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Financial Highlights

201546 H30H 201446 H30H 2014412 A 31 H

30 June 2015

30 June 2014

31 December 2014

HIN, For the period/year fgﬁ;{g /ﬁim;—ggg ﬁlﬁ?&iﬁ
IEECRE LS HT Y S FLUBUL A Net operating income before impairment
allowances 630,189 584,404 1,178,718
=il Operating profit 274,330 387,194 775,052
FRA A A Profit before taxation 285,519 396,194 793,072
AR AR R Profit for the period/year 274,431 317,095 639,334
EE R At period/year end ﬁfm{g ﬁgﬁgg ﬁi“;jggé
REARIE R Capital and reserves 6,542,957 6,113,267 6,290,140
TR AR Issued and fully paid share capital 300,000 300,000 300,000
B Total assets 54,556,427 50,672,333 52,166,252
FARstER Financial ratios % % %
PR R Return on average total assets * 1.03 1.31 1.27
SR R SR e [ R 2 Return on average shareholders’ equity > 8.62 10.45 10.30
FCAEHI A RS Cost to income ratio 33.83 33.55 34.73
St Loan to deposit ratio * 62.89 63.59 61.79
PR SR ¢ Average liquidity ratio * - 45.93 48.16
REMEEE LRI E Average value of liquidity coverage ratio *
5—FE First quarter 146.69 - -
EOEE Second quarter 186.18 - -
SRR S Total capital ratio ® 19.47 19.60 19.63
AR A

1. PEEER A R

Profit for the period/year

Return on average total assets

2. PRt ElER

Return on average shareholders’ equity

3. HFERD FREFEHEE R - B hE 3.

4. ‘P RETESILRELDEEE (A EEEE 4
R ) SHR - B SR I EEDIE
SREEBERTR WAE CBRTT2E Omt@hie) HHD
kEEseERR (RER ) REEREE
KA T Z AR IR KON T4 -

5. GEALLRIIE (SRIT3E (A MAD Fdz 5.
B R B UE TR I ASRTT Z At g
I TTHLR I & OFREREE L -

H & e

Daily average balance of total assets

BN, R A
Profit for the period/year

P AR 2 30 1 A BT/ B oR R 9 (E

Average of the beginning and ending balance of capital and reserves

advances to customers.

Rules.

Loan to deposit ratio is calculated as at period/year end. Loan represents gross

The average liquidity ratio is computed on the solo basis (the Hong Kong offices
only). The average value of liquidity coverage ratio is computed on the
unconsolidated basis which comprises the positions of local offices and overseas
branches of the Bank specified by the Hong Kong Monetary Authority (“‘HKMA”)
for its regulatory purposes and in accordance with the Banking (Liquidity) Rules.

Total capital ratio is computed on the combined basis which comprises the
positions of local offices and overseas branches of the Bank specified by the
HKMA for its regulatory purposes and in accordance with the Banking (Capital)
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FyAEME 274,431,000 T > 8 E4ER D 13.45% -
T E B EAE SRR AN - PR
S [EIER R PP R EE R R T A By 8.62% K,
1.03% -

SAPT RIS A Ry 438,566,000 JT > #—
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W IR A EIH T Bk 22 (BT 1.72% - 1F
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ST SR 15 DR (B (R 5 B 15 28 1 142,656,000
7T > EEEFESIEIAER 141,532,000 TT 0 £
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Management’s Discussion and Analysis

Business Review

In the first half of 2015, the world’s major economies performed unevenly. The
US economic growth was at a modest pace. Although the economy in the
Eurozone improved slightly but the Greek debt problem remained uncertain. In
the Mainland of China, the economy continued to grow steadily, however the
expansion is expected to slow down. Hong Kong, as an open economy, the
growth momentum remained challenging due to uncertainties in the global
economic outlook.

The banking industry in Hong Kong operated in a relatively steady
environment in the first half of 2015, yet weak loan demand and keen market
competition, together with the persistently low interest environment posed
challenges to bank’s profitability. In view of the current operating environment
for banks in Hong Kong, the Group continued to take proactive yet prudent
business strategies in order to maintain the momentum of growth. The Group
also enriched the service model for its customers. In the Personal Banking
business sector, the quality of its service team continued to improve and the
facilities at the branches was also upgraded. Besides, the Group constantly
broadened its wealth management products and services to better meet the
different needs of its customers in this low interest rate environment. For the
Corporate Banking business, the Group continued to strengthen its
cross-border corporate business services in order to provide a total solution to
its corporate customers. Riding on the branches set up in Fujian, the Group
provided its customers with full range of cross-border financial services
between Fujian and Hong Kong.

Financial Review

For the first half of 2015, the Group recorded a profit attributable to
shareholders of HK$274,431,000, decreased by 13.45% from last year. This is
mainly due to the increase in impairment allowances. The return on average
shareholders’ equity and the return on average total assets were 8.62% and
1.03% respectively.

Compared with the first half of 2014, net interest income was HK$438,566,000,
decreased by 2.51%. It was mainly due to net interest margin dropped by 22
basis points to 1.72% compared with the same period last year. Net fee and
commission income increased by 40.02% to HK$170,763,000. The growth is
mainly driven by the increase in securities brokerage, insurance and loan
commission income during the period. Operating expenses increased by
8.73% to HK$213,203,000, while the cost to income ratio also increased by
0.28 percentage points to 33.83%.

For the first half of 2015, net charge of impairment allowances was
HK$142,656,000, increased by HK$141,532,000 compared with the same
period last year, mainly caused by the downgrade of a few customer advances.
The classified or impaired loan ratio also increased by 0.93 percentage points
to 1.18% compared with the end of 2014.

As of 30 June 2015, the total consolidated assets of the group increased by
4.58% to HK$54,556,427,000 compared with the end of 2014. Advances to
customers increased by 3.36% to HK$28,066,012,000. Customer deposits
also increased by 1.56% to HK$44,627,339,000.
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Management’s Discussion and Analysis (continued)

Prospect

Looking forward to the second half of 2015, the global economy will remain
highly uncertain. The overall operating environment for banks in Hong Kong
looks mixed as both opportunities and challenges coexist. The Central
Government’s strategic initiative of “One Belt, One Road” is expected to
deepen and expand the cooperation between the Mainland of China and its
neighbouring countries. Moreover, the accelerated pace of RMB
internationalisation and the economic and financial reform in the Mainland of
China will provide banks with more business opportunities.

The Group will continue to pursue a prudent but growth strategy by maintaining
a sustainable balance between risk control and business growth. The Group
will strive to maintain growth in conjunction with sound corporate governance
and risk management. To enhance the customer experience, the Group will
continuously enhance the professionalism of the service teams as well as
optimise its products and services offerings in response to the market
development and customer needs.
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Management’s Discussion and Analysis (continued)

Risk Management

Overview

The Group believes that sound risk management is crucial to the success of
any organisation. In its daily operation, the Group attaches a high degree of
importance to risk management and emphasises that a balance must be struck
between risk control and business development. The principal types of risk
inherent in the Group’s businesses are credit risk, interest rate risk, market
risk, liquidity risk, operational risk, reputation risk, legal and compliance risk,
and strategic risk. The Group’s risk management objective is to enhance
shareholder value by maintaining risk exposures within acceptable limits.

Risk Management Governance Structure

The Group’s risk management governance structure is designed to cover all
business processes and ensures various risks are properly managed and
controlled in the course of conducting business. The Group has a robust risk
management organisational structure with a comprehensive set of policies and
procedures to identify, measure, monitor and control various risks that may
arise. These risk management policies and procedures are regularly reviewed
and updated to reflect changes in markets and business strategies. Various
groups of risk takers assume their respective responsibilities for risk
management.

The Board of Directors, representing the interests of shareholders, is the
highest decision-making authority of the Group and has the ultimate
responsibility for risk management. The Board, with the assistance of its
committees, has the primary responsibility for the formulation of risk
management strategies and ensuring that the Group has an effective risk
management system to implement these strategies.

The Risk Management Committee (“RC”), a standing committee established
by the Board of Directors, is responsible for overseeing the Group’s various
types of risks, approving high-level risk-related policies and monitoring their
implementation, reviewing significant or high risk exposures or transactions
and exercising its power of approval. The Audit Committee (“AC”) assists the
Board in fulfilling its role in overseeing the internal control system.

The Chief Executive (“CE”) is responsible for managing the Group’s various
types of risks, approving risk management policies, and material risk
exposures or transactions within her authority delegated by the Board of
Directors. With support from Risk Management Department (“RMD”) and
Financial Management Department (“FMD’), the Deputy General Manager
assists the CE in fulfilling her responsibilities for the day-to-day management
of risks and initiating new risk management strategies, projects and measures
that will enable the Group to better monitor and manage new risk issues or
areas that may arise from time to time from new businesses, products and
changes in the operating environment. He will also take appropriate initiatives
in response to regulatory changes. The Deputy General Manager and the
Head of RMD are also responsible for reviewing material risk exposures or
transactions within their delegated authority.
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Management’s Discussion and Analysis (continued)

Risk Management (continued)

Risk Management Governance Structure (continued)

Various units of the Group have their respective risk management
responsibilities. Business units act as the first line of defence while risk
management units, which are independent from the business units, are
responsible for the day-to-day management of different kinds of risks. Risk
management units have the primary responsibilities for drafting, reviewing and
updating various risk management policies and procedures.

Credit Risk Management

Credit risk is the risk of loss that a customer or counterparty is unable to or
unwilling to meet its contractual obligations. Credit risk exists in the trading
book and banking book, as well as from on- and off-balance sheet transactions
of the Group. It arises principally from lending, trade finance and treasury
businesses. The Head of RMD is responsible for the management of credit risk
and for the formulation of all credit policies and procedures.

For advances, different credit approval and control procedures are adopted
according to the level of risk associated with the customer, counterparty or
transaction. The Credit Risk Assessment Committee is responsible for making
an independent assessment of material credit. Credit applications for non-retail
exposures are independently reviewed and objectively assessed by risk
management units. Obligor ratings (in terms of probability of default) and
facility ratings (in terms of loss given default) are assigned to these portfolios to
support credit approval. Retail internal rating systems are deployed in the risk
assessment of retail credit transactions, including small business retall
exposures, residential mortgage loans and personal loans. Loan grades,
obligor and facility ratings as well as loss estimates (if applicable) are used to
support credit approval.

The Group also uses loan grades, obligor ratings and loss estimates (if
applicable) to support credit monitoring, reporting and analysis of credit risk
information. For non-retail exposures, more frequent rating review and closer
monitoring are required for higher-risk customers. For retail exposures,
monthly updated internal ratings and loss estimates are used for credit
monitoring on a portfolio basis. More comprehensive review is required for
obligors being identified under high-risk pools. In the first half of 2015, the
Group adopts loan grading criteria which divides credit assets into five
categories with reference to the HKMA's guidelines. The Credit Risk
Management Division of RMD provides regular credit management information
reports and ad hoc reports to the Executive Committee (‘EC”), RC and Board
of Directors to facilitate their continuous monitoring of credit risk. In addition,
the Group identifies credit concentration risk by industry, geography, customer
and counterparty. The Group monitors changes to counterparty credit risk,
quality of the credit portfolio and credit risk concentrations, and reports
regularly to the Group’s Management.



& A Ay
: %
Chiyu Banking Corporation Ltd.

PIEEBRMER A member of BOCHK Group

B WA (8
EEEE (§)
EREREE (8

SR F Y P SR A RS e s LA B

(Standard & Poor’s ) 7N AHEFAREEE -
FNEBRPAR A R RGBT TS (SRITEMR
By BT (SRTE CEAR) MR #ZEk -

ESUN R R aita SN S = NG R
SHNEE FIRPAR ~ s iR s AR A E
R R P MR T NMEEIREE - DUEHE
Rz E SR ST A ER - A%
G R PR R B SR — B AL S B AR
PR Bl s B e - A E Rr e e A IR -

R B

SR N R ER (R - =
P ZE(ERS ~ P fERS ) JYENE SRR INE -

L AAHER © AGEERRAGE T HI TS
fRir » TE R AU R T - i e
B - SRR A SR ) S e e ML <22 75
SRS {REESEE Y E b B AR R
HFE  ARUE B A SR MR AT RE AR R AT T
Gl - (R B R SR -

ARG E IR b B SRR A IR AV B
b EEERABERZSE - SEEEAR
TOREREESF,BEAL - B EHE > S AHE - I
BEHEEAT SRR EHNERRA - 7
P E A BT EERE - WIS
AREE E Y TSR 5L AR H R SR AR A A
TTIBM - LA OREE B A f B T S5 B P42 e
TERTHEZ /KA -

AR TG R R IR - RIeaka -
sTE  BEAIRIPERI T S o £ e A
MREFEFEEAR R B E - (888 - M3
BETT A S R S A s » E R s A
PRER R B RR 2 E o B = EE 4k > 050 HEba
BHZEY - HEANEHZE G RUWHEH
A - SFH AL AR A TS
TR AR EE R P B R 2R TS -

AEE R E R RS EE > JE
AERREHEZEGEEEHASEE - A%
BRI A — b B 5 R AT - 2 R R S A
o Pl 2 IS TS EIE K2 T 99%
BT R 1 REA N EEE
1B > st AR e B PR -

Management’s Discussion and Analysis (continued)
Risk Management (continued)

Credit Risk Management (continued)

The Group employs an internal master rating scale that can be mapped to
Standard & Poor’s external credit ratings. The structure of internal master
rating scale is in compliance with the requirement of the Banking (Capital)
Rules under the Hong Kong Banking Ordinance.

For investments in debt securities, the obligor ratings or external credit ratings,
assessment of the wunderlying assets and credit limits setting on
customer/security issuer basis are used for managing credit risk associated
with the investment. For derivatives, the Group sets customer limits to manage
the credit risk involved and follows the same approval and control processes
as applied for advances. On-going monitoring and stop-loss procedures are
established.

Market Risk Management

Market risk refers to the risk of loss arising from movements in the value of
foreign exchange, interest rate, equity and commodity positions held by the
Group due to the volatility of financial market price (foreign exchange rate,
interest rate, equity price, commodity price). The Group adopts a moderate
market risk appetite to achieve a balance between risk and return. The Group's
objective in managing market risk is to secure healthy growth of the treasury
business, by effective management of potential market risk in the Group's
business, according to the Group's overall risk appetite and strategy of
treasury business on the basis of a well established risk management regime
and related management measures.

In accordance with the Group’s corporate governance principles in respect of
risk management, the Board and RC, senior management and functional
departments/units perform their duties and responsibilities to manage the
Group’s market risk. FMD is mainly responsible for managing market risk,
assisting senior management to perform their day-to-day duties, independently
monitoring the market risk profile and compliance of management policies and
limits of the Group, and ensuring that the aggregate and individual market risks
are within acceptable levels.

The Group sets up market risk indicators and limits to identify, measure,
monitor and control market risk. Major risk indicators and limits include but are
not limited to VAR, Stop Loss, Open Position, Stress Testing and Sensitivity
Analysis, etc. To meet management requirements, major risk indicators and
limits are classified into three levels, and are approved by the RC, the Assets
and Liabilities Management Committee (“ALCO”) and the Head of FMD
respectively. Business units are required to conduct their business within
approved market risk indicators and limits.

The Group uses the VAR to measure and report general market risks to the RC
and senior management on a periodic basis. The Group adopts a uniformed
VAR calculation model, using a historical simulation approach and two years of
historical market data, to calculate the VAR of the Group over a 1-day holding
period with a 99% confidence level, and sets up the VAR limit of the Group.



OFEXE X:)

Chiyu Banking Corporation Lt
PIEEBRMER A member of BOCHK Group

B WA (8
EEEE (§)
HHEREE (&)

A SR B B P [ Dt ey i B (A S T A R
EYAERENE: o [BUAISEURRE— 35 A N5 g
FrAEERERFE T —EX S HtSSirE
SRR EIE S s A PR e - — &=
1 Q9WE(S/CE T - fE4 12 {8 H meypish
IR 4 K -

AR E

*UTHEﬁE%TaIﬂ K~ BEAAIIRGER
%ﬁ?ié%ﬂﬁﬂTﬁtﬁ@‘l%E TR R AILL
BREEARZARLR - AEEAF) R E RS 1 %

ﬂi BESHEMERTE - SR EEAR

FERI Ry -

- FIRERTEER - BES A AR H EE
ST IR ATRESERC - M EFHE U
A

- FIEEEAEE b A ES SR E H AR
A S EEREE RN R AR T RES
FE [ —EE T AR LA FIRIIE L

- g R PSRRI T
BB T EULA GO B E AR A
[Eif 23

- %ﬁ‘%@éﬂﬁxz : EEﬁAEF %%ﬁ?%é’ﬁé

E%jﬁ{ﬁﬂ’ﬁ%ﬂ’zuu

A S o] o T B ARG [ A P A A R L B
H o RIS EHZ A EAEN GRITIRAR
ﬂrﬁ%”.f?éﬁ)’(ﬂ@ HEAREEZSGHERET
I@%.*UYHKERETH%%E B E RS £ A
R ER > EMEEBRAR AT Tfmﬁjfsr
F% EETHZ S G HE TR ERE
1> AEERIRNEEEIECK - BEE fE?’i
e uxIIHBERTa*Eﬁfﬁ' EHE H R E AR
i BRI B R T
oo EEEEAB LR ERE & S
MREREHRES -

Management’s Discussion and Analysis (continued)
Risk Management (continued)

Market Risk Management (continued)

The Group adopts back-testing to measure the accuracy of VAR model results.
The back-testing compares the calculated VAR figure of market risk positions
of each business day with the actual and hypothetical revenues arising from
those positions on the next business day. Generally speaking, the number of
back-testing exceptions in a rolling 12-month period will not exceed four times,
given a 99% confidence level.

Interest Rate Risk Management

Interest rate risk means the risks to a bank’s earnings and economic value
arising from movements in interest rate and term structures of the bank’s asset
and liability positions. The Group’s interest rate risk exposures are mainly
structural. The major types of interest rate risk from structural positions are:

- Repricing risk : mismatches in the maturity or repricing periods of assets
and liabilities that may affect net interest income;

- Basis risk : different pricing basis for different transactions resulting that
the yield on assets and cost of liabilities may change by different
amounts within the same repricing period;

- Yield curve risk : non-parallel shifts in the yield curve that may have an
adverse impact on net interest income or economic value; and

- Option risk: exercise of the options embedded in assets, liabilities or
off-balance sheet items that can cause a change in the cash flows of
assets and liabilities.

The Group’s risk management framework applies also to interest rate risk
management. The ALCO exercises its oversight of interest rate risk in
accordance with the “Banking Book Interest Rate Risk Management Policy”
approved by RC. FMD is responsible for interest rate risk management. With
the cooperation of the Treasury Division, FMD assists the ALCO to perform
day-to-day interest rate risk management. Its roles include, but are not limited
to, the formulation of management policies, selection of methodologies, setting
of risk indicators and limits, assessment of target balance sheet, monitoring of
the compliance with policies and limits, and submission of interest rate risk
management reports to the senior management and RC, etc.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Interest Rate Risk Management (continued)

The Group sets out interest rate risk indicators and limits to identify, measure,
monitor and control interest rate risk. The indicators and limits include, but are
not limited to, repricing gap limits, basis risk, net interest income sensitivity
ratio (“NII”), economic value sensitivity ratio (“EV”) (including sub-limit for AFS
securities), etc. The indicators and limits are classified into three levels, which
are approved by the RC, ALCO and the Head of FMD respectively. Risk-taking
business units are required to conduct their business within the boundary of
the interest rate risk limits. Before launching a new product or business in the
banking book, the relevant departments are required to go through a risk
assessment process, which includes the assessment of underlying interest
rate risk and consideration of the adequacy of current risk monitoring
mechanism. Any material impact on interest rate risk noted during the risk
assessment process will be submitted to the RC for approval.

NIl and EV assess the impact of interest rate movement on the Group’s net
interest income and capital base. They are the Group’s key interest rate risk
indicators. The former assesses the impact of interest rate movement on net
interest income as a percentage to the projected net interest income for the
year. The latter assesses the impact of interest rate movement on economic
value (i.e. the net present value of cash flows of assets, liabilities and
off-balance sheet items discounted using market interest rate) as a percentage
to the latest capital base. Limits are set by the RC on these two indicators to
monitor and control the Group’s banking book interest rate risk.

The Group uses scenario analyses and stress tests to assess the banking
book interest rate risk that the Group would face under adverse circumstances.
Scenario analyses and stress tests are also used to assess the impact on net
interest income and economic value arising from the optionality of savings
deposits and the prepayment of mortgage loans.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Liquidity Risk Management

Liquidity risk is the risk that banks fail to provide sufficient funds to grow assets
or pay the due obligations, and need to bear an unacceptable loss. The Group
maintains sound liquidity risk appetite to provide stable, reliable and adequate
sources of cash to meet liquidity needs under normal circumstances or
stressed scenarios; and to survive with net positive cumulative cash flow in
extreme scenarios, without requesting the HKMA to act as the lender of last
resort.

The Group's liquidity risk management objective is to effectively manage the
liquidity of on- and off-balance sheet items with reasonable cost based on the
liquidity risk appetite to achieve sound operation and sustainable profitability.
Deposits from customers are the Group’s primary source of funds. To ensure
stable and sufficient source of funds are in place, the Group actively attracts
new deposits, keeps the core deposit and obtains supplementary funding from
the interbank market. According to different term maturities and the results of
funding needs estimated from stressed scenarios, the Group adjusts its asset
structure (including loans, bonds investment, interbank placement, etc.) to
maintain sufficient liquid assets which provides adequate funds in support of
normal business needs and ensure its ability to raise funds at a reasonable
cost to serve external claims in case of emergency. The Group is committed to
diversify the source of funds and the use of funds to avoid excessive
concentration of assets and liabilities and prevent triggering liquidity risk due to
the break of funding strand when problem occurred in one concentrated
funding source. The Group has established intra-group liquidity risk
management guideline to manage the liquidity funding among different entities
within the Group, and to restrict their reliance of funding on each other. The
Group also pays attention to manage liquidity risk created by off-balance sheet
activities, such as loan commitments, derivatives, options and other complex
structured products. The Group has an overall liquidity risk management
strategy to cover the liquidity management of foreign currency assets and
liabilities, collaterals, intra-day liquidity, intra-group liquidity, the liquidity risk
arising from other risks, etc., and has formulated corresponding contingency
plan.

