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Financial Highlights

201946 H30H 201846 H 30 H
30 June 2019 30 June 2018

2018 12 H 31 H
31 December 2018

— ST T—— ST —
HIN,EE For the period “year ﬁfi,:ggg ’ﬁ%ﬁgg ’ﬁ%ﬁgg
FEHUR(EEFT AT Z R A Net operating income before impairment
allowances 1,359,001 963,902 2,019,739

K&l Operating profit 695,413 583,499 1,210,250
FrRAe AT A Profit before taxation 701,172 599,119 1,204,742
HAR AR Profit for the period “year 579,659 493,929 1,002,447
i PS5 At period “year end ﬁﬁfﬁgg ’ﬁi“?;gg /ﬁli“;jggé
B Total equity 13,521,671 9,677,720 11,603,196
EE8 T R BUR A Issued and fully paid share capital 3,245,980 300,000 1,772,988
BN Total assets 142,121,524 86,893,798 102,872,627
Fr%sthER Financial ratios % % %
SEIE AR R Return on average total assets * 0.94 1.16 1.12
S R SR e [ R 2 Return on average shareholders’ equity 2 10.02 11.61 10.40
FASEIUT A LR Cost to income ratio 30.78 36.35 33.23
bR’ Loan to deposit ratio 70.19 69.86 61.89
REMEE SR TE Average value of liquidity coverage ratio *

ool First quarter 218.71 152.06 152.06

E_FE Second quarter 191.46 186.29 186.29
A S TR B R4S ° Quarters—end value of net stable funding

ratio

ool First quarter 123.50 121.23 121.23

EOFE Second quarter 127.14 124.96 124.96
e N Total capital ratio © 18.09 18.66 20.99
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MEHE (&)

I T I ES =

Return on average total assets

2. PR RS R =

Return on average shareholders’ equity
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Financial Highlights (continued)

N R
Profit for the period / year

H & E
Daily average balance of total assets

IR A
Profit for the period / year

SR EAG AT ST B R R RAY S H9(E

Average of the beginning and ending balance of total equity holders

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

advances to customers.

. The average value of liquidity coverage ratio is computed on the unconsolidated

basis which comprises the positions of local offices and overseas branches from
January to September 2018 of the Bank specified by the Hong Kong Monetary
Authority (“HKMA”) for its regulatory purposes and in accordance with the Banking
(Liquidity) Rules.

The average value of liquidity coverage ratio is computed on the consolidated basis
which comprises the positions of local offices, overseas branches and subsidiaries
starting from October to December 2018 of the Bank specified by the HKMA for its
regulatory purposes and in accordance with the Banking (Liquidity) Rules. Hence,
the comparative information is not directly comparable.

. The net stable funding ratio is computed on the unconsolidated basis which

comprises the positions of local offices and overseas branches in the first half of
2018 and consolidated basis which comprises the positions of local offices,
overseas branches and subsidiaries starting from the second half of 2018 of the
Bank specified by the HKMA for its regulatory purposes and in accordance with the
Banking (Liquidity) Rules. Hence, the comparative information is not directly
comparable.

. Total capital ratio is computed on the combined basis which comprises the positions

of local offices and overseas branches in the first half 2018 and consolidated basis
which comprises the positions of local offices, overseas branches and designated
subsidiaries starting from the second half of 2018 of the Bank specified by the
HKMA for its regulatory purposes and in accordance with the Banking (Capital)
Rules. Hence, the comparative information is not directly comparable.
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Consolidated Income Statement

CREFERT) (CR&kE=T)
(Unaudited) (Unaudited)
FEEER FREERE
2019 £ 2018 4
6 H30H 6 H30H
Half-year ended Half-year ended
FiesE: 30 June 30 June
Notes 2019 2018
AT BT
HK$°000 HK$'000
Interest income 1,901,994 1,121,309
Interest income calculated using the effective
interest method 1,894,372 1,118,149
Other interest income 7,622 3,160
Interest expense (961,916) (385,509)
Net interest income 5 940,078 735,800
Fee and commission income 394,600 187,109
Fee and commission expense (12,027) (12,929)
Net fee and commission income 6 382,573 174,180
Net trading (loss),gain 7 (16,875) 49,960
Net gain,~(loss) on financial instruments
designated at fair value through profit or loss 8,744 (3,868)
Net gain on other financial assets 35,163 2,626
Other operating income 9 9,318 5,204
Net operating income before impairment
allowances 1,359,001 963,902
Net charge of impairment allowances 10 (245,276) (30,043)
Net operating income 1,113,725 933,859
Operating expenses 11 (418,312) (350,360)
Operating profit 695,413 583,499
Net gain from fair value adjustments on
investment properties 12 4,390 15,620
Net gain from disposal revaluation of
properties, plant and equipment 13 1,369 -
Profit before taxation 701,172 599,119
Taxation 14 (121,513) (105,190)
Profit for the period 579,659 493,929

The Group has initially applied HKFRS 16 at 1 January 2019, using modified retrospective approach. Under this

approach, comparative information is not restated.

