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Financial Highlights

201746 H30H 201646 H 30 H
30 June 2017 30 June 2016

2016 212 H 31 H
31 December 2016

BN EE For the period/year ﬁﬁt{g ’ﬁf’;ﬁgg ﬁlﬁiﬁ%
FEHUREERF AT 2 5482t A Net operating income before impairment
allowances 577,583 666,855 1,305,763
iyl Operating profit 350,687 426,364 783,390
R AT A Profit before taxation 357,139 414,475 768,623
HAR, AR Profit for the period/year 294,164 350,274 651,859
EE R At period/year end ﬁﬁt{g ﬁﬁi&g ’ﬁgﬁ;—gg
WA RS Capital and reserves 7,267,641 6,700,080 6,876,532
LT R SUE A Issued and fully paid share capital 300,000 300,000 300,000
B Total assets 63,441,193 56,185,994 54,108,532
AR Financial ratios % % %
SErgLE R Return on average total assets * 1.03 1.29 1.18
SR R SR e [ R 2 Return on average shareholders’ equity > 8.39 10.71 9.78
AU ALER Cost to income ratio 37.13 33.20 35.11
EpthR Loan to deposit ratio 70.92 65.12 67.72
RENE SR T Average value of liquidity coverage ratio *
ool First quarter 181.56 151.84 151.84
E_FE Second quarter 177.51 149.42 149.42
GE AL ® Total capital ratio ° 17.65 18.58 19.61
NP vl

1. PR

= Profit for the period/year

Return on average total assets H & FE4a%E - {E

2. VAT

Return on average shareholders’ equity

3. BFEILRUM EREFHEER R - BhE 3

R -

4. REEEELROPIIER UGS &R 4
FoAAREE BRITSE CRENE) BRI Kda s
SRERR ((SER ) REEFREE KRB
T2 AR BN T4, -

5. GEEALLRIIIE (RT3 GEA) MAD Fdz 5.
BB E R B A TR A SRT AR I
BN TR AT & G5 -

Daily average balance of total assets

AR A
= Profit for the period/year

AR < A 1 ) B /PR BRIy 9

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 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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Condensed Consolidated Income Statement

CREFEsT) (CR&kE=T)
(Unaudited) (Unaudited)
FELER FHGEEE
2017 &£ 2016 &+
6 H30H 6 H30H
Half-year ended Half-year ended
FiesE: 30 June 30 June
Notes 2017 2016
BRI AT
HK$’000 HK$’000
Interest income 604,239 568,701
Interest expense (179,903) (167,135)
Net interest income 5 424,336 401,566
Fee and commission income 158,130 155,348
Fee and commission expense (9,545) (9,046)
Net fee and commission income 6 148,585 146,302
Net trading (loss)/gain 7 (3,665) 27,082
Net gain/(loss) on financial instruments
designated at fair value through profit or loss 1,581 (1,736)
Net gain on other financial assets 2,742 84,387
Other operating income 4,004 9,254
Net operating income before impairment
allowances 577,583 666,855
Net charge of impairment allowances 10 (12,428) (19,079)
Net operating income 565,155 647,776
Operating expenses 11 (214,468) (221,412)
Operating profit 350,687 426,364
Net gain/(loss) from fair value adjustments on
investment properties 12 5,750 (10,390)
Net gain/(loss) from disposal/revaluation of
properties, plant and equipment 13 702 (1,499)
Profit before taxation 357,139 414,475
Taxation 14 (62,975) (64,201)
Profit for the period 294,164 350,274

Dividends 15 -

The notes on pages 8 to 97 are an integral part of this interim financial information.
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%8 £ 97 HZIffsEm AT s Ek 2
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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

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

CREFE:T) (R&EE:T)
(Unaudited) (Unaudited)
FEEHRE FEGEEE
2017 4§ 2016 4F

6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT AT
HK$°000 HK$'000
294,164 350,274
14,111 (40,817)
(1,208) 7,969
12,903 (32,848)
54,945 26,401
(2,800) (84,456)
(6,515) (1,287)
45,630 (59,342)
38,412 (17,515)
84,042 (76,857)
96,945 (109,705)
391,109 240,569
391,109 240,569

The notes on pages 8 to 97 are an integral part of this interim financial information.
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Condensed Consolidated Balance Sheet

ASSETS

Cash and balances with banks and other financial

institutions

Placements with banks and other financial institutions

maturing between one and twelve months

Financial assets designated at fair value through

profit or loss
Derivative financial instruments
Advances and other accounts
Investment in securities
Investment properties
Properties, plant and equipment
Deferred tax assets
Other assets

Total assets

LIABILITIES

Deposits and balances from banks and other
financial institutions

Derivative financial instruments

Deposits from customers

Other accounts and provisions

Current tax liabilities

Deferred tax liabilities

Total liabilities

EQUITY

Share capital
Reserves

Total equity

Total liabilities and equity

CR&&EET) (&&ET)
(Unaudited) (Audited)
2017 & 1A 2016 4

6 H30H 12 31 H

Bt At 30 June At 31 December
Notes 2017 2016
BT AT

HK$’000 HK$'000

16 9,261,616 5,274,371
1,368,603 1,037,868

17 356,203 653,943
18 101,760 99,435
19 35,531,102 31,137,452
20 14,278,503 13,387,676
21 209,610 203,860
22 1,538,152 1,532,373
26 55,446 60,452
23 740,198 721,102
63,441,193 54,108,532
5,796,793 1,004,055

18 24,702 16,971
24 49,659,034 45,437,620
25 452,715 557,688
71,339 55,879

26 168,969 159,787
56,173,552 47,232,000

27 300,000 300,000
6,967,641 6,576,532

7,267,641 6,876,532
63,441,193 54,108,532

The notes on pages 8 to 97 are an integral part of this interim financial information.
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ARG ERBER

Condensed Consolidated Statement of Changes in Equity

CR&EET)
(Unaudited)
B AR R
Attributable to equity holders of the Group
AR E
FEEM  EHHATE
[EZN =47 Bl ERE R MR EHF R Mgt
Reserve for
fair value
changes of
Premises available-
Share revaluation for-sale Regulatory Translation Retained
capital reserve securities reserve* reserve earnings Total
BHETT BT BT AT BT BT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
~2016 21 H 1 H At 1 January 2016 300,000 1,161,107 84,815 223,259 2,774 4,687,556 6,459,511
il Profit for the period - - - - - 350,274 350,274
HoAth 2 mES - Other comprehensive
income:
BE Premises - (32,848) - - - - (32,848)
w S Available-for-sale
securities - - (59,342) - - - (59,342)
Bl R Currency translation
difference - - (321) - (17,194) B (17,515)
ST HEEH Total comprehensive
income - (32,848) (59,663) - (17,194) 350,274 240,569
RS BT EOR Transfer from retained
earnings - - - 5,616 - (5,616) -
2 Dividends R R R R R _ )
J> 2016 426 H 30 H At 30 June 2016 300,000 1,128,259 25,152 228,875 (14,420) 5,032,214 6,700,080
22016 4E7 H1H At 1 July 2016 300,000 1,128,259 25,152 228,875 (14,420) 5,032,214 6,700,080
HAP R Profit for the period - - - - - 301,585 301,585
Hofth 4R Other comprehensive
income:
SR Premises - (220) - - - - (220)
w RS Available-for-sale
securities - - (67,634) - - - (67,634)
B S Currency translation
difference - - (993) - (56,286) - (57,279)
el ko] Total comprehensive
income - (220) (68,627) - (56,286) 301,585 176,452
L H B Transfer from retained
earnings - - - 1,148 - (1,148) -
;&3] Dividends R R R R R R -
2016 4212 H 31 H At 31 December 2016 300,000 1,128,039 (43,475) 230,023 (70,706) 5,332,651 6,876,532
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B EMERSEEIR  Condensed Consolidated Statement of Changes in Equity
(&) (continued)

(R
(Unaudited)
BRI AR
Attributable to equity holders of the Group
Tk
FEEf EHATE
A 7] BEEE 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

BETT BRI BRI BT AT BETIT  BETT
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000

20171 H1H At 1 January 2017 300,000 1,128,039 (43,475) 230,023 (70,706) 5,332,651 6,876,532
AP R Profit for the period - - - - - 294,164 294,164
Hofth 42 TR Other comprehensive
income:
SR Premises - 12,903 - _ _ _ 12,903
A ERE I Available-for-sale
securities - - 45,630 - - - 45,630
MR Currency translation
difference - - (958) - 39,370 - 38,412
SR AEER Total comprehensive
income - 12,903 44,672 - 39,370 294,164 391,109
fHE S AR Transfer from retained
earnings - - - 33,024 - (33,024)
25\ Dividends ) ) ) ) B )
J/+2017 4.6 H 30 H At 30 June 2017 300,000 1,140,942 1,197 263,047 (31,336) 5,593,791 7,267,641

o RiEE AR 39 SRBESEE ¢ In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks,

HUREZEFS I - e ok ey including future losses or other unforeseeable risks, in addition to the loan impairment allowances recognised
TR EEE AR T — R under HKAS 39.

JEg 2 il (B AR SRR SR B A A o]

TR ) -

%8 F 97 H Mt EAh I &Rl The notes on pages 8 to 97 are an integral part of this interim financial information.
LHRER Y -
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MBS SHERER Condensed Consolidated Cash Flow Statement

CREFRT) CRE =T
(Unaudited) (Unaudited)
FHEEEE FEEHRE
2017 4F 2016 4F
6 H30H 6 H30H
N Half-year ended Half-year ended
et 30 June 30 June
Notes 2017 2016
BT BT T
HK$°000 HK$’000
REEHCHERE Cash flows from operating activities
pfaiaERle > RwmA Rl Operating cash inflow/(outflow) before
taxation 28(a) 4,518,352 (1,982,306)
AT EBRIG Hong Kong profits tax paid (28,576) (27,201)
TABIMNFISHR Overseas profits tax paid (11,858) (9,228)
RBEEVBESHA/ CRH) 848 Net cash inflow/(outflow) from operating
activities 4,477,918 (2,018,735)
BEEHZHESRE Cash flows from investing activities
HEAWIZE - M R Purchase of properties, plant and
equipment (3,902) (1,882)
HEYIZE - /M REH TS FCE Proceeds from disposal of properties, plant
and equipment - 952
BEEE SRR Net cash outflow from investing activities (3,902) (930)
MEEB ISR E Cash flows from financing activities
AT TR R Dividend paid to the equity holders of the
Bank - R
B Ry HERHIPEE Net cash outflow from financing activities - -
R4 REEHRSIEEM, (/) Increase/(decrease) in cash and cash
equivalents 4,474,016 (2,019,665)
W1 H1HZ2RE REERESTEH Cash and cash equivalents at 1 January 4,701,085 8,798,277
[EREEHIN S N FEIRSIEEHAY  Effect of exchange rate changes on cash and
-7 cash equivalents 37,469 (15,475)
6 B 30 HZH&RERHSEIEE Cash and cash equivalents at 30 June 28(b) 9,212,570 6,763,137

%8 £ 97 H B AT Il % & R 2 4HEE  The notes on pages 8 to 97 are an integral part of this interim financial information.
#oy e
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B ) Mamed -

(a) Basis of preparation

Notes to the Interim Financial Information

1. Basis of preparation and significant accounting policies

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

2 ignificant accounting policies
(b) EEEIHBE b) Signifi [ lici
R &&=t > R HAM B &R T The significant accounting policies adopted and methods of computation used in
B> P e st s st ey the preparation of the unaudited interim financial information are consistent with
o HBIEZE 2016 4E 12 A 31 those adopted and used in the Group’s annual financial statements for the year
e i " ended 31 December 2016 and should be read in conjunction with the Group’s
H JJ,:ZZI:%E%???%%EZ Annual Report for 2016.
U BERRE—B MR A A SR
2016 - 2 FEHE— DR -
BB I B A £ B A RE{E R Standards and amendments issued that are relevant to the Group but not yet
BRI M AR S B S8 W AR E R effective and have not been early adopted by the Group in 2017
2017 {EIRATERAN Z XA R fBET
#EH /BT & REAREF Z AR
Applicable for
financial years
Standards/Amendment Content beginning on/after
A ETAENIZE 28 57(2011) K REBEABE A ERE I MNEEHEIOEA FiiE

T B AERISS 10 5% (K485T)

HKAS 28 (2011) and HKFRS 10

&

(Amendments)

B AERIEE 9 BR

HKFRS 9

&

A S AERISS 15 5

HKFRS 15

&

BB AERIS 16 5%

HKFRS 16

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

ST A

Financial Instruments

IRPE P &R

Revenue from Contracts with Customers

THE
Leases

To be determined

20181 H1H
1 January 2018

201841 H1H
1 January 2018

2019 1H1H
1 January 2019



A A a4y

@hiyu Banking Corporation Letd.

T RARA BRI
(%)

1. GRERRERGHBER

(8

(b) EEEHBR (&)

A A T B A A R R

B4R H WA R E R

20174 FR AR 2 2 A R AE5T
(&

T B LR AR R 2 B I 7S
ARSI -

© EEM B ENZEE & r%i
TH - Bl
'ﬁ F&RTH, E%EHE*BZT
%‘EfEEJéE GH /G
T&E’Jéﬁiﬁlﬁ]ﬁ? MRS
AR HIT S Bt
A T BRI I B i e AE )
FOTRATERTER > & RigE
H R TS > H—H A
AW PERY T TEERS | A
B e B g T B B
I EE 7% - HEAT
e 2B I S OSR AV B ST R T4 4]
AATT

(i) s3EEtE

BB
BREE DRI
oz —fest A (DB
HERRCAEIRETE > ()L
S PE B LE AHA 2 UL
@fFRERTE (BR TSR
ETHRAO S &}Wﬁé’l\ Pt
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Notes to the Interim Financial Information (continued)

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

(b) 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 2017 (continued)

Further information about those HKFRSs that are expected to be applicable to the
Group is as follows:

+ HKFRS 9, “Financial Instruments”. The issuance of IFRS 9 “Financial
Instruments” completes the International Accounting Standards Board’s
comprehensive response to the financial crisis. HKFRS 9, the equivalent
standard of IFRS 9 under HKFRS, includes a logical model for classification and
measurement, a single, forward-looking “expected loss” impairment model and a
tighter linkage of risk management to hedge accounting. The changes introduced
in HKFRS 9 are highlighted as follows:

(i) Classification and Measurement

Financial assets

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

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

(b) 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 2017 (continued)

(i) Classification and Measurement (continued)

Financial assets (continued)

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

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

Financial liabilities

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

10
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Notes to the Interim Financial Information (continued)

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

(b) 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 2017 (continued)

0}

(i)

Classification and Measurement (continued)

Financial liabilities (continued)

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

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

Impairment

The standard introduces a new, expected-loss impairment model that will
require more timely recognition of expected credit losses. Specifically, it
requires entities to account for 12 months expected credit losses from inception
when financial instruments are first recognised and to recognise full lifetime
expected credit losses on a more timely basis when there have been significant
increases in credit risk since initial recognition. The impairment for financial
instruments that are subsequently measured at amortised cost, fair value
through other comprehensive income (debt instruments), loan commitments
and financial guarantees will be governed by this standard.
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Notes to the Interim Financial Information (continued)

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

(b) 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 2017 (continued)

(iii) Hedge accounting

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

Early application of HKFRS 9 in its entirety at the same time is permitted. Only the
part related to own credit risk can be elected to be early applied in isolation. The
Group has formed a project team to assess the impact of HKFRS 9, formulate the
work plan and implement the standard. Significant progess has been made on
analysing our financial instruments, building models and designing new workflows.
The Group will quantify the potential impact of the standard once it is practicable to
make reliable estimates, which will be no later than the publication of the Annual
Report for 2017.
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Notes to the Interim Financial Information (continued)

T RARA BRI
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1. Basis of preparation and significant accounting policies
(continued)

(b) EEEHBR (&)

(b) Significant accounting policies (continued)
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Standards and amendments issued that are relevant to the Group but not yet
effective and have not been early adopted by the Group in 2017 (continued)

+ HKFRS 15, “Revenue from Contracts with Customers”. HKFRS 15 applies a
single model and specifies the accounting treatment for all revenue arising from
contracts with customers. The new standard is based on the core principle that
revenue is recognised to reflect the consideration expected to be entitled when
control of promised good or service transfers to customers. It is also applicable to
the recognition and measurement of gains or losses on the sale of some
non-financial assets such as properties or equipment that are not an output of
ordinary activities. HKFRS 15 also includes a set of disclosure requirements
about revenue from customer contracts. The new standard will replace the
separate models for goods, services and construction contracts stipulated in
different standards under the current HKFRS. The Group is considering the
financial impact of the standard.

- HKFRS 16, “Leases’. HKFRS 16 supersedes the existing standard and
interpretations related to leases. It applies a single control model to identify
leases and distinguish between leases and service contracts. Significant
changes to lessee accounting are introduced, with the distinction between
operating and finance leases removed and the right-of-use assets and lease
liabilities recognised except under short term and low value leases. There are no
significant changes to the lessor accounting requirements. The standard is
applied retrospectively. Early application is permitted for entities that have also
adopted HKFRS 15 “Revenue from Contracts with Customers”. The Group is
considering the financial impact of the standard and the timing of its application.