The RC is the decision-making authority of liquidity risk management, and
assumes the ultimate responsibility of liquidity risk management. As authorised
by RC, ALCO exercises its oversight of liquidity risk and ensures the daily
operations of the Group are in accordance with risk appetite and policies as set
by RC. FMD is responsible for overseeing the Group’s liquidity risk. It
cooperates with the Treasury Division to assist the ALCO to perform liquidity
management functions according to their specific responsibilities.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Liquidity Risk Management (continued)

The Group established liquidity risk management indicators and limits to
identify, measure, monitor and control liquidity risk on daily basis. These
indicators and limits include, but are not limited to liquidity coverage ratio
(“LCR”"), loan to deposit ratio, Maximum Cumulative Cash Outflow (“MCO”)
and liquidity buffer asset portfolio. The Group applies cash flow analysis to
assess the Group’s liquidity condition under normal conditions and also
performs a liquidity stress test (including institution specific, general market
crisis and combined crisis) and other methods at least on monthly basis to
assess the Group’s capability to withstand various severe liquidity crises. Also,
the Assets and Liabilities Management System is developed to provide data
and the preparation for regular management reports to facilitate liquidity risk
management duties.

In accordance with the requirements of Supervisory Policy Manual LM-2
“Sound Systems and controls for Liquidity Risk Management” issued by the
HKMA in 2011, the Group has implemented in 2013 the refinement on the
behaviour model and assumptions of cash flow analysis and stress test to
enhance the Group’s cash flow analysis under both normal and stressed
conditions. In cash flow analysis under normal circumstances, refinements
have been made to assumptions relating to on-balance sheet items (such as
deposits from customers) and off-balance sheet items (such as loan
commitments). According to various characteristics of the assets, liabilities and
off-balance sheet items, the Group forecasts the future cash flow based on
contractual maturity date and the assumptions of customer behaviour and
balance sheet changes. The Group establishes MCO indicator which predicts
the future 30 days maximum cumulative net cash outflow in normal situations
based on the above assumptions to assess if the Group has sufficient
financing capacity to meet the cash flow gap in order to achieve the objective
of continuing operation.

In the liquidity stress test, a new combined scenario which is a combination of
institution specific and general market crisis has been set up in 2013 to assess
the Group’s capability to withstand a more severe liquidity crisis, with a more
stringent set of assumptions being adopted. Stress test assumptions include
the run-off rate of retail, wholesale and interbank deposits; drawdown rate of
loan commitments and trade-related contingent liabilities; delinquency ratio
and rollover rate of customer loans; and haircut of interbank placement and
marketable securities. In addition, the Group has a policy in place to maintain a
liquidity cushion which includes high quality marketable securities to ensure
funding needs even under stressed scenarios. A contingency plan is being
established which details the conditions to trigger the plan based on stress test
results and early warning indicators, the action plans and relevant procedures
and responsibility of various departments.

The LCR is calculated in accordance with the Banking (Liquidity) Rules
effective from 1 January 2015, the Group, being classified as category 1
authorised institution by the HKMA, is required to calculate LCR on
unconsolidated basis. During the year of 2015, the Group is required to
maintain a LCR not less than 60%.

The Group’s liquidity risk management also covers new products or business
developments. Before launching a new product or business, the relevant
departments are required to go through a risk assessment process, which
includes the assessment of underlying liquidity risk and consideration of the
adequacy of the current risk management mechanism. Any material impact on
liquidity risk noted during the risk assessment process will be reported to RC
for approval.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Operational Risk Management

Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and system, or from external events. The risk is inherent in
every aspect of business operations and confronted by the Group in its day-to
-day operational activities.

The Group has implemented the “Three Lines of Defence” for its operational
risk management. All departments or functional units as the first line of defence
are the first parties responsible for operational risk management, and carry out
the duties and functions of self risk control in the process of business operation
through self assessment and self enhancement. RMD together with certain
specialist functional units in relation to operational risk management within the
Group are the second line of defence. They are responsible for assessing and
monitoring the operational risk conditions in the first line of defence, and
providing them with guidance. RMD, being independent from the business
units, is responsible for assisting the Management in managing the Group’s
operational risk, including the establishment and review of the operational risk
management policy and framework, designing the operational risk
management tools and reporting mechanism, and assessing and reporting the
overall operational risk position to the Management and RC. Specialist
functional units are required to carry out their managerial duties of the second
line of defence with respect to some specific aspects of operational risk and its
related issues. Besides taking charge of operational risk management in their
own units, these units are also required to provide other units with professional
advice/training in respect of certain operational risk categories and to lead the
group-wide operational risk management. The Audit Division is the third line of
defence which provides independent assessment to the effectiveness and
adequacy of the operational risk management framework and is required to
conduct periodic audit of the operational risk management activities of various
departments or functional units within the Group regarding their compliance
and effectiveness and to put forward recommendations for remedial actions.

The Group has put in place an effective internal control process which requires
the establishment of policies and control procedures for all the key activities.
The Group adheres to the fundamental principle of proper segregation of
duties and authorisation. The Group adopts various operational risk
management tools or methodologies such as key risk indicators,
self-assessment, operational risk events reporting and review to identify,
assess, monitor and control the risks inherent in business activities and
products, as well as purchase of insurance to mitigate unforeseeable
operational risks. Business continuity plans are established to support
business operations in the event of an emergency or disaster. Adequate
backup facilities are maintained and periodic drills are conducted.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Reputation Risk Management

Reputation risk is the risk that negative publicity about the Group’s business
practices, whether genuine or not, will cause a potential decline in the
customer base, or lead to costly litigation or revenue decrease. Reputation risk
is inherent in other types of risk and every aspect of business operation and
covers a wide spectrum of issues. Reputation risk is managed by the
Compliance and Operational Risk Division (“C&0ORD”) under RMD while the
Head of RMD reports to the Deputy General Manager.

In order to mitigate reputation risk, the Group has formulated and duly followed
its Reputation Risk Management Policy. The policy aims to identify and prevent
reputation risk proactively at an early stage when an incident occurs. Since
reputation risk is often caused by various types of operational and strategic
issues that negatively impact the trust and perception of the Group, all
operational and key risks identified are assessed through the established Key
Control Self-Assessment framework, including risk assessment tools, to
evaluate the severity of their impact on the Group, including the damage to
reputation.

In addition, the Group has put in place a comprehensive framework to
continuously monitor reputation risk incidents in the financial industry. This
continuous monitoring enables the Group to effectively manage, control and
mitigate any potential adverse impact from an incident. The Group also adopts
robust disclosure practices to keep our stakeholders informed at all times,
which helps build confidence in the Group and establish a strong public image.

Legal and Compliance Risk Management

Legal risk is the risk that unenforceable contracts, lawsuits or adverse
judgments may disrupt or otherwise negatively affect the operations or
financial conditions of the Group. Compliance risk is the risk of legal or
regulatory sanctions, financial losses or losses in reputation the Group may
suffer as a result of its failure to comply with all applicable laws and
regulations. Legal and compliance risks are managed by C&ORD under RMD
while the Head of RMD reports to the Deputy General Manager. C&ORD is
responsible for legal risk management of the Group with advisory services
rendered by the Legal Services Centre of Bank of China (Hong Kong) Limited
(hereinafter referred as to “BOCHK”). As part of the Group’s corporate
governance framework, the policy for the management of legal and
compliance risk is approved by the RC as delegated by the Board.

Strategic Risk Management

Strategic risk generally refers to the risks that may cause current or future
negative impacts on the earnings, or capital or reputation or market position of
the Group because of poor business decisions, improper implementation of
strategies and inadequacies in the response to the changing market condition.
The Board reviews and approves the strategic risk management policy. Key
strategic issues have to be fully evaluated and properly endorsed by the senior
management and the Board.

The Group regularly reviews its business strategies to cope with the latest
market situation and developments.
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Management’s Discussion and Analysis (continued)
Risk Management (continued)

Capital Management

The major objective of the Bank’s capital management is to maximise total
shareholders’ return while maintaining a capital adequacy position in relation to
the Bank’s overall risk profile. The ALCO periodically reviews the Bank’s
capital structure and adjusts the capital mix where appropriate to maintain an
optimal balance among risk, return and capital adequacy.

To comply with the HKMA's requirements as stated in the Supervisory Policy
Manual “Supervisory Review Process”, the Bank adopts the internal capital
adequacy assessment process (‘ICAAP”) and reviews it annually. Based on
the HKMA's guidelines on Pillar I, ICAAP has been initiated to assess the extra
capital needed to cover the material risks not captured or not adequately
captured under Pillar |1, and therefore minimum Common Equity Tier 1 capital
ratio, minimum Tier 1 capital ratio and minimum Total capital ratio are
determined. Meanwhile, operating ranges for the aforementioned capital ratios
have also been established which enable the flexibility for future business
growth and efficiency of capital utilisation.

Stress Testing

The Bank supplements the analysis of various types of risks with stress
testing. Stress testing is a risk management tool for estimating risk exposures
under stressed conditions arising from extreme but plausible market or
macroeconomic movements. These tests are conducted on a regular basis by
the Bank’s various risk management units in accordance with the principles
stated in the Supervisory Policy Manual “Stress-testing” published by the
HKMA. The ALCO monitors the results against the key risk limits approved by
the RC. RMD reports the combined stress test results of the Bank to the Board
and RC regularly.
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GEReeSliras Condensed Consolidated Income Statement
CR&E:T) (CGRE&EET)
(Unaudited) (Unaudited)
FEEES PHEGER
2015 4F 2014 4F
6 H30H 6 H30H
Half-year ended Half-year ended
FreE: 30 June 30 June
Notes 2015 2014
BT ARTIT
HK$’000 HK$'000
FEHA Interest income 672,363 645,577
FIEZH Interest expense (233,797) (195,722)
BRI E A Net interest income 5 438,566 449,855
k5 & Fe AU A Fee and commission income 186,495 131,623
IR E e H Fee and commission expense (15,732) (9,665)
YRR EEFEESUIA Net fee and commission income 6 170,763 121,958
S S s Net trading gain 7 15,525 2,279
FUE Ry A et AR 2 Net (loss)/gain on financial instruments
Bl TR (FR) /e designated at fair value through profit or loss (4,325) 870
HAR LA Other operating income 8 9,660 9,442
U EEFHRT 2R EBULA Net operating income before impairment
allowances 630,189 584,404
NERER e Net charge of impairment allowances 9 (142,656) (1,124)
TREBUTA Net operating income 487,533 583,280
BT H Operating expenses 10 (213,203) (196,086)
LRBRF Operating profit 274,330 387,194
it LU NSk e A e Net gain from fair value adjustments on
investment properties 11 11,190 9,000
HEYIZE - S50 R EE 2 IR ESTE Net loss from disposal of properties, plant and
equipment 12 (1) -
BREZRTRSF Profit before taxation 285,519 396,194
FRIE Taxation 13 (11,088) (79,099)
HARRSH Profit for the period 274,431 317,095
BE Dividends 14 138,000 195,000
9520 £ 114 JH 2 it B A A i &kt The notes on pages 20 to 114 are an integral part of this interim financial information.
ZEHRER ST -
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Condensed Consolidated Statement of Comprehensive

Income

Profit for the period

Items that will not be reclassified subsequently
to income statement:
Premises:
Revaluation of premises
Deferred tax

Items that may be reclassified subsequently to
income statement:
Available-for-sale securities:
Change in fair value of available-for-sale
securities
Release upon disposal of
available-for-sale securities reclassified
to income statement
Deferred tax

Change in fair value of hedging instruments
under net investment hedges

Currency translation difference

Other comprehensive income for the
period, net of tax

Total comprehensive income for the period

Total comprehensive income attributable to:

Equity holders of the Bank

CREFRT) CREHET)
(Unaudited) (Unaudited)
FEEHRE FEGEEE
2015 £ 2014 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT AT T
HK$°000 HK$'000
274,431 317,095
60,091 35,183
(8,746) (4,732)
51,345 30,451
41,132 62,548
(102) -
(4,926) (8,773)
36,104 53,775
(778) 11,204
2,715 (33,299)
38,041 31,680
89,386 62,131
363,817 379,226
363,817 379,226

The notes on pages 20 to 114 are an integral part of this interim financial information.
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Chiyu Banking Corporation Ltd.

PIEEBRMER A member of BOCHK Group

Condensed Consolidated Balance Sheet

BEGEREARR

CReETE) (@)
(Unaudited) (Audited)
2015 48 7 2014 4
6 H30H 12531 H
B At 30 June At 31 December
Notes 2015 2014
AT BT
HK$’000 HK$'000
HE ASSETS
[EIFIR G B R TT e oAt & Cash and balances with banks and other financial
PRI SSER institutions 15 9,077,710 6,001,040
ESR T R HA SRl — 2+ — Placements with banks and other financial institutions
{E A N EIHA 2~ E T maturing between one and twelve months 2,498,115 3,844,837
S BN EE (LT AR 2 Financial assets designated at fair value through
SREE profit or loss 16 1,089,040 1,100,931
TR T E Derivative financial instruments 17 110,611 201,033
B R HA RIS Advances and other accounts 18 28,425,272 28,833,972
BHEE Investment in securities 19 10,962,508 10,216,240
&Y Investment properties 20 241,310 230,120
WIZE ~ BEM R Properties, plant and equipment 21 1,466,208 1,417,082
IRIEFIEE Deferred tax assets 26 74,774 7,877
Fptr & Other assets 22 610,879 313,120
B Total assets 54,556,427 52,166,252
aE LIABILITIES
SRAT Fe HA < Bl 2 1730 R Deposits and balances from banks and other
4ERR financial institutions 1,985,474 641,436
ST A Derivative financial instruments 17 41,067 138,067
B Deposits from customers 23 44,627,339 43,942,837
AR R AR Other accounts and provisions 24 1,078,273 921,590
JERTFRIE & 5 Current tax liabilities 82,515 44,238
BIEFRIEE & Deferred tax liabilities 26 198,802 187,944
= Total liabilities 48,013,470 45,876,112
[-C.S EQUITY
[(RZN Share capital 27 300,000 300,000
i Reserves 28 6,242,957 5,990,140
NGk Total equity 6,542,957 6,290,140
BB Total liabilities and equity 54,556,427 52,166,252

%520 % 114 H Z [tk A i s &

Tk SRR 7 -

The notes on pages 20 to 114 are an integral part of this interim financial information.
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Chiyu Banking Corporation Lt
PIEEBRMER A member of BOCHK Group

EEGSERBER

CR&EET)
(Unaudited)

Condensed Consolidated Statement of Changes in Equity

BRI AR ERCR
Attributable to equity holders of the Group

Tk B

FEEM  BHHATE
[EZN =47 FEhEEH SR MR EHF R
Reserve for
fair value
changes of
Premises available-
Share revaluation for-sale Regulatory Translation Retained
capital reserve securities reserve* reserve earnings Total
HRTIT HRTIT B TIT AT BT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2014 4E1H1H At 1 January 2014 300,000 999,052 10,618 218,872 88,604 4,512,805 6,130,041
AP F Profit for the period - - - - - 317,095 317,095
Hofth 4= TR Other comprehensive
income:
SR Premises - 30,451 - - - - 30,451
w S Available-for-sale
securities - - 53,775 - - - 53,775
BB TR TR Change in fair value of
AN TPE AL hedging instruments
under net investment
hedges - - - - 11,204 - 11,204
MR Currency translation
difference - - 1,497 - (34,796) - (33,299)
UL HEEH Total comprehensive
income - 30,451 55,272 - (23,592) 317,095 379,226
W E R Transfer from retained
earnings - - - 44,825 - (44,825) -
fEE Dividends - - - - - (396,000) (396,000)
J/*2014 4.6 H 30 H At 30 June 2014 300,000 1,029,503 65,890 263,697 65,012 4,389,165 6,113,267
2014 E7 H1H At 1 July 2014 300,000 1,029,503 65,890 263,697 65,012 4,389,165 6,113,267
iyl Profit for the period - - - - - 322,239 322,239
HAth LS Other comprehensive
income:
B Premises - 42,091 - - - - 42,091
w RS Available-for-sale
securities - - 10,670 - - - 10,670
FEHP TP TR Change in fair value of
ZNTAESEE hedging instruments
under net investment
hedges - - - - (244) - (244)
B Currency translation
difference - - (47) - (2,836) - (2,883)
S AEEE Total comprehensive
income - 42,091 10,623 - (3,080) 322,239 371,873
WS ETEA Transfer to retained
earnings - - - (9,498) - 9,498 -
el Dividends - - - - - (195,000) _ (195,000)
201412 H 31 H At 31 December 2014 300,000 1,071,594 76,513 254,199 61,932 4,525,902 6,290,140
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Chiyu Banking Corporation Lt
PIEEBRMER A member of BOCHK Group

4 A m Ay

EEGAERBER

Condensed Consolidated Statement of Changes in Equity

(&) (continued)
(REEE)
(Unaudited)
BRI AR R
Attributable to equity holders of the Group
Tk
FEEf  ERATE
A 7] BEE BRE R RS HEER] Lt
Reserve for
fair value
changes of
Premises available-
Share revaluation for-sale  Regulatory Translation Retained
capital reserve securities reserve* reserve earnings Total
AT AT AT BT be- i BT ERETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
20151 H1H At 1 January 2015 300,000 1,071,594 76,513 254,199 61,932 4,525,902 6,290,140
AP R Profit for the period - - - - - 274,431 274,431
HoAth 2 mES Other comprehensive
income:
I Premises - 51,345 - - - - 51,345
TR S Available-for-sale
securities - - 36,104 - - - 36,104
TFREE R TR T A Change in fair value of
NS hedging instruments
under net investment
hedges - - - - (778) - (778)
R Currency translation
difference - - (254) - 2,969 - 2,715
SR AEEE Total comprehensive
income - 51,345 35,850 - 2,191 274,431 363,817
TS 2 SRR Transfer to retained
earnings - - - (11,457) - 11,457 -
RS Dividends - - _ _ _ (111,000) (111,000)
201546 H 30 H At 30 June 2015 300,000 1,122,939 112,363 242,742 64,123 4,700,790 6,542,957

¥ PREEEEGETENE 39 SR ERUE
HURMEAEFSN - 1588 JF R
SEFRA RS A FIRT K
[ 2 F (R AR AR B A T
TESHE )

55 20 % 114 H sk R A v B ok
ZEHHRE ST

*

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

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

under HKAS 39.

The notes on pages 20 to 114 are an integral part of this interim financial information.

18



AR Ay
< 5
Chiyu Banking Corporation Ltd.
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RS SRERER

RERBZBSRE
FriATEEEH e RA Ot

LA E RIS
TSN

REEBZHRSRA/ () B
KERGZHRORE
HEAWISE - S50 heaseth
BERB B SR HBH
BERG I RORE
TSR TR RS,
Eﬂﬁﬁzfﬁﬁ7 THRER
BE R EEBSHEEY I kD)

1A 1 BZH e RERBEEE
VE AR DI 5 N S [EIER B IH H Y

o
2

7 6 A 30 BZHRE&REFHEEHE

Condensed Consolidated Cash Flow Statement

(CREEET) (CREEESD)
(Unaudited) (Unaudited)
FHEEEE FEEHRE
2015 £ 2014 4£
6 H30H 6 H30H
N Half-year ended Half-year ended
ek 30 June 30 June
Notes 2015 2014
BT T BT T
HK$°000 HK$'000
Cash flows from operating activities
Operating cash inflow/(outflow) before
taxation 29(a) 1,835,844 (271,716)
Hong Kong profits tax paid (26,892) (49)
Overseas profits tax paid (15,557) (19,087)
Net cash inflow/(outflow) from operating
activities 1,793,395 (290,852)
Cash flows from investing activities
Purchase of properties, plant and
equipment (1,301) (1,886)
Net cash outflow from investing activities (1,301) (1,886)
Cash flows from financing activities
Dividend paid to the equity holders of the
Bank (111,000) (396,000)
Net cash outflow from financing activities (111,000) (396,000)
Increase/(decrease) in cash and cash
equivalents 1,681,094 (688,738)
Cash and cash equivalents at 1 January 6,809,211 7,567,132
Effect of exchange rate changes on cash and
cash equivalents (37,708) (15,790)
Cash and cash equivalents at 30 June 29(b) 8,452,597 6,862,604

%20 F 114 H B AT EIRI%ER 240 The notes on pages 20 to 114 are an integral part of this interim financial information.

R -
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PIEEBRMER A member of BOCHK Group

T RARA BRI

1. GRERERERGHER

PEAREETR S B AR > R
GGG B
HIZE 34 5% T o s ) 4R

FEEHECR

PEAREETE S I B R
EEGHBORNETRINE - 9HEE
2014 4 12 H 31 HibZ AREEFE
s 2 SR — B MERRE(E
AEEE] 2014 FE 7 SEFEHE—HERIEE -

A5 3 B A = A L i R 5
ARG ABASEER 2015 47

Notes to the Interim Financial Information

1. Basis of preparation and significant accounting policies

Basis of preparation

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

Significant accounting policies

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

2014.

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

AiERG 2 2RI R AEET

R MEET E EmEA R
Applicable for financial

Standards/Amendment Content years beginning on/after

AT 198 (&EsT) PERH E £ 2016 £ 1 A 1H

HKAS 1 (Amendment)

EEEEERIE 27 57(2011)
(&1
HKAS 27 (2011) (Amendment)

EAG TS 28 57(2011) - FH
A B AR I 10 5k Rl Al
BRI 12 5% (&4E5T)

HKAS 28 (2011), HKFRS 10

and HKFRS 12 (Amendment)

BRI T E RIS 9 55(2014)
HKFRS 9 (2014)

MR SRS 15 9%
HKFRS 15

Disclosure Initiative
TR AR A

Equity Method in Separate Financial Statements

AR SFa RPN EIIER

Investment Entities: Applying the Consolidation Exception

SRITE
Financial Instruments

TRF P ERAMA

Revenue from Contracts with Customers

20
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Chiyu Banking Corporation Ltd.