The notes on pages 9 to 85 are an integral part of this interim financial information.
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Consolidated Statement of Comprehensive Income

CREE:T) (CR&kE#=T)
(Unaudited) (Unaudited)
FEEHR FHEERE
2019 £ 2018 4E
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT BT
HK$’000 HK$’000
Profit for the period 579,659 493,929
Items that will not be reclassified subsequently
to income statement:
Premises:
Revaluation of premises 30,146 103,155
Deferred tax (3,722) (15,907)
26,424 87,248
Equity instruments at fair value through other
comprehensive income:
Change in fair value 13,630 2,933
40,054 90,181
Items that may be reclassified subsequently to
income statement:
Debt instruments at fair value through other
comprehensive income:
Change in fair value 262,130 (225,681)
Release upon disposal reclassified to
income statement (35,572) (2,662)
Change in impairment allowances charged
to income statement 6,687 1,417
Deferred tax (41,573) 38,034
191,672 (188,892)
Currency translation difference (15,472) (18,895)
176,200 (207,787)
Other comprehensive income for the
period, net of tax 216,254 (117,606)
Total comprehensive income for the period 795,913 376,323
Total comprehensive income attributable to:
Equity holders of the Bank 795,913 376,323

The Group has initially applied HKFRS 16 at 1 January 2019, using modified retrospective approach. Under this

approach, comparative information is not restated.

The notes on pages 9 to 85 are an integral part of this interim financial information.



< X

Chiyu Banking Corporation Ltd.

SEMBIRIIR

HE

R M AFIBERAT R A
PRAEAALER

TESRAT B At Rl — =+
118 5 NEHAZ E B

SR B DL AR L3 ABERE Y
B%

TSR TR

HE R A G E
A

&V

Ve ~ St Rt
PEERIH S
HitnzE

RN

=i

SRAT R HoAth e R Z 70 R
R

PTESM TR

EEEH

AT R At

ERIRIH A

TEERIHA

A fEaEE

-2
RZN
fkth
AEATRERIEAS AN

WHINEATLE

[N

B E AT

ASRBIEN 20197 1 A 1 HIRAIALLE
STHUEH Y TR B T s

IS 16 3% - RASEREDT » LLRRE A
REGES -

%9 2 85 HZIffstmA i B i
ZHRER Y -

Consolidated Statement of Financial Position

ASSETS

Cash and balances with banks and other financial
institutions

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

Investment in securities designated at fair value

through profit and loss

Derivative financial instruments

Advances to customers and trade bills

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

Capital and reserves attributable to the equity
holders of the Bank
Additional equity instruments

Total equity

Total liabilities and equity

CR&E:T) (&)
(Unaudited) (Audited)

A 2019 4¢ J* 2018 4

6 H30H 12 31 H

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

HK$’000 HK$'000

16 14,921,603 15,446,012
17 4,408,174 6,302,563
20 372,615 364,604
18 132,572 122,680
19 72,832,355 49,934,290
20 46,224,115 28,262,902
21 237,740 233,350
22 1,901,651 1,738,569
26 9,709 12,298
23 1,080,990 455,359
142,121,524 102,872,627
24,671,068 11,933,270

18 53,946 43,268
24 102,237,112 78,329,515
25 1,308,338 746,311
147,951 75,824

26 181,438 141,243
128,599,853 91,269,431

27 3,245,980 1,772,988
8,337,979 7,892,496
11,583,959 9,665,484

28 1,937,712 1,937,712
13,521,671 11,603,196
142,121,524 102,872,627

The Group has initially applied HKFRS 16 at 1 January 2019, using modified retrospective approach. Under this

approach, comparative information is not restated.

The notes on pages 9 to 85 are an integral part of this interim financial information.
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SFETERBEIR