+ Please refer to Note 2.1 (a) of the Group’s Annual Report for 2016 for brief
explanations of the rest of the above-mentioned standards and amendments.
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rr AR RS BT R Notes to the Interim Financial Information (continued)
(%)

2. EREstBR ZE AEEt 2. Critical accounting estimates and judgements

in applying
it R A accounting policies
AEEEEHHEEHEE R 8 The nature and assumptions related to the Group’s accounting estimates are
AREEEZE2016F12 H 31 H 75 consistent with those used in the Group’s financial statements for the year ended 31
s TR —EL - December 2016.
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Notes to the Interim Financial Information (continued)

3. Financial risk management

The Group is exposed to financial risks as a result of engaging in a variety of business
activities. The principal financial risks are credit risk, market risk (including currency risk and
interest rate risk) and liquidity risk. This note summarises the Group’s exposures to these risks.

3.1 Credit risk

A. Gross advances and other accounts

(a) Impaired advances

Advances are impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairment as a result of one or more events that occurred
and that loss event(s) has an impact on the estimated future cash flows of the
advances that can be reliably estimated.

If there is objective evidence that an impairment loss on advances has been
incurred, the amount of loss is measured as the difference between the carrying
amount and the present value of estimated future cash flows generated by the
advances. Objective evidence that advances are impaired includes observable
data that comes to the attention of the Group about the loss events.
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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)

2017 £ 7~ 2016 £
6 H30H 12531 H
At 30 June At 31 December
2017 2016
BT T AT IT
HK$’000 HK$’000
Gross impaired advances to customers
179,413 177,089
Impairment allowances made in respect
of such advances 84,299 83,408
Current market value of collateral held
against the covered portion of such
advances to customers 303,549 287,935
Covered portion of such advances to
customers 147,320 144,982
Uncovered portion of such advances to
customers 32,093 32,107

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

As at 30 June 2017, there were no impaired trade bills (31 December 2016: Nil).
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.1 EERE (&) 3.1 Credit risk (continued)
A BETREMRE(E) A. Gross advances and other accounts (continued)
(a) RESH (8B (a) Impaired advances (continued)
e EECRE Classified or impaired advances to customers are analysed as follows:
E9R= ¢ Gariiv e
#2017 £ A 2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
AT T
HK$°000 HK$’000
FrESBEUREZ Gross classified or impaired advances to
&P R customers 180,578 193,093
FESHEURE Gross classified or impaired advances to
E-goy P CE ) customers as a percentage of gross
P EGR AL advances to customers
% 0.51% 0.63%
SR E(E ] Individually assessed impairment
P 2 BB allowances made in respect of such
advances 84,299 83,408
T E 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
TURE A B IR AELHY
&5k e
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)
A. Gross advances and other accounts (continued)

(b) Advances overdue for more than three months

Advances with a specific repayment date are classified as overdue when the
principal or interest is past due and remains unpaid. Advances repayable by
regular instalments are classified as overdue when an instalment payment is past
due and remains unpaid. Advances repayable on demand are classified as
overdue either when a demand for repayment has been served on the borrower
but repayment has not been made in accordance with the instruction or when the
advances have remained continuously exceeded the approved limit that was
advised to the borrower.
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P HAR S ERL MY Notes to the Interim Financial Information (continued)

(%)

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

3.1 EERE (8) 3.1 Credit risk (continued)
A BETREMRE(E) A. Gross advances and other accounts (continued)
(b) BEFEE 3MEAZ (b) Advances overdue for more than three months (continued)
K (8D
AR 3 [HA The gross amount of advances overdue for more than three months is analysed
ECRUEE AT as follows:
#20174£ 6 B30 H 2016412 H 31 H
At 30 June 2017 At 31 December 2016
firzgaysretticl 1578 = B
&8 Barte Gl [EFs)5H
% of gross % of gross
advances to advances to
Amount customers Amount customers
BT BT
HK$°000 HK$'000
&SR Gross advances to
(@S customers which
have been
overdue for:
- EE 3 EAE - six months or
EN Y ] less but
over three
months 5,537 0.02% 13,817 0.04%
- i 6 {E HE - one year or
Rl 14 less but over
six months 26,363 0.07% - 0.00%
- i 1A - over one year 40,090 0.11% 42,470 0.14%
AR 3EA > Advances overdue
B for over three
months 71,990 0.20% 56,287 0.18%
kbt SERRAEAE 1) Individually
A assessed
impairment
allowances made
in respect of
such advances 37,598 7,643
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P HAR S ERL MY Notes to the Interim Financial Information (continued)

(%)

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

3.1 EERE (&) 3.1 Credit risk (continued)
A BETREMRE(E) A. Gross advances and other accounts (continued)
(b) BEFEE 3MEAZ (b) Advances overdue for more than three months (continued)
=€)
2017 £ #2016 &£
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT T AT T
HK$’000 HK$'000
MG =E B e Current market value of collateral held
ENEFERZ against the covered portion of such
AR TE advances to customers 67,705 92,764
A EE Covered portion of such advances to
ZBEER customers 40,090 50,680
AR Uncovered portion of such advances to
EVEEER customers 31,900 5,607
i HA & R E & Collateral held against overdue or impaired loans is principally represented by
YRR o A charges over business assets such as commercial and residential premises for
EAFIERE T corporate loans and mortgages over residential properties for personal loans.
HY 76 FH 3 S0 P 5
FAETHET ~ {HA
KEFPHETHESE
ARV -
#2017 &£ 6 H 30 As at 30 June 2017, there were no trade bills overdue for more than three months
H @A a3 (31 December 2016: Nil).

BRZHEZER
(20164212 A 31
H: ) -
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

A. Gross advances and other accounts (continued)

(c) Rescheduled advances

201746 H30H 2016412 H 31 H
At 30 June 2017 At 31 December 2016
L(e-d = et L % = SRR
SFH B4ttt S5 Horth
% of gross % of gross
advances to advances to
Amount customers Amount customers
BT AT
HK$°000 HK$°000
Rescheduled
advances to
customers net
of amounts
included in
“Advances
overdue for
more than
three months” 108,355 0.31% 110,107 0.36%

Rescheduled advances are those advances that have been restructured or renegotiated
because of deterioration in the financial position of the borrower or of the inability of the
borrower to meet the original repayment schedule. Rescheduled advances, which have
been overdue for more than three months under the revised repayment terms, are
included in “Advances overdue for more than three months”.
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3.1 EREE ()
A. EESRHAIRR(E)

3.1 Credit risk (continued)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

A. Gross advances and other accounts (continued)

d) EFERETE

() BITERDBZE
5 AR

VN9
PUERR AT
RO > HATSHE
IS AR

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

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.

B R B2 &
BRI R
fERm4Re -

TEBABER B
TR

- WpESE
- WEERA
- BT
- R TEE

- OB
- INHPES)
- B
- Hfift
A
- WREE A HER
[N s
SRR A B
2B

- BEHMEEYPE &
K
- Hfifl
TEBHHER B

H DR

TEBABSNER 2 85K

BRI

201746 H 30 H
At 30 June 2017

HERREE
RS BESE ERFME . EEFFHEZ
TR ZES BRI HH AR BEREE
% covered
by Individually  Collectively
Gross collateral Classified assessed assessed
advances to or other or impairment impairment
customers security impaired Overdue allowances allowances
AT AT EHTT AT BT
HK$°000 HK$’000 HK$°000 HK$’000 HK$’000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 4,371,567 30.96% - - - 24,921
- Property investment 3,734,871 98.01% - 1,094 - 15,574
- Financial concerns 1,196,874 12.31% - - - 6,598
- Stockbrokers 363,184 36.58% - - - 1,882
- Wholesale and retail
trade 1,546,996 81.66% - 3,993 - 6,778
- Manufacturing 2,247,334 26.52% - 80 - 11,725
- Transport and transport
equipment 1,921,375 31.91% - - - 10,166
- Recreational activities 18,117 100.00% - - - 76
- Information technology 615,146 1.31% - 13,467 - 4,018
- Others 4,853,747 74.01% - 2,486 - 21,886
Individuals
- Loans for the purchase of
flats in Home
Ownership Scheme,
Private Sector
Participation Scheme
and Tenants Purchase
Scheme 38,937 100.00% 41 3,978 - 34
- Loans for purchase of
other residential
properties 2,742,122 99.18% - - - 2,115
- Others 2,507,451 96.85% - 8,646 - 1,947
Total loans for use in Hong
Kong 26,157,721 63.35% 41 33,744 - 107,720
Trade finance 671,129 55.92% 40,012 41,189 30,532 3,148
Loans for use outside Hong
Kong 8,388,866 37.71% 140,525 32,170 53,767 40,449
Gross advances to
customers 35,217,716 57.10% 180,578 107,103 84,299 151,317
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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

3.1 Credit risk (continued)

3. Financial risk management (continued)

A. Gross advances and other accounts (continued)

2016 412 H31 H
At 31 December 2016

Notes to the Interim Financial Information (continued)

(d) Concentration of advances to customers (continued)

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

FEH LB
= FREDH [EvlE R HERHlZ
&R PA=P BORE gt TR TREAE A

% covered
by Individually Collectively
Gross collateral Classified assessed assessed
advances to or other or impairment impairment
customers security impaired Overdue allowances allowances
BT T BT AT BT BEETT
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
3,421,202 11.62% - - - 21,512
3,712,582 98.80% 11,508 11,961 - 15,340
944,258 7.21% - - - 5,901
504,555 12.74% - - - 3,311
1,554,323 79.11% - 16,719 - 6,854
1,441,421 40.73% - 2,013 - 7,786
1,524,273 42.27% - - - 9,273
19,160 100.00% - - - 82
599,446 1.55% - - - 3,928
4,289,437 70.46% - 130 - 20,744
30,957 100.00% 48 - - 32
2,657,501 99.54% - 5,819 - 2,153
2,149,012 96.63% 151 30,815 - 1,841
22,848,127 63.30% 11,707 67,457 - 98,757
504,960 61.31% 39,555 34,949 28,106 2,493
7,415,057 41.32% 141,831 34,624 55,302 38,132
30,768,144 57.97% 193,093 137,030 83,408 139,382

23



A A a4y

@Chiyu Banking Corporation Ltd.

T RARA BRI
(%)

3. ERERERE (&)

3.1 ERERE ()
A. EEFREAMIRE ()
) FFEEFETE (8

(i) e B e o
PR

THIRR R & FER
Z S E IR 17 2
R Z BT Z A
FEM A7 R B S
WMYNR-EEFE
K HEPRA T
Bl %% 5 OFr AE it A
5] R b iAs =
YERAZFTAEH -

B R

A
st
FiAth

ot
fRH&ERHEZ
TRAEHER

o
P
HAttr

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

(il) Geographical analysis of gross advances to customers

The following geographical analysis of advances to customers is based on
the locations of the counterparties, after taking into account the transfer of
risk. For an advance to customer guaranteed by a party situated in a
country different from the customer, the risk will be transferred to the

country of the guarantor.

Gross advances to customers

W 2017 & A 2016 4F
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT T BT
HK$°000 HK$'000
Hong Kong 31,140,993 26,989,241
Mainland of China 2,898,568 2,427,290
Others 1,178,155 1,351,613
35,217,716 30,768,144
Collectively assessed
impairment allowances in
respect of the gross advances
to customers
Hong Kong 133,656 121,444
Mainland of China 11,977 10,343
Others 5,684 7,595
151,317 139,382
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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
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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)

2017 & #2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
AT BT
HK$°000 HK$ 000
33,972 50,432
57,870 73,398
15,261 13,200
107,103 137,030
531 -
22,786 18,247
14,475 10,671
37,792 28,918
659 368

9 45

- 1

668 414
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3. Financial risk management (continued)

3.1 Credit risk (continued)

A. Gross advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

Notes to the Interim Financial Information (continued)

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

Classified or impaired advances

#2017 4 7+ 2016 4
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT T BT
HK$°000 HK$'000
Hong Kong 2,591 11,707
Mainland of China 162,726 166,361
Others 15,261 15,025
180,578 193,093
Individually assessed
impairment allowances in
respect of the classified or
impaired advances
Hong Kong 531 -
Mainland of China 69,293 70,055
Others 14,475 13,353
84,299 83,408
Collectively assessed
impairment allowances in
respect of the classified or
impaired advances
Hong Kong - 172
Mainland of China 1 14
Others - -
1 186
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.1 EEEE (8) 3.1 Credit risk (continued)
B. WEIEE B. Repossessed assets
U 8] & 7 g A 55 E il The repossessed assets comprise properties in respect of which the Group has
i S5 HE FE S R B B acquired access or control (e.g. through court proceedings or voluntary actions by the
PERIRERYISE (Y proprietors concerned) for release in full or in part of the obligations of the borrowers.
EEERFNETFEE There were no repossessed assets held by the Group as at 30 June 2017 (31
IR HE E U7 =UHL December 2016: Nil).

15) mEHERARIESS
AT A BEED Ay R
Bz ARG EA 2017 £F- 6
H 30 HiffERAE
EFE(2016 4212 H 31
H )
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

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

3.1 E5R 8 (&) 3.1 Credit risk (continued)
C. BBREBL2REE C. Debt securities and certificates of deposit
TR B LTRSS The following tables present an analysis of the carrying value of debt securities and
2 EK 5 RIFK certificates of deposit by issue rating. In the absence of such issue ratings, the ratings
SEHEEIE - TS TEY designated for the issuers are reported.
REITERT o HlEriEs
1T NHYRER s
R 201746 530 H
At 30 June 2017
Aaa Aal Z Aa3 Al Z A3 A3 DIF R 4EET
Lower
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
BT BT BT BT BT BT
HK$’000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
ot R Available-for-sale
securities 3,065,681 2,105,118 6,596,770 1,754,483 664,274 14,186,326
SRR TERGER Loans and
receivables - 77,899 - - - 77,899
HREBLIAFEESE  Financial assets
{LEt AfEIE 2 & designated at fair
B E value through profit
or loss - - 298,960 40,067 17,176 356,203
3,065,681 2,183,017 6,895,730 1,794,550 681,450 14,620,428
2016 412 H 31 H
At 31 December 2016
Aaa Aal & Aa3 Al & A3 A3 DI AR HaEEt
Lower
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
AT AT T T AT P BT
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
ot RS Available-for-sale
securities 2,668,929 3,419,158 4,210,807 1,999,824 552,397 12,851,115
KR EGER Loans and
receivables - 381,440 149,882 - - 531,322
FLE B DL E{HE  Financial assets
{bEt AfB 2 & designated at fair
RlEE value through profit
or loss - - 78,793 392,383 182,767 653,943
2,668,929 3,800,598 4,439,482 2,392,207 735,164 14,036,380
#2017 46 H 30 H - As at 30 June 2017, there were no overdue or impaired debt securities and certificates
B BB E 2 & of deposit (31 December 2016: Nil).

%5 R A ( 2016
12731 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)

3.2 HEEE 3.2 Market risk
A. SNEE S A. Currency risk

KEHNEE L EE The Group’s assets and liabilities are denominated in major currencies, particularly the
EREAT - ETTRA HK dollar, the US dollar and Renminbi. To ensure the currency risk exposure of the
RS TSN - Tt Group is kept to an acceptable level, risk limits (e.g. Position and VAR limit) are used
{%%@Ek@’%%ﬁ% to serve as a monitoring tool. Moreover, the Group seeks to minimise the gap between
%gg%;&%&ﬁiﬁ assets and liabilities in the same currency. Foreign exchange contracts (e.g. FX swap)
ﬂ%)ﬁi}i&]@ﬁﬁé%ﬁ ){,Ezf\; are usually used to manage FX risk associated with foreign currency-denominated
EEpr T E o [hAh o A assets and liabilities.