PIEEBRMER A member of BOCHK Group

Notes to the Interim Financial Information (continued)

T RARA BRI
(%)

1. 4RRIER R T EER 1. Basis of preparation and significant accounting policies
(&) (continued)

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

AR 6 S A 2 [ AL e R R
ARG HAEER 2015 G4
HISRaNZ BRI RAEET (&)

- BEGEHERIEE L (BT
BERyE E M - THESHERIEL
SRAVIBET SR — D S 2R
P S L R e AL H B ek
R ERATERL o Bl > BLiEET
RS ERRE SN S YR N S
B > MBS FEENERNS
TR B BR RS < BESL o Bt
T R I 1 ¥ e A0 ) S P
DRTEAE B B DA R PR AR
EYEMESHEEN -

- G EHAENEE2857(2011) FiE
P 25 S P 5 1055 F & B 75
A ERIEE125% (&7 TR
HHE &G OFIR 1 41 i B Y T
e BE A AR 55 28 5%
(2011) ~ FHEM L HE]]E10
5 B A T S i SR R B 125%

(&fgsT) ApEREIET B
SIAR B E TR T &Rt
FRERIFHYZER (RIERE HARIE
MRz 0E &R DR IR B ST
H) o ERTIRNRREE I T L
T ot - AR EETHA
FEENHBHRILAERVE -

© B A 2 Y B T AY
It BRI E20144E 2 FE
e N BRI 32, 1(b) T -

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

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

+ HKAS 28 (2011), HKFRS 10 and HKFRS 12 (Amendment), “Investment Entities:

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

- Please refer to Note 2.1 (b) of the Group’s Annual Report for 2014 for brief

explanations of the rest of the above-mentioned standards and amendments.
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PIEEBRMER A member of BOCHK Group

th HARA S BRI = Notes to the Interim Financial Information (continued)
(80

1. 4RRIER R T EER 1. Basis of preparation and significant accounting policies
(&) (continued)

B 48 5 I EE A £ B AH B {2 5 SR s Standards and amendments issued that are relevant to the Group but not yet
PR RS E A SEE 2015 £ effective and have not been early adopted by the Group in 2015 (continued)
HIERGZ ZERIRAZET (&)

EERBM R EXEA] Improvements to HKFRSs

FEEE A EHEHER], B5%  “Improvements to HKFRSs” contains numerous amendments to HKFRSs which the
BEWEEGE AT EIEREZE  HKICPA considers not urgent but necessary. It comprises amendments that result in
FHEENERT - & P EES [ BAEY accounting changes for presentation, recognition or measurement purpose as well as
o MEEREGETE S E IR et terminology or editorial amendments related to a variety of individual HKFRSs. The
WMEET » DL 25 I8 BL(E Rl & amendments will be effective and adopted for annual periods beginning on or after 1
TR 2RI AR e 2 flgsE e 4mtg _F iy January 2016. The adoption of these improvements does not have a material impact on
BET - s FEETHF 201621 H 1H the Group’s financial statements.

AEBRAAIYET ST ERE AR R - BRANERH
EETHAEENHEHRETICHEKR

2

2. FEFIGETBURKF ZE K&t 2. Critical accounting estimates and judgements in applying

it R K accounting policies

REFGHEETAYME R RET - 198 The nature and assumptions related to the Group’s accounting estimates are
ALEEEZE 20145712 A31HIV 5 consistent with those used in the Group’s financial statements for the year ended 31
HE NPT —2 - December 2014.
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PIEEBRMER A member of BOCHK Group

P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

3. SREREHE 3. Financial risk management

REEE R E S JEERIN I R The Group is exposed to financial risks as a result of engaging in a variety of business
SRRl - FESREEEETE activities. The principal financial risks are credit risk, market risk (including currency risk and
EERER - SRR (B interest rate risk) and liquidity risk. This note summarises the Group’s exposures to these
ERBEAERR) Rorgrg ok

B o AK EEAL A A SR Y

B L BRI o
3.1 E5EE 3.1 Credit Risk
A. HBEEF R HAMMIEE A. Gross advances and other accounts
(a) BEERK (a) Impaired advances
B REEEN Advances are impaired and impairment losses are incurred if, and only if, there is
Hft £5 & H P —TE objective evidence of impairment as a result of one or more events that occurred
W% I 8k E and that loss event(s) has an impact on the estimated future cash flows of the
mﬁﬂz\{ﬁﬁﬁﬁ advances that can be reliably estimated.
HEEGRCHE
H B SRR
RELE > Az &
AT B R (E B
4o
WH XN If there is objective evidence that an impairment loss on advances has been
Bt £ 2 B o T 3R incurred, the amount of loss is measured as the difference between the carrying
{E}n\% AR amount and the present value of estimated future cash flows generated by the
- i o oA advances. Objective evidence that advances are impaired includes observable
ié;i%aﬁ E ﬁ data that comes to the attention of the Group about the loss events.
B OR R IR S Ui
BB W ] 2 72
HitE ) BREH
BRERINE
BB E A
CHABMRES
K EE BN IE
KB
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T RARA BRI
(%)

3. ERERERE (&)

3.1 ERERE ()
A. EEFRHAIRR(E)

(a) BESK (&

TR 2 & P ERK
Sk

WAL EERE
IR

Hh_ LA
ERERFERZ
ST (E

LA
ZHEFER

A
2 EPEK

HEEHTHE L
P21 = s LY
18 -

R 2015 £ 6 A 30
H A BEZHES
2 (2014412 H
314 :4®) -

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. Gross advances and other accounts (continued)

(a) Impaired advances (continued)

4 2015 4 i~ 2014 £
6 H30H 12531 H
At 30 June At 31 December
2015 2014
BT T BT
HK$’000 HK$’000
Gross impaired advances to customers
252,135 18,850
Impairment allowances made in respect
of such advances 139,567 16,093
Current market value of collateral held
against the covered portion of such
advances to customers 327,223 15,329
Covered portion of such advances to
customers 176,017 4,465
Uncovered portion of such advances to
customers 76,118 14,385

The impairment allowances were made after taking into account the value of
collateral in respect of such advances.

As at 30 June 2015, there were no impaired trade bills (31 December 2014: Nil).
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.1 EERE (&) 3.1 Credit Risk (continued)
A BEFRHMIEE(E) A. Gross advances and other accounts (continued)
(a) RESH (B (a) Impaired advances (continued)
e EECRE Classified or impaired advances to customers are analysed as follows:
HEEFOATR
#2015 4 A 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT AT
HK$’000 HK$'000
FiE Sy HEORE Gross classified or impaired advances to
BB customers 330,191 68,470
FESHEUREZ Gross classified or impaired advances to
E-goy S customers as a percentage of gross
P EGR AL advances to customers
% 1.18% 0.25%
ﬁjﬁj:;ﬁ%%:{’ﬂ%lj Individually assessed impairment
BT > RE allowances made in respect of such
advances 139,567 16,093
€ S BB E Classified or impaired advances to customers represent advances which are
ZEPEEE either classified as “substandard”, “doubtful” or “loss” under the Group’s
HAREHERE classification of loan quality, or individually assessed to be impaired.

208N TR
By > TR
M E5HE B
T RE A B IR AELHY
&5k e
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.1 EERE (8) 3.1 Credit Risk (continued)
A. BEEFREAEE(E) A. Gross advances and other accounts (continued)
(b) EHAEEE 3@EAZ (b) Advances overdue for more than three months
b= /N
FHHMEREH > & Advances with a specific repayment date are classified as overdue when the
0 P A S principal or interest is past due and remains unpaid. Advances repayable by

regular instalments are classified as overdue when an instalment payment is past

g H & . . o
E a3 1)‘6;& 5 due and remains unpaid. Advances repayable on demand are classified as
& AIBIE A S overdue either when a demand for repayment has been served on the borrower
e JHEM IR but repayment has not been made in accordance with the instruction or when the
TG B advances have remained continuously exceeded the approved limit that was
S HE R R advised to the borrower.

AR - AI5I{ER
i - HRNHE
ZERCE E A &K
NIREEREREA - {5
EE/ONE RIS =pay !
o RE R EAH
(ER/ONLTibs b i
AEERREE - IFITE
R -
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T RARA BRI
(%)

3. ERERERE (&)

3.1 ERERE ()
A. EEFRHAIRR(E)
(b) #EFER 3EAZ
S5 (8D

e 3 HAZ
BRUER T T

=B
e

- i 3 E A E
ik 6 (6 H

- A 6 {5 7B
B 1

- i LA

AR 3 EA
Bk

bt SRR
SHEZ IR E AR

A. Gross advances and other accounts (continued)

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

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Notes to the Interim Financial Information (continued)

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

as follows:

27

201546 H30H 20144412 H 31 H
At 30 June 2015 At 31 December 2014
5% F KRR (e et
x| B4ttt S Horth
% of gross % of gross
advances to advances to
Amount customers Amount customers
BT AT
HK$’000 HK$’000
Gross advances to
customers which
have been
overdue for:
- six months or
less but
over three
months 7,200 0.03% - 0.00%
- one year or
less but over
six months 24,886 0.09% 11,740 0.05%
- over one year 22,776 0.08% 28,188 0.10%
Advances overdue
for over three
months 54,862 0.20% 39,928 0.15%
Individually
assessed
impairment
allowances made
in respect of
such advances 445 16,093
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PIEEBRMER A member of BOCHK Group

P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

J1EEERER (8) 3.1 Credit Risk (continued)
A BEFRHMIEE(E) A. Gross advances and other accounts (continued)
(b) EHAEEE 3@EAZ (b) Advances overdue for more than three months (continued)
5K (8D
A 2015 4 #2014 4E
6 H30H 12 531 H
At 30 June At 31 December
2015 2014
BT AT
HK$’000 HK$'000
ot E Ao Current market value of collateral held
ENEFERZ against the covered portion of such
AR TE advances to customers 99,901 66,278
AR EE Covered portion of such advances to
2 EEEE customers 54,862 25,543
AR Uncovered portion of such advances to
EIEFPER customers - 14,385
WA SR ECRE & Collateral held against overdue or impaired loans is principally represented by
AHIE A A charges over business assets such as commercial and residential premises for
HEAEREFET corporate loans and mortgages over residential properties for personal loans.
HY P & i s 3
REEET - @A
REFHETHES
Y -
%2015 4 6 H 30 As at 30 June 2015, there were no trade bills overdue for more than three months
H - 2H miEE 3 (31 December 2014: Nil).

BMRAZE SRR
(2014412 H 31

H: ) -
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

1EERE (8) 3.1 Credit Risk (continued)
A BEFRHMIEE(E) A. Gross advances and other accounts (continued)
(c) &KELEER (c) Rescheduled advances
201546 H30H 2014412 A 31 H
At 30 June 2015 At 31 December 2014
rE-ay= /L (= e/t
x| Bath BHH Horth
% of gross % of gross
advances to advances to
Amount customers Amount customers
BT AT
HK$’000 HK$'000
WEMAKFEHF Rescheduled
H(EHREER advances to
TigmHAREE 3 customers net
RAZ &K 8h53) of amounts
included in
“Advances
overdue for
more than
three months” 11,463 0.04% 13,620 0.05%
MELHE T % Rescheduled advances are those advances that have been restructured or renegotiated
J R o 1 1B PR e B because of deterioration in the financial position of the borrower or of the inability of the
= 7=
%ﬁbﬁﬁnﬁ}éf%ﬁ borrower to meet the original repayment schedule. Rescheduled advances, which have
Ty [E R E R E .
O 8] > £ been overdue for more than three months under the revised repayment terms, are
oo (BRSNS included in “Advances overdue for more than three months”.
Z & B E A

EHEEE 3 EH - Al
BETE "B 3
BAZER, A -
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T RARA BRI

(%)

3. &RlEREE (8)

18R (&)
A. EESRHAIRR(E)
d) EFERETE

(i) %17

3.1 Credit Risk (continued)

ENFZE

5 ERAEE

LUTRRE R &
HHRB AT
SO > HATSHE
DTS RAR
B R B2 &
BRI R
fERm4Re -

TEEBEHZ &5
TREEmcE

- s
-
-
- HiEREp
- B
- R
- (AATESY
- ZRRRH
- iy
EIN
- WA
RN
B L
B

- BEHMEEYPE &
K
- Ffth
TEBHER S

R
TEEAELIMEF Z 855k

E A

Loans for use in Hong Kong

Industrial, commercial and
financial

- Property development

- Property investment

- Financial concerns

- Stockbrokers

- Wholesale and retail
trade

- Manufacturing

- Transport and transport

equipment
- Recreational activities
- Information technology
- Others

Individuals

- Loans for the purchase of

flats in Home
Ownership Scheme,
Private Sector

Participation Scheme
and Tenants Purchase

Scheme

- Loans for purchase of
other residential
properties

- Others

Total loans for use in Hong

Kong

Trade finance

Loans for use outside Hong

Kong

Gross advances to
customers

3. Financial risk management (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

Notes to the Interim Financial Information (continued)

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

7201546 H 30 H
At 30 June 2015

ERLTY, BENME fEilEHEz  HERMEZ
EF R ZES BORE iy BB AEREE
% Covered
by Individually  Collectively
Gross collateral Classified assessed assessed
advances to or other or impairment impairment
customers security impaired Overdue allowances allowances
AT BBt  BBTT AT BT
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000
2,463,798 0.44% - - - 9,155
4,632,590 87.48% - 8,351 - 16,950
939,915 48.13% - - - 3,257
75,378 100.00% - - - 308
2,770,665 77.80% 1,072 3,409 - 10,071
1,598,314 41.03% - 4,504 - 5,893
1,201,502 54.04% - - - 4,520
25,078 100.00% - - - 100
6,986 100.00% - - - 29
2,786,622 65.62% - 209 - 9,463
41,926 100.00% 67 - - 48
2,493,422 99.67% - 13,087 - 2,143
1,601,646 93.78% - 16,955 - 1,398
20,637,842 67.55% 1,139 46,515 - 63,335
1,001,857 61.28% 119,863 119,863 73,464 4,444
6,426,313 57.35% 209,189 194,755 66,103 32,552
28,066,012 64.99% 330,191 361,133 139,567 100,331
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SRR B BRI R
(&)

3. &RlEREE (8)

31 {=8EE (&)
A. EESRHAIRR(E)

d) EEEXEFE
(&

(i) TR BzE

FEGRaEE (D)

AEE I EK Loans for use in Hong Kong
TRERisE Industrial, commercial and
financial
- Vg - Property development
- VYA - Property investment
- Rt - Financial concerns
- HeEERAE - Stockbrokers
- fiEE B - Wholesale and retail trade
- BlE - Manufacturing
- A R - Transport and transport
equipment
- PRHTEE) - Recreational activities
- B - Information technology
- Hth - Others
{EA Individuals
- M EEAHEE - Loans for the purchase of
NSRS flats in Home Ownership
SRR Scheme, Private Sector
PRI Participation Scheme
S
e and Tenants Purchase
Scheme
- WEEHM e & - Loans for purchase of
= other residential
properties
- Hth, - Others
TERB{E S5 Total loans for use in Hong
Kong
SR Trade finance
TERABLIMERZ &K Loans for use outside Hong
Kong
B e Gross advances to

customers

3.1 Credit Risk (continued)

3. Financial risk management (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

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

2014412 H31 H
At 31 December 2014

B E FREH [EvlE R HERHlZ
& PR R ZHot BORE it TRAEES TR
% Covered
by Individually Collectively
Gross collateral Classified assessed assessed
advances to or other or impairment impairment
customers security impaired Overdue allowances allowances
BT AT T BT T AT T AT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
1,849,513 11.41% - - - 7,107
4,876,588 88.38% - 180,160 - 19,731
441,046 98.19% - 9,070 - 1,480
17,383 99.72% - - - 70
2,821,022 81.63% - 13,645 - 10,986
1,583,079 41.85% - - - 6,416
1,433,059 52.44% - - - 5,515
6,068 100.00% - - - 27
205,374 2.58% - - - 792
2,216,507 51.99% - 869 - 7,693
45,824 99.82% 960 886 - 47
2,580,442 99.77% 2,586 13,301 - 2,383
1,587,712 94.11% - 8,116 - 1,452
19,663,617 71.03% 3,546 226,047 - 63,699
956,292 56.13% 14,385 20,753 15,848 3,738
6,532,489 54.95% 50,539 39,620 245 24,822
27,152,398 66.64% 68,470 286,420 16,093 92,259
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th HARA S BRI = Notes to the Interim Financial Information (continued)
(80

3. &BEEEHE (8) 3. Financial risk management (continued)
1EERE (&) 3.1 Credit Risk (continued)
A BEFRHMIEE (&) A. Gross advances and other accounts (continued)
d) BEEHETE (8) (d) Concentration of advances to customers (continued)
(i) FHh &S5 > (i) Geographical analysis of gross advances to customers
€ N L
THIRERN % P& The following geographical analysis of advances to customers is based on
M & IR the location of the counterparties, after taking into account the transfer of
R SE T2 risk. For an advance to customer guaranteed by a party situated in a
A5 3 LR R country different from the customer, the risk will be transferred to the
HERRZE-EEAE country of the guarantor.
R HE R PTAE St
B 5T AR MR
(5] Rl e 22
YER N ZFTAEH -
B EREEE Gross advances to customers
#2015 4E 7t 2014 4
685 30H 12H31H
At 30 June At 31 December
2015 2014
AT AT
HK$°000 HK$'000
A& Hong Kong 23,428,874 22,231,830
o [5] A HE, Mainland of China 3,659,706 3,922,474
HAl Others 977,432 998,094
28,066,012 27,152,398
L& EERRARER Collectively assessed
TR ETHEZ impairment allowances in
TR respect of the gross advances
to customers
i Hong Kong 75,497 73,935
rp [ P 3 Mainland of China 20,530 14,290
FAtt Others 4,304 4,034
100,331 92,259
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HERFhEZ
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HHE
o st
FiAth

3. Financial risk management (continued)

3.1 Credit Risk (continued)

Overdue advances

Hong Kong
Mainland of China
Others

Individually assessed
impairment allowances in
respect of the overdue
advances

Hong Kong
Mainland of China
Others

Collectively assessed
impairment allowances in
respect of the overdue
advances

Hong Kong

Mainland of China
Others

33

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

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

2015 4 i+ 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT HAEETT
HK$°000 HK$’000
48,804 226,046
308,959 58,573
3,370 1,801
361,133 286,420
139,567 16,093
139,567 16,093
215 786

405 401

19 13

639 1,200




AR Ay
< 5
Chiyu Banking Corporation Ltd.

PIEEBRMER A member of BOCHK Group

T RARA BRI
(%)

3. ERERERE (&)

31 {=8EE (#)
A. EEFREAMIRE ()
) ZEFEHETE (8

(i) 4% sth B 168 3 57 M
ZEF AR
(8D

RiE D BERAE
=

v
e st
FiAth

SRR BEURE
B AE 6 5 5P
i Z R

o
P
HoAttr

R E D BERE
BREHEHSRF
iz BB

HHE
o st
FiAth

3. Financial risk management (continued)

3.1 Credit Risk (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

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

Classified or impaired advances

2015 4 i~ 2014 42
6 530H 12 431 H
At 30 June At 31 December
2015 2014
BT BT
HK$°000 HK$'000
Hong Kong 4,961 8,086
Mainland of China 323,366 58,583
Others 1,864 1,801
330,191 68,470
Individually assessed
impairment allowances in
respect of the classified or
impaired advances
Hong Kong - -
Mainland of China 139,567 16,093
Others - -
139,567 16,093
Collectively assessed
impairment allowances in
respect of the classified or
impaired advances
Hong Kong 17 24
Mainland of China 417 126
Others 13 13
447 163
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

1EERE (8) 3.1 Credit Risk (continued)
B. WEIEE B. Repossessed assets
REEEFY 2015 F 6 H There were no repossessed assets held by the Group as at 30 June 2015 (31
30 HifEFEAUEE December 2014: Nil). Repossessed assets represent properties in respect of which the
E (2014 /£ 12 A 31 Group has acquired access or control (e.g. through court proceedings or voluntary
H : 4®) - Ugn|&EFETS actions by the proprietors concerned) for release in full or in part of the obligations of
£ [ 2 20 Y KA AL the borrowers.
50 B BRI RERT
SE (AnEEA R P
SEEHBERH IR E
EETTFHS ) TR
N5 3 17 = Bk
B
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T RARA BRI

(%)

3. &RlEREE (8)

3.1 EEEE (8
C. EHRBBRFE

TR BB TIR
M B %58
SRHIE - ST

%R

3.1 Credit Risk (continued)

SFAIEIT - AlEesE

1T AR s -
ot R Available-for-sale
securities
HAZEFHIHES  Held-to-maturity
securities
FE B DA E(EE  Financial assets
{LEt AfEIE 2 & designated at fair
RiEE value through profit
or loss
QEGT Total
ot S Available-for-sale
securities
HEZEFWIHES  Held-to-maturity
securities
FE BDUANE(ES  Financial assets
{EEt A Z & designated at fair
RlEE value through profit
or loss
4t Total

3. Financial risk management (continued)

C. Debt securities and certificates of deposit

201546 H 30 H
At 30 June 2015

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.

Aaa Aal & Aa3 Al & A3 A3 DIF SRR st
Lower
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
T BT BT BT BT AT
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
1,398,480 3,184,563 3,644,213 475,144 1,672,120 10,374,520
- 501,458 - - - 501,458
- 83,899 344,517 619,344 41,280 1,089,040
1,398,480 3,769,920 3,988,730 1,094,488 1,713,400 11,965,018
#2014 412 531 H
At 31 December 2014
Aaa Aal & Aa3 Al & A3 A3 DR AR Hast
Lower
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
349,925 3,744,079 3,155,935 319,417 1,893,938 9,463,294
- 599,674 - 77,188 - 676,862
- 85,299 350,346 623,789 41,497 1,100,931
349,925 4,429,052 3,506,281 1,020,394 1,935,435 11,241,087

201546 H 30 H - 47A As at 30 June 2015, there were no overdue or impaired debt securities and certificates of deposit

SRR 2 (B8 2 BF

(2014412 A 31 H:

fi) -

(31 December 2014: Nil).
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.2 TEER 3.2 Market Risk
A. SRRk A. Currency risk
AEENESELERE The Group’s assets and liabilities are denominated in major currencies, particularly the
I ETRA HK dollar, the US dollar and Renminbi. To ensure the currency risk exposure of the
RS TS - Rl Group is kept to an acceptable level, risk limits (e.g. Position and VAR limit) are used
{%%E@@%E%% to serve as a monitoring tool. Moreover, the Group seeks to minimise the gap between
&TJﬂ%%ny(’ ZE% assets and liabilities in the same currency. Foreign exchange contracts (e.g. FX swap)
E%Eﬁ;g?&g jﬁg are usually used to manage FX risk associated with foreign currency-denominated
= 1y S N assets and liabilities.