Consolidated Statement of Changes in Equity

(CREEZEET)
(Unaudited)
BB ASRITIR R
Attributable to equity holders of the Bank
Lt
Reserves
BEEM  AHEE
1 &N i i BEE° RESE "WEEN T BWINEATR  EAEE
Premises Additional
Share revaluation Fair value Regulatory Translation Retained equity Total
capital reserve’ Reserve’ reserve® reserve’ earnings Total _instruments Equity
BT T BETT BETT B¥TT BT BT B%TT BWTT BETT
HK$°000 HK$°000 HK$°000 HK$°000 HK$’000 HK$’000 HK$°000 HK$°000 HK$°000
#2019 421 H 1 H>~ At1 January 2019
B2 1,772,988 1,224,732 (218,350) 414,377 (52,304) 6,524,041 9,665,484 1,937,712 11,603,196
iyl Profit for the period - - - - - 579,659 579,659 - 579,659
oAt 2 s Other comprehensive
income:
B Premises - 26,424 - - - - 26,424 - 26,424
PLAEES(EEF A Equity instruments
H 2 mW s> at fair value
B ftEs T A through other
comprehensive
income - - 13,630 - - - 13,630 - 13,630
PLAFEEE (LT A Debtinstruments
H 2 mW s at fair value
HHTHE through other
comprehensive
income - - 191,672 - - - 191,672 - 191,672
B R Currency
translation
difference - - 1,290 - (16,762) - (15,472) - (15,472)
AU AEE Total comprehensive
income - 26,424 206,592 - (16,762) 579,659 795,913 - 795,913
AT Issue of ordinary
shares 1,472,992 - - - - - 1,472,992 - 1,472,992
e o T ELH] Transfer from retained
earnings - - - 87,943 - (87,943) - - -
ML | S fFEESNEA Dividends /
TEEHERE Distribution to the
holders of the
additional equity
instruments - - - - - (350,430) (350,430) - (350,430)
A B LA VA 2k Release upon
A HAfh 45 disposal of equity
TR TR instruments at fair
i value through other
) comprehensive
income - - 1,369 - - (1,369) - - -
#2019 4£6 5 30 H At 30 June 2019 3,245,980 1,251,156 (10,389) 502,320 (69,066) 6,663,958 11,583,959 1,937,712 13,521,671

PE B LA RS bt A A S U e
Z R bt TR R A L
RS BT A -

AEFTH 2019 /£ 1 H 1 HERAIK
EETRYEMIEYES FER &R S
HERIEE 16 5 - MU EfETTE > Lhi(E

BRFGES -

%59 % 85 H Z s fE A A s
ZHRER Y -

the investment was no longer to be held for strategic purpose.

approach, comparative information is not restated.

The notes on pages 9 to 85 are an integral part of this interim financial information.

The release upon disposal of equity instruments at fair value through other comprehensive income was made because

The Group has initially applied HKFRS 16 at 1 January 2019, using modified retrospective approach. Under this
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ErOREZSEENIE () Consolidated Statement of Changes in Equity (continued)

#2018 451 A 1 H At 1 January 2018, as
HHRFIHE previously reported

JE F 7 AR 4 7% 37 5 %8 Adjustment to initial
HISE 9 (3% application of

HKFRS 9
2018 451 H 1 HZ At 1 January 2018, as
=Y restated
AP F Profit for the period
Hofth 42 TR Other comprehensive
income:
R Premises
DL LEE A Equity instruments
HoAth 2 mE UL 2 >~ at fair value
Byt T E through other
comprehensive
income
PAA P (L5 A Debtinstruments
Hfth 4wk 25 > at fair value
ERTE through other
comprehensive
income
B EEE Currency translation
difference
UL AR Total comprehensive
income
TR Issue of ordinary
shares
LA SR R Transfer from retained
earnings

WS 1 SZ A EHSNEZS Dividends /
TEEEEFE Distribution to the
holders of the
additional equity
instruments

# 2018 426 H 30 H At 30 June 2018

1 R G T R
AR (B TR
BB -

2. ATEEREEFEUA
TR (L3 A T
% B A L B
BT HIEBEHE -

3. FREEEBMBHEENZE 9
S B RUREAERE SN 12
BB R R Y A
HIZE B E R TSR T — AR
f 2 FIC R FEAR AR SR s A
AR TR

4. MGG MR
SN T BT SR A 3 B
¥

(R
(Unaudited)
B AR THE
Attributable to equity holders of the Bank
(=4
Reserves
fRREEEM  AEHE
[N bt B BRSO MEREE Y WEEA Mt EUNEATHR et
Premises Additional
Share revaluation Fairvalue Regulatory Translation Retained equity Total
capital reserve’ _ Reserve’ reserve® reserve’ _ earnings Total _instruments Equity
AT B TOT BT BN BN TOT BT BETC HETIT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
300,000 1,122,434 (84,885) 325,391 20,003 5,942,842 7,625,785 1,937,712 9,563,497
- - 15,760 - - (4,413) 11,347 11,347
300,000 1,122,434 (69,125) 325,391 20,003 5,938,429 7,637,132 1,937,712 9,574,844
- - - - - 493,929 493,929 493,929
- 87,248 - - - - 87,248 87,248
- - 2,933 - - - 2,933 2,933
- - (188,892) - - - (188,892) (188,892)
- - (26) - (18,869) - (18,895) (18,895)
- 87,248  (185,985) - (18,869) 493,929 376,323 376,323
- - - 66,056 - (66,056)

- - - - - (276,516)  (276,516) (276,516)
300,000 1,209,682  (255,110) 391,447 1,134 6,089,786 7,736,939 1,937,712 9,674,651

Premises revaluation reserve has been set up and is dealt with in accordance with the accounting
policies adopted for the revaluation of premises.