B R E 5

Wy & A A (B

Fic » 0z A AN
&y (BIA0GNEERL] ) &
B S A AR PT
FEAE RSN R -
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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 HEEE 3.2 Market risk
A. SNERES (8) A. Currency risk (continued)

THEY[HAEERKFE The following is a summary of the Group’s major foreign currency exposures arising
B JEEERL G K from trading, non-trading and structural positions and is prepared with reference to the
Gt ERmELZ completion instructions for the HKMA return of foreign currency position.
TN b EE 2

WA B R A S 5

Z B RmRAIER

EEENITET L

201746 30 H
At 30 June 2017
AT EE

Equivalent in thousand of HK$
£T Hit pi/IvIn W SR ARW HAUMNE SN

New Others Total

US Japanese Canadian Australian Zealand foreign foreign

Dollars Yen Dollars Dollars Dollars Renminbicurrencies currencies

HE&HE Spot assets 15521,845 101,840 142,222 922,448 227,111 5,421,023 517,816 22,854,305

HEEE Spot liabilities (12,280,135)  (80,956)  (144,729) (942,252)  (356,096) (5,836,664)  (471,039) (20,111,871)

IS A Forward purchases 1,063,853 60,820 2,705 72,085 129,742 1,034,962 637,858 3,002,025

EIAE Forward sales (4,295542)  (82,369) - (46,347) (286)  (630,405)  (684,865) (5,739,814)
& (F) BFH Net long/(short)

position 10,021 (665) 198 5,934 471 (11,084) (230) 4,645

SR E T Net structural position - - - - - 846475 - 846475

2016 412 H 31 H
At 31 December 2016

AT IEE
Equivalent in thousand of HK$

FEIT Hit g% Wt WERET ARWE HAME SMELEEH

New Others Total

US Japanese Pound Australian  Zealand foreign foreign

Dollars Yen Sterling Dollars Dollars Renminbi currencies currencies

WEEE Spot assets 11,624,795 82,460 253,338 909,535 334,789 5,158,096 409,390 18,772,403

HEaf Spot liabilities (9,390,124)  (79,976)  (244,038) (883,975) (336,571) (5,078,281)  (451,916) (16,464,881)

EHAE A Forward purchases 358,917 61,904 3573 - 3,507 10,281 52,184 490,366

EHAE Forward sales (2,127,697)  (64,743)  (13,149)  (26,337) (3,099)  (234,887) (9,464) (2,479,376)
&l (5 BFE Net long/(short)

position 465,891 (355) (276) (777) (1,374)  (144,791) 194 318,512

SRR Net structural position - - - - - 790,791 - 790,791
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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 HiBEE (&) 3.2 Market risk (continued)
B. F=E & B. Interest rate risk

Iy i N XSS The tables below summarise the Group’s on-balance sheet exposure to interest rate
201746 H 30 H & risk as at 30 June 2017 and 31 December 2016. Included in the tables are the assets
2016 /£ 12 H 31 H and liabilities at carrying amounts, categorised by the earlier of contractual repricing
ZEEAEFRNIIF] date and maturity date.

R AR o FALL

IRTEIEY TREE B

> WHIHEHERTR
RHHSERHE (2
WRE RAE) 3 -

R 201746 H30H
At 30 June 2017

—Z ==
—fEAA =EA +=ER —ZEHF AFMUE TR st
Non-
Up to 1to 3 3 to 12 1to5 Over interest
1 month months months years 5 years bearing Total

BETIT BETRT  BETT BB BEETT BETT BT
HK$'000  HK$’000 HK$’000 HK$'000 HK$'000 HK$’000 HK$’000

BE Assets
JEEH S RAERERT R A &R Cash and balances with banks and
R4S other financial institutions 8,658,459 - - - - 603,157 9,261,616
TESRAT R Eofth SRR —Z + (i Placements with banks and other
A INEIH > SE R financial institutions maturing
between one and twelve months - 756,001 612,602 - - - 1,368,603
FUE R PUA B3 AJBei2 & Financial assets designated at fair
Bl value through profit or loss R R R 356,203 _ R 356,203
TSR TA Derivative financial instruments - - - - - 101,760 101,760
BRI HAHRIE Advances and other accounts 24,591,154 10,500,247 266,000 173,268 169 264 35,531,102
AFEE Investment in securities
- AR ER - Available-for-sale securities 1,378,887 2,851,117 5,012,483 4,943,839 - 14,278 14,200,604
- R ELGK - Loans and receivables - 77,899 - - - - 77,899
BV Investment properties - - - - - 209,610 209,610
WIBE ~ S Rk Properties, plant and equipment - - - - - 1,538,152 1,538,152
HitEE (BERLMIEEE)  Other assets (including deferred
tax assets) 197 - - - - 795,447 795,644
B Total assets 34,628,697 14,185,264 5,891,085 5,473,310 169 3,262,668 63,441,193
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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 mEEE (8)
B. FIREE (&)

3.2 Market risk (continued)

B. Interest rate risk (continued)

R 201746 H30H

At 30 June 2017

—& =z
—EAN =@E +-EE —FHE "EEME FEtR #ast
Non-
Up to 1to 3 3to 12 l1tob Over interest
1 month months months years 5 years bearing Total
AT BT BT B¥Tc B¥T AWt B¥Ta
HK$°000 HK$°000 HK$°000 HK$000 HK$000 HK$000 HK$’000
B Liabilities
SRIT R HAh Rl > (U 4565 Deposits and balances from banks
and other financial institutions (312,018) (777,494) (659,721) (4,047,560) (5,796,793)
e TH Derivative financial instruments (24,702)  (24,702)
B Deposits from customers (30,410,617) (7,083,847) (8,070,078)  (681,163) (3,413,329) (49,659,034)
HoAHETE R (EUREE(RIE K, Other accounts and provisions
EAERIEA ) (including current and deferred
tax liabilities) (128,908) (564,115)  (693,023)
=l Total liabilities (30,851,543) (7,861,341) (8,729,799)  (681,163) (8,049,706) (56,173,552)
FIZR BRI RO Interest sensitivity gap 3,777,154 6,323,923 (2,838,714) 4,792,147 169 (4,787,038) 7,267,641
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Notes to the Interim Financial Information (continued)

3. ERERERE (&)

3. Financial risk management (continued)

3.2 mEEE (8)
B. FIREE (&)

3.2 Market risk (continued)

B. Interest rate risk (continued)

2016 412 H 31 H
At 31 December 2016

—& =%
—{EAR ={EA +=EH —ZEAF  AFEME RETE HEET
Non-
Up to 1to3 3to 12 1to5 Over interest
1 month months months years 5 years bearing Total
AT BETT AT BT BT BT B¥TT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
&E Assets
AT IR 4 AT R T R HoAt 4:fft% Cash and balances with banks and
EREsTE other financial institutions 4,893,484 - - - 380,887 5,274,371
EHRT R HM &Rt —2 -+ —{# Placements with banks and other
BN BRI financial institutions maturing
between one and twelve months - 680,536 357,332 - - 1,037,868
FE BN PES L AJB252 4 Financial assets designated at fair
REETE value through profit or loss 432,133 165,862 39,043 16,905 - 653,943
ﬁijﬁj‘q@ Derivative financial instruments - - - - 99,435 99,435
S EAHRIR Advances and other accounts 26,116,549 4,166,630 119,906 733,117 614 636 31,137,452
Regzsita | Investment in securities
- AR - Available-for-sale securities 638,240 1,964,945  5807,257 4,440,673 5,239 12,856,354
FEZEIHIHS - Held-to-maturity securities - - - - - -
- ERCREGK - Loans and receivables 299,771 154,690 76,861 - - 531,322
BV Investment properties - - - - 203,860 203,860
I - B Properties, plant and equipment - - - - 1,532,373 1,532,373
Hit&E (RIERERIEEE Other assets (including deferred
tax assets) 71 - - - 781,483 781,554
HEEH Total assets 32,380,248 7,132,663 6,400,399 5,190,695 614 3,003,913 54,108,532
=0 Liabilities
$RTT R HAh S Fbtrs 2 (R R 4565 Deposits and balances from banks
and other financial institutions (203,683) (89,729) (638,280) - (72,363) (1,004,055)
TR TA Derivative financial instruments - - - - (16,971) (16,971)
B Deposits from customers (28,613,844) (7,339,020)  (6,507,596) (66,708) (2,910,452) (45,437,620)
HARETE B4 (H3EERTfRIE K Other accounts and provisions
IEAEREE ) (including current and deferred
tax liabilities) (154,395) - - - (618,959) (773,354)
=litocl Total liabilities (28,971,922) (7,428,749)  (7,145,876) (66,708) (3,618,745) (47,232,000)
FIZ B RO Interest sensitivity gap 3,408,326 (296,086) (745,477) 5,123,987 614  (614,832) 6,876,532
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Notes to the Interim Financial Information (continued)

3. &RlEREE (8

3. Financial risk management (continued)

3.3 MBEEER
A. FRErMEREER

3.3 Liquidity risk

A. Liquidity coverage ratio

T EE AT
H{E

BN E LR AR
HERENZEER
(8 TAF 048 &E I RY
RENEEELERNE
P8 A B #h
Mk 2 2B R
FIBHEYEH 5 7E A
Tat®

BN E LR
FRGFAEREST R AR
B GRITZE Ongntd)
AN S B Rt
ERERARTZA
MR KON T
4HR -

HRIRIMEEELLR
P FE Al T B TR
K 1T M H
www.chiyubank.com
o TR E R — g

B

B o

2017 2016

Average value of liquidity coverage ratio
- First quarter 181.56% 151.84%
- Second quarter 177.51% 149.42%

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

The 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 HKMA
for its regulatory purposes and in accordance with the Banking (Liquidity) Rules.

The additional information of liquidity coverage ratio disclosures is available under
section “Regulatory Disclosures” on the Bank’s website at www.chiyubank.com.
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FHART BRI Notes
(&)

to the Interim Financial Information (continued)

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

3.3 REESEER (8) 3.3 Liquidity risk (continued)

B. EIHE T B.

TREALEE 2017
# 6 H 30 0} 2016
FIL2HALHZHER
CARTEIH 0 - 4%
PSR » HEREA

Maturity analysis

The tables below analyse the Group’s assets and liabilities as at 30 June 2017 and 31
December 2016 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

BEHEGNFIHE
FIEFHARR M -
M201746H30H
At 30 June 2017
—= == TR
Ag —EAW =@EA +=EF —ZHFE HFEMUL H# st
On Up to 1to3 3to 12 1to5 Over
demand 1 month months months years 5years Indefinite Total
BT B¥Te BT BT BT BETT BTt AT
HK$000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
BE Assets
[ IR 4 AR SRTT R HoAth 4 Cash and balances with banks
[ NS and other financial
institutions 1,020,819 8,240,797 - - - - - 9,261,616
ESRTT R EA &Rl —% -+ Placements with banks and
Z{E A AEIE 2 E R other financial institutions
maturing between one and
twelve months - - 756,001 612,602 - - - 1,368,603
FUEBDUAEES L AJEE  Financial assets designated at
e REE fair value through profit or
loss
- s —Debt securities - 615 2,822 216 352,550 - - 356,203
TSR T A Derivative financial instruments 97,242 3,305 545 - 668 - - 101,760
SRR AR Advances and other accounts
- BEER —Advances to customers 6,188,273 545,188 1,153,396 4,812,047 16,475,588 5,708,547 99,061 34,982,100
- HhEEE —Trade bills - 101,038 267,176 180,788 - - - 549,002
A Investmentin securities
- At —Available-for-sale
- (EBEA —Debt securities - 439,307 1,210,018 3,096,474 4,114,030 - - 8,859,829
- 7 — Certificates of deposit - 538,860 1,368,325 2,400,658 1,018,654 - - 5,326,497
- ERREIR —Loans and receivables
- B —Debt securities - - 77,899 B ) 3 ) 77.899
- st —Equity securities - - - - - - 14,278 14,278
&Y% Investment properties - - - - - - 209,610 209,610
Y ~ B0 Rkt Properties, plant and
equipment - - - - - - 1,538,152 1,538,152
HitaE (EEREILHELRE ) Other assets (including
deferred tax assets) 89,616 640,570 150 7,522 56,057 - 1,729 795,644
REEH Total assets 7,395,950 10,509,680 4,836,332 11,110,307 22,017,547 5,708,547 1,862,830 63,441,193
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T RARA BRI

(%)

3. ERERRERE (&)

3.3 fRErEERE (8
B. EHAH T (8D

At

SRAT e FLfth R
TR RS R

TEEmMTA
EFER

EARRIF R (2
FEIE I R
FERIRARD

AR

FEE S

Liabilities
Deposits and balances from

banks and other financial
institutions

Derivative financial instruments
Deposits from customers

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

Total liabilities

Net liquidity gap

3.3 Liquidity risk (continued)

B. Maturity analysis (continued)

3. Financial risk management (continued)

201746 H30H
At 30 June 2017

Notes to the Interim Financial Information (continued)

—& =7 THEE

g —EAR =@EF +-@ER —EHF HFMNE B fast

On Up to 1to3 3to 12 1to5 Over
demand 1 month months months years 5years Indefinite Total
BT AT E¥TRIT ANTT  BETRT BRI BBt BNTR
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$000 HK$’000 HK$°000
(4,097,678)  (261,900)  (777,494)  (659,721) - (5,796,793)
(7,507) (11,050) (828) (5,317) (24,702)
(24,539,869) (9,284,077) (7,083,847) (8,070,078)  (681,163) - (49,659,034)
(198,756)  (214,883) (2,004) (83,604)  (193,761) (15)  (693,023)
(28,843,810) (9,771,910) (7,864,173) (8,813,403)  (880,241) (15) (56,173,552)
(21,447,860) 737,770 (3,027,841) 2,296,904 21,137,306 5,708,547 1,862,815 7,267,641
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3. ERERRERE (&)

3.3 RErEERE (8

3.3 Liquidity risk (continued)

B. EHAH T (8D

HE
AR R URAT B et
SRS R

FESRAT R Fofth b
—Z2+ZEAREZ
TEHIFIY

SE RV FEZ LR AR

- (O
(TEERTE

IR AR

- K
- BGOSR
- At
- e
- G
- BRI
- e
— MR
B LYES
Yk ~ Sb R

B. Maturity analysis (continued)

3. Financial risk management (continued)

2016 £ 12 A 31 H
At 31 December 2016

Notes to the Interim Financial Information (continued)

Hoptr e (SR AERIE S ) Other assets (including

AU

saft

ST R LR 17K
Retith

it T

BT

HANRIA R e (fERER
FURFIRERIR ()

SR

TRENE SO

—% =% FHEE
BiEE —EAN ={EH +fEA —EHFE AFME HHA Hast
Up to 1to3 3to 12 1to5 Over
On demand 1 month months months years 5 years Indefinite Total
AT BN BT BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000 HK$'000
Assets
Cash and balances with
banks and other financial
institutions 489,770 4,554,574 - - - - 230,027 5,274,371
Placements with banks and
other financial institutions
maturing between one
and twelve months - - 680,536 357,332 - - - 1,037,868
Financial assets designated
at fair value through profit
or loss
— Debt securities - 432133 165,862 39,258 16,690 - - 653943
Derivative financial
instruments 96,135 1,162 4 107 2,027 - - 99,435
Advances and other
accounts
— Advances to customers 5,488,549 516,735 2,003,604 3,056,637 13,690,259 5,684,441 105,129 30,545,354
— Trade bills - 84,298 370,191 137,609 - - - 592,008
Investment in securities
— Available-for-sale
— Debt securities - 10,666 1,089,681 2,751,201 3,949,925 - - 7,801,473
— Certificates of deposit - 232,181 619,184 3,429,743 768,534 - - 5,049,642
— Loans and receivables
— Debt securities - 299,771 154,690 76,861 - - - 531,322
— Equity securities - - R R R R 5,239 5,239
Investment properties - - - - - - 203,860 203,860
Properties, plant and
equipment - - - - - - 1,532,373 1,532,373
deferred tax assets) 63,290 653,598 169 2,004 60,489 - 2,004 781,554
Total assets 6,137,744 6,785,118 5,083,921 9,850,752 18,487,924 5,684,441 2,078,632 54,108,532
Liabilities
Deposits and balances from
banks and other financial
institutions (232,773)  (43,829)  (89,283)  (638,170) - - - (1,004,055)
Derivative financial
instruments (9,724) (4,086) (1,472) - (1,689) - - (16,971)
Deposits from customers ~ (23,944,492) (7,579,747) (7,338,112) (6,508,567)  (66,702) - - (45,437,620)
Other accounts and
provisions (including
current and deferred tax
liabilities) (260,169)  (240,198)  (39,768)  (39,486)  (193,733) - - (773,354)
Total liabilities (24,447,158) (7,867,860) (7,468,635) (7,186,223) (262,124) - - (47,232,000)
Net liquidity gap (18,309,414) (1,082,742) (2,384,714) 2,664,529 18,225,800 5,684,441 2,078,632 6,876,532
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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 RergeEE (&) 3.3 Liquidity risk (continued)
B. FHAR O (&) B. Maturity analysis (continued)

_EHFIEA H 4358 T % The above maturity classifications have been prepared in accordance with relevant
I (PRITH (BEER) provisions under the Banking (Disclosure) Rules. The Group has reported assets such
A Z A3 RS as advances and debt securities which have been overdue for not more than one month
4R - AREE B A as “On demand”. In the case of an asset that is repayable by different payments or
g 1 HH & instalments, only that portion of the asset that is actually overdue is reported as
E o PlanE s R E R overdue. Any part of the asset that is not due is reported according to the residual
YR TEIHE ) & maturity unless the repayment of the asset is in doubt in which case the amount is
E o SR ERCEH reported as “Indefinite”. The above assets are stated after deduction of provisions, if
ooy B E B any.

HEZEREEESR

A 2 80 57 w5 WLAE d@

A - HACORFHA . #
IS SRR R R
Moy H - BB
BEZEETH 5
I8 - AR % SRR
B TRHEER - b
MR Z B E EATER
2T A7 BH AE 0 (40
A)e

R E A H EHE T The analysis of debt securities by remaining period to maturity is disclosed in order to
A MR R A comply with relevant provisions under the Banking (Disclosure) Rules. The disclosure
(PRITEE (B8 M does not imply that the securities will be held to maturity.