B E R F—
W HY P B A (B
B> A RSN &
&y (IS B &
B AN R E AT
FEAERISNAE R -

37



4 A m Ay

Chiyu Banking Corporation Ltd.

PIEEBRMER A member of BOCHK Group

T RARA BRI

(%)

3. RERERE (&)

3.2 HEEE (8)
A SNERER (8D

TR T AR E
20154 6 H 30 HK
2014412 A 31 H>
SRR RRYE - R

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market Risk (continued)

A. Currency risk (continued)

currency.

WAV E R A LT
EETTIREEY IR A

FER M -

HiE

7R B AP IURAT R oA <2 R0i% Cash and balances with banks and

itibE

Assets

other financial institutions

TESRTT R Hofth Rt — =+ — @ Placements with banks and other

ANEHZ EREIT

financial institutions maturing

between one and twelve months

FLE R LAHEE LA ATE% 24 Financial assets designated at fair

R
T A
BRI AR
Fiariay
- Ak R
- FPEEEHIHES
Rk
W ~ 2 Rt
HitrgE (EfEEREEE)

HERE

value through profit or loss
Derivative financial instruments
Advances and other accounts
Investment in securities

- Available-for-sale securities

- Held-to-maturity securities
Investment properties
Properties, plant and equipment

Other assets (including deferred
tax assets)

Total assets

RN 201546 30 H

At 30 June 2015

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

ARW Ey T /¢ HE hgE FAil 4t
us HK Japanese Pound

Renminbi Dollars Dollars Euro Yen Sterling Others Total

BT AT BB BETT B¥TT AT BRI AT

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

4,437,574 1,766,493 2,461,654 49,618 8,087 179,496 174,788 9,077,710

76,312 1,422,449 84,654 - - 914,700 2,498,115

1,089,040 - - - - 1,089,040

118 110,493 - - - 110,611

2,957,121 4,833,309 20,610,493 7,269 14,144 254 2,682 28,425,272

3,259,031 2,541,937 4,107,441 130,352 - 422,289 10,461,050

501,458 - - - 501,458

241,310 - - - 241,310

7,092 1,459,116 - - - 1,466,208

77,326 61,736 539,641 2 4,413 7 2,528 685,653

10,814,456 11,715,082 30,116,260 187,241 26,644 179,757 1,516,987 54,556,427
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SRAT e FLpth 2 RN AR
i

TEEmMTA
EFEK

HAtIRIF R (EAEIENTR
T RIR AR A (R )

=tz

HEAMREFE

FINBEARTRT#E*

AR ERRIE

3. Financial risk management (continued)

3.2 Market Risk (continued)

Notes to the Interim Financial Information (continued)

A. Currency risk (continued)
201546 530 H
At 30 June 2015
AR% =T #T 6 HIE s HAttr fast
us HK Japanese Pound
Renminbi Dollars Dollars Euro Yen  Sterling Others Total
BETT BETT BETT B¥%TT BETT BT AE%TT BETT
HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$000
Liabilities
Deposits and balances from banks
and other financial institutions (; 534.380)  (214,284)  (204,208)  (17,289) (297)  (14,625) (391) (1,985,474)
Derivative financial instruments (15,983) (25,084) - - - (41,067)
Deposits from customers (8,455,269) (4,936,479) (29,309,676)  (250,880) (52,431)  (163,005) (1,459,599) (44,627,339)
Other accounts and provisions
(including current and deferred
tax liabilities) (29,477)  (110,721) (1,170,249) (18,706) (153) (290) (29,994) (1,359,590)
Total liabilities (10,019,126) (5,277,467) (30,709,217)  (286,875) (52,881)  (177,920) (1,489,984) (48,013,470)
Net on-balance sheet position 795,330 6,437,615  (592,957) (99,634) (26,237) 1,837 27,003 6,542,957
Off-balance sheet net notional
position* 19,633 (6,107,433) 6,069,902 99,957 28,471 (1,523) (23,109) 85,898
Contingent liabilities and
commitments 519,864 1,976,585 3,282,977 6,961 4,900 1,762 21,153 5,814,202
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(%)

3. RERERE (&)

3. Financial risk management (continued)

3.2 HEEE (8)
A SNERER (8D

3.2 Market Risk (continued)

A. Currency risk (continued)

201412 H31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

NS FEIT AT ERZE HE B HoAtr Yzt
us HK Japanese Pound
Renminbi Dollars Dollars Euro Yen  Sterling Others Total
BT ARTOT BT BN oL BMTOT BN T AT BT
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$S000
=77 Assets
7R B AP IURAT e EcAth 0% Cash and balances with banks and
TS R other financial institutions 4912,833 369,482 278611 148,140 12,046 64,277 215651 6,001,040
TESRAT R HoAt SRl — 2+ —{# Placements with banks and other
AR E MR financial institutions maturing
between one and twelve months 38,013 2,522,473 153,715 89,574 - 96,631 944,431 3,844,837
FUERPLAHEE(EET AR Z & Financial assets designated at fair
Rl value through profit or loss 1,100,931 - - - - - 1,100,931
TSR TH Derivative financial instruments 312 200,721 - - - - 201,033
ER AR Advances and other accounts 3,061,638 6,164,137 19,579,152 15,935 9,237 1,012 2,861 28,833,972
HANE Investment in securities
- At - Available-for-sale securities 2,868,480 3,202,369 2,947,584 208 - - 520,737 9,539,378
- A EEIHES - Held-to-maturity securities 676,862 - - - - 676,862
KBV Investment properties 230,120 - - - - 230,120
LUE R & ] Properties, plant and equipment 8,237 1,408,845 - - - - 1,417,082
HAr&E (AEEERIEEE )  Other assets (including deferred
tax assets) 10,578 16,937 288,670 2 3,232 13 1,565 320,997
B Total assets 10,899,779 13,376,641 25,764,280 253,859 24,515 161,933 1,685,245 52,166,252
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3.2 Market Risk (continued)

A. Currency risk (continued)

3. Financial risk management (continued)

H2014 12 H31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

NS E AT BRER HE B HAth HEET
us HK Japanese Pound
Renminbi Dollars Dollars Euro Yen Sterling Others Total
BETTT BT BT g ATt EETr ANt AT
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
=t Liabilities
$RIT M E A SRR 2 7% Deposits and balances from
AR banks and other financial
institutions (350,122)  (221,549) (13,476) (9,425) (9,962) (6,260) (30,642)  (641,436)
M TA Derivative financial instruments (20,794)  (117,273) - - (138,067)
BPER Deposits from customers (9,685,946) (4,995,138) (27,189,704)  (294,062) (39,724)  (147,183) (1,591,080) (43,942,837)
HAMBETE K6 (FIFEFERT Other accounts and provisions
FRTE R R AERRTEE () (including current and
deferred tax liabilities) (21,519)  (130,690)  (949,410) (19,469) (541) (299) (31,844)  (1,153,772)
=ti=cite Total liabilities (10,057,587)  (5,368,171) (28,269,863)  (322,956) (50,227)  (153,742) (1,653,566) (45,876,112)
BEABEREHE Net on-balance sheet position 842,192 8,008,470 (2,505,583) (69,097) (25,712) 8,191 31,679 6,290,140
FINEEGMIEFE*  Off-balance sheet net notional
position* (4,913) (7,722,667) 7,746,262 70,270 25,962 (8,150) (22,327) 84,437
WIRENE FRIE Contingent liabilities and
commitments 660,183 2,549,989 3,521,249 35,789 47,798 369 22,565 6,837,942

* RINVEEA T IFEEINENT
LR TERARBEUEE - Sh
FENTAE el T B £ B AR A
SR 2 AR B

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

financial instruments, which are principally used to reduce the Group’s exposure to currency movements.
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201546 /9 30 H R
2014 12 31 H
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REMISEHIE (LA
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3.2 Market Risk (continued)

B. Interest rate risk

3. Financial risk management (continued)

Notes to the Interim Financial Information (continued)

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

maturity dates.

201546 H 30 H
At 30 June 2015

—z =7
—EEN =®EH +=ER —ZFHE HEMUE FETR §HET
Non-
Up to 1to 3 3to 12 l1to5 Over interest
1 month months months years 5 years bearing Total
AT BETT BT BRBTT BB TT BT EETT
HK$’000 HK$’000 HK$°000 HK$’000 HK$°000 HK$’000 HK$’000
& Assets
{7 KPR T B HoAth 42 filt% Cash and balances with banks and
TERYESER other financial institutions 8,783,087 - - - 294,623 9,077,710
TESRT B HAM GRS — 2+ (@ Placements with banks and other
BRI ERER financial institutions maturing
between one and twelve months - 1,526,275 971,840 - - 2,498,115
FE R ES(ERE ABZE 24 Financial assets designated at fair
R value through profit or loss - 83,899 263,503 741,638 - 1,089,040
TTESMTE Derivative financial instruments - - - - 110,611 110,611
ERR AR Advances and other accounts 20,634,165 6,820,384 943,429 24,999 2,295 - 28,425,272
AAEE Investment in securities
- A - Available-for-sale securities 1,158,132 2,779,764 3,518,955 2,917,669 86,530 10,461,050
- FAEZIWHZ S - Held-to-maturity securities 501,458 - - - - 501,458
A Investment properties - - - - 241,310 241,310
WISE ~ S Rk Properties, plant and equipment - - - - 1,466,208 1,466,208
HitaE (ESETEREGRE)  Other assets (including deferred
tax assets) 73 - - - 685,580 685,653
B Total assets 31,076,915 11,210,322 5,697,727 3,684,306 2,295 2,884,862 54,556,427
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market Risk (continued)

B. Interest rate risk (continued)

201546 H30H
At 30 June 2015

—% =7
—EEN =®EA +ZER —ZFHE HEME RELE dast
Non-
Up to 1to3 3to 12 l1to5 Over interest
1 month months months years 5 years bearing Total
BT BWTT  EETT A% Tr A% Tr  B¥TT A%
HK$’000 HK$’000 HK$°000 HK$’000 HK$’000 HK$’000 HK$’000
‘&E Liabilities
TR HA Rk > {2k R 4585 Deposits and balances from banks
and other financial institutions (1,701,738) (162,613) (121,123) (1,985,474)
e TH Derivative financial instruments (41,067)  (41,067)
FEFR Deposits from customers (26,431,128) (7,181,840) (7,344,543)  (470,747) (3,199,081) (44,627,339)
HANETE R (EIETENTRIER Other accounts and provisions
RIERRIEE(E ) (including current and deferred
tax liabilities) (180,290) (1,179,300) (1,359,590)
=l Total liabilities (28,313,156) (7,344,453) (7,344,543)  (470,747) (4,540,571) (48,013,470)
FZ R R 1 Interest sensitivity gap 2,763,759 3,865,869 (1,646,816) 3,213,559 2,295 (1,655,709) 6,542,957
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Notes to the Interim Financial Information (continued)

3. RERERE (&)

3. Financial risk management (continued)

3.2 HEEE (8)
B. FIREE (&)

3.2 Market Risk (continued)

B. Interest rate risk (continued)

2014 12 H 31 H
At 31 December 2014

—{EAR ={EA +=EH —ZEAF  AFEME RETE HEEt
Non-
Up to 1to 3 3 to 12 1to5 Over interest
1 month months months years 5 years bearing Total
BT EBTT BT EETT BT #ETT BETC
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
& Assets
AT IR 4 RAFHORTT R HoAt 4:fft% Cash and balances with banks and
SR other financial institutions 5,628,451 - - - 372,589 6,001,040
TESRT R Hofth xRt — 2+ —{l Placements with banks and other
B NEIH R financial institutions maturing
between one and twelve months - 1,513,610 2,331,227 - - 3,844,837
FUE BN EZ(LET ATBZS 2 & Financial assets designated at fair
Elvzd value through profit or loss - - 85,299 1,015,632 - 1,100,931
TSR TA Derivative financial instruments - - - - 201,033 201,033
TR AR Advances and other accounts 21,482,470 5,798,832 1,542,007 10,663 - 28,833,972
HANE Investment in securities
- AR - Available-for-sale securities 1,260,891 2,762,968 2,743,612 2,695,823 76,084 9,539,378
- FAZIHHZ S - Held-to-maturity securities 501,462 175,400 - - - 676,862
A Investment properties - - - - 230,120 230,120
VIBE ~ S R Properties, plant and equipment - - - - 1,417,082 1,417,082
HitrgE (EFEIRAERIEZE)  Other assets (including deferred
tax assets) 2,124 - - - 318,873 320,997
B Total assets 28,875,398 10,250,810 6,702,145 3,722,118 2,615,781 52,166,252
BE Liabilities
SRIT R HAh Rl > (U 4565 Deposits and balances from banks
and other financial institutions (550,889) (18,007) - - (72,540) (641,436)
TSR TA Derivative financial instruments - - - - (138,067)  (138,067)
B Deposits from customers (26,260,113) (8,777,607) (6,169,528)  (377,580) (2,358,009) (43,942,837)
HAIRTE e (BFEMERTFITE R, Other accounts and provisions
RIEFIIEEST) (including current and deferred
tax liabilities) (193,723) - - - (960,049) (1,153,772)
=ttt Total liabilities (27,004,725) (8,795,614)  (6,169,528)  (377,580) (3,528,665) (45,876,112)
FIZR BRI ER O Interest sensitivity gap 1,870,673 1,455,196 532,617 3,344,538 (912,884) 6,290,140
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.3 REESER 3.3 Liquidity Risk
A RENMESLER, T A. Liquidity coverage ratio/liquidity ratio
BESER
FEGEEE FEEES
2015 4 2015 4
3H31H 6 H30H
Quarter ended Quarter ended
31 March 2015 30 June 2015
MENEEE LR Average value of liquidity coverage ratio
B 146.69% 186.18%
TR BN EL R S The average value of liquidity coverage ratio is calculated based on the arithmetic
HE R E N EER mean of the liquidity coverage ratio as at the end of each working day in the quarter
B TAE B4R &ERERY and the calculation methodology and instructions set out in the HKMA return of liquidity
mENMEEE RN E position.
T8 R A B R ED
MR S E R #E
SR ET R I R fE
TRETH ©
RENEEEERELL The liquidity coverage ratio is computed on the unconsolidated basis which comprises
JEGFEHEEETE - W the positions of local offices and overseas branches of the Bank specified by the HKMA
Rig (8R17% OR# for its regulatory purposes and in accordance with the Banking (Liquidity) Rules.
) HAN RiEeE
JE R BB B E AR
172 AR S
NTTTHHRL -
HERIMEEELLR The additional information of liquidity coverage ratio disclosures is available under
B BRI TR AR section “Regulatory Disclosures” on the Bank’s website at www.chiyubank.com.

xR T W H
www.chiyubank.com
o TEEEEE  —6
B -
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.3 REESEE (8) 3.3 Liquidity Risk (continued)
A. RENMEESER A. Liquidity coverage ratio/liquidity ratio (continued)
BESER (8)
FREER
2014 4
6 H30H
Half-year ended
30 June
2014
SR EE 4R Average liquidity ratio 45.93%
SR EIE SRR E The average liquidity ratio is calculated as the arithmetical mean of each calendar
PUIARSRITEINE H month’s average liquidity ratio of the Bank for the period.
HREE L RN
P EET S -
RENE S LR ERE The liquidity ratio is computed on the solo basis (the Hong Kong offices only) and is in
CERITZE1&P1) R accordance with the predecessor Fourth Schedule to the Banking Ordinance.
H BT 22 U e DL B A

e (IR A
Pk ) 5 -
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.3 REEEERE (&) 3.3 Liquidity Risk (continued)
B. BAH 5T B. Maturity analysis
TEAEAEHF 2015 The tables below analyse the Group’s assets and liabilities as at 30 June 2015 and 31
6 H 30 HR 2014 December 2014 into relevant maturity groupings based on the remaining period at
FI2H3LHZZEEK balance sheet date to the contractual maturity date.

FEEVEIIE T %
PREER R BEMA

BEHEELEHHRY
FIEREAMR 2 JE -
R 201546 H30H
At 30 June 2015
—F =7 AHEE
B —EAA =R +=ER —ZAE HEMNE Hi# 4t
On Up to 1to 3 3to 12 1to5 Over
demand 1 month months months years 5years Indefinite Total
BETT BETR BT B¥TRT BEBT BT B%TIT A%t
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$000 HK$’000
HE Assets
[ETEIR 4 RAERURTT R HeAf 42 Cash and balances with banks
R RASER and other financial
institutions 4,279,760 4,448,394 - - - - 349,556 9,077,710

ESRTT R EA &Rl —% -+ Placements with banks and
Z{E A AEIE 2 E R other financial institutions
maturing between one and

twelve months - - 1,526,275 971,840 - - - 2,498,115
FUE B DUAEES (L AJES  Financial assets designated at
e RERE fair value through profit or
loss
- s —debt securities - 9,189 92,441 259,967 727,443 - - 1,089,040
A& T E Derivative financial instruments 108,311 2,170 12 - 118 - - 110,611
S HANIRTE Advances and other accounts
- BFER — advances to customers 4,607,381 773,260 1,235,876 2,995,329 11,813,819 6,203,916 196,533 27,826,114
- EEEE —trade bills - 206,835 324,741 67,582 - - - 599,158
A Investment in securities
- At —available-for-sale
- [EEA —debt securities - 6,727 565,344 2,378,917 3,063,887 - - 6,014,875
- e — certificates of deposit - 484,904 1,508,442 2,050,544 315,755 - - 4,359,645
- FrEZEIH — held-to-maturity
- (EBEA —debt securities - 1,458 - 500,000 - - - 501,458
- e — certificates of deposit - - - - - - - -
- Mlses — equity securities - - - - - - 86,530 86,530
WEYE Investment properties - - - - - - 241,310 241,310
Wi ~ B R R AR Properties, plant and
equipment - - - - - - 1,466,208 1,466,208
HitgE (AEEEHEZR ) Other assets (including
deferred tax assets) 5,971 596,603 225 5,762 74,781 - 2,311 685,653
HEEE Total assets 9,001,423 6,529,540 5,253,356 9,229,941 15,995,803 6,203,916 2,342,448 54,556,427
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3.3 RErEERE (8
B. EHAH T (8D

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.3 Liquidity Risk (continued)

B. Maturity analysis (continued)

R 201546 530 H
At 30 June 2015

—& =7 THEE
i —ERAR =EA +=EB —EAEF HFEME =i fast
On Up to 1to3 3to 12 1to5 Over
demand 1 month months months years 5years Indefinite Total

AT BBTT  EBTT  B%TT A% B¥TT ARTT ABRT
HK$000  HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000  HK$000

aE Liabilities

SRIT R A Rl Deposits and balances from

i PR eE (GrEt banks and other financial

institutions (240,650) (1,582,211) (162,613) - - - - (1,985,474)

4R T A Derivative financial instruments (24,479) (490) (1,359) (8,054) (6,685) - - (41,067)
EFEL Deposits from customers (21,480,878) (8,149,331) (7,181,840) (7,344,543)  (470,747) - - (44,627,339)
FHABETEREM (G Other accounts and provisions

TENE (T FTE R (including current and

IEFTRER) deferred tax liabilities) (299,658)  (758,047)  (10,619)  (95,065)  (196,201) - - (1,359,590)
=l Total liabilities (22,045,665) (10,490,079) (7,356,431) (7,447,662)  (673,633) - - (48,013,470)
TEESHRO Net liquidity gap (13,044,242) (3,960,539) (2,103,075) 1,782,279 15,322,170 6,203,916 2,342,448 6,542,957
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.3 REESEE (8) 3.3 Liquidity Risk (continued)
B. BHAH /67 (&) B. Maturity analysis (continued)
20144512 31 H
At 31 December 2014
—= =z FHE
B —@ARN  =EA FSEA —2RF AEMLE HHA Hast
On Up to 1to3 3to 12 1to5 Over
demand 1 month months  months years  5years Indefinite Total

BT BT ABNToT BETor EEToT BT BT BT
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000  HK$000

HE Assets
[ 4 AERURIT R Hifth 4/ Cash and balances with banks and
MR A ER other financial institutions 4,836,652 819,773 - - . - 344615 6,001,040
TESRIT R E A Rt —Z2 1+ Placements with banks and other
(& B N EIH > EHAERK financial institutions maturing
between one and twelve months - - 1,513,610 2,331,227 - - - 3,844,837
FE BN EEE(LE AJELS 2 4 Financial assets designated at fair
R value through profit or loss
- s —debt securities - 9,193 10,014 83,877 997,847 - - 1,100,931
TSR TH Derivative financial instruments 185,005 15,431 288 - 309 . - 201,033
TR AR Advances and other accounts
- BFEEEK —advances to customers 4,356,027 805,666 1,502,578 3,259,345 10,603,764 6,438,982 77,684 27,044,046
- Mg —trade bills - 555181 868,579 366,166 - - - 1,789,926
Rezzziany Investment in securities
— Tk — available-for-sale
- PR ~debt securities - 207,909 881,179 1,416,370 2,834,802 - - 5,340,260
- fricd ~certificates of deposit - 3,659 482,469 2,980,887 656,019 - - 4123034
- FrEEEIAH — held-to-maturity
- {ABES —debt securities - 1,462 98,212 500,000 - - - 599,674
- fErcE — certificates of deposit - - 77,188 - - - - 77,188
- RsEs — equity securiies . _ _ : : . 76084 76,084
B Investment properties - - - - - - 230,120 230,120
LUE B & Properties, plant and equipment - - - - - - 1,417,082 1,417,082
HitgE (AfEgLfmEgE)  Other assets (including deferred
tax assets) 7,652 302,938 98 2,189 7,878 - 242 320,997
KGR Total assets 9,385,336 2,721,212 5,434,215 10,940,061 15,100,619 6,438,982 2,145,827 52,166,252
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KBS

ITEEmMTA
EFER

HARRIE R (EUE
U 5 78 T R M FE AR
HAR)

Y=t
RETE SO

3.3 Liquidity Risk (continued)

B. Maturity analysis (continued)

3. Financial risk management (continued)

2014 12 H 31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

—% =% ) NHEE
B —EHRN =ER +=ER —E=EFE AFME HHA dEst
On Up to 1to3 3to 12 1to5 Over
demand 1 month months months years 5 years Indefinite Total
ARTIT ENETOT BN TOT BWEToT BNTOT BN T BNTOT BNETT
HK$°000 HK$°000 HK$°000 HK$'000 HK$000 HK$000 HK$000 HK$'000
Liabilities
Deposits and balances from
banks and other financial
institutions (238,490) (384,939) (18,007) (641,436)
Derivative financial instruments (115,119) (1,778) (379) (2,168) (18,623) (138,067)
Deposits from customers (20,887,412) (7,730,710) (8,777,607) (6,169,528) (377,580) - (43,942,837)
Other accounts and provisions
(including current and
deferred tax liabilities) (311,136) (575,146) (34,008) (43,286) (190,196) (1,153,772)
Total liabilities (21,552,157)  (8,692,573) (8,830,001) (6,214,982) (586,399) - (45,876,112)
Net liquidity gap (12,166,821)  (5,971,361)  (3,395,786) 4,725,079 14,514,220 6,438,982 2,145,827 6,290,140
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R HARA R BRI T E Notes to the Interim Financial Information (continued)
(&)

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

3.3 REESEE (8) 3.3 Liquidity Risk (continued)
B. #JHIR /47T (&) B. Maturity analysis (continued)

RIREIHAH o3BT The above maturity classifications have been prepared in accordance with relevant
0 (8R17T3E (&) provisions under the Banking (Disclosure) Rules. The Group has reported assets such
FRY ZAHBIEG S as advances and debt securities which have been overdue for not more than one month
4wl o AREEEEHE as “On demand”. In the case of an asset that is repayable by different payments or
K 1 EAZE instalments, only that portion of the asset that is actually overdue is reported as
o BlaE R B overdue. Any part of the asset that is not due is reported according to the residual
sy e TEIEE & maturity unless the repayment of the asset is in doubt in which case the amount is
o BN EIFEE reported as “Indefinite”. The above assets are stated after deduction of provisions, if
HoMEEZEE any.

