY Central government, central
T - HIfE AT REE government-owned entities and their
1 subsidiaries and joint ventures 1 72,205,517 4,859,009 77,064,526
HOFEUR ~ #OFBURFFARY  Local governments, local
i - HIfE AT REE government-owned entities and their
3 subsidiaries and joint ventures 2 30,462,692 6.444,682 36,907,374
N ERECEMFE  PRC nationals residing in Mainland or
NEE AT HERS ~ BT other entities incorporated in
HREBERE Mainland and their subsidiaries and
joint ventures 3 87,602,705 23,597,925 111,200,630
NEFEME FEE—IE g Other entities of central government
JiF PR L A i A not reported in item 1 above 4 3,199,293 230,593 3,429,886
RE$E(E Filtss 15 5 Other entities of local governments not
JiF PR ELA A reported in item 2 above 5 764,218 . 764,218
SN EREEEINFE  PRC nationals residing outside
e - HEREAN Mainland or entities incorporated
(5353 outside Mainland where the credit is
granted for use in Mainland 6 14,763,736 1,280,597 16,044,333
HAthxz S F i EfG & Other counterparties where the
WA R IR T Y P HE exposures are considered to be
EIE non-bank Mainland exposures 7 5,994,587 449,258 6,443,845
Hazt Total 8 214,992,748 36,862,064 251,854,812
HURCER IR & LA Total assets after provision 9 517,103,055
LEABENTNER K On-balance sheet exposures as
IS EMEEHE L percentage of total assets 10 41.58%
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Additional Information (continued)

6. Business Review

2021 = | 2f4F - 4Bk 2019 &
AN HE R IE LS - 23K
FIRBHPRIMEAL - RITEF
FE g A (NIM) B AEREH
BEE TR SRITSEEFIRE DA
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2 - mEAMEEERE - A
S VIRE T 5 E) - 5
SRR EE - R E A
EREEFRE > (=R
i - EFEROEIERRRIE
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s R R T
FIHEEL AR T -

MBHE

HE 2021 4 6 HIE > AEH
FEHURE ZEF R 2 &R U Ay
AW 44.76 fE0T 0 HAETRER
3.35%  ZIRK(R IR 2R
2z AEEFIIELERE
BREETE o JRFIEURA Ry
32.11 [EIT o B4R 2.55% -
R R 7 2 (NIM) 52 JBR 2 4F
Tk 0.14 {HE47EEE 1.38% -
JEF U A Ry e 12.66 (&
TC B RIS R RS A
By 9.57 (& » HAEIET] 14.70%
Gh D AE B U 4% I8 % BTt
7.36% AL EE EET A
LS i T EF UL RS K oAt
BRVERE 2RISR - S9E
FIEURATZE Tk 5.34% -
2019 TERIR TR B R R
YIRS LB BN
> HESEEE L THI
55 2020 FEEIEAR I - Fi 1%
TR RS 19.14 (BT > $74E
Tk 20.51% o SEHGAEE ARl
# 6.50% - FIGHEEE OIHR
0.74% -

TEPRFILE UL 2 2 T35 7 SR A
RO T ARG E R
EREIRTROE PR S
FEEERERS S - TAH
W EEENEE » ZOEBR
FREfEER - % 2021 4 6
BIE » REEYEEE BB
5,232.03 {BIT » SRR
3.46% : F P {F K B W
3,654.69 (&L » WAL
3.94% ; Z R Ry S

During the first half of 2021, with the COVID-19 pandemic continued around the globe,
global market interest rates remained low. Net interest margin (NIM) in banking sector
dropped significantly compared with the same period last year. Profitability and asset
quality of banking sector were under continuous negative impact. Under such unfavorable
operating environment, while paying close attention to market volatility and strengthening
comprehensive risk management, the Group also actively expanded customer base and
promoted the collaboration with Cinda Group. The core deposit-taking and lending
businesses grew steadily in the first half of the year yet profit slightly decreased
year-on-year due to lower NIM and higher provisions.