AT) Z AEBRR ST B

BEHY o PTFH AR

RUEFFHFAEE

FEAE -
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3. &RlEREE (8

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 FAEE

3.4 Capital management

AT EBRHEBE I EET
PR RASTEORE Y
FEEEF LR AR
EEEBREATR - /N
sHE R R E R
R (EERR) sHREE
TR - ASRTERAIEAE(S
Bft{EHETE - sHRA
Bl B ERAREERTIZ
GEFERER - KIRIT
ESRANEEAGTRA
STRA N B FRAT— i
GREEARER > M
BRI R R
A NBEE I 1 A Y T35
BEARER « AIRITRER
I (MRl 5H5H
EETEHER TSR E
BOR - ASRTRATR AR
# CEBRERRE) 55
EAEREREE A

A EFEApHEE

GEMEHE AR
TR (TSR (EA)
BAD RirEE S
B BOR A ERAT
Z AR R RO
ITTHRK - EE TR
Jia - RIFE IS B
s e A SE B I S
B> HAREY A
B — AT I 8

NE] e

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”.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital management (continued)

A BEESHER (8B A. Basis of regulatory combination (continued)
BIEE g EAGE S The particulars of subsidiaries which are included within the accounting scope of
wiE o AR consolidation but not included within the regulatory scope of combination are as
HEIE & O 8 B A A IS follows:
JBAE 2R
W 20174E6 H30H #2016 4£ 12 H 31 H
At 30 June 2017 At 31 December 2016
BRI B AL HARLEHH
&8 Name Total assets Total equity Total assets Total equity
AT AT BT T T IT
HK$’000 HK$°000 HK$ 000 HK$ 000

FRT (FREAD

Chiyu Banking Corporation

#2017 46 H 30 H>
AT 0 B S A F ] A
BIETEEHESD
HE - AN EfEEDE
AL S HIE (2016
F12H731H ) -

#2017 46 H 30 H»
T4 {77 I 2 2 =1 (6]
BF 45 1 & 51 248 FIl
B5E HLUE & D #IE
A E &% & JT %
(2016 £ 12 H 31

H:fm) -

HIRAH (Nominees) Limited 833 833 138,836 138,836
WIEEEARAH Seng Sun Development
Company, Limited 42,325 42,016 41,092 40,814
AR AE Grace Charter Limited - (10,983) - (10,981)
DL B g A EI Y £ 2 The principal activities of the above subsidiaries are set out in “Additional Information
SEBE T HAMAE R — Subsidiaries of the Bank”.
- KT ZHE A
oo

There were no subsidiaries which are included within the regulatory scope of
combination but not included within the accounting scope of consolidation as at 30
June 2017 (31 December 2016: Nil).

There were also no subsidiaries which are included within both the accounting scope
of consolidation and the regulatory scope of combination where the methods of
consolidation differ as at 30 June 2017 (31 December 2016: Nil).
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3.4 Capital management (continued)

B. Capital ratio

The capital ratios are analysed as follows:

CET1 capital ratio

Tier 1 capital ratio

Total capital ratio

3. Financial risk management (continued)

41

Notes to the Interim Financial Information (continued)

A 2017 £ 7> 2016 4E
6 H30H 12H31H
At 30 June At 31 December
2017 2016
15.43% 17.06%
15.43% 17.06%
17.65% 19.61%
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3. Financial risk management (continued)

3.4 Capital management (continued)

B. Capital ratio (continued)

Notes to the Interim Financial Information (continued)

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

capital ratios is analysed as follows:

CET1 capital: instruments and reserves

Directly issued qualifying CET1 capital

instruments
Retained earnings
Disclosed reserves

CET1 capital before regulatory deductions

CET1 capital: regulatory deductions

Valuation adjustments

Deferred tax assets net of deferred tax

liabilities

Gains and losses due to changes in own credit

risk on fair valued liabilities

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

and investment properties)

Regulatory reserve for general banking risks

Total regulatory deductions to CET1 capital

CET1 capital

AT1 capital

Tier 1 capital
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A 2017 4 7 2016 4£
6 H30H 12H31H
At 30 June At 31 December
2017 2016
AT AT
HK$’000 HK$’000
300,000 300,000
5,586,410 5,187,743
1,356,168 1,226,854
7,242,578 6,714,597
(3,814) (8,617)
(55,446) (60,452)
(137) (75)
(1,322,295) (1,304,297)
(263,047) (230,023)
(1,644,739) (1,603,464)
5,597,839 5,111,133
5,597,839 5,111,133
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BE B (A R — e SRAT
JeR\ o e fei

BB AT 8 EA
A BRI
nlElEEksEt A ZREA
HY PRI 3 R SR )
(BRERERR) #

TREEGTELER
A PEEN

B A A BB R AR
ZERE

HES

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
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Notes to the Interim Financial Information (continued)

A 2017 4% A 2016 4
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT BT
HK$°000 HK$ 000
207,778 175,391
207,778 175,391
595,033 586,934
595,033 586,934
802,811 762,325
6,400,650 5,873,458
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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 capital buffer ratios are analysed as follows:

A 2017 4 A 2016 4

6 H30H 12 H31H

At 30 June At 31 December

2017 2016

Capital conservation buffer ratio 1.250% 0.625%
Countercyclical capital buffer ratio 1.064% 0.528%

As at 30 June 2017, the applicable jurisdictional CCyB ("JCCyB") ratio in Hong Kong
was 1.25% as set by the HKMA. The ratio increased from 0.625% to 1.25% on 1
January 2017. For the rest of the jurisdictions in which the Bank had
private sector credit exposures, the applicable JCCyB ratios were 0%.

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. &REREE (&) 3. Financial risk management (continued)
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PECEEE A

3.4 Capital management (continued)

C. Leverage ratio

The leverage ratio is analysed as follows:

Tier 1 capital

Leverage ratio exposure

Leverage ratio

2017 & #2016 4
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
AT AT
HK$’000 HK$'000
5,597,839 5,111,133
63,793,392 54,270,647
8.77% 9.42%

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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4. SRIEENABIAFE 4. Fair values of financial assets and liabilities
(i)

Fr A DL EH = &= B AE i 7% All financial instruments for which fair value is measured or disclosed in the financial
WMEAWEeM TR 5% statements are categorised within the fair value hierarchy as defined in HKFRS 13, “Fair
FHEVBHREENE139E TN value measurement”. The categorisation are determined with reference to the observability
HERTE ) ER - INATHE and significance of the inputs used in the valuation methods and based on the lowest level
JEARFENTE - ZEME S input that is significant to the fair value measurement as a whole:
S EIT AT BRANRZE
AIEREE M R R - AR

SN EEFERERYE
ZEARERAZEREE ¢

— H—fEk : HEEERE - Level 1: based on quoted prices (unadjusted) in active markets for identical assets or
5 0 0 B T3 355 R Y i liabilities. This category includes certain exchange-traded derivative contracts.
(REHHES) - Bk ERE
BTSN LBHNITES

& -

— BB TR ER - Level 2: based on valuation techniques for which the lowest level input that is significant
R A A R B AR A 2R to the fair value measurement is observable, either directly or indirectly. This category
(IR B R HG FE T includes majority of the over-the-counter (“OTC”) derivative contracts, debt securities
RAEEAME) THHEE and certificates of deposit with quote from pricing services vendors.

sEEEEE - HEERE
FERE SN B HINTAE
EE -~ RS ERB L IER

TEHUE R I 58 27 B A7
RS
— EEIEE TR ER - Level 3: based on valuation techniques for which the lowest level input that is significant
i FrER H B iR AR R 2 to the fair value measurement is unobservable. This category includes equity investment
QCiLE iy VAR S icEy and debt instruments with significant unobservable components.

BHEAZE) BAAIH
Bz - B ERAER
TSR RAIR T &
KEBTE -

7 DL EE 1 A SR e A B For financial instruments that are recognised in the financial statements on a recurring
WENESRTE - AEBESH basis, the Group determines whether transfers have occurred between levels in the
F—sHs NS E hierarchy by reassessing categorisation (based on the lowest level input that is significant to

ETEHEELS (ﬁéﬁ/\%‘éﬁ@ the fair value measurement as a whole) at the end of each reporting period.
MNSPHEHEFEAERREZ

EEHEER) - LME%%‘?T

IR Z RS AR -
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Notes to the Interim Financial Information (continued)

fituth E AR 7 B IR X
HAHEHES R F
A2 KT 6 £ {0 £ 2 B A ]
RIS ~ ARSIy
3558 G (B AR e e [e]
RS S P R Y 1 (A
B RASHT B E AL
{EEE)  FHEEATAE
Al H 2 B il E 5
% - EAMEEBER A
JEEHAR - R EHZE
S8 NS T B -

B AN B T S L
RIS - AR EE Lt
HERMT &L X5
7 - ) {5 A A 72 < i T
HHYAPE -

HINAEE AN &
Fl T H, > ELAG{E R (A
M EESHEEEFE
o~ FER PR MR R
PSR ~ PR -
fE - KA FEREER
HASE > £ R IEAR
GBS SENN 28, -

4.1 DA EEIENSRLTE 4.1 Financial instruments measured at fair value
AREEREI TSN The Group has an established governance structure and controls framework to ensure
SHEE AR AERIZE - N that fair values are either determined or validated by control units independent of the
SPAH B O T AT 4R front offices. Control units have overall responsibility for independent verification of
fy 2% 1) B2 {7 i E Tk A% valuation results from front line businesses and all other significant fair value
H o SR B AT A measurements. Specific controls include verification of observable pricing inputs; review
W E AR TS 2 fhE 4 and approval for new models and changes to models; calibration and back-testing of
BRERNEEE - H 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, Risk
Management Committee and Audit Committee.

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, commodity prices, volatilities, counterparty credit spreads and others, which are
mostly observable and obtainable from open market.
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4. SREENMAMBINAE 4. Fair values of financial assets and liabilities (continued)
B (&)

Notes to the Interim Financial Information (continued)

4.1 DAHERENEMTR

4.1 Financial instruments measured at fair value (continued)

(&)

FLAEE DL N em T A
AN CFE R Al E J7 A
T

(IS AR

B T HEAY A FEBR
ST ~ RSP e MBI IL
i E MR (e e gt Y
7455 (] S o5 ) U 3 3
BB IATITHRIE © B
TR RS A2 — {6 A1)
FHTEET AR 207 PL—
Al =] 52 Bl 7 355 _E AH SR
E R TARHEER
72 Z MR AR kB 2 E
ST & R E RS E R
il - ISR ]
B 22 s T g A ]
BRI EIEER -

CHETH

BB E T RS
LYEFEANE ~ IR - JEL
SR LAY ~ 5]
HEEL - (TETRELN
(B8 £ % IR R 2 05
R R S R s E AR AU SR
EERATEE - FrEEHRY
SRR B S AT
LIS - TBENS
BRI - R -~ fER
FLRESEAERS ~ P nfEs e
R o R AR 2
R W S T T R R
I IR IR
BRI - $ 2L
HRITETREY &
SPEB L 5T
IR Ry HEE -

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

Debt securities and certificates of deposit

The fair value of these instruments is determined by obtaining quoted market prices from
exchange, dealer or independent pricing service vendors or using discounted cash flow
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. SREENMAMBINAE 4. Fair values of financial assets and liabilities (continued)

B (&

4.1 DAHERENEMTR
(&)

LTHAETE (D)

ARIEEEIGIN FHINT
ETAMEL T EEMSE
A AR (R - 3
B ISR S R R
2L XHHTEERE
HEsEaEREZ0H
¥ - AR LR
— LG T LRATHIA
T ~ SR R [El AR
.

A ATHEATER

SREE

A SRR
CHteE 17)
- s
REE R
ClifiE 18)
A
CHifzE 20)
- FSESR
trE
- B

BRIEE
PrEEmTA
(sE 18)

4.1 Financial instruments measured at fair value (continued)

Derivatives (continued)

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

A. Fair value hierarchy

7 20174£6 H30H
At 30 June 2017

F—E%k L@k E=Eik fEET
Level 1 Level 2 Level 3 Total

AT BT T BT BT
HK$’000 HK$°000 HK$°000 HK$°000
Financial assets
Financial assets designated at
fair value through profit or
loss (Note 17)

- Debt securities - 356,203 - 356,203
Derivative financial
instruments (Note 18) 97,242 4,518 - 101,760
Available-for-sale securities
(Note 20)
- Debt securities and
certificates of deposit 230,650 13,955,676 - 14,186,326
- Equity securities - - 14,278 14,278
327,892 14,316,397 14,278 14,658,567

Financial liabilities
Derivative financial
instruments (Note 18) (7,507) (17,195) - (24,702)
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4. SREENMAMBINAE 4. Fair values of financial assets and liabilities (continued)
B (&)

4.1 DA EEIENSBMT R 4.1 Financial instruments measured at fair value (continued)

(&)
A, ANEENES (8) A. Fair value hierarchy (continued)
#2016 412 H 31 H
At 31 December 2016
LTk FEJER F=JER Hast
Level 1 Level 2 Level 3 Total
BEETIT AT AHETT HATIT
HK$'000 HK$'000 HK$'000 HK$'000
SRIEE Financial assets
FUE R LA AE E LA Financial assets designated at
A 7 BRE fair value through profit or
CBfF5E 17) loss (Note 17)
- (B2 - Debt securities - 653,943 - 653,943
ITESRT A Derivative financial
QR instruments (Note 18) 96,135 3,300 - 99,435
R R Available-for-sale securities
(BfF5E 20) (Note 20)
- EBEH X - Debt securities and
(a2 G certificates of deposit 227,829 12,038,170 585,116 12,851,115
- Belrsd=r - Equity securities - - 5,239 5,239
323,964 12,695,413 590,355 13,609,732
SREEH Financial liabilities
TTESRT AR Derivative financial
(FffzE 18) instruments (Note 18) (9,724) (7,247) - (16,971)
REEH SHEE & There were no financial asset and liability transfers between level 1 and level 2 for the
AEPNEIRNEZESE Group during the period (31 December 2016: Nil).

—RB B IR
iSRS (2016 4£ 12
H31 H:f&) -
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4. SRIEENMAMBINAE 4. Fair values of financial assets and liabilities (continued)

B (8D
4.1 PATPHERSRTR
()

B. B=BRHVHEE)

201741 H1H
Wz, (58D

- HoA e

- A e
N PHEEL

HA
Y
HE=E

201746 H30H

20161 H1H
Wogs
- HAt e
- AR R
N PHEEE
HA
i

#2016 £ 12 A 31 H

B. Reconciliation of level 3 items

At 1 January 2017
Gains/(Losses)
- Other comprehensive income
- Change in fair value of
available-for-sale securities
Purchases
Sales
Transfer out of Level 3

At 30 June 2017

At 1 January 2016
Gains
- Other comprehensive income
- Change in fair value of
available-for-sale securities
Purchases
Sales

At 31 December 2016
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4.1 Financial instruments measured at fair value (continued)

201746 530 H
At 30 June 2017
SRIEE

Financial assets

TR ERE S
Available-for-sale securities
fEwEs X
BEHE it dapces gt
Debt
securities
and
certificates Equity
of deposit securities Total
AT BT BT
HK$°000 HK$’000 HK$’000
585,116 5,239 590,355
27,176 (496) 26,680
- 9,535 9,535
(612,292) - (612,292)
- 14,278 14,278
2016412 H 31 H
At 31 December 2016
RS E
Financial assets
ok RS
Available-for-sale securities
(EviEces )
FAFR By a8 HEEt
Debt
securities
and
certificates Equity
of deposit securities Total
BT BT AT
HK$ 000 HK$’000 HK$’000
- 87,737 87,737
- 334 334
585,116 - 585,116
- (82,832) (82,832)
585,116 5,239 590,355
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Notes to the Interim Financial Information (continued)

4, SRIEEMEBN/AY 4. Fair values of financial assets and liabilities (continued)
5 (%)
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S8 NI AR E
LT EESES
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JC (2016 4£ 12 H 31
H : i 262,000 7T)

4.1 Financial instruments measured at fair value (continued)

B. Reconciliation of level 3 items (continued)

As at 30 June 2017 and 31 December 2016, financial instruments categorised as level
3 are mainly comprised of debt securities and unlisted equity shares.

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

The fair values of unlisted available-for-sale equity shares are determined with
reference to multiples of comparable listed companies, such as average of the
price/earning ratios of comparables or net asset value, if appropriate comparables are
not available. The fair value is positively correlated to the price/earning ratios of
appropriate comparables or net asset values. Had the net asset value of the underlying
equity investments increased/decreased by 5%, the Group’s other comprehensive
income would have increased/decreased by HK$714,000 (31 December 2016:
HK$262,000).
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4, SRIEEMEBN/AY 4. Fair values of financial assets and liabilities (continued)
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Notes to the Interim Financial Information (continued)

4.2 Financial instruments not measured at fair value

4.2 RPN PEETBHIER

IH

PR TR DUAE —HFE R
B B T S BB R
A/l LB 2 BRARET
fiti « NN ZJ5E R 2
RS DB R RF 4G
BHEMTEZ AN PE -

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

R G5 ER N D)
£
Ry Z BREE KA
ERNERE R —FN
FH - HAR R BN PHE
M -

HEEEK

RE 5y 2 E P RFET
PR TS ERE
R - HAREEER A PHE
M -

SR WK

B DABR IR i 2 2 4
A 34 1 ik T PR 2 1) =
Ty BT £ G FR B R AL

R -

EE
K52 % PAFAR
EEE AT 5
BB AR -

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.