Fair value reserve comprises the cumulative net change in the fair value of fair value through other
comprehensive income securities held until the securities are derecognised.

In accordance with the requirements of the HKMA, the amounts are set aside for general banking
risks, including future losses or other unforeseeable risks, in addition to the loan impairment
allowances recognised under Hong Kong Financial Reporting Standard (“HKFRS”) 9.

Translation reserve has been set up and is dealt with in accordance with the accounting policies
adopted for foreign currency translation.
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CEHESERER Consolidated Cash Flow Statement
CR&FE:T) (CREEFEE)
(Unaudited) (Unaudited)
FEEES FHGEEE
2019 4 2018 4E
6 H30H 6 H30H
Half-year ended Half-year ended
et 30 June 30 June
Notes 2019 2018
BT BT T
HK$°000 HK$’000
KEBEBEIRERE Cash flows from operating activities
FRARRICE S ZRA CRid) Operating cash inflow (outflow) before
taxation 29(a) 2,077,951 (2,518,778)
T EBEFER Hong Kong profits tax paid (40,343) (26,113)
PSSR Overseas profits tax paid (12,796) (4,488)
ReEBVHERA/ CRH) 3% Net cash inflow /(outflow) from operating
activities 2,024,812 (2,549,379)
REREZHERE Cash flows from investing activities
HEAWIZE - oM R Purchase of properties, plant and
equipment (3,753) (713)
EREE HSRY PR Net cash outflow from investing activities (3,753) (713)
REREBZHESRE Cash flows from financing activities
T E S EAE Y Capital element of lease rentals paid (24,800) -
T ERE Z FIE D Interest element of lease rentals paid (1,722) -
ST IEAE Issue of ordinary shares 1,472,992 -
ARSI TR R > R AR S Final dividend paid to the equity holders of 15
the Bank (298,920) (225,000)
YAHINEA T EFFAERE Distribution to the holders of the additional 15
equity instruments (51,510) (51,516)
FiEFEE I HERA GRE) %48 Net cash inflow (outflow) from financing
activities 1,096,040 (276,516)
REMREERESIEENIN (&) Increase ,(decrease) in cash and cash
equivalents 3,117,099 (2,826,608)
W1 H1HZ2RE REERSTEH Cash and cash equivalents at 1 January 18,688,142 19,012,716
[EREEHIN S N FEIRSIEEHAY  Effect of exchange rate changes on cash and
wE cash equivalents (15,614) (35,725)
6 A 30 BZHRE&KERBKEIEH Cash and cash equivalents at 30 June 29(b) 21,789,627 16,150,383

AEMHEH 2019 £ 1 H 1 HEFFLEETHYE  The Group has initially applied HKFRS 16 at 1 January 2019, using modified retrospective approach. Under this
S I P R TR HIEE 16 9% - f approach, comparative information is not restated.
BiEM A - LHREREAgEY -

%9 E 85 H X[ Et A HA B k> The notes on pages 9 to 85 are an integral part of this interim financial information.
SHRCER ST -
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1. GREREREEGHBER

@)

(b)

Notes to the Interim Financial Information

1. Basis of preparation and significant accounting policies

RELEE (a) Basis of preparation
MR aR gzt AR R Ty The unaudited interim financial information has been prepared in accordance with
FR A e O S AN O P A A HKAS 34 “Interim Financial Reporting” issued by the HKICPA.
EAEGEHERE 34 5% T Y
B ) Mdwe -
TEEHEER (b) Significant accounting policies
R &&=t > A B &R The significant accounting policies adopted and methods of computation used in
B> F e st s st ey the preparation of the unaudited interim financial information are consistent with
S BRTERATE 2019 4E4E T those adopted and used in the Group’s annual financial statements for the year
E,\jéjr@;{%ﬂgﬁ% RS ended 31 December 2018, except for the accounting policy changes that are
zofsnfﬁ 1 )ETEél EH:Z/ZI\S%@ expected to be reflected in the 2019 annual financial statements, and should be
e e o i read in conjunction with the Group’s Annual Report for 2018. Details of any
£ gﬁﬁ ?{J WRZ G RE— changes in accounting policies are set out in note 1(b)(i).
£ WHEE AL 2018 42
GRS - FatEeRm
fEsTEER AT RbTEE 1(0)() -
B 2019 &£ 1 B 1 HFEFEHRN Standards and amendments issued that are already mandatorily effective for
ErHEEREIE A AR accounting periods beginning on 1 January 2019
BaT
#HI,/ 85T LSS FRUPATEF Z SRR
Applicable for
financial years
Standards,Amendment Content beginning on ~after
TR S RIS 16 9 HHE 201941 H1H
HKFRS 16 Leases 1 January 2019
TRV HEREEARSEE 2398 TS A e it 20194 1H1H