Financial Review

As at the end of June 2021, net operating income before impairment allowances of the
Group reached HK$4,476 million, decreased by 3.35% year-on-year. With interest margin
narrowed under the global low interest rate environment, the Group is committed to
optimizing the structure of assets and liabilities. Net interest income amounted to
HK$3,211 million, slightly decreased by 2.55% year-on-year. Net interest margin (NIM)
was under weight, down 0.14 percentage point year-on-year to 1.38%. Non-interest
income amounted to HK$1,266 million, including net fee and commission income of
HK$957 million, which grew by 14.70% year-on-year; foreign exchange trading income
also increased by 7.36% year-on-year. However, non-interest income down 5.34%
year-on-year due to decreases in net gain on financial instruments at fair value through
profit or loss and net gain on other financial assets. The COVID-19 pandemic continued to
affect business activities, the challenging operating environment has led to an increase in
credit risk and losses was expected to increase compared to the same period in 2020.
Profit after tax was HK$1,914 million, down 20.51% year-on-year. Return on average total
equity and return on average total assets stood at 6.50% and 0.74% respectively.

Under the circumstance of low net interest margin and market demand, the Group
focused on developing its core customer base of commercial banking and further
strengthened its synergetic cooperation with the branches and subsidiaries of Cinda
Group, which allowed the core businesses to maintain steady growth. As at the end of
June 2021, total assets of the Group amounted to HK$523,203 million, increased by
3.46% from the end of last year. Deposits from customers and gross advances to
customers achieved HK$365,469 million and HK$295,889 million, respectively up 3.94%
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Additional Information (continued)

6. Business Review (continued)

MBREE (%)
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Financial Review (continued)

and 5.78% from the end of last year. The Group further implemented prudent risk
management philosophy. As at the end of June 2021, the classified or impaired loan ratio
of the Group stood at 1.67%, which proved that the market volatility has certain negative
effect on NCB'’s asset quality.

Business Review
Personal Banking

As at the end of June 2021, net operating income before impairment allowances in
Personal Banking amounted to HK$920 million, increased by 5.34% year-on-year.
Adhering to the business philosophy of “Unique Services for the Mainland and Hong
Kong”, the Group actively serves the Hong Kong residents and customers in the Greater
Bay Area, optimises its products and service processes, enhances supports to customers
affected by the pandemic, gaining the reputation as a cross-border professional service
bank. During the period, the Group vigorously promoted RMB deposit and exchange
services that cater to RMB wealth management needs of all customers with a promotional
focus of “NCB, Your First Choice for RMB Services”. In the first half of 2021, NCB has
received several accolades in the cross-border banking sector, including “Excellent Brand
of Cross Border Personal Banking Services” and “Excellent Brand of Cross Border
Corporate Banking Services” at the “Hong Kong Leaders’ Choice Brand Awards 2021"
organised by Metro Finance, “Award for Excellence in Financial Brand Value in the
Greater Bay Area” at the “Awards for Excellence in Finance 2021” organised by Mingpao,
“Award for Professional Financial Services in the Greater Bay Area” at the “Professional
Financial Institution Services Awards 2021" organised jointly by Hong Kong Commercial
Newspapers Co., Ltd., Economic Herald, Federation Economic and Commerce of Hong
Kong and China Enterprise Reputation and Credibility Association (Overseas), which
were evidence of recognition by the industry. On the other hand, in order to cope with the
pandemic with Hong Kong people, NCB launched a health theme concept of “Health and
Wealth Management in NCB” that integrates six elements, i.e. diversified wealth
management products, high-quality banking services, professional economic analysis,
offers from selected merchants, health value-added services and themed talks.
Meanwhile, NCB continued a series of support measures, including “moratorium on
principal repayment” of mortgage loans and “Together, we fight the pandemic and enjoy
the doubled gifts with NCB”, to show our commitment to fighting the pandemic together
with our customers.
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6. Business Review (continued)
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Business Review (continued)
Corporate Banking