Loans and receivables

A discounted cash flow model is used based on a current yield curve appropriate for the
remaining term to maturity.

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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Notes to the Interim Financial Information (continued)

4. EREENA/BINAE 4. Fair values of financial assets and liabilities (continued)

& (&)

4.2 RPN PEETBHIER
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4.2 Financial instruments not measured at fair value (continued)

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

being approximation of fair values.

7 2017&£ 6 H30H
At 30 June 2017

2016412 H 31 H
At 31 December 2016

HRTAIE MRIAIE
Carrying N = Carrying INEE
value Fair value value Fair value
BT BT AT AT
HK$°000 HK$’000 HK$’000 HK$'000
Financial assets
Loans and receivables
(Note 20) 77,899 77,947 531,322 530,325
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BEEE
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FIRSOH
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e

EEFH

Hth
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2017 fF A2 M BULAE
TR L Ry R E SR FER T
FlEUL AR 1,702,000 77

(2016 4F L p4E ¢ KW
37,000 77)

EREEES A EATES
HYFE M A B FIE S H 57 Al
B M 598,856,000 T
(2016 4 & @
553,743,000 7T ) K i
179,903,000 ¢ (2016 4 -
A W 167,135,000
JC)

5. Net interest income

Interest income
Due from banks and other financial institutions

Advances to customers

Investment in securities and financial assets at
fair value through profit and loss

Others

Interest expense
Due to banks and other financial institutions

Deposits from customers
Others

Net interest income

Notes to the Interim Financial Information (continued)

FEEHR FELEHEE
2017 4¢ 2016 4F

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT AT T
HK$’000 HK$'000
42,891 60,440
446,822 387,531
112,526 118,789
2,000 1,941
604,239 568,701
(18,595) (7,218)
(157,975) (157,408)
(3,333) (2,509)
(179,903) (167,135)
424,336 401,566

Included within interest income is HK$1,702,000 (first half of 2016: HK$37,000) of interest
with respect to income accrued on advances classified as impaired for the first half of 2017.

Included within interest income and interest expense are HK$598,856,000 (first half of 2016:
HK$553,743,000) and HK$179,903,000 (first half of 2016: HK$167,135,000) for financial
assets and financial liabilities that are not recognised at fair value through profit or loss

respectively.
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Notes to the Interim Financial Information (continued)

6. Net fee and commission income

Fee and commission income
Insurance

Securities brokerage

Loan commissions

Payment services

Bills commissions

Safe deposit box

Funds distribution

Others

Fee and commission expense
Securities brokerage
Others

Net fee and commission income

Of which arise from:

Financial assets or financial liabilities not at fair value

through profit or loss

- Fee and commission income
- Fee and commission expense

Trust and other fiduciary activities
- Fee and commission income
- Fee and commission expense
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FEEHR FHEGERE
2017 &£ 2016 4
6H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
L BT
HK$°000 HK$'000
54,293 54,435
43,045 35,484
23,858 29,430
11,207 9,384
7,945 8,913
7,036 8,227
5,318 3,486
5,428 5,989
158,130 155,348
(5,611) (5,180)
(3,934) (3,866)
(9,545) (9,046)
148,585 146,302
25,158 30,016
147) (186)
25,011 29,830
3,479 3,563
(133) (103)
3,346 3,460
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T RARA BRI
(%)

7. B EM (BE) /U 7. Net trading (loss)/gain
=

Net (loss) /gain from:
Foreign exchange and foreign exchange
products
Interest rate instruments

F (B /BEDRE ¢
HNEESE 5 e S N 5 E

FIRTH
[T Commodities

8. H&R&EEFZS 8. Net gain on other financial assets

n BRI F A Net gain on available-for-sale securities
oA Others
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Notes to the Interim Financial Information (continued)

FEEHR FELEHEE
2017 & 2016 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT AT T
HK$’000 HK$'000
(102) 29,941
(3,578) (2,859)

15 -

(3,665) 27,082
FEEHE FHELEEE
2017 4E 2016 4F

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT BT
HK$°000 HK$'000
2,800 84,456

(58) (69)

2,742 84,387
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Dividend income from investment in securities

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

Others

9. Other operating income

Notes to the Interim Financial Information (continued)

FIEEHE FELEE
2017 & 2016 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT T BETT
HK$’000 HK$'000
1,437 6,489
2,538 2,797

(41) (63)

70 31

4,004 9,254

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 2017 (first

half of 2016: Nil).
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10. Net charge of impairment allowances

Advances to customers
Individually assessed
- New allowances

- Releases
- Recoveries

Net (charge)/reversal of individually assessed loan
impairment allowances

Collectively assessed
- New allowances
- Recoveries

Net charge of collectively assessed loan
impairment allowances

Net charge of loan impairment allowances

Others

Net charge of impairment allowances
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Notes to the Interim Financial Information (continued)

FEEHR FHEGERE
2017 &£ 2016 4

6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT T
HK$°000 HK$'000
(5,694) (6,186)
5,590 -

30 7,472

(74) 1,286
(12,430) (20,359)
2 -
(12,432) (20,359)
(12,506) (19,073)
78 (6)
(12,428) (19,079)
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T RARA BRI
(%)

1. KEZH 11.

ANBEEH (BEEEE)
- SR R AR
- BREA

FRE Rl (R EfETEs)

- BERLS
- ERF
- Sty

IrEg
2 Gl

- i

- JEERETIR
FA AR HY

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)

FEEHR FHEERE
2017 4 2016 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT T BT
HK$°000 HK$'000
129,114 116,571
10,656 10,270
139,770 126,841
17,762 16,596
10,991 13,808
4,876 5,019
33,629 35,423
13,098 13,960
332 332

224 21
27,415 44,835
214,468 221,412
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hHEARA B BT Notes to the Interim Financial Information (continued)
(%)

12. &Y\ EFE 12. Net gain/(loss) from fair value adjustments on investment properties
Z3WER S (BHR)

FELGHE PGEHEE

2017 4 2016 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT T
HK$°000 HK$°000
BN EFHE Net gain/(loss) from fair value adjustments on
S () investment properties 5,750 (10,390)

13. HE EfEYE ~ 28 13. Net gain/(loss) from disposal/revaluation of properties, plant and
MR B equipment

(BHR)

FEEED FEEER
2017 4E 2016 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
HEMETIT AT IT
HK$’000 HK$'000

HHEEE AT ~ [ B S R B Net gain from disposal of equipment, fixtures and
e fittings - 35
HifEE 3L () Net gain/(loss) from revaluation of premises 702 (1,534)
702 (1,499)
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14. Taxation

Taxation in the income statement represents:

Current tax
Hong Kong profits tax

- Current period taxation

Overseas taxation

- Current period taxation

Deferred tax

Origination and reversal of temporary differences

and unused tax credits

Notes to the Interim Financial Information (continued)

FEEHR FELEHEE
2017 4 2016 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
BT T BT
HK$°000 HK$'000
49,923 52,000
5,971 10,936
7,081 1,265
62,975 64,201

Hong Kong profits tax has been provided at the rate of 16.5% (2016: 16.5%) on the
estimated assessable profits arising in Hong Kong for the first half of 2017. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of
2017 at the rates of taxation prevailing in the country in which the Group operates.
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P HAR S ERL MY Notes to the Interim Financial Information (continued)

(%)

14. RIE (&) 14. Taxation (continued)
AL R A A E AR The taxation on the Group’s profit before taxation that differs from the theoretical amount
BN - BIUEEERE that would arise using the taxation rate of Hong Kong is as follows:

BRET AR ¢

FELER FHGEEE

2017 & 2016 4

6 H 300 6 F30 [

Half-year ended Half-year ended

30 June 30 June

2017 2016

AT BT

HK$’000 HK$’000

RNl Profit before taxation 357,139 414,475
7R 16.5% (2016 4 : Calculated at a taxation rate of 16.5% (2016:16.5%)

16.5%) FHEAVHIH 58,928 68,388
FoAth BRI = TR 2 Effect of different taxation rates in the other country 2,115 1,802
R U A Income not subject to taxation (3,348) (11,914)
s EAR AT FASZ Expenses not deductible for taxation purposes 5,151 5,910
NEZIN LT Foreign withholding tax 129 15
T AFRIE Taxation charge 62,975 64,201
e Effective tax rate 17.63% 15.49%
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P HAR S ERL MY Notes to the Interim Financial Information (continued)

(&)
15. B 15. Dividends
FEEER PEEHE
201746 H30H 2016 £ 6 F 30 H
Half-year ended Half-year ended
30 June 2017 30 June 2016

5754 ke (52 AR
bl AT peitacs BT
Per share Total Per share Total
HK$ HK$’000 HK$ HK$'000
FRHARG S Interim dividend B

16. EEHRESRERERTT 16. Cash and balances with banks and other financial institutions

B H A SRR &S
&R
R 2017 48 7 2016 4F
6H30H 12 H31H
At 30 June At 31 December
2017 2016
BT T
HK$’000 HK$ 000
[EEfEER & Cash 153,003 185,466
R LRI THISEER Balances with central banks 377,169 323,646
TFRUSRTT e Eoh 4 Rl i A Balances with banks and other financial
A4EER institutions 490,647 210,685
TESRTT e Eofth Rl — Placements with banks and other financial
{iE 5 N ENH > EHATFER institutions maturing within one month 8,240,797 4,554,574
9,261,616 5,274,371
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T RARA BRI
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17. AERIAFEE
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ANERE

Total securities are analysed by place of listing as follows:

Notes to the Interim Financial Information (continued)

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

#2017 &£ A 2016 4
6 H30H 12H31H
At 30 June At 31 December
2017 2016
AT BT
HK$’000 HK$’000
At fair value
Debt securities
- Listed in Hong Kong 182,611 206,335
- Listed outside Hong Kong 173,592 447,608
Total securities 356,203 653,943
Total securities are analysed by type of issuer as follows:
2017 £ #2016 &£
685 30H 12 H31H
At 30 June At 31 December
2017 2016
AT BT
HK$°000 HK$'000
Banks and other financial institutions 339,026 -
Corporate entities 17,177 653,943
356,203 653,943

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

18. £14ESmTH 18. Derivative financial instruments
AEEEET 1L T R KA The Group enters into the following exchange rate and interest rate related derivative
RIEENTTAE M TES financial instrument contracts for trading and risk management purposes:

YFEE KR E B 2 A -

EROEH RIS Rk — Currency forwards represent commitments to purchase and sell foreign currency on a
H IS s0E S MR - future date.

BB R MR R I5 A Currency and interest rate swaps are commitments to exchange one set of cash flows for

e R B ARG © B another. Swaps result in an exchange of currencies or interest rates (for example, fixed rate

%t B XX A K ] 8 R for floating rate) or a combination of all these (for example, cross-currency interest rate
A (AN[E T A ELE A swaps). Except for certain currency swap contracts, no exchange of principal takes place.
%) s ERIFTESHE (A

RN EEEH A ) - BRI

LSRRG KN LR

SR AE -

SNEEARE B e AR E 7 Foreign currency options are contractual agreements under which the seller (writer) grants
(HEHBEHFEH) the purchaser (holder) the right, but not the obligation, either to buy (a call option) or sell (a

PR AL IE AR AR I —4F & H#A put option) at or by a set date or during a set period, a specific amount of the financial

AR AR — E I HA N 1Z 4 E instrument at a predetermined price. In consideration for the assumption of foreign

AEAS E o (SUIEHARE ) B¢ exchange and interest rate risk, the seller receives a premium from the purchaser. Options

Bt (PULHRE) —EHE are negotiated over-the-counter between the Group and its counterparty or traded through

Ayl T HAIRER] (TmIER the stock exchange (for example, exchange-traded stock option).

&%) By —TE ek - EEED
HERIAIZR b SRR BT
TR B 5 S B — S Y S
o AR EIIRE AL B
F-ITAE 551 ih 7 2 i B
L?&%ﬁﬁ?_ﬁ( LISz
HITHE D -
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

18. f74Eem T H (&) 18. Derivative financial instruments (continued)

KEFZITESRMTES The contract/notional amounts and fair values of derivative financial instruments held by
EOPEEZE 5 g (Y SE= RN} the Group are set out in the following tables. The contract/notional amounts of these
AR IR AR T instruments indicate the volume of transactions outstanding at the balance sheet dates and
BEWEY) /A BERERE certain of them provide a basis for comparison with fair value instruments recognised on
RN EEAERHRTER the balance sheet. However, they do not necessarily indicate the amounts of future cash
IR e mE e TR flows involved or the current fair values of the instruments and, therefore, do not indicate
ZEY L E AR TR the Group’s exposure to credit or market risks. The derivative financial instruments become
T —(HEE E A EFENAT favourable (assets) or unfavourable (liabilities) as a result of fluctuations in foreign
sl AN EE R EE exchange rates or market interest rates relative to their terms. The aggregate fair values of
HUSER AR - (H2 > 20N derivative financial instruments can fluctuate significantly from time to time.

SR A e B AR AR Y 3 <
FRBE AT HE - Nt
AR S A S5 6 i R Y
EEE bR TSE R -
BOTA B TR &4
HH B AV bR R S TS5 A 2R 1Y
HeF) LT SR T RAYEE
AREFEAAF] CAE) 5R
I (F|afE) By B
B REE FIRA TR
YR ED -
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18. T TR (&)
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18. Derivative financial instruments (continued)

Notes to the Interim Financial Information (continued)

The following tables summarise the contract/notional amounts and fair values of each class
of derivative financial instrument as at 30 June 2017 and 31 December 2016:

K207 6 H30H
At 30 June 2017

AV
BR/ LEBE _
Contract/ Fair values
notional BE =i
amounts Assets Liabilities
AT AT BT
HK$’000 HK$’000 HK$’000
Exchange rate contracts
Spot and forwards 1,535,610 97,242 (7,518)
Swaps 4,859,129 3,839 (11,856)
Foreign currency options
- Options purchased 1,881 10 -
- Options written 1,881 - (11)
6,398,501 101,091 (19,385)
Interest rate contracts
Swaps 451,245 669 (5,317)
6,849,746 101,760 (24,702)
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P HAR S ERL MY Notes to the Interim Financial Information (continued)

(%)

18. £74&&RTH (&) 18. Derivative financial instruments (continued)

HERELY
BI1HA R ]
E ]
HNEESE
- HAHIE
- B

HEREEY
E ]

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps

69

2016412 H 31 H
At 31 December 2016

, AV
ELOVEE = C -
Contract/ Fair values
notional HEE B
amounts Assets Liabilities
HARETIT HARETT ARTIT
HK$’000 HK$’000 HK$'000
875,601 96,139 (9,724)
2,201,697 1,159 (430)
52 3 -
52 (3
3,077,402 97,301 (10,157)
738,987 2,134 (6,814)
3,816,389 99,435 (16,971)




T RARA BRI
(%)

18. TR TR (&)

TEINETA SR T EZE
SRR - 2 RA
BEAT R LR S E R
THVEZAERIMAREL -

HERGLY
HEREEY

& &b I B AR
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B SEBERHUA R 5 8 T
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Notes to the Interim Financial Information (continued)

18. Derivative financial instruments (continued)

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

2017 &£ 7+ 2016 4

6 H30H 12H31H

At 30 June At 31 December

2017 2016

AT BT

HK$’000 HK$'000

Exchange rate contracts 19,129 3,459
Interest rate contracts 959 400
20,088 3,859

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

The total fair values of derivatives subject to valid bilateral netting agreements for the
Group amounted to HK$6,538,000 (31 December 2016: HK$12,607,000) and the effect of
valid bilateral netting agreements amounted to HK$6,538,000 (31 December 2016:
HK$12,607,000).
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19. B HAMARIE

(EIN=
AT

HEEER
SRR EE

- $E{ERIEHE
- I ERHE

il
S
M8
&k

+2017 6 H 30 H » &5
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Notes to the Interim Financial Information (continued)

19. Advances and other accounts

Personal loans and advances
Corporate loans and advances

Advances to customers
Loan impairment allowances

- Individually assessed
- Collectively assessed

Trade bills

2017 &£ A 2016 4
6 H30H 12531 H
At 30 June At 31 December
2017 2016
AT AT T
HK$’000 HK$'000
6,374,434 5,931,490
28,843,282 24,836,654
35,217,716 30,768,144
(84,299) (83,408)
(151,317) (139,382)
34,982,100 30,545,354
549,002 592,098
35,531,102 31,137,452

As at 30 June 2017, advances to customers included accrued interest of HK$41,976,000

(31 December 2016: HK$40,214,000).