HAZAETHEIES

B 2 BB oy 2 17 0F

3 - HLAURE B
ISR R BRI
MR8 EIREH
AEZIEETHRE
T8 > AU ER0RY
B UAREEHE, - B
YR BRI
EATAH B A 5 (0

H)e

2 eR 2 HH H SR The analysis of debt securities by remaining period to maturity is disclosed in order to

Bk AR B s comply with relevant provisions under the Banking (Disclosure) Rules. The disclosure
(ER1TE (W) M does not imply that the securities will be held to maturity.

JI) ZAHBA FRECT
BEAY - FrEpEEA
RIEFH A E
FIHIH -
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 BAREH 3.4 Capital Management

AT EBRHEBE I HIET
GRS R AR EORE Y
FERETF LI R R HE R
EEREBREATR - /NG
or{E B bR BRIy
S (FERE) sEE
SR - ASRTIRAIAE(S
Bt ERHETE > sHEA
FAlEEGERER R
SEFERER « RIRIT
EEPRANEASEA
STEINE MR —RE
G EAEOR - A
BRI R R
A NRE R 1 72 A2 Y T 8 e
EARER - RHUTEER
M () SR
R RH AR TS &

TR« RIRATHGRFEE
#e CGEIRIERE) 515
TR R b AR

A EEESHERE

BB HUE R & OF L1
TIRE GRITSE(EA)
AN Bt E R
B RLUE BRI A SRTT
Z A SR R RS
SYTT4ER - R &R
T3t > FEIRE
Hed RS A I A
5] HAHHENE 116
H " HA R — AT
ZHiEAE -

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

A. Basis of regulatory combination

The combined basis for regulatory purposes comprises the positions of the Bank’s
local offices and overseas branches specified by the HKMA in accordance with the
Banking (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
accordance with HKFRSs and the list of subsidiaries is set out in “Additional
Information — Subsidiaries of the Bank” on page 116.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital Management (continued)

A. Basis of regulatory combination (continued)

The particulars of subsidiaries which are included within the accounting scope of
consolidation but not included within the regulatory scope of combination are as

HUIE & 0F 86 13 A IS follows:
BAEZEHT
#20154£ 6 530 H 2014412 H 31 H
At 30 June 2015 At 31 December 2014
BRI B AL HARLEEH
NE LR Name Total assets Total equity Total assets  Total equity
AT BT BT BT
HK$’000 HK$’000 HK$’000 HK$’000
ERIFIT ((REA) Chiyu Banking Corporation
BIRAE (Nominees) Limited 130,628 130,628 114,683 114,683
HWIEEEARAH Seng Sun Development
Company, Limited 41,552 41,110 40,400 40,004
AR AE Grace Charter Limited - (10,980) - (10,978)

201546 H 30 H>
N S A o] B 8 s 5] A
RS E S O
HE A aEE s
R4 EHIE (2014
FEI12H31H ) o

42015 46 A 30 H»
pisREREN AR
I 6.9 1E & & 1 248 Al A
EEHE SR B
{8 R & & 07 0%
(2014 # 12 H 31

H: ) -

M ERS B A SR E %
HETEENEE 116 H T H:
&R — A ERAT Z FT
AT -

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

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

The principal activities of the above subsidiaries are set out in “Additional Information —
Subsidiaries of the Bank” on page 116.
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R HARA R BRI T E Notes to the Interim Financial Information (continued)
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3. &RElEE (&) 3. Financial risk management (continued)

SABAEHE (8
B. BAER

Wi — S A AR

—EREALER

HEALER

3.4 Capital Management (continued)

B. Capital ratio

CET1 capital ratio

Tier 1 capital ratio

Total capital ratio

54

A 2015 4 #2014 4E
6 H30H 12 H31 H
At 30 June At 31 December
2015 2014
16.81% 16.99%
16.81% 16.99%
19.47% 19.63%
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital Management (continued)

B. Capital ratio (continued)

The combined capital base after deductions used in the calculation of the above
capital ratios as at 30 June 2015 and 31 December 2014 and reported to the HKMA is

analysed as follows:

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

Retained earnings
Disclosed reserves

CET1 capital before regulatory deductions

CET1 capital: regulatory deductions
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

AT1 capital

Tier 1 capital
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2015 42 J#* 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT AT
HK$°000 HK$'000
300,000 300,000
4,633,839 4,463,967
1,454,930 1,388,900
6,388,769 6,152,867
(74,774) (7,877)
(29) (44)
(1,309,430) (1,247,831)
(242,742) (254,199)
(1,626,965) (1,509,951)
4,761,804 4,642,916
4,761,804 4,642,916
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3. Financial risk management (continued)

3.4 Capital Management (continued)

B. Capital ratio (continued)

Tier 2 capital: instruments and provisions

Collective impairment allowances 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 deductions to Tier 2 capital

Tier 2 capital

Total capital

Notes to the Interim Financial Information (continued)

72015 &£ A 2014
6 H30H 12H31H
At 30 June At 31 December
2015 2014
AT BT T
HK$°000 HK$ 000
165,113 159,181
165,113 159,181
589,243 561,524
589,243 561,524
754,356 720,705
5,516,160 5,363,621

The capital conservation buffer ratio, higher loss absorbency ratio, countercyclical
capital buffer ratio (“CCyB ratio”) and the applicable JCCyB ratios for Hong Kong and
non-Hong Kong jurisdictions for 2015 are 0% in accordance with the Banking (Capital)

Rules.

The additional information of capital disclosures is available under section “Regulatory
Disclosures” on the Bank’s website at www.chiyubank.com.
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3. &RElEE (&) 3. Financial risk management (continued)
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3.4 Capital Management (continued)

C. Leverage ratio

Tier 1 capital

Leverage ratio exposure

Leverage ratio

2015 &
6 H30H
At 30 June
2015

BETT
HK$’000
4,761,804

54,126,445

8.80%

The additional information of leverage ratio disclosures is available under section

“Regulatory Disclosures” on the Bank’s website at www.chiyubank.com.
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Notes to the Interim Financial Information (continued)

4. SRIEENABIAYE 4. Fair values of financial assets and liabilities

(1=}
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All financial instruments for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy as defined in HKFRS 13, “Fair
value measurement”. The categorisation are determined with reference to the observability
and significance of the inputs used in the valuation methods and based on the lowest level
input that is significant to the fair value measurement as a whole:

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

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

- Level 3: based on valuation techniques for which the lowest level input that is significant
to the fair value measurement is unobservable. This category includes equity investment
and debt instruments with significant unobservable components.

For financial instruments that are recognised in the financial statements on a recurring
basis, the Group determines whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of each reporting period.
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4. SREENMAMBIAE 4. Fair values of financial assets and liabilities (continued)
B (&)

Notes to the Interim Financial Information (continued)

4.1 Financial instruments measured at fair value

41 PAHEETEVERM TR
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REERAEESE - 5
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The Group has an established governance structure and controls framework to ensure
that fair values are either determined or validated by control units independent of the
front offices. Control units have overall responsibility for independent verification of
valuation results from front line businesses and all other significant fair value
measurements. Specific controls include verification of observable pricing inputs; review
and approval for new models and changes to models; calibration and back-testing of
models against observed market transactions; analysis and investigation of significant
daily valuation movements; review of significant unobservable inputs and valuation
adjustments. Significant valuation issues are reported to senior management, RC and
AC.

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.
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4. SREENMAMBIN/AE 4. Fair values of financial assets and liabilities (continued)
B (&)

Notes to the Interim Financial Information (continued)

41 PAHEETEVERM TR

4.1 Financial instruments measured at fair value (continued)

(&
AUBEL TR TE The technique used to calculate the fair value of the following financial instruments is as
A CEE YA E 77 A below:
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Debt securities and certificates of deposit

The fair value of these instruments is determined by obtaining quoted market prices from
exchange, dealer or independent pricing service vendors or using discounted cash flow
technigue. Discounted cash flow model is a valuation technique that measures present
value using estimated expected future cash flows from the instruments and then
discounts these flows using a discount rate or discount margin that reflects the credit
spreads required by the market for instruments with similar risk. These inputs are
observable or can be corroborated by observable or unobservable market data.

Derivatives

OTC derivative contracts include forward, swap and option contracts on foreign
exchange, interest rate, equity or commodity. The fair values of these contracts are
mainly measured using valuation techniques such as discounted cash flow models and
option pricing models. The inputs can be observable or unobservable market data.
Observable inputs include interest rate, foreign exchange rates, equity and stock prices,
commodity prices and volatilities. Unobservable inputs such as volatility surface may be
used for less commonly traded option products which are embedded in structured
deposits. For certain complex derivative contracts, the fair values are determined based
on broker/dealer price quotations.
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4. SREENMAMBIAE 4. Fair values of financial assets and liabilities (continued)
B (&)

4.1 DIAHEST RS TR 4.1 Financial instruments measured at fair value (continued)

&
PTIETE (8D Derivatives (continued)
KREEE BN HIILT Credit valuation adjustments (“CVA”) and debit valuation adjustments (“DVA”) are applied
ATEEHTEEME to the Group’s OTC derivatives. These adjustments reflect interest rates, expectations of
SHEE R B E AT - 5 counterparty creditworthiness and the Group’s own credit spread respectively. They are
By HI R FIER ~ 2 5 mainly determined for each counterparty and are dependent on expected future values of
BWREENKRERE S E exposures, default probabilities and recovery rates.

BEAATHIE - BRI
FTHEHE -5
Fo DIRATES O 2

KPR R EHREE -
A. AN ERNELR A. Fair value hierarchy
201546 H 30 H
At 30 June 2015
F—EH BE_E@% B=TE% 8EET
Level 1 Level 2 Level 3 Total
BT BT ABETT AT
HK$’000 HK$’000 HK$’000 HK$’000
SREE Financial assets
FUE R A EEE(LEA Financial assets designated at
B2 eEE fair value through profit or
(FfF5E 16) loss (Note 16)
- {HB5RE S - Debt securities - 1,089,040 - 1,089,040
ITESRT A Derivative financial
(HfsE17) instruments (Note 17) 108,311 2,300 - 110,611
L ERE R Available-for-sale securities
(FfzE19) (Note 19)
- EBEH K - Debt securities and
VEX G certificates of deposit - 10,374,520 - 10,374,520
- Betrig s - Equity securities - - 86,530 86,530
108,311 11,465,860 86,530 11,660,701
ERARH Financial liabilities
TTESRT AR Derivative financial
(FfFsE 17) instruments (Note 17) (24,479) (16,588) - (41,067)
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4. SREENMAMBIAE 4. Fair values of financial assets and liabilities (continued)
B (&)

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

(&
A NEENES (8) A. Fair value hierarchy (continued)
2014412 H 31 H
At 31 December 2014
LT BEIEER F=JEH QG
Level 1 Level 2 Level 3 Total
BEETIT AT AHETT AEETIT
HK$’000 HK$'000 HK$'000 HK$'000
SRIEE Financial assets
FIE By N EEE(EET A Financial assets designated at
B2 SRlEE fair value through profit or
(FffzE 16) loss (Note 16)
- (B2 - Debt securities - 1,100,931 - 1,100,931
ITESRT A Derivative financial
(BdsE 17) instruments (Note 17) 185,005 16,028 - 201,033
ok R Available-for-sale securities
CBfF5E 19) (Note 19)
- EBEH X - Debt securities and
e 6 certificates of deposit - 9,463,294 - 9,463,294
- Benss s - Equity securities - - 76,084 76,084
185,005 10,580,253 76,084 10,841,342
SREEH Financial liabilities
TTESRT AR Derivative financial
(FfFsE 17) instruments (Note 17) (115,120) (22,947) - (138,067)
KREEH SREE N There were no financial asset and liability transfers between level 1 and level 2 for the
AENEINGERAESE Group during the period (31 December 2014: Nil).

— R E g
[EHYEERs (2014 4 12
A3l H: ) -
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Notes to the Interim Financial Information (continued)

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

B (&

4.1 PAPERBNSR TR
(&

B. BE=BRHVHEE)

201541 H1H
g
- HAt =i
- AR
NHEEE
Y
HHE=rE

201546 H 30 H

201441 H1H
Wegs
- Hftazmd s
- AR
NPHEZE
HH
HiE=rE

22014412 H 31 H

B. Reconciliation of level 3 items

At 1 January 2015
Gains
- Other comprehensive income
- Change in fair value of
available-for-sale securities
Sales
Transfer out of Level 3

At 30 June 2015

At 1 January 2014
Gains
- Other comprehensive income
- Change in fair value of
available-for-sale securities
Sales
Transfer out of Level 3

At 31 December 2014
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4.1 Financial instruments measured at fair value (continued)

#2056 H30H
At 30 June 2015

EMEE
Financial assets
T ERES
Available-for-sale securities
s .
BERE firarrcea dEET
Debt
securities
and
certificates Equity
of deposit securities Total
AT BT BT
HK$°000 HK$’000 HK$’000
- 76,084 76,084
- 10,446 10,446
- 86,530 86,530
20144412 H 31 H
At 31 December 2014
BREE
Financial assets
A
Available-for-sale securities
i — i
S AT Bl a8 o HEET
Debt securities
and
certificates Equity
of deposit securities Total
BT BT AT
HK$’'000 HK$’000 HK$’'000
2,316,721 64,283 2,381,004
1,646 11,801 13,447
(1,352,261) - (1,352,261)
(966,106) - (966,106)
- 76,084 76,084
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Notes to the Interim Financial Information (continued)

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

4.1 PAPERBNSR TR
(&
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4.1 Financial instruments measured at fair value (continued)

B. Reconciliation of level 3 items (continued)

As at 30 June 2015 and 31 December 2014, financial instruments categorised as level
3 are mainly comprised of unlisted equity shares.

Debt securities and certificates of deposit were transferred out of level 3 in the year of
2014 due to improvement of valuation observability. For certain illiquid debt securities
and certificates of deposit, the Group obtains valuation quotations from counterparties
which may be based on unobservable inputs with significant impact on the valuation.
Therefore, these instruments have been classified by the Group as level 3.

The fair values of unlisted available-for-sale equity shares are determined with
reference to multiples of comparable listed companies, such as average of the
price/earning ratios of comparables or net asset value, if appropriate comparables are
not available. The fair value is positively correlated to the price/earning ratios of
appropriate comparables or net asset values. Had the net asset value of the underlying
equity investments increased/decreased by 5%, the Group’s other comprehensive
income would have increased/decreased by HK$4,327,000 (31 December 2014:
HK$3,804,000).
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4. SREENMAMBIAE 4. Fair values of financial assets and liabilities (continued)
B (&)

Notes to the Interim Financial Information (continued)

4.2 Financial instruments not measured at fair value

4.2 RPN PEETBHIER

IH

PR DUAE — R E
BEZARRH 5 R R
[E &/ TR Z ARG
fili o LUN Z AR E
A DL R TA R A
BEERM TR ZAPE -

FEIR i R SRAT B ELAil

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

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

I G5 ER N D)
£
Ry Z BREE KA
ERNERE R —FN
FH - HARE{E BN PHE
M -

EEEK
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WIS » S
AU HIREESATE
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B AF G R 2 05 7E
[F] -

B EAE

KER Y2 % PRI
GEHE (e —fEEY - 3
HE TR A -

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

Advances to customers

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

Held-to-maturity securities
The fair value of held-to-maturity securities is determined by using the same approach as

those debt securities and certificates of deposit measured at fair value as described in
Note 4.1.

Deposits from customers
Substantially all the deposits from customers mature within one year from the balance

sheet date and their carrying value approximates fair value.
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R HARA R BRI T E Notes to the Interim Financial Information (continued)
(&)

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

4.2 JEDIANEEHET B SRL 4.2 Financial instruments not measured at fair value (continued)
IE (&
B DA B HBE 1 (E BN The following tables set out the carrying values and fair values of the financial
EAENESR T ESN T instruments not measured at fair value, except for the above with their carrying values
T RIELLASEEETERN being approximation of fair values.
S T HEZIREEMS
P -
201546 30 H
At 30 June 2015
- WREME AFHE
Carrying value Fair value
BT BETT
HK$’000 HK$’000
SRIEE Financial assets
FAEZFIHHES Held-to-maturity securities (Note 19)
(FfEE 19)
- [EE s MR - Debt securities and certificates of deposit 501,458 501,826

20144412 H 31 H
At 31 December 2014

- HEHEE NFE
Carrying value Fair value
BT T AETIT
HK$ 000 HK$’000
SREE Financial assets
FAZEHHES Held-to-maturity securities (Note 19)
(Bt 19)
- (BB M AT - Debt securities and certificates of deposit 676,862 678,018
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5. BHIBWA

Notes to the Interim Financial Information (continued)

5. Net interest income

FIREUA

TEIBO IS B F At e RS £y
I

HFEEK

LA

JE LA

FHiAth

FIBH

[ R I
HoE

EEAER

ot

AHSHA

2015 fF A MBI A
T SUE By B BRI IEET
FLEU A 5,836,000 JT

(2014 4 LR 4E B
158,000 7¢) -

FELLAPEE LG AlBm 2
REENSMEAETES
FIFEUA B FE S H 57 3l
B M 652,730,000 T
(2014 4F FF4GF 0
623,071,000 T ) K i W
233,797,000 j¢ (2014 4F -
KA W 195,722,000
TC)

Interest income
Due from banks and other financial institutions

Advances to customers
Listed investments
Unlisted investments
Others

Interest expense
Due to banks and other financial institutions

Deposits from customers
Others

Net interest income

FHEEEE FEERE
2015 4 2014 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT T BT
HK$°000 HK$'000
141,349 167,185
387,200 360,237
33,853 33,705
107,784 81,066
2,177 3,384
672,363 645,577
(16,581) (1,673)
(216,532) (192,538)
(684) (1,511)
(233,797) (195,722)
438,566 449,855

Included within interest income is HK$5,836,000 (first half of 2014: HK$158,000) of interest
with respect to income accrued on advances classified as impaired for the first half of 2015.