HK(IFRIC) - Int 23

AR B S AR 2015 2
2017 SFHAAF U

Annual improvements to HKFRSs
2015 — 2017 cycle

Uncertainty over Income Tax Treatments

1 January 2019

20191 H1H
1 January 2019
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T BRI (8D

Notes to the Interim Financial Information (continued)

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

(b) EEFHBR (&)
B 20194 1 § 1 O#ERRBH

(b) Significant accounting policies (continued)

Standards and amendments issued that are already mandatorily effective for

S EE R AR R accounting periods beginning on 1 January 2019 (continued)

B:T (@

B SE EFHR ~ & B B s Further information about those HKFRSs that are expected to be applicable to the
RIS Group is as follows:

- BHEM B HR AR 165F
REEGHER S 175 HE
FAHRHRERE - B RS
RERIGEREE AR | LR
BHEREHE - HK(ESIC)15
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+ HKFRS 16 replaces HKAS 17, Leases, and the related interpretations,

HK(IFRIC) 4, Determining whether an arrangement contains a lease, HK(SIC)
15, Operating leases — incentives, and HK(SIC) 27, Evaluating the substance of
transactions involving the legal form of a lease. It introduces a single accounting
model for lessees, which requires a lessee to recognise a right-of-use asset and
a lease liability for all leases, except for leases that have a lease term of 12
months or less (“short-term leases”) and leases of low value assets. The lessor
accounting requirements are brought forward from HKAS 17 substantially
unchanged.

+ The Group has initially applied HKFRS 16 as from 1 January 2019. The Group

has elected to use the modified retrospective approach and has therefore
recognised the cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2019. Comparative information has not
been restated and continues to be reported under HKAS 17.

(i) Change in accounting policies

(1) New definition of a lease

The change in the definition of a lease mainly relates to the concept of control.
HKFRS 16 defines a lease on the basis of whether a customer controls the use
of an identified asset for a period of time, which may be determined by a
defined amount of use. Control is conveyed where the customer has both the
right to direct the use of the identified asset and to obtain substantially all of the
economic benefits from that use.
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FHARA B ERIMTEE (&) Notes to the Interim Financial Information (continued)
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1. Basis of preparation and significant accounting policies
(continued)

(b) Significant accounting policies (continued)

Standards and amendments issued that are already mandatorily effective for
accounting periods beginning on 1 January 2019 (continued)

0}
@)

@

Change in accounting policies (continued)

New definition of a lease (continued)

The Group applies the new definition of a lease in HKFRS 16 only to contracts
that were entered into or changed on or after 1 January 2019. For contracts
entered into before 1 January 2019, the Group has used the transitional
practical expedient to grandfather the previous assessment of which existing
arrangements are or contain leases.

Accordingly, contracts that were previously assessed as leases under HKAS 17
continue to be accounted for as leases under HKFRS 16 and contracts
previously assessed as non-lease service arrangements continue to be
accounted for as executory contracts.

Lessee accounting

HKFRS 16 eliminates the requirement for a lessee to classify leases as either
operating leases or finance leases, as was previously required by HKAS 17.
Instead, the Group is required to capitalise all leases when it is the lessee,
including leases previously classified as operating leases under HKAS 17, other
than those short-term leases and leases of low-value assets. As far as the
Group is concerned, these newly capitalised leases are primarily in relation to
property as disclosed in note 1(b)(ii).

Where the contract contains lease component(s) and non-lease component(s),
the Group has elected not to separate non-lease components and accounts for
each lease component and any associated non-lease components as a single
lease component for all leases.

When the Group enters into a lease in respect of a low-value asset, the Group
decides whether to capitalise the lease on a lease-by-lease basis. For the
Group, low-value assets are typically laptops or office furniture. The lease
payments associated with those leases which are not capitalised are
recognised as an expense on a systematic basis over the lease term.
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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 already mandatorily effective

for accounting periods beginning on 1 January 2019 (continued)

(i) Change in accounting policies (continued)
(2) Lessee accounting (continued)

Where the lease is capitalised, the lease liability is initially recognised at the
present value of the lease payments payable over the lease term, discounted
using the interest rate implicit in the lease or, if that rate cannot be readily
determined, using a relevant incremental borrowing rate. After initial
recognition, the lease liability is measured at amortised cost and interest
expense is calculated using the effective interest method. Variable lease
payments that do not depend on an index or rate are not included in the
measurement of the lease liability and hence are charged to profit or loss in
the accounting period in which they are incurred.