As at 30 June 2017, no impairment allowances were made in respect of trade bills (31

December 2016: Nil).
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
(&)

20. BEWRE 20. Investment in securities
N20174E6 H30H
At 30 June 2017
HANHESR  HRES R AT IR
At amortised
At fair value cost
THREEEE  ERRBRGK 45T
Available- Loans
for-sale and
securities receivables Total
AT BT BETT
HK$°000 HK$°000 HK$°000
[E£73 Treasury bills 2,293,463 - 2,293,463
FAtE5E 7 Other debt securities 6,566,366 77,899 6,644,265
8,859,829 77,899 8,937,728
FikEs Certificates of deposit 5,326,497 - 5,326,497
1BH G R AF A GE4a R Total debt securities and
certificates of deposit 14,186,326 77,899 14,264,225
A58 7% Equity securities 14,278 - 14,278
14,200,604 77,899 14,278,503
2016 12 H 31 H
At 31 December 2016
FAHEYIRE  F AT IR
At amortised
At fair value cost
it ER s ERORIERGK st
Available- Loans
for-sale and
securities receivables Total
L AHTIT AHETIE
HK$'000 HK$'000 HK$'000
[EE=3 Treasury bills 1,707,412 - 1,707,412
HAEBS 5 Other debt securities 6,094,061 531,322 6,625,383
7,801,473 531,322 8,332,795
ik Certificates of deposit 5,049,642 - 5,049,642
(E1558 55 R AT s e 4 FH Total debt securities and
certificates of deposit 12,851,115 531,322 13,382,437
W a2 Equity securities 5,239 B} 5,239
12,856,354 531,322 13,387,676
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Notes to the Interim Financial Information (continued)

20. Investment in securities (continued)

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

201746 H30H
At 30 June 2017
TR ERS  SRURERK HET
Available- Loans
for-sale and
securities  receivables Total
AT AT BT
HK$’000 HK$’000 HK$’000
Debt securities and certificates of deposit
- Listed in Hong Kong 3,377,062 - 3,377,062
- Listed outside Hong Kong 1,832,390 - 1,832,390
5,209,452 - 5,209,452
- Unlisted 8,976,874 77,899 9,054,773
14,186,326 77,899 14,264,225
Equity securities
- Unlisted 14,278 - 14,278
14,200,604 77,899 14,278,503
#2016 4212 H 31 H
At 31 December 2016
AR ER S EROERGK dast
Available- Loans
for-sale and
securities receivables Total
AT AT T AT T
HK$’000 HK$’000 HK$’000
Debt securities and certificates of deposit
- Listed in Hong Kong 3,112,447 - 3,112,447
- Listed outside Hong Kong 1,690,365 - 1,690,365
4,802,812 - 4,802,812
- Unlisted 8,048,303 531,322 8,579,625
12,851,115 531,322 13,382,437
Equity securities
- Unlisted 5,239 - 5,239
12,856,354 531,322 13,387,676
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P HAR S ERL MY Notes to the Interim Financial Information (continued)
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20. BHEER (&)
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20. Investment in securities (continued)

Investment in securities is analysed by type of issuer as follows:

7201746 5 30 H

At 30 June 2017

R ESES  SRURERGK “EEt

Available- Loans

for-sale and
securities receivables Total
AT AT BT
HK$°000 HK$’000 HK$’000
Sovereigns 4,059,244 - 4,059,244
Banks and other financial institutions 9,339,778 77,899 9,417,677
Corporate entities 801,582 - 801,582
14,200,604 77,899 14,278,503

2016412 H31 H
At 31 December 2016

It ERS S SRR EIGR “aEt

Available- Loans

for-sale and
securities receivables Total
BT BN BT
HK$'000 HK$'000 HK$'000
Sovereigns 4,170,843 - 4,170,843
Banks and other financial institutions 7,779,887 531,322 8,311,209
Corporate entities 905,624 - 905,624
12,856,354 531,322 13,387,676
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21. & 21. Investment properties
#2017 &£ 7~ 2016 £
6 H30H 12531 H
At 30 June At 31 December
2017 2016
AT AT T
HK$’000 HK$’000
W1H1H At 1 January 203,860 246,860
INEEIES (BBE) Fair value gain/(loss) 5,750 (14,100)
BT B R 23 Reclassification to properties, plant and equipment
oy . (28,900)
VSV At period/year end 209,610 203,860
22. W ~ 23 Rt 22. Properties, plant and equipment
B~ EE
BE i e T st
Equipment,
fixtures and
Premises fittings Total
AT AT BT T
HK$°000 HK$°000 HK$°000
2017 F1H1HZ Net book value at
RETHFE 1 January 2017 1,489,261 43,112 1,532,373
e Additions 2,810 1,092 3,902
HE Disposals - - _
EEUh Revaluation 14,813 - 14,813
AHAPTEE (fffsE 11) Depreciation for the period (Note 11) (8,949) (4,149) (13,098)
P S A= Exchange difference 5 157 162
20176 H30H> Net book value at
RREDFE 30 June 2017 1,497,940 40,212 1,538,152
201746 H30H At 30 June 2017
A B (E Cost or valuation 1,497,940 137,240 1,635,180
E e e Accumulated depreciation and
impairment - (97,028) (97,028)
201746 H30H> Net book value at
SR TAT B 30 June 2017 1,497,940 40,212 1,538,152
A 2 R AN A BA (B The analysis of cost or valuation of the above assets is as follows:
par s 1NN
#2017F6 H 30 H At 30 June 2017
A &N At cost - 137,240 137,240
F{hfE At valuation 1,497,940 - 1,497,940
1,497,940 137,240 1,635,180
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22. Properties, plant and equipment (continued)

Notes to the Interim Financial Information (continued)

B~ [EE
FBE SR B S HaEt
Equipment,
fixtures and
Premises fittings Total
BT AT BT
HK$’000 HK$’000 HK$'000
2016 FE1H 1H> Net book value at
NEELFE 1 January 2016 1,495,414 38,388 1,533,802
iy Additions 25,532 14,859 40,391
e Disposals 917) - (917)
Hfh Revaluation (41,633) - (41,633)
YT Depreciation for the year (18,034) (9,862) (27,896)
FERERE Impairment for the year . . _
B EE e E Y Reclassification from investment
properties 28,900 - 28,900
PR Exchange difference €] (273) (274)
A 20164 12 H 31 H> Net book value at
HRIHEDFHE 31 December 2016 1,489,261 43,112 1,532,373
#2016 4 12 H 31 H At 31 December 2016
A S A Cost or valuation 1,489,261 138,588 1,627,849
TR R R Accumulated depreciation and
impairment - (95,476) (95,476)
#2016 4 12 H 31 H > Net book value at
HETFE 31 December 2016 1,489,261 43,112 1,532,373
A 2 R AN A BA (B The analysis of cost or valuation of the above assets is as follows:
SIFTAE -
2016412 H 31 H At 31 December 2016
HRAE At cost - 138,588 138,588
FAtiE At valuation 1,489,261 - 1,489,261
1,489,261 138,588 1,627,849
23. HinEE 23. Other assets
R 2017 &8 1 2016 4F
6 H30H 12 H31 H
At 30 June At 31 December
2017 2016
BB BT
HK$’000 HK$’000
HEE Precious metals 54,503 57,023
JRE AR TE R TN 4 Accounts receivable and prepayments 685,695 664,079
740,198 721,102
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24, BE{EER 24. Deposits from customers
2017 & 7> 2016 4E
6 H30H 12H31H
At 30 June At 31 December
2017 2016
AT BT
HK$’000 HK$'000
HIEHFR S AR AR AR Demand deposits and current accounts
- NH] - Corporate 4,665,143 4,678,808
- {EA - Personal 714,498 566,507
5,379,641 5,245,315
BT Savings deposits
E/NC] - Corporate 4,053,612 4,103,772
- {EA - Personal 15,082,412 14,536,543
19,136,024 18,640,315
EHH ~ WA ROE A ER Time, call and notice deposits
- NH] - Corporate 10,448,968 10,438,659
- {EA - Personal 14,694,401 11,113,331
25,143,369 21,551,990
49,659,034 45,437,620
25. HAMMEIE R 25. Other accounts and provisions
2017 4F 7 2016 4E
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
BT AT IT
HK$°000 HK$’000
HoAth FE IR Other accounts payable 451,372 534,044
S Provisions 1,343 23,644
452,715 557,688

77



A & a4y

@hiyu Banking Corporation Led,

P HAR S BRI Notes to the Interim Financial Information (continued)

(80
26. IRIERIH

RIS & G
HAIFE129E TSI |
R R ERM PSR
SHAE A o B S B A
R T L A o 2 T e P 22 %
B IR R e -

HEABRRNZIEIERIH

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 and unused tax credits in accordance with HKAS 12 “Income Taxes”.

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

(&E)  AEFEEE - and the movements during the first half of 2017 and the year ended 31 December 2016 are
PAREAE 20174 B E4F R as follows:
H£2016F12H31H k£
el i
#2017 6 H30H
At 30 June 2017
T N -
gt YIEEN i AR At 4t
Accelerated
tax Property Impairment
depreciation _ revaluation Losses allowance Others Total
AT AT AT AT AT BT
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000 HK$°000
#2017 4 At 1 January 2017
1H1H 13,971 208,855 - (90,422) (33,069) 99,335
EEMEnea] Charged to
CHsE 14) income
statement
(Note 14) 841 241 - 3,358 2,641 7,081
S0 HA A T Charged to other
o comprehensive
income - 1,208 - 6,515 7,723
PEE £ 755 Exchange
difference - - (616) - (616)
A 2017 & At 30 June 2017
6 H30H 14,812 210,304 - (87,680) (23,913) 113,523

78



A & a4y

@hiyu Banking Corporation Ltd.

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

26. EIERIE (&) 26. Deferred taxation (continued)

#2016 412 H 31 H
At 31 December 2016

&y TE - ) o .
RATHE VIsEELS B8 BB HA HEET
Accelerated
tax Property Impairment
depreciation revaluation Losses allowance Others Total
ARETIT AT AT AT AT AT
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
1 2016 4 At 1 January 2016
1A1H 9,977 214,083 (52) (75,803) (24,101) 124,104
gl (&30) Charged/(Credited)
Prena to income
statement 3,994 2,635 52 (17,697) (83) (11,099)
SEnHM Credited to other
Uzs comprehensive
income - (7,863) - - (8,885) (16,748)
BEE £ 72 4H Exchange
difference - - - 3,078 - 3,078
A 2016 4 At 31 December
12531 H 2016 13,971 208,855 - (90,422) (33,069) 99,335
A EEHER G AR IE Deferred tax assets and liabilities are offset on an individual entity basis when there is a
EEBIRAMITE 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
B8 o RUTHEHE F A IR AE offsetting, are shown in the balance sheet:
MIAE IR IERIH AR G
K - TYITEEERAESR
NYIEZ &% » Tt AEE
B -
#2017 4£ #2016 F
6 H30H 12 531 H
At 30 June At 31 December
2017 2016
BT T AIETIT
HK$°000 HK$ 000
BRI S E Deferred tax assets (55,446) (60,452)
BIEFIE A S Deferred tax liabilities 168,969 159,787
113,523 99,335
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26. MRIEFRIE (&) 26. Deferred taxation (continued)
IRIEFRIEE ZE (#EE 12 ([ Deferred tax assets to be recovered after more than
Agugal) twelve months
IRIEFRTE G (E (i 12 {E Deferred tax liabilities to be settled after more than
A&Zf) twelve months
27. A 27. Share capital
BT REUE - Issued and fully paid:
3,000,000 f3% 3 3,000,000 ordinary shares
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2017 & A 2016 4
6 H30H 12531 H
At 30 June At 31 December
2017 2016
AT BT
HK$°000 HK$ 000
(55,446) (60,452)
192,883 192,857
137,437 132,405
#2017 £ A 2016 4
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT AT IT
HK$’000 HK$'000
300,000 300,000
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(BE=S

(a) &EEEFILERIRATE
BREZRA Uit
) iR

eyl

e

TRAEE 5

BT E A [

L R (FFR ]
B )

JREH] H a8 3 (8 H Z 7
SRAT R HA R A4S

I E A 3 (2R
7 RS e S8
Gl

FE B LI TR LA ASH
2 SR 2

P RT A 2)

BRTT B ELAth <R 2 77K
Fesditr 2 )

MR

PRI BB &R A
CRD)

KRB B R B ERE
- AR
- EAFIE
- CHE

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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28. Notes to condensed consolidated cash flow statement

Notes to the Interim Financial Information (continued)

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

PUEEEE PAEEEE
2017 &£ 2016 4

6 530H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2017 2016
AT AT
HK$°000 HK$'000
350,687 426,364
13,098 13,960
12,428 19,079
(1,702) 37)
(192) (6,023)
44,508 (299,510)
(350,794) 1,373,914
297,740 245,481
5,406 (23,394)
(4,406,475) (2,701,708)
(338,891) (3,001,816)
(19,018) (312,380)
4,792,738 1,261,266
4,221,414 1,396,253
(104,973) (372,281)
2,378 (1,474)
4,518,352 (1,982,306)
599,292 616,047
(155,123) (174,611)
1,437 6,490
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(b) HERFRBEEE
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JEE A R R FHA A
3 (B R AZEIERTT
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JREIFIHTE 3[MHAZ
FE $RAT R H A 52
PR I

JFREIFIHTE 3([MHAZ
7

Notes to the Interim Financial Information (continued)

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

(b) Analysis of the balances of cash and cash equivalents

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

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

Treasury bills with original maturity within three
months
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2017 &£ 7 2016 4
6 H30H 6 H30H
At 30 June At 30 June
2017 2016
AT BT
HK$’000 HK$'000
8,712,779 6,115,116
38,633

499,791 609,388
9,212,570 6,763,137
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Notes to the Interim Financial Information (continued)

29. 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.

2017 & #2016 £

6 H30H 12H31H

At 30 June At 31 December

2017 2016

BT BT

HK$’000 HK$'000

Direct credit substitutes 6,313 5,148

Transaction-related contingencies 26,144 25,786

Trade-related contingencies 407,248 535,430
Commitments that are unconditionally cancellable

without prior notice 6,096,889 6,026,415

Other commitments with an original maturity of

- up to one year 83,407 93,769

- over one year 2,142,506 1,782,194

8,762,507 8,468,742

Credit risk-weighted amount 1,039,415 782,016

The credit risk-weighted amount is calculated in accordance with the Banking (Capital)
Rules. The amount is dependent upon the status of the counterparty and the maturity
characteristics of each type of contract.
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Notes to the Interim Financial Information (continued)

S L 49 P RS B
KT PR 3% -

84

30. EAKIE 30. Capital commitments
REE AR P A P & The Group has the following outstanding capital commitments not provided for in this interim
B 2 EARIESH financial information:
W :
2017 48 7 2016 4E
6 H30H 12 H31H
At 30 June At 31 December
2017 2016
AT BT
HK$’000 HK$'000
B RS EE AR B Authorised and contracted for but not provided for 12,864 15,651
EALAEEREL Authorised but not contracted for - .
12,864 15,651
DA BB ARIER 53 Fo s it The above capital commitments mainly relate to commitments to purchase computer
A Z BERSHE (A Rk > AR equipment and software, and to renovate the Group’s premises.
KEMZEFHEETE K
¥ -
31. KEHEAE 31. Operating lease commitments
(a) fERZAFAA (a) As lessee
REBARHY &2 The Group has commitments to make the following future minimum lease payments
THEEY T RA%E under non-cancellable operating leases:
B R A e R S R
PN 2 B4
#2017 4£ #2016 £
6 H30H 12H31H
At 30 June At 31 December
2017 2016
BT AMETIT
HK$°000 HK$ 000
Tt RS Land and buildings
- A 14 - Not later than one year 30,363 28,566
-1FEM EESFERN - Later than one year but not later than five
years 33,712 24,721
64,075 53,287
EHEF R HE Certain non-cancellable operating leases included in the table above were subject to
4B T4 BT T RS i renegotiation and rent adjustment with reference to market rates prevailing at specified
SEHHOHHE agreed dates or according to the special conditions as stipulated in the leases.
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31. &LBHEERE (8) 31. Operating lease commitments (continued)

(b) fEREFEA (b) As lessor
TRAZ R Y 2 & The Group has contracted with tenants for the following future minimum lease
HEL) MR ARGEEE receivables under non-cancellable operating leases:
MHEFITGNZRKE
RATH S 2 S (R <8
2017 & 7 2016 4
6 H30H 12531 H
At 30 June At 31 December
2017 2016
BT AT
HK$°000 HK$°000
Tt R Land and buildings
- AHiE 1A - Not later than one year 3,886 3,272
-1 EZE S FER - Later than one year but not later than
five years 1,879 1,431
5,765 4,703

AEE DK ZHER X The Group leases its investment properties under operating lease arrangements, with
THE &Y%  HE T leases typically for a period from one to three years. The terms of the leases generally
WEHR 1FEZE 3F require the tenants to pay security deposits and provide for rent adjustments according to
IR — A B & the prevailing market conditions at the expiration of the lease.