Included within interest income and interest expense are HK$652,730,000 (first half of 2014:
HK$623,071,000) and HK$233,797,000 (first half of 2014: HK$195,722,000) for financial
assets and financial liabilities that are not recognised at fair value through profit or loss

respectively.
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6. B#RBEKMERA

6. Net fee and commission income

BB ASRA Fee and commission income
Foe s Securities brokerage

Ik Insurance

S Loan commissions

PEE M Bills commissions

SRR Payment services

HEH Funds distribution

RERE Safe deposit box

HiAth Others

BB RESTH Fee and commission expense
Eebz Securities brokerage

HAth Others

SPIREE RS A Net fee and commission income
HARHE Of which arise from

- JRLLA P EE LA AR

- financial assets or financial liabilities not at fair value

ZEmEESEMA R through profit or loss

- MR R AU A - Fee and commission income

- R E RS - Fee and commission expense
- (SRR HEA ZE0ESE) - trust and other fiduciary activities

- BRI E e A - Fee and commission income

- MR E R ez - Fee and commission expense
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Notes to the Interim Financial Information (continued)

FIEEHE FEGEEE
2015 4¢ 2014 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT ABETIT
HK$°000 HK$'000
92,527 45,359
34,991 30,011
15,768 10,657
10,336 16,356
9,481 10,342
8,667 5,434
7,114 6,666
7,611 6,798
186,495 131,623
(12,180) (6,171)
(3,552) (3,494)
(15,732) (9,665)
170,763 121,958
17,426 14,155
(64) -
17,362 14,155
3,554 3,625
(1,403) (1,205)
2,151 2,420
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7. BRGMWER

Al (SR RS
- HNEERT K SN SR 5 i

- FIRTA

8. HAmEEKA

SEFRERE A
- JEEHRESRE

REYZEZ B
R AR AR S

HAttr

AR R 2014 £F LA
FABIE YR S Pl
RAEBRRIEREYHE S
HIRCEH -

7. Net trading gain

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

- interest rate instruments

8. Other operating income

Dividend income from investment in securities

- unlisted investments
Gross rental income from investment properties
Less: Outgoings in respect of investment properties
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Notes to the Interim Financial Information (continued)

FHEEEE FREEHRE
2015 £ 2014 4£
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
AT BT
HK$’000 HK$'000
18,006 6,368
(2,481) (4,089)
15,525 2,279
FEEHE GRS
2015 4E 2014 &
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT T AT
HK$’000 HK$'000
6,336 5,592
3,141 3,907
183 (57)
9,660 9,442

There are no direct operating expenses included in the “Outgoings in respect of investment
properties” related to investment properties that were not let during the first half of 2015 and
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9. BIEREFFEH

EFEK
(IR
- Hre e
- H&lE]
- WlE R
PR RS SRR E AR
b i
e
- B
- ]
FAE AR BRI B e
R

BB EAE T

HAth

ARG

9. Net charge of impairment allowances

Advances to customers
Individually assessed

- new allowances
- releases
- recoveries

Net charge of individually assessed loan
impairment allowances

Collectively assessed
- new allowances
- releases

Net charge of collectively assessed loan
impairment allowances

Net charge of loan impairment allowances

Others

Net charge of impairment allowances

70

Notes to the Interim Financial Information (continued)

FEEER PEEHRE
2015 £ 2014 4
6H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT T AT T
HK$°000 HK$'000
(146,869) (2,648)

- 1,807

12,360 730
(134,509) (112)
(8,517) (1,355)
380 354
(8,137) (1,001)
(142,646) (1,112)
(10) (12)
(142,656) (1,124)
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10. &BXHY

ANFEH (BfEEENE)
- SR R AR
- BREA

FErE Rty (CFEfETes)

- BERLS
- ERF
- Sty

IrEg
2 Gl

- i

- JERETIR
FA AR ST HY

10. Operating expenses

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

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

Depreciation
Auditor’s remuneration

- audit services

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

PR HIEBHE
2015 4 2014 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT T BT
HK$°000 HK$'000
111,313 99,825
9,740 9,316
121,053 109,141
15,744 15,142
13,386 13,692
4,122 4,500
33,252 33,334
12,279 11,701
332 319

31 65

46,256 41,526
213,203 196,086
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R HARA R BRI T E Notes to the Interim Financial Information (continued)

11. BEYENEFHE 11, Net gain from fair value adjustments on investment properties
23R
FHEERE FREER
2015 4% 2014 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT AT T
HK$’000 HK$’000
BEYZE N ER Net gain from fair value adjustments on investment
RS properties 11,190 9,000
12. HEYE - S/ k5% 12. Net loss from disposal of properties, plant and equipment
2 Fh51E
FEGEHES FEERE
2015 4% 2014 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT T BT
HK$’000 HK$ 000
B A R Net loss from disposal of other fixed assets 1)
(1)
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Notes to the Interim Financial Information (continued)

T B DRI
(%)

FEA R RN E
2015 4 EAREAESH R
AFIF% 16.5% (2014
£ 1 16.5%) HE « AN
FI Bl 2015 4 Fof
5 TSR0 U A
4 S AR 2 T
=R

13. fRIF 13. Taxation
s 2 FRTEEHR AT ¢ Taxation in the income statement represents:
FHEERE FEEER
2015 & 2014 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT BT T
HK$’000 HK$’000
BN Current tax
ARG Hong Kong profits tax
- AR AT - current period taxation 54,300 50,045
- LI - over-provision in prior periods - (2,000)
54,300 48,045
MM Overseas taxation
- BARET ARIE - current period taxation 26,426 26,990
IRIERRIA Deferred tax
MR e AR R ] Origination and reversal of temporary differences (69,638) 4,064
11,088 79,099

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

13. |RIE (&) 13. Taxation (continued)
AR R A A A E A The taxation on the Group’s profit before taxation that differs from the theoretical amount
BN - SR EERIG that would arise using the taxation rate of Hong Kong is as follows:

MR AR ¢

FELER FHGEEE

2015 & 2014 4

6 H30H 6 H30 H

Half-year ended Half-year ended

30 June 30 June

2015 2014

BT AT IT

HK$°000 HK$’000

RNl Profit before taxation 285,519 396,194
$ 72 16.5% (2014 4 : Calculated at a taxation rate of 16.5% (2014:16.5%)

16.5%) =EAVFZIE 47,111 65,372
H BRI 2 R Effect of different taxation rates in other countries (19,022) 6,338
AR U A Income not subject to taxation (24,255) (2,499)
ML _EARRIHIR . B2 Expenses not deductible for taxation purposes 1,982 7,770
TEHHEE R Over-provision in prior periods - (2,000)
TEINEERR Foreign withholding tax 5,272 4,118
FHARIE Taxation charge 11,088 79,099
eSS Effective tax rate 3.88% 19.96%
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Notes to the Interim Financial Information (continued)

14. Dividends
AR PIEREEE
201546 H30H 20146 A 30 H
Half-year ended Half-year ended
30 June 2015 30 June 2014
3 LG T ek
B BT T e AT T
Per share Total Per share Total
HK$ HK$’000 HK$ HK$'000
Interim dividend 46.00 138,000 65.00 195,000

15.

The Board declared an interim dividend of HK$46 per ordinary share for the first half of 2015
amounting to HK$138,000,000. This declared interim dividend is not reflected as a dividend
payable in this interim financial information, but will be reflected as an appropriation of
retained earnings for the year ending 31 December 2015.

Cash and balances with banks and other financial institutions

20154 #2014 4

6 H30H 12 H31H

At 30 June At 31 December

2015 2014

AT HERETTT

HK$’000 HK$’000

Cash 163,749 180,446

Balances with central banks 478,319 483,642

Balances with banks and other financial

institutions 3,987,249 4,517,179
Placements with banks and other financial

institutions maturing within one month 4,448,393 819,773

9,077,710 6,001,040
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Total securities are analysed by place of listing as follows:

Notes to the Interim Financial Information (continued)

16. Financial assets designated at fair value through profit or loss

2015 £ iR 2014 4
6 530H 12 H31H
At 30 June At 31 December
2015 2014
AT AT T
HK$’000 HK$'000
At fair value
Debt securities
- Listed in Hong Kong 478,841 485,653
- Listed outside Hong Kong 610,199 615,278
Total securities 1,089,040 1,100,931
Total securities are analysed by type of issuer as follows:
A 2015 £ i 2014 4
6 H30H 12 H31H
At 30 June At 31 December
2015 2014
AT AT
HK$’000 HK$’000
Banks and other financial institutions 83,899 85,299
Corporate entities 1,005,141 1,015,632
1,089,040 1,100,931

Total securities
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments

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

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

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

Foreign currency and equity 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 and interest rate risk, the seller receives a premium from the purchaser.
Options are negotiated over-the-counter between the Group and its counterparty or traded
through the stock exchange (for example, exchange-traded stock option).
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

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

17. Derivative financial instruments (continued)

AR T A R
A4 20154 6 H 30 H

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

2014412 H 31 HZ &4
VESE ¢k

R 20156 H30H

At 30 June 2015

ARIEHRA
BHE Pk E Qe
Not qualified
for hedge
Trading accounting Total
AT BT BETT
HK$°000 HK$°000 HK$°000
[ERELY Exchange rate contracts
BITHA K ziHH Spot and forwards 1,391,235 - 1,391,235
FHA Swaps 6,817,822 - 6,817,822
SN S HARE Foreign currency options
- EHAHARE - Options purchased 51 - 51
- B EARE - Options written 51 3 51
8,209,159 - 8,209,159
FIZREL] Interest rate contracts
FHA Swaps - 1,031,023 1,031,023
a4y Commodity contracts 25,444 - 25,444
4=t Total 8,234,603 1,031,023 9,265,626

FHERAE gL B

Not qualified for hedge accounting: derivative contracts which do not qualify as hedges for
G (SRITEE (Bed) KA
20K BB AR
MEEatAER BB
TE LA B R AR
R T H—HFEEALTA
THEY -

accounting purposes but are managed in conjunction with the financial instruments
designated at fair value through profit or loss are separately disclosed in compliance with the
requirements set out in the Banking (Disclosure) Rules.
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Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps

Commodity contracts

Total
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17. Derivative financial instruments (continued)

20144412 H 31 H
At 31 December 2014

Notes to the Interim Financial Information (continued)

RFFERA
HE gk Hest

Not qualified

for hedge
Trading accounting Total
BT BT T AT
HK$'000 HK$'000 HK$°000
1,890,092 - 1,890,092
8,416,753 - 8,416,753
715 - 715
715 - 715
10,308,275 - 10,308,275
- 1,031,462 1,031,462
32,468 - 32,468
10,340,743 1,031,462 11,372,205
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

201546 A 30 H
At 30 June 2015

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

NTERE APEERE
Fair value assets Fair value liabilities
R R
HE HAeshE gast =HE HAEshE &t
Not Not
qualified qualified
for hedge for hedge
Trading accounting Total Trading accounting Total
BT AT BT BETx  BETRT BT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Exchange rate contracts
Spot and forwards 107,732 - 107,732 (23,666) - (23,666)
Swaps 2,183 - 2,183 (605) - (605)
Foreign currency options
- Options purchased - - - - - -
- Options written - - - - - -
109,915 - 109,915 (24,271) - (24,271)
Interest rate contracts
Swaps - 118 118 - (15,983) (15,983)
Commodity contracts 578 - 578 (813) - (813)
Total 110,493 118 110,611 (25,084) (15,983) (41,067)
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Notes to the Interim Financial Information (continued)

17. Derivative financial instruments (continued)

2014412 H 31 H
At 31 December 2014

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps

Commodity contracts

Total

NHEEE NHEAER
Fair value assets Fair value liabilities

FEFE IR FEFEHRA
HE fhdgstk 4 HE  $hEstE dEst

Not Not

qualified qualified

for hedge for hedge
Trading _accounting Total Trading accounting Total
AT BT EBToT BTt ARTot BB
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
184,733 - 184,733 (114,977) - (114,977)
15,691 - 15,691 (2,132) - (2,132)
3 - 3 - - -
- - - (4) - )
200,427 - 200,427 (117,113) - (117,113)
- 309 309 - (20,790) (20,790)
297 - 297 (164) - (164)
200,724 309 201,033 (117,277) (20,790) (138,067)
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17. £74E4em T H (&) 17. Derivative financial instruments (continued)

TRYI BT R TR The table below gives the credit risk-weighted amounts of the above derivative financial
ZAEE R INEEEE - W instruments and is prepared with reference to the completion instructions for the HKMA

TEBEAT RILER &E return of capital adequacy ratio.
[ R RS R 4R -

A 2015 42 #2014 £
6H830H 12 H31H
At 30 June At 31 December
2015 2014
AT AT IT
HK$’000 HK$’000
PERELY Exchange rate contracts 9,239 11,095
IESEES| Interest rate contracts 931 1,221
10,170 12,316
EE R e R R The credit risk-weighted amounts are calculated in accordance with the Banking (Capital)
CERITE C&A) AN &t Rules. The amounts are dependent upon the status of the counterparty and the maturity
T REEHREUR A 5 characteristics of each type of contract.
2R RSB E 2 IR
I
TR ] B A R SR AR A The total fair values of derivatives subject to valid bilateral netting agreements for the
BESm AR ERS A Group amounted to HK$2,300,000 (31 December 2014: HK$15,808,000) and the effect of
OE OB R K K valid bilateral netting agreements amounted to HK$2,300,000 (31 December 2014:
2,300,000 7. (2014 4 12 HK$15,808,000).

H31H : 15,808,000
TG AR A E
2,300,000 77 (2014 4 12
H31H : 15,808,000
JC) e
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B SRR F L E
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) -

A ITE PR RE
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Notes to the Interim Financial Information (continued)

18. Advances and other accounts

Personal loans and advances
Corporate loans and advances

Advances to customers*
Loan impairment allowances

- Individually assessed
- Collectively assessed

Trade bills

Total

72015 &£ A 2014 4
6 H30H 12 H31H
At 30 June At 31 December
2015 2014
BT BT
HK$°000 HK$ 000
5,349,986 5,441,312
22,716,026 21,711,086
28,066,012 27,152,398
(139,567) (16,093)
(100,331) (92,259)
27,826,114 27,044,046
599,158 1,789,926
28,425,272 28,833,972

As at 30 June 2015, advances to customers included accrued interest of HK$45,309,000

(31 December 2014: HK$51,481,000).

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

December 2014: Nil).

* Included advances to customers denominated in HK dollars of HK$20,710,825,000 (31 December
2014: HK$19,667,150,000) and US dollars equivalent to HK$4,556,876,000 (31 December 2014:

HK$5,198,902,000).
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19. BEGE 19. Investment in securities
B 201546 H30H
At 30 June 2015
ANHESR  HRES R AT IR
At amortised
At fair value cost
HEZR
T EES IHEHE S “EEt
Available- Held-to-
for-sale maturity
securities securities Total
AT BT BETT
HK$°000 HK$°000 HK$’000
[E=E23 Treasury bills 1,299,760 - 1,299,760
HAEBS 75 Other debt securities 4,715,115 501,458 5,216,573
6,014,875 501,458 6,516,333
FiEs Certificates of deposit 4,359,645 - 4,359,645
1B E 5 R AF A GE4a R Total debt securities and
certificates of deposit 10,374,520 501,458 10,875,978
{625 Equity securities 86,530 - 86,530
4=t Total 10,461,050 501,458 10,962,508
201412 H 31 H
At 31 December 2014
FNTEYING  HeBE R R
At amortised
At fair value cost
FEz
ok R A HEEZR HEET
Available- Held-to-
for-sale maturity
securities securities Total
BT AT AMETIT
HK$’000 HK$’000 HK$’000
[EE % Treasury bills 1,299,624 - 1,299,624
HihfE g2 Other debt securities 4,040,636 599,674 4,640,310
5,340,260 599,674 5,939,934
Fik:s Certificates of deposit 4,123,034 77,188 4,200,222
(B 5 AT GEEsE Total debt securities and
certificates of deposit 9,463,294 676,862 10,140,156
fahrtes Equity securities 76,084 - 76,084
4=t Total 9,539,378 676,862 10,216,240
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19. BATE (8) 19. Investment in securities (continued)
S AT i Investment in securities is analysed by place of listing as follows:
W :
B 201546 H30H
At 30 June 2015
FEZE
Wt ERE  FIEES &=t
Available- Held-to-
for-sale maturity
securities securities Total
BT BT BT T
HK$’000 HK$’000 HK$’000
(B MRS Debt securities and certificates of deposit
- REEB LN - Listed in Hong Kong 612,169 - 612,169
- NEABDSN B - Listed outside Hong Kong 577,434 - 577,434
1,189,603 - 1,189,603
- JEL - Unlisted 9,184,917 501,458 9,686,375
10,374,520 501,458 10,875,978
Bt Equity securities
- JEEH - Unlisted 86,530 - 86,530
4EEt Total 10,461,050 501,458 10,962,508
HEEFHEIH Y Fiss Market value of listed held-to-maturity
Y securities )
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19. BEBE (8) 19. Investment in securities (continued)
2014412 H 31 H
At 31 December 2014
EERE
At EREE FIHIHES #5
Available- Held-to-
for-sale maturity
securities securities Total
AT AT AT T
HK$°000 HK$'000 HK$'000
(B AT Debt securities and certificates of deposit
- REEER - Listed in Hong Kong 191,458 - 191,458
- WEBMUS BT - Listed outside Hong Kong 514,144 - 514,144
705,602 - 705,602
- JEEH - Unlisted 8,757,692 676,862 9,434,554
9,463,294 676,862 10,140,156
B e8 7% Equity securities
- JEEH - Unlisted 76,084 - 76,084
qast Total 9,539,378 676,862 10,216,240
HEESHIH > s Market value of listed held-to-maturity
il securities )
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19. BEBE (8) 19. Investment in securities (continued)
ST B RTINS > oy Investment in securities is analysed by type of issuer as follows:
AT -
B 201546 H30H
At 30 June 2015
Rz
TEHEEE  FIHESES 45t
Available- Held-to-
for-sale maturity
securities securities Total
BT BT AT
HK$’000 HK$’000 HK$’000
ENEE Sovereigns 1,598,374 - 1,598,374
SRAT R oA < st Banks and other financial
institutions 5,948,062 501,458 6,449,520
ANEIRSE Corporate entities 2,914,614 - 2,914,614
10,461,050 501,458 10,962,508
2014412 H31 H
At 31 December 2014
Az
Ak R FHIHZE R HEET
Available- Held-to-
for-sale maturity
securities securities Total
BT BT ATIT
HK$'000 HK$’000 HK$’000
ESERE Sovereigns 1,299,624 - 1,299,624
SRTT R HoAh s b Banks and other financial
institutions 5,803,723 676,862 6,480,585
NEIRSE Corporate entities 2,436,031 - 2,436,031
9,539,378 676,862 10,216,240
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T HAR BB e Notes to the Interim Financial Information (continued)
20. &Y 20. Investment properties
72015 &£ A 2014 4
6 H30H 12531 H
At 30 June At 31 December
2015 2014
BT BT T
HK$’000 HK$'000
W1H1H At 1 January 230,120 257,400
WME Additions - B}
AN FEWES Fair value gains 11,190 18,020
B EE RS B8 R Reclassification to properties, plant and equipment
et (FifsE 21) (Note 21) - (45,300)
FARE, AR At period/year end 241,310 230,120
21. ¥p2E ~ BB RN 21. Properties, plant and equipment
= BElE
BE B B T
Equipment,
fixtures and
Premises fittings Total
BT BT BT
HK$°000 HK$’000 HK$’000
20151 H1HZ Net book value at
WRTADFHE 1 January 2015 1,374,000 43,082 1,417,082
HE Additions - 1,301 1,301
e Disposals - @ 1)
B Revaluation 60,091 - 60,091
I (K$5E 10) Depreciation for the period (Note 10) (8,449) (3,830) (12,279)
PE: 2 75 4H Exchange difference - 14 14
7201546 530 HZ Net book value at
WD FHE 30 June 2015 1,425,642 40,566 1,466,208
J/>201546 H 30 H At 30 June 2015
A (E Cost or valuation 1,425,642 127,046 1,552,688
EEITEE R Accumulated depreciation and
impairment - (86,480) (86,480)
201546 H 30 H> Net book value at
R TATFE 30 June 2015 1,425,642 40,566 1,466,208
bl & FE 2 R A {E B Al (E The analysis of cost or valuation of
ST - the above assets is as follows:
201546 H 30 H At 30 June 2015
HRAE At cost - 127,046 127,046
RS E At valuation 1,425,642 - 1,425,642
1,425,642 127,046 1,552,688
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Notes to the Interim Financial Information (continued)

21. Properties, plant and equipment (continued)

90

X BEE
BE B R et et
Equipment,
fixtures and
Premises fittings Total
AT AT AWTIT
HK$’000 HK$’000 HK$’000
Net book value at
1 January 2014 1,247,698 27,252 1,274,950
Additions 12,373 23,478 35,851
Disposals - - -
Revaluation 84,445 - 84,445
Depreciation for the year (15,816) (7,435) (23,251)
Reclassification from investment
properties (Note 20) 45,300 - 45,300
Exchange difference - (213) (213)
Net book value at
31 December 2014 1,374,000 43,082 1,417,082
At 31 December 2014
Cost or valuation 1,374,000 132,083 1,506,083
Accumulated depreciation and
impairment - (89,001) (89,001)
Net book value at
31 December 2014 1,374,000 43,082 1,417,082
The analysis of cost or valuation of
the above assets is as follows:
At 31 December 2014
At cost - 132,083 132,083
At valuation 1,374,000 - 1,374,000
1,374,000 132,083 1,506,083
. Other assets
A 2015 &£ 2014 £
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT BT
HK$’000 HK$’000
Accounts receivable and prepayments 610,879 313,120
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Notes to the Interim Financial Information (continued)

23. Deposits from customers

201548 #2014 4E
6 H30H 12H31H
At 30 June At 31 December
2015 2014
AT BT
HK$°000 HK$'000
Demand deposits and current accounts
- corporate 3,228,565 4,238,709
- personal 578,955 439,468
3,807,520 4,678,177
Savings deposits
- corporate 3,584,015 3,176,812
- personal 14,028,966 13,005,473
17,612,981 16,182,285
Time, call and notice deposits
- corporate 11,215,852 10,726,543
- personal 11,990,986 12,355,832
23,206,838 23,082,375
44,627,339 43,942,837
24. Other accounts and provisions
A 2015 4E > 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT T ATT
HK$’000 HK$'000
Other accounts payable 1,054,616 897,933
Provisions 23,657 23,657
1,078,273 921,590
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Notes to the Interim Financial Information (continued)

25. Assets pledged as security

As at 30 June 2015, no liabilities of the Group were secured by bills (31 December 2014:
HK$18,007,000). There were no assets pledged by the Group to secure these liabilities (31
December 2014: HK$17,920,000) included in “Trade bills”.