As at the end of June 2021, net interest income in Corporate Banking reached HK$2,117
million, and net operating income before impairment allowances in Corporate Banking
amounted to HK$2,532 million, up 3.98% year-on-year. During the period, amid a
complex and unpredictable business environment, the Group strived to overcome the
pressure of narrowing net interest margin, actively obtained more high-quality projects
and seised cross-border business opportunities. The Group also deepened
comprehensive cooperation with core customer base in deposits, loans, cash
management, interest rate and exchange rate risk management, etc. Overall deposit
balance and intermediary business income rose evenly. In response to the low market
interest rate, in the first half of 2021, several interest rate risk management products have
been introduced to assist customers in managing interest rate risks and increase NCB's
fee and commission income. The Group actively leveraged advantages of synergy with
Cinda Group and the advantages of the Group’s cross-border banking network in the
Mainland and Hong Kong to further optimise its cross-border business model, emphasise
the integrated operating characteristics in the Greater Bay Area, expand its customer
base and increase comprehensive operating revenue. In terms of syndicated loans, the
Group actively participated in primary and secondary markets syndicated loans to explore
high-yield syndicated loans projects. In the first half of the year, NCB’s market share and
ranking of the designated lead arrangers in Hong Kong and Macau increased compared
to last year. Furthermore, the Group continued to fulfill its corporate social responsibility
and rolled out a number of relief measures to support corporate customers, with the aim
of easing financial strain on SMEs affected by the pandemic and assisting in the
operation of brick-and-mortar companies, including actively participated in various
tranches of the “Pre-approved Principal Payment Holiday Scheme” for corporate
customers launched by the Hong Kong Monetary Authority, and the “SME Financing
Guarantee Scheme (SFGS)” launched by The Hong Kong Mortgage Corporation Limited,
set up fast tracks to simplify and prioritise the processing of the “Special 100% Loan
Guarantee” under the SFGS, which fully demonstrates the Group’s supportive practice of
the joint development with SMEs.
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6. Business Review (continued)

SEBER (8D
MEFREY;

BE 2021 4 6 AIE - AR
TERCBAE AR (R il 2 B ULA
oM .71 (37T - WAEASRE
TLR ERITTES TR EE > A%EE
A T B R S AR 12
R FEFFFAIEMA - FiF > A8
B 4 4 O R A e R
e TR A R ETS » SNHE
SEHASE TS A B E AN T 5
# o

PSR HS

2021 4 AP AR
REERE T FEREER
i o (H R R B SO I A RIS 2
TIEATRAE » 46 AR B R R 2k
Ty - mErE (hED) fEiEAS
[ R RE 3 R BRS (TSP
EFUEIE - RAREAL - BRI
EEENIS T - B
PEREE R (E R EIOEH
HE (SR S R SNy AR
b MRS R AR i
—IHEER T IE B A TSI A
& - B IR T & > %
IR ECES TR SF
o EE B MRS IR X T R PE Y
BRI THIEE < IIiRE T L
AlEERE > fcEtmrE (FPED T
MR RG  RIEF R
f§ > B FERAS S AERRERET -
BT ER (FE - HREEE
A BIERHRRAE Ry
[EARBEA R R -

Business Review (continued)
Treasury

As at the end of June 2021, net operating income before impairment allowances generated
by Treasury reached HK$971 million. While focusing on the analysis of the trend of
USD-dominated market interest rates, the Group enhanced net interest income through
active adjustment of the bond portfolio structure. Meanwhile, NCB continued to strengthen
the construction of treasury product system and actively promoted its RMB business. The
transaction volume and income of the foreign exchange business increased significantly.