R brag s K R R AT
> IR A T35 IR
IMEEEAH S -

85



A & a4y

@hiyu Banking Corporation Letd.

SRR B BRI R
(8

32. S

Notes to the Interim Financial Information (continued)

32. Segmental reporting

() HXFHEEID

(a) Operating segments information

REEEER Y R = (8%
B EL BRI A
TSR (SR TETS
T B BT - SEASARAY 7>
FREENAREFE K
FE A -

{8 A SRITMI R 2ESRTT 2
B gt 2 AR
TR - BB SR -
B ERK - B AR
B E i e HoAth (5 & iR
¥~ & R RIS ~ 41
WeSERS AT AR E e fELA
IRITRBREERERT
8N M ER T2
BREFEERBAEZ
5o BIRTEZESLR bR
THEEESS HETE
HEEEAREE S FIER
FOSNEERL - T Hiftl ) 32
— W ER AR
A B YR S

PR -

SETSERIVEE - AL
A S BOERR A
RS RN AR E
STBCRE TR
BEREEERERZE
TSR EB A B AT DA
HUE Y BB RIS
e PEEBRARNE
B AN E
MG E 22
DATH SR Ryt - 3%
[ B EE AR ©

REEA E I AKIR
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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32. EEHE (&) 32. Segmental reporting (continued)
(a) EEBES (8) (a) Operating segments information (continued)
RSB ST BT HAtt. /Nt EhHHES wE
Personal Corporate
Banking Banking Treasury Others Subtotal  Eliminations  Consolidated
AT T AT AT AT BT BETT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
YGRS Half-year ended
201746 H30H 30 June 2017
EERIISUION Net interest income
- Ak - external (33,856) 318,757 139,435 - 424,336 - 424,336
- PSS - inter-segment 174,335 (95,425) (78,910) - - - -
140,479 223,332 60,525 - 424,336 - 424,336
THIREE RS A Netfee and commission
/(GZHD) income/(expense) 108,003 40,714 (132) - 148,585 - 148,585
TR GG (5HH)  Net trading gain/(loss) 8,552 3,474 (5,298) (10,393) (3,665) - (3,665)
FEBLIAHES# T Net gain on financial instruments
NEgs 2 SRl T E$ designated at fair value
ey through profit or loss - - 1,581 - 1,581 - 1,581
Hftr&miigre > % (B5  Net (loss)/gain on other financial
) M assets - (58) 2,800 2,742 - 2,742
HAECEA Other operating income 21 260 50 16,578 16,909 (12,905) 4,004
FEEREREHEATS S Net operating income before
=N impairment allowances 257,055 267,722 59,526 6,185 590,488 (12,905) 577,583
TRAEZER S Net charge of impairment
allowances (712)  (11,715) - @) (12,428) - (12,428)
PEEE I PN Net operating income 256,343 256,007 59,526 6,184 578,060 (12,905) 565,155
[ Operating expenses (146,809) (58,584) (9,167) (12,813) (227,373) 12,905 (214,468)
fesal| Operating profit 109,534 197,423 50,359 (6,629) 350,687 - 350,687
BEEYRE A HEEE Net gain from fair value
s adjustments on investment
properties - - - 5,750 5,750 - 5,750
HE EYEE - 45 Net gain from
[Zp e Pkl disposal/revaluation of
properties, plant and
equipment - - - 702 702 - 702
Syl Profit before taxation 109,534 197,423 50,359 (177) 357,139 - 357,139
R 201746 H30H At30June 2017
BE Assets
SYEERE Segment assets 9,750,137 27,986,899 24,010,048 1,694,109 63,441,193 - 63,441,193
BafE Liabilities
SEAE Segment liabilities 39,400,224 11,314,864 5,160,193 298,271 56,173,552 - 56,173,552
FELEE Half-year ended
20174E6 H30H 30 June 2017
HAnER Other information
- ZNES Capital expenditure - 277 - 3,626 3,903 - 3,903
reE Depreciation 2,881 1,331 53 8,833 13,098 - 13,098
Eszasiic] Amortisation of securities - - (2,110) - (2,110) - (2,110)
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32. EEE (&) 32. Segmental reporting (continued)
(a) EERKES (&) (a) Operating segments information (continued)
ELASRTT TR T WAEERS Hthy N T e
Personal Corporate
Banking Banking Treasury Others Subtotal Eliminations Consolidated
T AT T T T AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
YEERE Half-year ended
201646 H30H 30 June 2016
EERIISUION Net interest income
- Ik - external (14,020) 251,477 164,109 - 401,566 - 401,566
- B - inter-segment 155,077 (37,807)  (117,270) - - - -
141,057 213,670 46,839 - 401,566 - 401,566
SRR RSN Netfee and commission
YA income/(expense) 101,513 45,037 (248) - 146,302 - 146,302
SFRGEIRS (B> Nettrading gain/(loss) 8,875 8,410 (1,522) 11,319 27,082 - 27,082
FERLAHES(EET  Netloss on financial
NEgs 2 SRl T E$ instruments designated at fair
[ EiE value through profit or loss - - (1,736) - (1,736) - (1,736)
Hftr&miiges % (5 Net (loss)/gain on other
B S Es financial assets - (69) 12,564 71,892 84,387 - 84,387
HtraE A Other operating income 30 253 - 22,027 22,310 (13,056) 9,254
HRECREXERT 2R Net operating income before
BN impairment allowances 251,475 267,301 55,897 105,238 679,911 (13,056) 666,855
BT () Net (charge)/reversal of
gl impairment allowances (1,230) (18,515) B 666 (19,079) - (19,079)
FREEBIA Net operating income 250,245 248,786 55,897 105,904 660,832 (13,056) 647,776
L Operating expenses (144,790) (56,093) (7,783) (25,802) (234,468) 13,056 (221,412)
fue =gyl Operating profit 105,455 192,693 48,114 80,102 426,364 - 426,364
PEEE A TESE  Netloss from fair value
TSR adjustments on
investment properties - - - (10,390) (10,390) - (10,390)
e EEE - 28 Net loss from
MRS s E disposal/revaluation of
properties, plant and
equipment - - - (1,499) (1,499) - (1,499)
Syl Profit before taxation 105,455 192,693 48,114 68,213 414,475 - 414,475
#2016 4E 12 H 31 H At 31 December 2016
BE Assets
TTERERE Segment assets 9,303,696 23,998,600 19,147,478 1,658,758 54,108,532 - 54,108,532
BafE Liabilities
SrEfEE Segment liabilities 35,826,897 10,822,718 293,266 289,119 47,232,000 - 47,232,000
FELEE Half-year ended
20164E6 H30H 30 June 2016
HAER Other information
BAMSH Capital expenditure - 10 - 1,872 1,882 - 1,882
reE Depreciation 2,994 1,829 70 9,067 13,960 - 13,960
Eiozay: i Amortisation of securities - - 6,340 - 6,340 - 6,340
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Notes to the Interim Financial Information (continued)

32. Segmental reporting (continued)

(b) By geographical area

The following information is presented based on the principal places of operations:

FEEHZ 201746 H30H
Half-year ended 30 June 2017

HAFELEEZ 2016 426 H 30 H
Half-year ended 30 June 2016

REUEE BT FRHUBRE R
EHERIZ il EHERIZ i)
Net operating Net operating
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT BT BT
HK$°000 HK$°000 HK$'000 HK$'000
Hong Kong 531,609 318,111 592,717 361,781
Mainland of China 45,974 39,028 74,138 52,694
577,583 357,139 666,855 414,475

201746 H30H
At 30 June 2017

2016412 H 31 H
At 31 December 2016

=3 B E HulE JEREERE

Non-current Non-current

Total assets assets Total assets assets

BT BT AHTIT HAETIT

HK$’000 HK$’000 HK$’000 HK$’000

Hong Kong 59,813,157 1,743,186 50,703,565 1,731,013
Mainland of China 3,628,036 4,579 3,404,967 5,248
63,441,193 1,747,765 54,108,532 1,736,261

33. Assets pledged as security

As at 30 June 2017, the liabilities of the Group amounting to HK$1,581,000 (31 December
2016: HK$667,000) were secured by bills. The amount of assets pledged by the Group to
secure these liabilities was HK$1,578,000 (31 December 2016: HK$665,000) included in

“Trade bills”.

89



A & a4y

@hiyu Banking Corporation Letd.

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

34, FEEREALIE 34. Significant related party transactions

BEAEINEEAE R General information of the parent companies:

A EHFTE A T PR BOCHK, the Group’s former immediate holding company, disposed 2,114,773 shares,
EHEBERAEAEENEE being all interests in the Group, of which 1,929,373 shares were transferred to Xiamen
4t 2,114,773 By HVE > Hip International Investment Limited, a wholly owned subsidiary of Xiamen International Bank
iy 1,929,373 HETEME Co., Ltd, and 185,400 shares were transferred to Committee of Jimei Schools
EIEEATRAE (T EFERE respectively. The transaction was completed and the shares transfer of the Group effected
& ) AT R EP RS on 27 March 2017.

SRITRRATRAT (TEFIEH
PRRAT ) RUREIT A
185,400 f & FHERERZ
Sy o i 2017 &£ 3 H 27
H (R )T > AR
s RE 0 % TR TR

AREEHEMEE R TR The Group is indirectly controlled by Xiamen International Bank Co., Ltd., which is a

P B RS IR T =R Chinese commercial bank established in the People’s Republic of China (the “PRC”).

i A RALFIE (" A )

PRILE TR SRR T -

(a) HEAE REAFZ (a) Transactions with the parent companies and the other companies
&> Eph N TR controlled by the parent companies
5
[0} 0]
REE Y H RN E] The Group’s immediate holding company is Chiyu International Financial Holdings
EEREE S A Limited (“Chiyu International Holdings”), which is a wholly-owned subsidiary of Xiamen
fRAE « TEREES International Investment Limited, which is in turn wholly owned by Xiamen
) EREEESEE International Bank Co., Ltd.

B FIERPER A = E  E
NE) A
FIR SR T A -

R ER 5y B8 PR PR SR 1T The majority of transactions with Xiamen International Bank Co., Ltd. arise from
BT GRE &R money market activities. As at 30 June 2017, the related aggregate amount due from
EE) - jA 2017 £ 6 H and to Xiamen International Bank Co., Ltd. of the Group were HK$39,019,000 and
30 H » AEEMHEEER HK$608,986,000 respectively. The aggregate amount of income of the Group arising
T FEAT B PR & RT3k from these transactions with Xiamen International Bank Co., Ltd. from effective date to
TH 488 oy B B B W 30 June 2017 was HK$91,000.

39,019,000 7T K i
608,986,000 7T - 43
H#EZ 2017 4 6 H 30
B[ P P SR AT A 8
BLAREE AR PR
W A HE Ry S 91,000
T e
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(a) BEAFE RBAEER
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Notes to the Interim Financial Information (continued)

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

controlled by the parent companies (continued)

The majority of transactions with other companies controlled by the parent companies
arise from deposits from customers. As at 30 June 2017, the related aggregate
amount of the Group was HK$237,000.

(ii)
The Group’s former 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 is subjected to the control of the State Council of the PRC Government
through CIC and Central Huijin, which also directly or indirectly controls a significant
number of entities through its government authorities, agencies, affiliates and other
state controlled entities. The Group enters into banking transactions with government
authorities, agencies, affiliates and other state controlled entities in the normal course
of business at commercial terms.

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

- lending, provision of credits and guarantees, and deposit taking;

- inter-bank balance taking and placing;

- sales, purchase, underwriting and redemption of bonds issued by other state
controlled entities;

- rendering of foreign exchange, remittance and investment related services;

- provision of fiduciary activities; and
- purchase of utilities, transport, telecommunication and postage services.
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34. FE > ERE AL S 34. Significant related party transactions (continued)
€:-))

Notes to the Interim Financial Information (continued)

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

(a) BEAFE RBAEER

ZHAATETHRS
(&)

R o3 B B SRAT HE AT
R IR E BRI EEE) -
2017 FEELZE AR ATEA
B SRAT R WL ZE 1 R
o A U RS H S
SRR 3,429,000 JT
(2016 4 B4 @ B
12,810,000 7T ) J ¥
1,332,000 7t (2016 4 F
A IS 4,654,000 7T ) -

RER5y A4 H AT Z B
H] e EA A EI AL 5
REEFFR - 2017 8
AR H AR L S
IR AN B R
Hkils 2,488,000 7T (2016
B4R S 5,451,000
JC) e

B bt BR A - BLECARESY
B R B EEH 2
FAG AL S -

B TR R et
FEBRETRTEEL
o EEEGR - SR E
BTG -

controlled by the parent companies (continued)

The majority of transactions with BOC arise from money market activities. The
aggregate amounts of income and expenses of the Group arising from these
transactions with BOC for the period of 2017 before effective date were
HK$3,429,000 (first half of 2016: HK$12,810,000) and HK$1,332,000 (first half of
2016: HK$4,654,000) respectively.

The majority of transactions with other companies controlled by the former parent
companies arise from deposits from customers. The aggregate amount of expenses
of the Group arising from these transactions for the period of 2017 before effective
date was HK$2,488,000 (first half of 2016: HK$5,451,000).

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

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

34. FE > ERE AL S 34. Significant related party transactions (continued)
€:-))

(b)

FEREAR

FHEEEABBERLE
FE B PR B A RE T
FEEAETE - f5E R
EEEEEE AL
BEEERSEEHEA
B - AEFEIEE#ES
TEEZIEEEAE
FERRR r) He i B R
EERE - PREIN T
- AREEN A BA
HRAT R HAREE N E 2 £
ESE TN @R E]h
NEHETERRLS -

FEEE A& HE0
T

Fell - HAFHIE T
TEH FARIRAER

(b) Key management personnel

Key management personnel are those persons having authority and responsibility
for planning, directing and controlling the activities of the Group, directly or indirectly,
including directors and senior management. The Group accepts deposits from and
grants loans and credit facilities to key management personnel in the ordinary
course of business. During both the current and prior periods, no material
transaction was conducted with key management personnel of the Bank and its
holding companies, as well as parties related to them.

The compensation of key management personnel is detailed as follows:

FEERE PAELEEE

2017 & 2016 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2017 2016
AT AT
HK$’000 HK$’000
Salaries, other short-term employee
benefits and post-employment benefits 4,527 5,474
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35. International claims

Notes to the Interim Financial Information (continued)

The below analysis is prepared with reference to the completion instructions for the HKMA
return of international banking statistics. International claims are exposures to counterparties
on which the ultimate risk lies based on the locations of the counterparties after taking into
account the transfer of risk, and represent the sum of cross-border claims in all currencies

and local claims in foreign currencies. For a claim guaranteed by a party situated in a country
different from the counterparty, the risk will be transferred to the country of the guarantor. For
a claim on an overseas branch of a bank whose head office is located in another country, the
risk will be transferred to the country where its head office is located.

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

Mainland of China
Hong Kong

Mainland of China
Hong Kong

2017426 H30H
At 30 June 2017
FESRITRANGE S
Non-bank private sector
FESRLT Fest
1T BEITHR SRR VN #Est
Non-bank
Official financial Non-financial
Banks sector institutions private sector Total
AT AT AT AT AT
HK$’000 HK$°000 HK$°000 HK$°000 HK$’000
9,859,000 73,000 207,000 1,339,000 11,478,000
1,350,000 693,000 6,219,000 8,262,000
#2016 4212 H 31 H
At 31 December 2016
FEERITRA AR RS
Non-bank private sector
B JRIRTT e
$R1T BTt R LIVNG i dast
Non-bank
Official financial  Non-financial
Banks sector institutions  private sector Total
BETL BWTL  BETT BT I
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
7,989,000 70,000 1,031,000 9,090,000
169,000 475,000 7,036,000 7,680,000
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Notes to the Interim Financial Information (continued)

36. Non-bank Mainland exposures

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

R20174£6 B30 H
At 30 June 2017

HEAR REAR

SERHR RN FHMY
HH bR AR ERRE  GERRE
ltems in On-balance Off-balance
the HKMA sheet sheet Total
return exposure exposure exposure
BT BT BT
HK$’000 HK$’000 HK$’000

Central government, central

government-owned entities and their

subsidiaries and joint ventures 1 2,805,483 2,831 2,808,314
Local governments, local

government-owned entities and their

subsidiaries and joint ventures 2 2,922,157 171,427 3,093,584
PRC nationals residing in Mainland

or other entities incorporated in

Mainland and their subsidiaries and

joint ventures 3 5,276,406 397,759 5,674,165
Other entities of central government

not reported in item 1 above 4 420,327 7,049 427,376
Other entities of local governments not

reported in item 2 above 5 - - R

PRC nationals residing outside

Mainland or entities incorporated

outside Mainland where the credit is

granted for use in Mainland 6 2,462,011 210,510 2,672,521
Other counterparties where the

exposures are considered to be

non-bank Mainland exposures 7 501,904 - 501,904
Total 8 14,388,288 789,576 15,177,864
Total assets after provision 9 63,418,812

On-balance sheet exposures as
percentage of total assets 10 22.69%
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Notes to the Interim Financial Information (continued)
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36. JESRTTHYANHEEfE&IE 36. Non-bank Mainland exposures (continued)
€:-))

#2016 412 H 31 H
At 31 December 2016

HEAM EEAR
SERE#R RAHY FAINT
A JE\F A s SEEbRRE
ltems in On-balance  Off-balance
the HKMA sheet sheet Total
return exposure exposure exposure
BT BT ARTIT
HK$'000 HK$'000 HK$'000
R ~ BRI Central government, central
s - @A e’ government-owned entities and their
3% subsidiaries and joint ventures 1 2,716,268 3,287 2719555
HoOAFBUR ~ #OFBURRFERY Local governments, local
R - B AT AR government-owned entities and their
3% subsidiaries and joint ventures 2 2,731,461 173,102 2,904,653
g NEEEHAFEE  PRC nationals residing in Mainland
AEEHIRRE ~ FFTRE A or other entities incorporated in
H R EERE Mainland and their subsidiaries and
joint ventures 3 4,329,181 299,473 4,628,654
REFEAE _FiltsE—IEF 2 Other entities of central government
JFA B ELAil AR not reported in item 1 above 4 270,794 3,100 273,894
FEFEIE_FAiEE I8 J5E; - Other entities of local governments not
P B ELAil AR reported in item 2 above 5 R B R
R NEREFESMNE  PRC nationals residing outside
fagtsRg - EAREEAR Mainland or entities incorporated
(B35 outside Mainland where the credit is
granted for use in Mainland 6 1,876,776 254,687 2,131,463
Hith 32 5 ¥ F A &EHE  Other counterparties where the
B B I ESRAT Y P exposures are considered to be
HRIE non-bank Mainland exposures 7 489,774 - 489,774
Y=t Total 8 12,414,254 733,739 13,147,993
HURCE M R HY & SR Total assets after provision 9 53,075,482
EEABERANAE A  On-balance sheet exposures as
(HEFESEZEE 7kl percentage of total assets 10 23.00%
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Notes to the Interim Financial Information (continued)

37. Compliance with HKAS 34

38.