26. Deferred taxation

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

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

HE) AETEAS and the movements during the first half of 2015 and the year ended 31 December 2014 are
DA R HAF 20154F F S 4F Ry as follows:
B E2014912H31H k47
[ EEAT
201546 H30H
At 30 June 2015
hoEEyTEE . HAth
i YIS ELS | 3= BEREE  ERMEN 4Est
Accelerated Other
tax Property Impairment  temporary
depreciation _ revaluation Losses allowance _ differences Total
BT BT T BT T BT
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000 HK$’000
1 2015 & At 1 January 2015
1A1H 9,004 199,401 (133) (26,678) (1,527) 180,067
f&s2,/ (&52) Charged/(credit)
Prene to income
(BfsE 13) statement
(Note 13) 54 23 44 (69,759) - (69,638)
ER=Xiie=T) Charged to other
Wt comprehensive
income - 8,746 - 4,926 13,672
BEE 12 75 RE Exchange
difference - - (73) - (73)
i~ 2015 A At 30 June 2015
6 H30H 9,058 208,170 (89) (96,510) 3,399 124,028
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26. RAEFIE (&) 26. Deferred taxation (continued)

2014412 H31 H
At 31 December 2014

hnEReTEs HAh
R YIEE L JEiE AR R Hat
Accelerated Other
tax Property Impairment temporary
depreciation revaluation Losses allowance differences Total
AT BlETIT AT AT AT AT
HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000
A 2014 At 1 January 2014
1A1H 7,392 181,224 (217) (27,428) (12,301) 148,670
EEmlenE Charged to income
statement 1,612 6,274 84 382 67 8,419
et HAt 4 Charged to other
g comprehensive
income - 11,903 - - 10,707 22,610
PR 00 A 4H Exchange difference - - - 368 - 368
2014 At 31 December
12431 H 2014 9,004 199,401 (133) (26,678) (1,527) 180,067
A EEHER G AR IE Deferred tax assets and liabilities are offset on an individual entity basis when there is a
EEBIRAMIE A legal right to set off current tax assets against current tax liabilities and when the deferred
TR AEFR TE 5 Ky 5] — A Pt taxation relates to the same authority. The following amounts, determined after appropriate
BE o RUTTHREHE DA A B IRIE offsetting, are shown in the balance sheet:
A& IR IE R H AR T
FEHHSH - THIEEEAREE
NYIEZ &% » et AEE
B -
#2015 & A 2014 £
6 H30H 12 531 H
At 30 June At 31 December
2015 2014
BT T AT
HK$’000 HK$ 000
IRIEFRIE & Deferred tax assets (74,774) (7,877)
IRIEFIE A& Deferred tax liabilities 198,802 187,944
124,028 180,067
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Notes to the Interim Financial Information (continued)

26. Deferred taxation (continued)

7 2015 & A 2014 4
6 H30H 12 H31H
At 30 June At 31 December
2015 2014
BT AT T
HK$°000 HK$'000
Deferred tax assets to be recovered after more than
twelve months (74,774) (7,877)
Deferred tax liabilities to be settled after more than
twelve months 195,404 189,471
120,630 181,594
27. Share capital
7 2015 £ 2014 4
6 H30H 12 431 H
At 30 June At 31 December
2015 2014
BT HAETIT
HK$°000 HK$’000
Issued and fully paid:
3,000,000 ordinary shares 300,000 300,000

28. Reserves

The Group’s reserves and the movements therein for the current and prior periods are
presented in the condensed consolidated statement of changes in equity on pages 17 to
18.
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(a) &ERFIZERIRATE
BREZRA it
) iR

Syl

IrEs

IR ELE RS
PrE i E A Aol

LS4 £ (ARl
)

0 2 3 1 H 2 A
ST Ee i R 5
i 58

I 2 3 (B 2 7SR
7 R
fi > Wy

SE BUATEE L AL
i SR )

[Ttk SR T B 2

EERR M S8

BRI B

it 27 S

ST EL e R 7k
Rt

A

BT S

RS

PRATAIECE B &R A
CRiD)

BB B R B PR

- AR
- EAFIE
- TR

before taxation

Operating profit

Depreciation

Net charge of impairment allowances

Unwind of discount on impairment
allowances

Advances written off net of recoveries

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

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

Change in financial assets designated at fair
value through profit or loss

Change in derivative financial instruments

Change in advances and other accounts

Change in investment in securities

Change in other assets

Change in deposits and balances from banks
and other financial institutions

Change in deposits from customers

Change in other accounts and provisions

Effect of changes in exchange rates

Operating cash inflow/(outflow) before
taxation

Cash flows from operating activities included:
— Interest received
— Interest paid
— Dividend received
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29. Notes to condensed consolidated cash flow statement

Notes to the Interim Financial Information (continued)

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

FEEHR FHELEEE
2015 £ 2014 4

6 5 30H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2015 2014
AT ATT
HK$’000 HK$'000
274,330 387,194
12,279 11,701
142,656 1,124
(5,836) (158)
(5,484) (23,328)
16,124 637,094
647,289 717,527
11,891 188,634
(6,578) 3,259
277,153 (3,781,617)
(1,455,213) (1,736,074)
(297,769) (19,514)
1,344,038 3,046
684,502 3,336,422
156,683 9,242
39,779 (6,268)
1,835,844 (271,716)
653,865 591,877
(248,132) (163,051)
6,336 5,592
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29. HELEESHESRESFR  29. Notes to condensed consolidated cash flow statement (continued)
fst ()

(b) & NERBREER (b) Analysis of the balances of cash and cash equivalents
&M
A 2015 4% 2014 4
6 H30H 6 H30H
At 30 June At 30 June
2015 2014
BT ARTIT
HK$°000 HK$’000
BT & N E 2 HE H AE Cash and balances with banks and other
3 (H B N ERSRIT financial institutions with original maturity
B Hoth 4 Bl e kg 1y within three months
&gk 8,452,597 4,230,430
JFEEAHAE S{EMA N> Placements with banks and other financial
1E $R 17 K H it 4 Gl institutions with original maturity within three
R EHITEIR months - 1,832,231
FERIHIHAE 3B R Treasury bills with original maturity within three
E23 months - 799,943
8,452,597 6,862,604
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Notes to the Interim Financial Information (continued)

30. Contingent liabilities and commitments

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.

#2015 4 #2014 4

6 H30H 12H31H

At 30 June At 31 December

2015 2014

BT ATT

HK$’000 HK$'000

Direct credit substitutes 223,491 46,419

Transaction-related contingencies 476,549 460,239

Trade-related contingencies 235,039 578,449
Commitments that are unconditionally cancellable

without prior notice 4,307,113 4,834,347

Other commitments with an original maturity of

- up to one year 275,962 422,596

- over one year 296,048 495,892

5,814,202 6,837,942

Credit risk-weighted amount 607,518 737,395

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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31. BEAKIE 31. Capital commitments
KB AR A P & The Group has the following outstanding capital commitments not provided for in this interim
B 2 EARIE S financial information:
W :
2015 48 #2014 4E
68300 12H31H
At 30 June At 31 December
2015 2014
AT BRETIT
HK$°000 HK$’000
A R S SRR Authorised and contracted for but not provided for 7,051 4,978
CALAEREL Authorised but not contracted for - .
7,051 4,978
DA EEARIE RS 77 Folr i The above capital commitments mainly relate to commitments to purchase computer
A Z EREE Rt - PAR equipment and software, and to renovate the Group’s premises.
REEZETEETREZ K
¥ -
32. KEHEAE 32. Operating lease commitments
() fERARFEN (a) As lessee
REAN I HEE 2 &8 The Group has commitments to make the following future minimum lease payments
HEEL) > MRS under non-cancellable operating leases:
B R 2R A5 B FH B R
P S 7 (A -
#2015 4£ A 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT AMETIT
HK$°000 HK$’000
Tt BT Land and buildings
- A 14 - not later than one year 24,174 27,766
-1FEM EESFERN - later than one year but not later than five
years 13,139 15,599
37,313 43,365
EAIEF AR 2 Certain non-cancellable operating leases included in the table above were subject to
OETHA T HEE X renegotiation and rent adjustment with reference to market rates prevailing at specified
SR EBIHZ HE agreed dates or according to the special conditions as stipulated in the leases.
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32. &KEHEERE (8) 32. Operating lease commitments (continued)

(b) fEREFEA (b) As lessor
RN al ey > &&= F The Group has contracted with tenants for the following future minimum lease
HEL) MR ARG receivables under non-cancellable operating leases:
MHEFITaNZRKE
RATH S 2 S R <8
7 2015 & A 2014 4
6 H30H 12H31H
At 30 June At 31 December
2015 2014
BT BT
HK$°000 HK$’000
TR T Land and buildings
- RitgiE 14 - not later than one year 6,248 4,292
-1 EE S FER - later than one year but not later than five
years 2,397 1,702
8,645 5,994
AEFEPLESHER K The Group leases its investment properties (Note 20) under operating lease
THHEEYZ (= arrangements, with leases typically for a period from one to three years. The terms of the
20); fHEFEHmE R 1 leases generally require the tenants to pay security deposits and provide for rent
FE 3 F o HEGRT— adjustments according to the prevailing market conditions at the expiration of the lease.

ORI IR A PRt
B REEH R - RIERE
B 5 ZAR DL A
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Notes to the Interim Financial Information (continued)

33. Segmental reporting

() HEEHE Y

(a) Operating segments information

AT 55 B = (B
a5y E 5 R
ST ST (ST TS
R 2465 - S sttty 5
BRENTEZ @R
T -

{8 A SRITMI R 2ESR1T 2
B gt 2 AR
TR - BRI -
B EERR - B AR
B E i e HoAth (S & R
¥~ & BRI ~ 41
WaSERS AT AR E e fEA
IRIT SRR EERERT
8N MR R T2
BREFEERBAEZ
5o BRTEZELR bR
THEEESN HETE
HEEAREE S FI2R
FOSNEERLCT - T Hiftl ) 32
— W ER AR
A B YIS S

e -

SETSERIVERE - AL
A S BOERR A
RS RN AR E
STBCRUE TR
BEREEERERZE
TSR EB A B AT DA
HUE Y B E B RIS
e PEEBRARNE
B AN E
MG E 22
DATH SR Ryt - 3%
[ R EE A YR -

R ) £ B AR
RS H i
A& FEHEOFH R
ANREHZERS R A
SERS o B A S U A K,
SCHBUFESR -

The Group divides its businesses into three business segments. They are Personal
Banking, Corporate Banking and Treasury. The classification of the Group’s
operating segments is based on customer segment and product type.

Both Personal Banking and Corporate Banking provide general banking services
including various deposit products, overdrafts, loans, trade related products and
other credit facilities, investment and insurance products, and foreign currency and
derivative products. Personal Banking mainly serves retail customers, while
Corporate Banking mainly deals with corporate customers. Treasury manages the
funding and liquidity, and the interest rate and foreign exchange positions of the
Group in addition to proprietary trades. “Others” mainly represents the Group’s
holdings of premises, investment properties and equity investments.

Measurement of segment assets, liabilities, income, expenses, results and capital
expenditure is based on the Group’s accounting policies. The segment information
includes items directly attributable to a segment as well as those that can be
allocated on a reasonable basis. Inter-segment funding is charged according to the
internal funds transfer pricing mechanism of the Group, which is primarily based on
market rates with the consideration of specific features of the product.

As the Group derives a majority of revenue from interest and the senior management
relies primarily on net interest income in managing the business, interest income and
expense for all reportable segments are presented on a net basis.
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Notes to the Interim Financial Information (continued)

33. Segmental reporting (continued)

(a) Operating segments information (continued)

TEASHT RFERT e S0 Al /et =il e
Personal Corporate
Banking Banking Treasury Others Subtotal  Eliminations  Consolidated
AT T AT AT AT BETT EETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
YGRS Half-year ended
201546 5 30 H 30 June 2015
EERIISUION Net interest income
- Ik - external (41,475) 220,263 259,778 - 438,566 - 438,566
- P - inter-segment 171,361 (16,261)  (155,100) - - - -
129,886 204,002 104,678 - 438,566 - 438,566
THIREE RS UA Netfee and commission
/. (ZHD) income/(expense) 138,497 32,575 (309) - 170,763 - 170,763
] ealler Net trading gain 9,114 3,674 2,054 683 15,525 - 15,525
FUE RPN ES(EET  Netloss on financial instruments
NERS SRITES  designated at fair value
fE5tE through profit or loss - - (4,325) - (4,325) - (4,325)
HAZ A Other operating income - 304 - 20,585 20,889 (11,229) 9,660
FEEREREHEATS S Net operating income before
SBBA impairment allowances 277,497 240,555 102,098 21,268 641,418 (11,229) 630,189
RAEER S Net reversal/(charge) of
() impairment allowances 1,634  (145,247) - 957 (142,656) - (142,656)
TREBUTA Net operating income 279,131 95,308 102,098 22,225 498,762 (11,229) 487,533
[ Operating expenses (134,640) (52,923) (4,459) (32,410) (224,432) 11,229 (213,203)
KRR, (B Operating profit/(loss) 144,491 42,385 97,639 (10,185) 274,330 - 274,330
PSRN\ THETE Net gain from fair value
ZIFESE adjustments on investment
properties - - - 11,190 11,190 - 11,190
HEVEE - E5M Rk Net loss from disposal of
iz FEEE properties, plant and
equipment - - - @ 1) - 1)
SRyl Profit before taxation 144,491 42,385 97,639 1,004 285,519 - 285,519
201546 H 30 H At30June 2015
BE Assets
TERERE Segment assets 8,519,128 22,216,887 22,109,986 1,710,426 54,556,427 - 54,556,427
=0t Liabilities
Syl EfiE Segment liabilities 35,078,893 10,805,206 1,809,951 319,420 48,013,470 - 48,013,470
PSR Half-year ended
201546 H 30 H 30 June 2015
HAER Other information
BN Capital expenditure - 18 - 1,283 1,301 - 1,301
TEE Depreciation 2,216 1,544 77 8,442 12,279 - 12,279
AN Amortisation of securities - - 15,367 - 15,367 - 15,367
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33. Segmental reporting (continued)

(a) Operating segments information (continued)

Notes to the Interim Financial Information (continued)

TELASRTT SEIRT MEERS Hth NEF =yiEie] (=
Personal Corporate
Banking Banking Treasury Others Subtotal Eliminations Consolidated
AT AT AT T T AT AT
HK$°000 HK$'000 HK$°000 HK$'000 HK$'000 HK$°000 HK$'000
Half-year ended
30 June 2014
Net interest income
- external (35,243) 243,976 241,122 - 449,855 - 449,855
- inter-segment 147,580 (23,959)  (123,621) - - - -
112,337 220,017 117,501 - 449,855 - 449,855
Net fee and commission
income/(expense) 87,307 34,819 (168) - 121,958 - 121,958
Net trading gain/(loss)
9,505 5,739 (5,243) (7,722) 2,279 - 2,279
Net gain on financial
instruments designated at fair
value through profit or loss - - 870 - 870 - 870
Other operating income - 342 - 20,330 20,672 (11,230) 9,442
Net operating income before
impairment allowances 209,149 260,917 112,960 12,608 595,634 (11,230) 584,404
Net reversal/(charge) of
impairment allowances 1,014 (2,138) B B (1,124) - (1,124)
Net operating income 210,163 258,779 112,960 12,608 594,510 (11,230) 583,280
Operating expenses (127,260) (48,537) (4,071) (27,448) (207,316) 11,230 (196,086)
Operating profit/(loss) 82,903 210,242 108,889 (14,840) 387,194 - 387,194
Net gain from fair value
adjustments on
investment properties - - - 9,000 9,000 - 9,000
Profit/(loss) before taxation 82,903 210,242 108,889 (5,840) 396,194 - 396,194
At 31 December 2014
Assets
Segment assets 8,190,707 22,478,608 19,858,523 1,638,414 52,166,252 - 52,166,252
Liabilities
Segment liabilities 33,959,121 10,866,445 761,497 289,049 45,876,112 - 45,876,112
Half-year ended
30 June 2014
Other information
Capital expenditure - 1,189 - 697 1,886 - 1,886
Depreciation 1,980 1,943 50 7,728 11,701 - 11,701
Amortisation of securities - - 32,882 - 32,882 - 32,882
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Notes to the Interim Financial Information (continued)

33. Segmental reporting (continued)

(b) EHEEIREY (b) By geographical area

PUNE R RS = The following information is presented based on the principal places of operations:
BRI
FEEGEHZ 2015426 H 30 H PELEEE 2014426 H 30 H
Half-year ended 30 June 2015 Half-year ended 30 June 2014
TRHUBE BAsLAT HEHURAE P
LR RH,/ e : *E;j
RBUA (BB FECEUTA it
Net operating Net operating fi
income before Profit/(loss) income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT T BT T BT
HK$’000 HK$°000 HK$’000 HK$’000
A Hong Kong 546,524 511,676 490,417 325,298
el E7aSpiiA Mainland of China 83,665 (226,157) 93,987 70,896
&at Total 630,189 285,519 584,404 396,194
R 201546 § 30 H 2014412 531 H
At 30 June 2015 At 31 December 2014
HEE JERBIEE R IERBYARE
Non-current Non-current
Total assets assets Total assets assets
AT AT AT T AT T
HK$’000 HK$’000 HK$°000 HK$’000
Eik Hong Kong 51,181,175 1,700,426 48,976,611 1,638,965
o B Y Mainland of China 3,375,252 7,099 3,189,641 8,237
&5t Total 54,556,427 1,707,525 52,166,252 1,647,202
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TRITRAEECHES - 2
T M R A R AR I s A
FRMU 4 R A R TR
1 -

RE

Assets

74 £ Fl Derivative financial

TEA instruments
Hith&#E  Other assets

4t Total
i=Ci-t Liabilities

£7 4 4§ Derivative financial

TE instruments
Hr&ffF Other liabilities

szt

Total

34. Offsetting financial instruments

Notes to the Interim Financial Information (continued)

The following tables present details of the Group’s financial instruments subject to

offsetting, enforceable master netting arrangements and similar agreements.

201546 A 30 H
At 30 June 2015

REREESERTHEHZ

THRREAE

Related amounts not set

o off in the balance sheet
 REEAERT
CHEESE EHNEmmsm NEESERTI EUE
BEGE B SRNSREEIRE ERTH B bz
Gross Gross amounts of  Net amounts of
amounts of recognised financial assets
recognised financial liabilities presented in the Cash
financial set off in the balance Financial collateral Net
assets balance sheet sheet _instruments received amount
BT BT BT BT BT B¥TOT
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000 HK$’000
2,300 - 2,300 (2,300) - -
512,249 (384,155) 128,094 - - 128,094
514,549 (384,155) 130,394 (2,300) - 128,094
201546 §30H
At 30 June 2015
FERBEEBERTEHZ
el
Related amounts not set
off in the balance sheet
-t e L
CHZERE BN Ol REEAMERTT e
= Higet] HEGE TNSRARsE SRTH B b
Gross Gross amounts of  Net amounts of
amounts of recognised financial liabilities
recognised financial assets presented in the Cash
financial set off in the balance Financial collateral Net
liabilities balance sheet sheet _instruments pledged amount
BT BT BT BT BETIT BT
HK$°000 HK$’000 HK$°000 HK$°000 HK$000 HK$°000
16,152 - 16,152 (2,300) - 13,852
655,787 (384,155) 271,632 - - 271,632
671,939 (384,155) 287,784 (2,300) - 285,484
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BE Assets

744 Fhl  Derivative financial
TE instruments

H&E Other assets

QEGT Total

=i Liabilities

74 4 g Derivative financial
TH instruments

Hih& & Other liabilities

4EET Total

AR SEETHRSIMTAE L
B G RGE RAEh  4
S BB EERE
> BRI 2 5T 2 AHRH 40
ARG

Notes to the Interim Financial Information (continued)

34. Offsetting financial instruments (continued)

2014412 H 31 H
At 31 December 2014

FENEERBERPHE
isla s
Related amounts not set off
in the balance sheet

PEREARRTS
iR > Oisiem NAEAEES] B
AR SRR RIEREE R SRITH S X A
Gross Gross amounts of Net amounts of
amounts of recognised financial assets
recognised financial liabilities ~ presented in the Cash
financial set off in the balance Financial collateral Net
assets balance sheet sheet instruments received amount
BT BT AT BT BT BT
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
15,808 - 15,808 (15,808) - -
484,224 (342,692) 141,532 - - 141,532
500,032 (342,692) 157,340 (15,808) - 141,532
2014412 H 31 H
At 31 December 2014
FHENEEABRTIRE
THEAEH
Related amounts not set off
e i in the balance sheet
REEAliRE
CHsTER B CHRem NHEEARETTY [Wtiiciig
B BEME RS ERTE i R
Gross Gross amounts of Net amounts of
amounts of recognised financial liabilities
recognised financial assets set  presented in the Cash
financial  off in the balance balance Financial collateral Net
liabilities sheet sheet instruments pledged amount
BT BT BT BT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
22,335 - 22,335 (15,808) - 6,527
351,191 (342,692) 8,499 - - 8,499
373,526 (342,692) 30,834 (15,808) - 15,026

For master netting agreements of OTC derivative 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)

35. FEEFREALZS 35. Significant related party transactions

o EE A B NI B B 5 o 2
TR EAREEAE (T
1) HeEiE A =] e
EREAREELT (TE
&) KBS R
TEIERAT - BABEEE T
il -

() BEAFREGATE
il 2 EoAh S EETTEY

X5
AT ¢

AR 2 R A
SEPERE R M P ERE
32 PSR T -

Ve 5 2 P B BRTT 2 PR
ACIRVIS =Lt i)
J@& A E] i RS
EESREEHESN
BIRBE AT -

b B Y L Y S G

AR -
AR IR SR Th B

PRSI T SR TR TS
o BAAEEK - TR
BEREWETHERS -

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

(a) Transactions with the parent companies and the other companies
controlled by the parent companies
General information of the parent companies:
The Group’s immediate holding company is BOCHK, which is in turn controlled by

BOC.

Central Huijin is the controlling entity of BOC, and it is a wholly-owned subsidiary of
CIC which is a wholly state-owned company engaging in foreign currency investment
management.

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

The Group enters into banking transactions with these entities in the normal course
of business which include loans, investment securities and money market
transactions.
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Notes to the Interim Financial Information (continued)

35. FEEREALIS 35. Significant related party transactions (continued)
€:-))

@

BB R EE
il 2 Fofth 2 AT HY
Ra (&)

KRSy BA B SRAT HE AT
HIZE 55 B BT 50
& o 4 2015 4£ 6 A 30
H - 752 B B R R e
AT BSR AT R IH AR o
Rl By 3,502,220,000
JC (2014 4 12 H 31
H : ## 4,577,638,000
IT) K 600,579,000
JC (2014 4 12 H 31
H @ ## 87,992,000
TC )° 2015 4F | pApgd
B SR A7 R AR L S 5
TP EAERU AR Z
B oy B R B
60,035,000 7T ( 2014 4F.
B EF &g
74,641,000 7T) Kk
2,944,000 ¢ (2014 4F
EAE - HsHE 403,000
JC) e

Ry B S 2
HA AR AR E &
FA{Ek - It 2015 4. 6 H
30 H - ALEEIHRRIHE
wowm o OB K
1,907,077,000 5t ( 2014
12 F 31 H &
2,691,662,000 7T ) ©
2015 4 FA4AREEIRE A ]
Rl EL A F R UL
SR A AT
o owm s B K
13,147,000 7T ( 2014 £
£ FEF HE
17,257,000 7t ) *

B b aihe RS » BLECA B
KN E BN EHER 2 H
A EREARE AL S -

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

controlled by the parent companies (continued)

The majority of transactions with BOC arise from money market activities. As at 30
June 2015, the related aggregate amounts due from and to BOC of the Group were
HK$3,502,220,000 (31 December 2014: HK$4,577,638,000) and HK$600,579,000 (31
December 2014: HK$87,992,000) respectively. The aggregate amounts of income and
expenses of the Group arising from these transactions with BOC for the first half of
2015 were HK$60,035,000 (first half of 2014: HK$74,641,000) and HK$2,944,000 (first
half of 2014: HK$403,000) respectively.