Mainland Business

In the first half of 2021, the pandemic in the Mainland has been under effective control,
leading to a rapid economic rebound. However, the negative impact of the pandemic on
Chinese economy remained, which continued to put operating pressure on the Group.
Adhering to the overall development strategy of the Group, NCB (China) has made
progress in business expansion, compliance and risk control, process optimization and
systemic reform. The cross-border business characteristics were further highlighted. On top
of the establishment of overseas bond issuance business in the Standby Letter of Credit
Enhancement Structure for the first time in last year, the scale of related business continued
to expand, which further enhanced the Group’s awareness in the capital market. The Group
steadily expand its operation network and submitted the application for the opening of
Chongging branch in Western China to the regulatory authority this year after the
successful opening of Wuhan branch last year. NCB also accelerated the development of
digital transformation, and enhanced the openness of business development and created
an ecological environment for the combination between industry and finance relying on the
new IT system of NCB (China). Digital marketing was promoted by actively exerting the
value of data and effective support for business development was provided through
technological empowerment.
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6. E%HEE (8) 6. Business Review (continued)
FR5aEE () Business Review (continued)
g Risk Management
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The Group actively responded to the impact of the COVID-19 pandemic and market
fluctuations on assets and continued to strengthen risk management. During the period, we
firmly carried out Business Continuity Plan amid the pandemic to provide continued banking
services for our customers and reduced the impact of the pandemic on customers. In terms
of credit risk management, the Group strengthened all management measures
comprehensively. Firstly, the Group optimised the credit risk system and improved the
efficiency of credit examination and approval. Secondly, the Group reviewed credit portfolio
limits and strengthened industrial concentration management. Thirdly, the Group adhered to
the baseline of bank compliance and completed the system optimization of the counterparty
credit risk measurement standard method. In terms of operational risk and compliance, the
Group carried out re-inspection of the system and procedures to ensure that NCB operations
were legal and compliant, and held regular compliance communication meetings and
trainings to strengthen employees’ awareness of compliance. For anti-money laundering and
countering the financing of terrorism, the Group closely monitored any suspicious activities
and actively optimised the operation process, followed up on red flags indicating suspicious
transactions and investigated intercepted transactions. The performance of our monitoring
system maintained a high level in comparison with those of our industry peers.

Prospects

In the second half of 2021, the impact of the pandemic will remain while new virus variants
brought more uncertainties to the picture. With obvious discrepancy in vaccination rate
between diffident economies, the global economy shall face tougher challenges. In terms of
financial market, the US Federal Reserve may announce bond purchase tapering plan in the
second half of the year in response to the rising inflation rate. The fading-out of monetary
stimulus shall have adverse impact on global liquidity. The overall operation of banking sector
will therefore be under continuous pressure. The Group will strive to ensure steady
development in all businesses through active response to market changes, flexible
adjustment of operating strategies, seizure of market opportunities and continuous
strengthening of comprehensive risk management.
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Appendix

Subsidiaries of the Bank

The particulars of our subsidiaries are as follows:

[ERiiPg=¢ 3
i A=l HEMEER/ TETRA EaEy  IEEH
275 Place and date of incorporation/ Registered capital/ Interest Principal
Name operation issued share capital held activities
FAEREIRIT (B AMRAH P FEEAR 100% RITIERS
2007 4212 A 14 H A% 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 T EFE AR AE T il 100% (EEtiRTs
1976 210 H 22 { &M% 3,000,000 j¢
Nanyang Commercial Bank Hong Kong Ordinary shares Trustee
Trustee Limited 22 October 1976 HK$3,000,000 services
BRI R EE AR AT s i=7iiilica 100% BN
1984 4£5 H 25 H &M% 3,050,000 JT
Kwong Li Nam Investment Hong Kong Ordinary shares Investment
Agency Limited 25 May 1984 HK$3,050,000 agency
FFERGEIRTT (B AIRAE | & il 100% AR
198048 H22 &M 50,000 7T
Nanyang Commercial Bank Hong Kong Ordinary shares Nominee
(Nominees) Limited 22 August 1980 HK$50,000 services
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Definitions

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

Terms

Meanings

“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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