The unaudited interim financial information for the first half of 2017 complies with HKAS 34
“Interim Financial Reporting” issued by the HKICPA.

Statutory accounts

The financial information relating to the year ended 31 December 2016 that is included in
this Interim Report as comparative information does not constitute the Bank’s statutory
annual consolidated financial statements for that year but is derived from those financial
statements. Further information relating to these statutory financial statements required to
be disclosed in accordance with section 436 of the Hong Kong Companies Ordinance is as
follows:

The Bank has delivered the financial statements for the year ended 31 December 2016 to
the Registrar of Companies as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Hong Kong Companies Ordinance.

The Bank’s auditor has reported on those financial statements. The auditor’s report was
ungualified; did not include a reference to any matters to which the auditor drew attention
by way of emphasis without qualifying its report; and did not contain a statement under
sections 406(2), 407(2) or (3) of the Hong Kong Companies Ordinance.
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Independent Review Report

Lok GRS Ernst & Young
EHEPEBREE 19 22/F CITIC Tower
PERE 22 # 1 Tim Mei Avenue

Central, Hong Kong

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 2 to 97, which
comprises the condensed consolidated balance sheet of Chiyu Banking
Corporation Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at
30 June 2017 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, 11 September 2017
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HA &R Additional Information
1. BT ZHBAE

Bt Jas 2 SR B AR A A T

1. Subsidiaries of the Bank

The particulars of subsidiaries are as follows:

Rl =

I 8k ke H 5 CRTTIEUE BeA FrA L TR
Place and date of

Name incorporation/operation  Issued share capital Interest held Principal activities

ERT (REA) ARATE &E Lo piliean) 100% FRERAR IS S A B
1981411 H3H 100,000 #&T

Chiyu Banking Corporation Hong Kong Ordinary shares 100% Nominee service and

(Nominees) Limited 3 November 1981 HK$100,000 investment holding

MIEEEARAT EE Lo piliean) 100% e ISR INEUE S
19614E12H11H 2,800,000 7T THE

Seng Sun Development Hong Kong Ordinary shares 100% Investment holding and

Company, Limited 11 December 1961 HK$2,800,000 leasing of properties
to group companies

fICRAIRAE EE Lopiliean) 100%* TEPER
20014E5H4H 2 Bt

Grace Charter Limited Hong Kong Ordinary shares 100%* Investment holding
4 May 2001 HK$2

ERREEARAIRAE i fyilical 100% Business not yet
2017 43 H 13 H 1,000,000 3#&7¢ commenced

Chiyu International Capital Hong Kong Ordinary shares 100% REAtEEE

Limited 13 March 2017 HK$1,000,000

EREEEHARNE i fyilical 100% Business not yet
2017 £ 3 H 13 H 1,000,000 7T commenced

Chiyu Asset Management Hong Kong Ordinary shares 100% R E

Limited

*AFRATIA R A A

e (RTTSR (B 2

AR

RAREFES Z TSRS
Fa GRITSEIEED HT (R
T3 (heE2) M) AR

3k

13 March 2017

* Shares held indirectly by the Bank

HK$1,000,000

Compliance with the Banking (Disclosure) Rules

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

3. Management's Discussion and Analysis

Business Review

In the first half of 2017, the Mainland of China, as one of the world’s major economies,
became a crucial engine for global economic development through its remarkable economic
growth and the advocate of the Belt and Road Initiative. Meanwhile, the US economy still
persisted to grow along with the rate hike cycle. The Eurozone economy sustained stable
growth and continued its recovery.

Hong Kong, as an open economy, has benefited from the Mainland’s continuous economic
growth and the Mutual Market Access policy, together with stabilisation in the global
economy, growth continued with an upward momentum during the first half of 2017 although
various uncertainties over geopolitics remained.

Amid stable improvement in the global and Mainland economy, the banking industry in Hong
Kong was growing steadily. The loan market, benefited from the growth of cross-border
businesses, recorded relatively faster development. Yet, the intensifying deposit market
competition led to high funding cost. In conjunction with the persistently low interest rate
environment, the banks faced considerable challenges in maintaining profitability. Also, as
supervision on the banking industry tightened up, compliance cost continued to rise.

In view of opportunities and challenges in the operating environment and increasing
uncertainties in operating risk, the Group aims to pursuit a continuous business growth and
maintains a solid financial strength at the same time in order to better withstand market
uncertainties. Moreover, the Group has stepped up in enhancing and strengthening risk
management and internal control in order to maintain a sustainable growth.
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Additional Information

3. Management's Discussion and Analysis

Business Review (continued)

In 2017, the Group continued to fully leverage its own competitive advantages, remain to be
customer-centric and take proactive yet prudent risk-based business strategies in order to
maintain the momentum of growth. In response to market changes and customer needs, the
Group continued to enrich the service model for its customers. In the Personal Banking
business sector, the quality of its service team consistently improved and the facilities at the
branches were also upgraded. Besides, the Group constantly strengthened its wealth
management services by offering comprehensive financial products such as deposits,
insurance, investment plans and personal loans to better meet the different needs of its
customers in this low interest rate environment. For the Corporate Banking business, the
Group continued to broaden its offerings in 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 customer with full range of cross-border and tailored banking services
for fulfilling their needs in wealth management and various kinds of financing solutions.

With branches in Hong Kong, together with 2 branches and 2 sub-branches in Fujian, China,
the Group provides its customers with full range of cross-border and tailored banking
services for fulfilling their needs in cash management, wealth management and various kinds
of financing. The Group has continued to carry out enhancement projects on our branches to
improve our corporate image as well as to provide better services to our customers with
enhanced facilities. This is also to represent our ongoing pursuit of decent, flexible,
customised and professional services for our customers.

Since the signing of the Sale and Purchase Agreement between Xiamen International
Investment Limited and Bank of China (Hong Kong) at the end of 2016, the Group had
officially moved into a preparation period until the share transfer on 27 March 2017 (the
“Completion Date”). The preparation and execution for the share transfer was considerably
complicated. During the period, the Group maintained good communication between its
customers, staff and relevant organisations, as well as preserved high quality customer
service in order to minimise the undesirable impact on its customers. With the joint efforts of
relevant parties, the share transfer was successfully completed on the Completion Date. After
the share transfer, the Group continues to maintain healthy business development, an
anticipated level of customers’ satisfaction and positive employees’ morale. As a result, the
Group has ultimately achieved stability in terms of business, customers and staff.
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Additional Information

3. Management's Discussion and Analysis

Financial Review

For the first half of 2017, the Group recorded a profit attributable to shareholders of
HK$294,164,000, decreased by 16.02% from last year. This was mainly due to gain from
disposal of available-for-sale securities last year. The return on average shareholders’ equity
and the return on average total assets were 8.39% and 1.03% respectively.

Compared with the first half of 2016, net interest income was HK$424,336,000, increased by
5.67% and the net interest margin increased by 1 basis point to 1.55%. Net fee and
commission income increased by 1.56% to HK$148,585,000. Operating expenses dropped
by 3.14% to HK$214,468,000, yet the cost to income ratio increased by 3.93 percentage
points to 37.13%.

For the first half of 2017, net charge of impairment allowances was HK$12,428,000,
decreased by HK$6,651,000 compared with the same period last year. The classified or
impaired loan ratio also decreased by 0.12 percentage points to 0.51% compared with the
end of 2016.

As of 30 June 2017, the total consolidated assets of the group increased by 17.25% to
HK$63,441,193,000 compared with the end of 2016. Advances to customers increased by
14.46% to HK$35,217,716,000. Customer deposits also increased by 9.29% to
HK$49,659,034,000.

Prospect

Looking forward to the second half of 2017, the global economy will maintain its growth
momentum from the first half of the year, but the economic environment will remain highly
uncertain. The operations and development of the banking industry in Hong Kong continued
to be challenging. Nevertheless, opportunities coexist with these challenges and proactive
measures must be taken to grasp these new opportunities. New growth drivers for the
development of banks in Hong Kong included the Belt and Road Initiative; the developing
framework of the Guangdong-Hong Kong-Macau Greater Bay Area; and the Mutual Market
Access policy. 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.
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Additional Information

3. Management's Discussion and Analysis

Prospect (continued)

The Group strives to implement the strategy of "operating with integrity and business
acumen, navigating risks, and pursuing lean management". The Group will continue to
pursue a prudent but growth strategy by maintaining a sustainable balance between risk
control and business growth, in conjunction with optimising resources allocation, sound
corporate governance and risk management. In terms of business development, the Group
will continuously enhance the customer experience and the professionalism of the service
teams, broaden its products and services offerings, enhance its service network in terms of
coverage points and strengthen its electronic banking channels in response to the market
development and customer needs.

The Group enters its 70" anniversary in 2017. In celebrating this remarkable milestone, the
Group will organise a bundle of activities to accomplish its promise of providing flexible,
tailor-made and professional banking and financial services to customers. Moreover, in order
to pass on our founder Mr Chen Jiageng’s corporate value in nurturing the next generation
and contributing to the community, the Group will continue to fulfil its commitment to
corporate social responsibilities and a dedicated customer service.
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TTHEE

Branch Network

TG
BRANCH (Br.)

BHRE

HONG KONG ISLAND

BT

Central Br.

AT
North Point Br.

BT
Wanchai Br.

EESTT
Sheung Wan Br.

P

Western Br.

ORI T
Quarry Bay Br.

BBFIT
Aberdeen Br.

JuE
KOWL OON

LLH 1T
Hung Hom Br.

BUE T
Kwun Tong Br.

T T
Sham Shui Po Br.

HOH R T
San Po Kong Br.

SRR ST
Yau Ma Tei Br.

HLLET

Castle Peak Road Br.

SRS
Kowloon Bay Br.

BT
Tokwawan Br.

BELSTT
Tsz Wan Shan Br.

A & a4y

@hiyu Banking Corporation Ltd.

Hhik
ADDRESS

EAPIRERES 78 5%
No. 78 Des Voeux Road Central, Central, H.K.

EAEILATEEIE 390-394 it T
G/F, No. 390-394 King's Road, North Point, H.K.

EHE(TH e S 323-331 5t N C F1 D &f
Shop C & D, G/F, No. 323-331 Hennessy Road, Wanchai, H.K.

FAs FERE R AE D 315-319 ST 3 Sk
Shop 3, G/F, No. 315-319 Queen’s Road Central, Sheung Wan, H.K.

TP 2R ETE 443-445 ST 13 R4

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

EEHI #ORILEIE 967-967A ST
G/F, No. 967-967A King's Road, Quarry Bay, H.K.

FEEA(TAE 138-140 55 T
G/F, No. 138-140 Aberdeen Main Road, Aberdeen, H.K.

JURBSTRR A L% 23-25 5 1
G/F, No. 23-25 Gillies Avenue South, Hung Hom, Kin.

JUREBUEE 398-402 St T A B fir
Unit A, G/F, No. 398-402 Kwun Tong Road, Kin.

JUREAKIS Z5 5% A 235-237 5t T
G/F, No. 235-237 Laichikok Road, Sham Shui Po, Kin.

JUBERT R HE Ttk 61-63 St T
G/F, No. 61-63 Hong Keung Street, San Po Kong, Kin.

U EOE T 117-119 SRR
G/F, No. 117-119 Shanghai Street, Yaumatei, Klin.

FUBEZ /KBS 11138 226-228 Skt
G/F, No. 226-228 Castle Peak Road, Sham Shui Po, Kin.

JURE BRSBTS 10 Jz 10A 54

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

JURETJIVEE 78-80W 5t I 11-13 554
Shop 11-13, G/F, No. 78-80W To Kwa Wan Road, Kin.

JUBEZEE LT, 7 1 TO3A i
Shop 703A, 7/F, Tsz Wan Shan Shopping Centre, Kin.
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TELEPHONE

(852) 2843 0187

(852) 3556 9731

(852) 3556 9734

(852) 2544 1678

(852) 2548 2298

(852) 2811 3131

(852) 2553 0603

(852) 2362 0051

(852) 2343 4174

(852) 2789 8668

(852) 2328 5691

(852) 3556 9738

(852) 3556 9740

(852) 2796 8968

(852) 3556 9742

(852) 2322 3313
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Branch Network (continued)

TG
BRANCH (Br.)

A
NEW TERRITORIES

wT

Tuen Mun Br.

RS (T
Kwai Hing Estate Br.

KRIFAFE 1T
Tai Po Tai Wo Estate Br.

REWACE T
Belvedere Garden Br.

EHAT
Tsuen Wan Br.

YOHBERSET
Shatin Sui Wo Court Br.

BT
Ma On Shan Br.

i 531
Sheung Tak Estate Br.

T,
MAINLAND OF CHINA

[EFI534T

Xiamen Br.

EEIAT
Xiamen Jimei Sub-Br.

BT
Guanyinshan Sub-Br.

RN T
Fuzhou Br.

Hhik
ADDRESS

Fr5iP92eESE HAN.D.S N & 1 48 N-125 4
Shop N-125, Level 1, Zone N, H.A.N.D.S, On Ting Estate, Tuen Mun, N.T.

LB T 1 524

EiiE e e o
G/F, Hing Yat House, Kwai Hing Estate, Kwai Chung, N.T.

Shop 1,

Fr SRRSO A T 112-114 5
Shop 112-114, G/F, On Wo House, Tai Wo Estate, Tai Po, N.T.

BRI E =T 5A SRE
Shop 5A, G/F, Belvedere Square, Belvedere Garden Phase 3, Tsuen Wan,
N.T.

HrAEEEYbIEE 131-135 i T
G/F, No. 131-135 Sha Tsui Road, Tsuen Wan, N.T.

WS HBECRSGREOR S 1 A8 F7 Sk
Shop F7, 1/F, Commercial Centre, Sui Wo Court, Shatin, N.T.

UG RUCEI{CE e LS 3 1% 313 Sl

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

T SR B 1 P 1 PR 455 2 1 238 R
Shop 238, 2/F, Sheung Tak Shopping Centre, Sheung Tak Estate,
Tseung Kwan O, N.T.

TrEtEE AT E AR 861 5t 144 111-113 BT
Unit 111-113, 1/F, No. 861 Xiahe Road, Xiamen, Fu1|an Province, China

TEtEE R ET R RS ILE 68-71 5

No0.68-71 Lehai Bei Li, Jimei District, Xiamen, Fujian Province, China

B e T R s BT ER S 170 5% 9 5f#d 17 Jg 1702E K 1703A =

B
TELEPHONE

(852) 3988 9508

(852) 3556 9745

(852) 3556 9746

(852) 2411 6789

(852) 3988 9518

(852) 3556 9749

(852) 2640 0733

(852) 2178 2278

(86-592) 585 7690

(86-592) 619 3300

Unit 1702E & 1703A, No. 9 Building, No. 170 Tapu East Road, Siming District, (86-592) 599 0520

Xiamen, Fujian Province, China
HRE R TR T TS 210 SREIMCKIE 114

1/F, International Building, No. 210 Wusi Road, Fuzhou, Fujian Province,
China
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