The majority of transactions with other companies controlled by the parent companies
arise from deposits from customers. As at 30 June 2015, the related aggregate
amount of the Group was HK$1,907,077,000 (31 December 2014:
HK$2,691,662,000). The aggregate amount of expenses of the Group arising from
these transactions with other companies controlled by the parent companies for the
first half of 2015 was HK$13,147,000 (first half of 2014: HK$17,257,000).

Save as disclosed above, transactions with other parent companies and the other
companies controlled by the parent companies are not considered material.
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35. FE>ERE AL S 35. Significant related party transactions (continued)
€:-))

(b) BB TR - (AT (b) Transactions with government authorities, agencies, affiliates and other
T B AR R B R state controlled entities
HIEHIERNRS
i EE A B 3 R B 7% e The Group is subject to the control of the State Council of the PRC Government
i TRy R Vg AR through CIC and Central Huijin, which also directly or indirectly controls a significant
BB HoZeh > o AR number of entities through its government authorities, agencies, affiliates and other
S 18] (85175 e 7 4 288 state controlled entities. The Group enters into banking transactions with government
JFHRS ~ FOERAE - authorities, agencies, affiliates and other state controlled entities in the normal course
T e HoAth B A 25 of business at commercial terms.
CAERCEARESA PN

A ET G - AT R — ik
PR SERAREL BT A (X
LR IR e B oAt
B A T AT R A
IRTTEIEACS

B S EEEAR IR These transactions include, but are not limited to, the following:

ATRFI&IE ¢

- fEE S RS RIEE - lending, provision of credits and guarantees, and deposit taking;
FIREZ AR

- IRITHEZEZFR 4 - inter-bank balance taking and placing;
5 5

- HE - EBE - w8 ME - sales, purchase, underwriting and redemption of bonds issued by other state
o] F L At B A R controlled entities;
BEFT# T 2 (855

- BRI - PERK R AHRR - rendering of foreign exchange, remittance and investment related services;
&R

- RMEEES D K - provision of fiduciary activities; and

- BEEAIESE - OET - purchase of utilities, transport, telecommunication and postage services.

B~ w5 B -
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35. FE>EFRE AL S 35. Significant related party transactions (continued)
€:-))

(c) FEEREBAER (c) Key management personnel

THEE AN BZERL Key management personnel are those persons having authority and responsibility
B E o E Ry for planning, directing and controlling the activities of the Group, directly or indirectly,
KRS ~ FEE R including directors and senior management. The Group accepts deposits from and
ZEEEEB AL grants loans and credit facilities to key management personnel in the ordinary
BIEEERSEEEAN course of business. During both the current and prior periods, no material
g - KEBEFIEFER transaction was conducted with key management personnel of the Bank and its
TEESTIESEAR holding companies, as well as parties related to them.

FRRR ) He i SR R
EERE - PRHIA T
W RN A BA
HRAT R HARERE N E 2 £
ESE TN @R E h
NEHETERRLS -

TESRANEZHINO The compensation of key management personnel is detailed as follows:
T
FEEEE PARGEE 2
2015 4 2014 /F
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2015 2014
BT HERETTT
HK$°000 HK$'000
HE - B EEIE T Salaries, other short-term employee
TEF FB AR AEF benefits and post-employment benefits 4,525 4,512
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36. BEkE

TRINHAEEANEE
o~ BB G A
AR E L Z EES
R aH - SIS HUARHEE
BHMEEN Z 2% 5 #)
THVEZAERIMAREL -

36. Currency concentrations

completion instructions for the HKMA return of foreign currency position.

201546 A 30 H
At 30 June 2015

Notes to the Interim Financial Information (continued)

The following is a summary of the Group’s major foreign currency exposures arising from
trading, non-trading and structural positions and is prepared with reference to the

AT EE
Equivalent in thousand of HK$

e BREE HE BT gy AR®  HMME SN

Other Total

us Japanese Australian  Pound foreign foreign

Dollars Euro Yen Dollars Sterling Renminbi currencies currencies

WEERE Spot assets 12,793,452 205,813 23,523 1,017,015 180,352 11,579,036 502,697 26,301,888

HEAH Spot liabilities (6,382,323) (305451)  (49,760) (995688) (178,514) (11,712,546) (497,019) (20,121,301)

BIAE A Forward purchases 854,182 104,279 318,431 1,788 609 21,758 120,738 1,421,785

EHAE H Forward sales (6,931,181) (4,322)  (289,960)  (20,142) (2,133)  (48,695) (125,643) (7,422,076)
&/ (5) B85 Net long/(short)

position 334,130 319 2,234 2,973 314 (160,447) 773 180,296

SERE M B R EE Net structural position 978,376 978,376

2014412 5 31 H
At 31 December 2014
BT ITEE
Equivalent in thousand of HK$

E0 HERR EREE MBI WTEET AR HAsNE SR

New Others Total

us Swiss Australian  Zealand foreign foreign

Dollars Francs Euro Dollars Dollars Renminbi currencies currencies

HE&RE Spot assets 14,360,593 6,570 316,544 1,141,173 393,476 12,138,813 332,940 28,690,109

HEaE Spot liabilities (6.731,667)  (24,822) (385,640) (1,083,815) (397,673) (11,762,183) (353,693 (20,739,493)

EHEA Forward purchases 1,054,339 20951 119,730 477 12,038 13217 180,084 1,400,836

A Forward sales (8,377,220) (196)  (49.460)  (52,909) (6,383)  (435,783)  (158,793) (9,080,744)
&/ (5) #9H Net long/(short)

position 306,045 2,503 1,174 4,926 1,458 (45,936) 538 270,708

ERSMEE P Net structural position - - - 892,015 - 892,915
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37. R ERE 37. International claims

PUF 4 52 BB A R RIS The below analysis is prepared with reference to the completion instructions for the HKMA
IRTTESA 2 EERRE return of international banking statistics. International claims are exposures to counterparties
ARSI 4REY - B4 (& other than local claims in local currency on which the ultimate risk lies, and are derived
FE R BLFE DAAS #6582 according to the location of the counterparties after taking into account the transfer of risk.
FY A (EHE - W eI 3s 5 For a claim guaranteed by a party situated in a country different from the counterparty, the
¥R T AR S risk will be transferred to the country of the guarantor. For a claim on an overseas branch of a
& DA B F 2 B 4 bank whose head office is located in another country, the risk will be transferred to the
FRAEHTHIE 73 f - B (B country where its head office is located. Claims on individual countries or areas, after risk
EOR NPT 1E 3 B 2T B ¥ transfer, amounting to 10% or more of the aggregate international claims of the Group are
FITAE S » Pl JE B i i% shown as follows:

EERANZ AT, - e
JBEHATZIBIMIAT - HE bR
I SRS 2 R TT 48T
FITAEM « A SRR 51 B 5
Bl I H B AT R A
TR AGERPEFEAEEE 10%8K

DA b fEELEEEIT
R20154£6 H30H
At 30 June 2015
FESRITRANIESE
Non-bank private sector
FESAT SRl R
T BT SRS TS HEET
Non-bank
Official financial Non-financial
Banks sector institutions private sector Total
BT BT BT BT BETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
o [5] A Mainland of China 10,810,000 44,000 - 3,866,000 14,720,000
Hi Hong Kong 542,000 - - 5,916,000 6,458,000
4=t Total 11,352,000 44,000 - 9,782,000 21,178,000
(EF))
(Restated)
2014412 531 H
At 31 December 2014
FEERITRA AR RS
Non-bank private sector
B FEIRTT el
SRIT EWiL ERbE LIVNG i dast
Non-bank
Official financial  Non-financial
Banks sector institutions _ private sector Total
BETL BT BETT BT I
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
o [e] AT Mainland of China 11,922,000 42,000 - 3,826,000 15,790,000
T Hong Kong 771,000 - - 6,198,000 6,969,000
4Ezt Total 12,693,000 42,000 - 10,024,000 22,759,000
LE# T E YT DA The comparative amounts have been restated to conform with the current period’s
SR HRE - presentation.
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38. JESRfTRYAHEEFE&IE 38. Non-bank Mainland exposures

EHESRTTAS S FRY N HEAR The analysis of non-bank Mainland exposures is based on the categories of non-bank
B E s R IE > i T2 I8 E counterparties and the type of direct exposures with reference to the completion
RN ZE R 2 &8 F T instructions for the HKMA return of Mainland activities, which includes the Mainland
HEIRIE RS 2 AR B K exposures extended by the Bank only.

ER SR - Phik
BT R ASRAT Z Pt U K
¥ -

R 201546 B30 H
At 30 June 2015

REAR HEAR

SRS e 30 ¥] RIMY
HE BRI BT GEERRRE
ltems in On-balance Off-balance
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT BT
HK$’000 HK$’000 HK$’000

FREUR ~ HOLBUREREATY Central government, central
g - HifE AT NEE government-owned entities and their

3% subsidiaries and joint ventures 1 5,034,376 2112 5036488
HOTER ~ HOTEUNEEATY  Local governments, local

R - HitBdA AT aE government-owned entities and their

3% subsidiaries and joint ventures 2 2,379,547 10571 2,390,118
RSN EREEMFEE  PRC nationals residing in Mainland

WL IR - HEEA or other entities incorporated in

"R EERE Mainland and their subsidiaries and
joint ventures 3 4,233,193 989,802 5,222,995
NEFEME s —Igh gy Other entities of central government
TF B Eo At i not reported in item 1 above 4 542,874 - 542,874
NEFEIE FEE I8 J5E;  Other entities of local governments not
JF PRy LAt AR reported in item 2 above 5 ) ; )

FEFEEEINERETESNE  PRC nationals residing outside
TR - AR Mainland or entities incorporated
(535 outside Mainland where the credit is
granted for use in Mainland 6 1,367,790 116,435 1,484,225
HAixr ZEFmEmE&E  Other counterparties where the
R R ISR T P HE exposures are considered to be

HRKIE non-bank Mainland exposures 7 425,763 - 425,763
QG Total 8 13,983,543 1,118,920 15,102,463
HUREF SR 0TE ELERE Total assets after provision 9 54,347,126

LEEAEENNEREIE On-balance sheet exposures as
(G FEYEEE T 43 EE percentage of total assets 10 25.73%
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38. JESRTTRYAHEERE&IE 38. Non-bank Mainland exposures (continued)
€y

2014412 H31 H
At 31 December 2014

HEAR BEAM

ERWE BN MY
HE BRI ERRE SRR
ltems in On-balance  Off-balance
the HKMA sheet sheet Total
return exposure exposure exposure
AT T AT T BT
HK$'000 HK$'000 HK$'000

FRER - HOLBUREREATY  Central government, central

Wi - HitB AT REE government-owned entities and their

e subsidiaries and joint ventures 1 5,078,737 97,678 5,176,415
HOTER ~ HOTEUEEARY  Local governments, local

Wi - HitB AT REE government-owned entities and their

3% subsidiaries and joint ventures 2 1,937,784 124,034 2,061,818
g NEEEHAFEE  PRC nationals residing in Mainland

WEE IR - HHEA or other entities incorporated in

" R EERE Mainland and their subsidiaries and
joint ventures 3 3,649,067 864,699 4,513,766
NEFEIE FtsE—Ig iy Other entities of central government
JF N HE At fRE not reported in item 1 above 4 142,674 - 142,674
TEFEIE_FAEE I8 J5E; - Other entities of local governments not
R EAt % reported in item 2 above 5 ) } )

R NEREFESMNE  PRC nationals residing outside
TR - AR Mainland or entities incorporated
(535 outside Mainland where the credit is
granted for use in Mainland 6 1,340,875 309,733 1,650,608
HAxr ZEFmEmE&E  Other counterparties where the
R R ISR TR P HE exposures are considered to be

HRIE non-bank Mainland exposures 7 437,413 5,900 443,313
4E=t Total 8 12,586,550 1,402,044 13,988,594
IR 18 AEHE Total assets after provision 9 51,960,655

EEABERANAE A  On-balance sheet exposures as
(S EEYREE percentage of total assets 10 24.22%
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39. FFETEHRG#EAIE  39. Compliance with HKAS 34

34 52
B ZE 2015 4F FRAEIERTR The unaudited interim financial information for the first half of 2015 complies with HKAS 34
KESHH M B E RS E “Interim Financial Reporting” issued by the HKICPA.

G AR
G ERSE 34 5% T op
AR, 2K

40. AEEH 40. Statutory accounts
[ o HH 2 45 5 BT B R The information in this Interim Report is unaudited and does not constitute statutory
KEFETERL WA EE accounts. The statutory accounts for the year ended 31 December 2014 have been
EH - #Z 2014 £ 12 H delivered to the Registrar of Companies and the HKMA. The auditor expressed an
31 HiEZAERH » B34 unqualified opinion on those statutory accounts in the report dated 17 March 2015.

ENFERMEREER &
BeEmRY 2015 4£ 3 4 17 H
R OEE IR H 2 i fh
BB RAVBImES -
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BB HE

RS BRI Bl o
HERMTARATEEY
(P BRI TR A F)

55
AAZEET (DUT R TR 2FRT
N 14 £ 114 HYh B R It
A B R R R K RTT AR A E]
(TEST DRHEFAF(EHE SEH )
7+ 2015 4 6 H 30 HIVfH SO EEA
ERBEZEZ O 6 H IR R
T e - RGeS LR -
Bl e B MEN MRS AR E
20 DUREABREAERE -

HITEFARTRBE G AIAE
TR E G RTEAIZE 34 5% P
e ) (T EEEEHEAEE 34 5% ) R
FEZ ST B E R - HPIREER
BRI R S T A B AR E
Gham - WM HERER e E R B E S
s > BRI Z MRS B H A -
BAIR Gt A S R A A T HAt A
LE EEORIEEMEE -

FHEEE
WFEREE B G TN G R & &
FRIAERISE 2410 5% " HE RSB
BT o AR S b e (TR - 3
3] e S 7 M o e & B S A
GETEBIABIE AR REM AT
T AR RIREFE - FBIAVH R BRI ST
AFEET AT AT AVEE Ry BOTRE
ST R T AIR RIS FE ST P AT A
WHBIFTA RS - Hib - BT g
BRFAEA -

&ham

IR AMIAER - BTG REER R
I STAVEE T I B SR S AT
EARARIEE B R 34 SR -

oK GRS
BE G
% 20154E8 H 12 H

INDEPENDENT REVIEW REPORT

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF

CHIYU BANKING CORPORATION LIMITED

(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 14 to 114,
which comprises the condensed consolidated balance sheet of Chiyu Banking
Corporation Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at
30 June 2015 and the related condensed consolidated income statement, the
condensed consolidated statement of comprehensive income, the condensed
consolidated statement of changes in equity and the condensed consolidated cash
flow statement for the six-month period then ended, and other explanatory notes.

The directors of the Bank are responsible for the preparation and presentation of
this interim financial information in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants. Our responsibility is to express a
conclusion on this interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Scope of review

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

Conclusion

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

Ernst & Young
Certified Public Accountants
Hong Kong, 12 August 2015
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FAE
1. AT ZHIBAE

ASRATH A=Y AR IS

Additional Information

1. Subsidiaries of the Bank

The particulars of our subsidiaries are as follows:

W
T CRTTIEUE BeA FrA L TR
Place and date of
Name incorporation/operation  Issued share capital Interest held Principal activities
ERIT (REA) AIRAE Lo piliean) 100% FRERAR IS S A B
1981411 H3H 100,000 #&T
Chiyu Banking Corporation Ordinary shares 100% Nominee service and
(Nominees) Limited 3 November 1981 HK$100,000 investment holding
MIEEHRARAT Lopiliean) 100% e ISR INEUE S
1961412 11H 2,800,000 7T THE
Seng Sun Development Ordinary shares 100% Investment holding and
Company, Limited 11 December 1961 HK$2,800,000 leasing of properties
to group companies
fICRAIRAE Lopiliean) 100%* B
200145 H4H 2 Bt
Grace Charter Limited Ordinary shares 100%* Investment holding

AP TR A I

HK$2

* Shares held indirectly by the Bank

2. &FE (8817 (EE) 2. Compliance with the Banking (Disclosure) Rules
AT

AREFS Z P IEERSE

=

3%

CERATEMRBI) THT (3R
(¥ee) HAT) A%
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TEE

Branch Network

paRE

BRANCH (Br.)

A
ADDRESS

BHE

HONG KONG ISLAND

HEST

Central Br.

hl==ba X
North Point Br.

BIT5T
Wanchai Br.

3BT

Sheung Wan Br.

PHEIAT

Western Br.

ORI TT
Quarry Bay Br.

TN
Aberdeen Br.

EABRIRERE S 78 5f
No. 78 Des Voeux Road Central, Central, H.K.

EHILAYLEE 390-394 5EH T
G/F, No. 390-394 King's Road, North Point, H.K.

T AEEFHERE 323-331 9t C #1 D &
Shop C & D, G/F, No. 323-331 Hennessy Road, Wanchai, H.K.

F FIBEEAE T 315-319 SRt T 3 SR
Shop 3, G/F, No. 315-319 Queen’s Road Central, Sheung Wan, H.K.

H B £ 5 REPY 443-445 SR T 13 i

Shop 13, G/F, No. 443-445 Queen's Road West, Western District, H.K.

EHMIFURIL R 967-967A M T
G/F, No. 967-967A King's Road, Quarry Bay, H.K.

THATBITAE 138-140 580 T~
G/F, No. 138-140, Aberdeen Main Road, Aberdeen, H.K.
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TELEPHONE

2843 0187

25706381

2572 2823

2544 1678

2548 2298

28113131

2553 0603
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fTéEss (8

Branch Network (continued)

T
BRANCH (Br.)

A
ADDRESS

JuE
KOWLOON

LLH 1T
Hung Hom Br.

BE T
Kwun Tong Br.

T T
Sham Shui Po Br.

HoH R 1T
San Po Kong Br.

SRR 1T
Yau Ma Tei Br.

FHUEEIT

Castle Peak Road Br.

JUREE ST
Kowloon Bay Br.

LB

Tokwawan Br.

BEST
Tsz Wan Shan Br.

JUREAL TR - 23-25 ST
G/F, No. 23-25 Gillies Avenue South, Hung Hom, Kin.

JLBEE I E 398-402 SRS A Ay
Unit A, G/F, No. 398-402 Kwun Tong Road, Kin.

JUHEZ/K 7515 a8 235-237 ST
G/F, No. 235-237 Laichikok Road, Sham Shui Po, Kin.

JURERTH el B T 61-63 ST
G/F, No. 61-63 Hong Keung Street, San Po Kong, Kin.

JURER_ IR 117-119 SEHN
G/F, No. 117-119 Shanghai Street, Yaumatei, Kin.

TBEZKISFH LS 226-228 55T
G/F, No. 226-228 Castle Peak Road, Sham Shui Po, Kin.

JURESUREE ST REEE M T 10 K2 10A i

Shop 10 & 10A, G/F, Kai Lok House, Kai Yip Estate, Kowloon Bay, Kin.

JUBE I IEE 78-80W ST 11-13 5
Shop 11-13, G/F, No. 78-80W To Kwa Wan Road, Kin.

JUBEZEE LU0 7 1 7T03A 5
Shop 703A, 7/F, Tsz Wan Shan Shopping Centre, Kin.
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TELEPHONE

2362 0051

2343 4174

2789 8668

2328 5691

2332 2533

2720 5187

2796 8968

27656118

2322 3313
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Branch Network (continued)

ZARREZL: Mtk B

BRANCH (Br.) ADDRESS TELEPHONE

5

NEW TERRITORIES

BRI 1T WrF P22 E S HAAN.D.S N & 1 f# N-125 &

Tuen Mun Br. Shop N-125, Level 1, Zone N, H.A.N.D.S, On Ting Estate, Tuen Mun, N.T. 3988 9508

ST T SRS T DR T 1 SR

Kwai Hing Estate Br. Shop 1, G/F, Hing Yat House, Kwai Hing Estate, Kwai Chung, N.T. 2487 3332

RIFRAB31T HT SRR 2RI T 112-114 S

Tai Po Tai Wo Estate  Shop 112-114, G/F, On Wo House, Tai Wo Estate, Tai Po, N.T. 2656 3386

Br.

FESCCRE 31T PR S EE S ARG T 5A S5

Belvedere Garden Br.  Shop 5A, G/F, Belvedere Square, Belvedere Garden Phase 3, Tsuen Wan, 2411 6789
N.T.

EWNTT SR DI 131-135 Bt |

Tsuen Wan Br. G/F, No. 131-135 Sha Tsui Road, Tsuen Wan, N.T. 3988 9518

PYHMERSE T FrF D ARSI ES 1M 7 SR

Shatin Sui Wo Court Br. Shop F7, 1/F, Commercial Centre, Sui Wo Court, Shatin, N.T. 2601 5888

Bl T S EILTERCE S EILEDS 3 4 313 SR

Ma On Shan Br. Shop 313, Level 3, Ma On Shan Plaza, Bayshore Towers, Ma On Shan, 2640 0733
N.T.

T SR R I (R i (R R 5 2 18 238 5

Sheung Tak Estate Br. Shop 238, 2/F, Sheung Tak Shopping Centre, Sheung Tak Estate, 2178 2278
Tseung Kwan O, N.T.

R P

THE MAINLAND OF CHINA

B3 1T HEEEAEMTTERES 861 5 148 111-113 Hit

Xiamen Br. Unit 111-113, 1/F, No. 861 Xiahe Road, Xiamen, Fujian Province, China  (86-592) 585

7690
BEIAT HEtEEE BT EEESEEILE 68-71 5%
Xiamen Jimei Sub-Br.  No0.68-71, Lehai Bei Li, Jimei District, Xiamen, Fujian Province, China (86-592) 619
3300

LT HHEE A E T B E RS 170 5% 9 554 17 Jg 1702E R 1703A =

Guanyinshan Sub-Br.  Unit 1702E & 1703A, No. 9 Building, No. 170 Tapu East Road, Siming (86-592) 599
District, Xiamen, Fujian Province, China 0520

WINDAT HHEE A RN T RS 210 SREIEAE 1%

Fuzhou Br. 1/F, International Building, No. 210 Wusi Road, Fuzhou, Fujian Province, (86-591) 8781
China 0078
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