The right-of-use asset recognised when a lease is capitalised is initially
measured at cost, which comprises the initial amount of the lease liability
plus any lease payments made at or before the commencement date, and
any initial direct costs incurred. Where applicable, the cost of the right-of-use
assets also includes an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is
located, discounted to their present value, less any lease incentives
received.

The right-of-use asset is subsequently stated at cost less accumulated
depreciation and impairment losses, except for the following types of
right-of-use asset:

-right-of-use assets that meet the definition of investment property are
carried at fair value;

-right-of-use assets related to leasehold land and buildings where the Group
is the registered owner of the leasehold interest are carried at fair value; and

-right-of-use assets related to interests in leasehold land where the interest
in the land is held as inventory are carried at the lower of cost and net
realisable value.
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FHARA B ERIMTEE (&) Notes to the Interim Financial Information (continued)

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

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

Standards and amendments issued that are already mandatorily
effective for accounting periods beginning on 1 January 2019
(continued)

(i) Change in accounting policies (continued)

(2) Lessee accounting (continued)
The lease liability is remeasured when there is a change in future
lease payments arising from a change in an index or rate, or there is
a change in the Group’s estimate of the amount expected to be
payable under a residual value guarantee, or there is a change
arising from the reassessment of whether the Group will be
reasonably certain to exercise a purchase, extension or termination
option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the
right-of-use asset, or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced to zero.

(3) Lessor accounting
The Group leases out its investment property as the lessor of
operating leases. The accounting policies applicable to the Group as
a lessor remain substantially unchanged from those under HKAS 17.

(ii) Transitional impact

At the date of transition to HKFRS 16 (i.e. 1 January 2019), the Group
determined the length of the remaining lease terms and measured
the lease liabilities for the leases previously classified as operating
leases at the present value of the remaining lease payments,
discounted using the relevant incremental borrowing rates at 1
January 2019. Right-of-use assets are measured at an amount equal
to the lease liability, adjusted by the amount of any prepaid or
accrued lease payments. The weighted average of the incremental
borrowing rates used for determination of the present value of
remaining lease payment was HK$117,730,000.

To ease the transition to HKFRS 16, the Group applied the following
recognition exemption and practical expedients at the date of initial
application of HKFRS 16:
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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 already mandatorily effective for

accounting periods beginning on 1 January 2019 (continued)

(i) Transitional impact (continued)

(1) the Group elected not to apply the requirements of HKFRS 16 in respect of
the recognition of lease liabilities and right-of-use assets to leases for which the
remaining lease term ends within 12 months from the date of initial application
of HKFRS 16, i.e. where the lease term ends on or before 31 December 2019;

(2) when measuring the lease liabilities at the date of initial application of
HKFRS 16, the Group applied a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases with a similar remaining
lease term for a similar class of underlying asset in a similar economic
environment); and

(3) when measuring the right-of-use assets at the date of initial application of
HKFRS 16, the Group relied on the previous assessment for onerous contract
provisions as at 31 December 2018 as an alternative to performing an
impairment review.

On transition to HKFRS 16, the Group recognised an additional right-of-use
assets and additional lease liabilities, recognising the difference is the
adjustment of prepaid and accrued lease payments. The impact on transition is
summarised below.

201941 H1H
1 January 2019
ATT
HK$'000
Right-of-use assets presented in properties, plant and
equipment
117,730
Lease liabilities presented in other accounts and provisions
117,730
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FHARA B ERIMTEE (&) Notes to the Interim Financial Information (continued)

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

(b) EEEHBR (&)

(i) BEMEZE (4

(b) Significant accounting policies (continued)

(ii) Transitional impact (continued)
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The following table reconciles the operating lease commitments as disclosed in
note 32(a) as at 31 December 2018 to the opening balance for lease liabilities
recognised as at 1 January 2019:

201941 H1H
1 January 2019
BT
HK$'000
Operating lease commitment at 31 December 2018
127,140
Less: commitments relating to leases exempt from
capitalisation:
- short-term leases and other leases with remaining lease
term ending on or before 31 December 2019 (78)
- leases of low-value assets (54)
127,008
Less: total future interest expenses (9,278)
Lease liabilities recognised at 1 January 2019
117,730

The recognised right-of-use assets relate to the following types of assets:

201946 H 30 H 201941 H1H
30 June 2019 1 January 2019

HHETTT AT T
HK$'000 HK$'000

Properties 143,108 117,730

+ HK(IFRIC) - Int 23, “Uncertainty over Income Tax Treatments”. The

interpretation states that the effects of uncertainty in accounting for income taxes
should be reflected and measured by determining how probable a taxation
authority will accept an uncertain tax treatment. The interpretation is applied
retrospectively. Early application is permitted. The application of this
interpretation will not have a material impact on the Group's financial statements.
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hHARA R ERITE: (&) Notes to the Interim Financial Information (continued)

2. FEFEsTERIFZE AEst 2. Critical accounting estimates and judgements in applying

fliat & HIER accounting policies

REE GG R e - 8 The nature and assumptions related to the Group’s accounting estimates are
AREEE#FE 20184512 H 31 H AT consistent with those used in the Group’s financial statements for the year ended 31
NPT — 2 - December 2018.
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3. Financial risk management
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Loans and advances to
customers

Pass

Special Mention
Substandard
Doubtful

Loss

Loss allowance

Carrying amount

Loans and advances to
customers

Pass

Special Mention
Substandard
Doubtful

Loss

Loss allowance

Carrying amount

A. Credit quality analysis

Notes to the Interim Financial Information (continued)

(a) Credit quality of loans and advances to customers and trade bills

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.

The following table sets out information about the credit quality of loans and
advances to customers and trade bills. The amounts in the table represent gross

carrying amount.

20196 H30H
As at 30 June 2019
12 @RMTEN  JEMEERENKE EERERSS
(Ey=V Fic THESE pizt-ul i dact
Lifetime ECL not Lifetime ECL
12-month ECL credit-impaired credit-impaired Total
BT BT BT BT
HK$’000 HK$’000 HK$’000 HK$’000
69,455,184 840,609 - 70,295,793
323,076 807,531 - 1,130,607
- - 176,256 176,256
- - 151,153 151,153
- - 8,664 8,664
(303,190) (13,891) (269,404) (586,485)
69,475,070 1,634,249 66,669 71,175,988
#2018 4212 H 31 H
As at 31 December 2018
12 (& H Y FEHA JHEERIENE S EERENS
EEHGE THEARSTE TEHARETIE HEEt
Lifetime ECL not Lifetime ECL
12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$’000 HK$°000 HK$’000 HK$°000
47,273,923 718,270 - 47,992,193
- 229,016 - 229,016
- 105,671 105,671
- 142,578 142,578
- 8,910 8,910
(139,832) (17,599) (189,268) (346,699)
47,134,091 929,687 67,891 48,131,669
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3.1 Credit risk (continued)
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A. Credit quality analysis (continued)

Notes to the Interim Financial Information (continued)

R2019E6 H30H
As at 30 June 2019

(a) Credit quality of loans and advances to customers and trade bills (continued)

LEANTEE  HMEERENKE SERENRS
EHIEE TS izt ] gt
Lifetime ECL not Lifetime ECL
Trade bills at amortised cost 12-month ECL credit-impaired credit-impaired Total
BT AT BT BT
HK$°000 HK$’000 HK$’000 HK$’000
Pass 1,658,020 1,658,020
Special Mention
Substandard
Doubtful
Loss
Loss allowance (1,653) (1,653)
Carrying amount 1,656,367 1,656,367
#2018 412 H 31 H
As at 31 December 2018
12 {# HBy7EiA IHEEREN S EERENS
EERR TEIAETE THIFETE dast
Lifetime ECL not Lifetime ECL
Trade bills at amortised cost 12-month ECL credit-impaired credit-impaired Total
HETT HHTT T AT IT
HK$’000 HK$’000 HK$°000 HK$’000
Pass 1,804,245 1,804,245
Special Mention
Substandard
Doubtful
Loss
Loss allowance (1,624) (1,624)
Carrying amount 1,802,621 1,802,621
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FHAR BRI EE Notes to the Interim Financial Information (continued)
(&)

3. SREREHE 3. Financial risk management
3.1 E5E& (8) 3.1 Credit risk (continued)

A. EEEESHR (8) A. Credit quality analysis (continued)

b) REEZFEERRESE (b) Credit quality of financial assets other than loans and advances
SMREREEER
THI R E SR T R HoAth & The following table sets out information about the credit quality of balances and
B REIYAE B R FE (5 placements with banks and other financial institutions. The amounts in the table
B8 2245 DLBE T {5 51 represent gross carrying amount.
R o

20196 H30H
As at 30 June 2019

L2 EAKEN  IHMERRENGE  ERRENSS

Balances and placements with SR TaEAESHE FEHAEEE st

TR HARE#EE banks and other financial Lifetime ECL not Lifetime ECL
HVESER RATRK institutions 12-month ECL credit-impaired credit-impaired Total
BT E¥BTT BT BT
HK$’000 HK$’000 HK$’000 HK$’000
L Pass 19,113,549 - - 19,113,549
TEE Special Mention i i ) )
RER Substandard ) ) ) )
s Doubtful i ) i )
EHE Loss ) ) ) }
MERizR= Loss allowance (228) } ) (228)
HRTEIE Carrying amount 19,113,321 - - 19,113,321

20184 12 H 31 H
As at 31 December 2018

12 @AM FEEERENS S EERENS S

Balances and placements with (EEEE FERAEEE FERAEEE e

TESRTT R HAt &Fili%HE banks and other financial Lifetime ECL not Lifetime ECL
45 R B {7k institutions 12-month ECL credit-impaired credit-impaired Total
AT AT BT T AT
HK$'000 HK$'000 HK$'000 HK$'000
Eth Pass 21,572,238 ; - 21,572,238
TR Special Mention } } ) :
R Substandard ) ) ) }
Ft Doubtful i ) ) )
e Loss R _ _ _
JERIEAERE Loss allowance (325) - - (325)
ISR Carrying amount 21,571,913 - - 21,571,913
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FHAR BRI EE Notes to the Interim Financial Information (continued)
(&)

3. SREREHE 3. Financial risk management
3.1 EEEE (8) 3.1 Credit risk (continued)
A. EEEESHR (8) A. Credit quality analysis (continued)
b) REEZFEERRESE (b) Credit quality of financial assets other than loans and advances (continued)
INVEERESER (&)
TFRYIEFE B LA E The following tables present the credit quality of debt securities designated at
ST ATE I ES SR FVTPL. In the absence of such issue ratings, the ratings designated for the issuers
MEREZ - IEMEITEF are reported.
RN o RlE a7
N -
201946 H30H
As at 30 June 2019
Aaa Aal Z Aa3 Al Z A3 A3 T TR 4Est
Lower
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
BT BT BT BETT B¥ET AT
HK$’000 HK$’000 HK$°000 HK$’000 HK$°000 HK$°000
REBIANEHEE{LET Financial assets
ANERSZSRERE designated at FVTPL - - 158,081 39,981 174,553 372,615

#2018 412 H 31 H
As at 31 December 2018

Aaa Aal & Aa3 Al ¥ A3 A3 DT frEETAR Hat
Lower
Aaa Aal to Aa3 Alto A3 than A3 Unrated Total
BT IT AT AT BT AETT T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
RE B DA EES(LET  Financial assets
ANiBm 2 & RE designated at FVTPL - - 154,449 39,215 170,940 364,604
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3. Financial risk management

3.1 Credit risk (continued)

A. Credit quality analysis (continued)

Notes to the Interim Financial Information (continued)

(b) Credit quality of financial assets other than loans and advances (continued)

Credit risk of treasury transactions is managed in the same way as the Group
manages its corporate and bank lending risk and risk gradings are applied to the
counterparties with individual counterparty limits set.

At the end of the reporting period, the credit quality of investment in debt securities
analysed by designation of external credit assessment institution, Moody’s Investor
Services, or equivalent, is as follows:

R20194E6 H30H
As at 30 June 2019

LR2ERANTEN  JEMESRERNSEE EERENSS
. y . (Eioy Zicl st it TR gt

ISR AET BAIETS Debt securities and certificate Lifetime ECL not Lifetime ECL
Bk AR of deposits at amortised cost 12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$°000 HK$’000 HK$°000 HK$’000
Aaa Aaa R R R B
Aal % Aa3 Aal to Aa3 117.569 } ; 117.569
AL Z A3 Alto A3 1,252,620 - - 1,252,620
A3 DT Lower than A3 435.379 ; ) 435.379
SR Unrated } } ) }
TREXEE Loss allowance (1,788) : ) (1,788)
HRT{E Carrying amount 1,803,780 - - 1,803,780

720184412 H 31 H
As at 31 December 2018

12 {li F Y 7EHA IHEERIEN S EEREN S
et e " " EEHGE TEIAETE THIFETE Hast

P sHR AT 2EAUfE Debt securities and certificate of Lifetime ECL not Lifetime ECL
B TGS deposits at amortised cost 12-month ECL credit-impaired credit-impaired Total
AT AT BT AT
HK$’000 HK$’000 HK$°000 HK$’000
Aaa Aaa - - - _
Aal % Aa3 Aal to Aa3 115,445 - - 115,445
Al £ A3 Alto A3 1,132,189 - - 1,132,189
A3 DIF Lower than A3 423,601 - - 423,601
TR Unrated ) ) i ]
TR Loss allowance (334) R - (334)
HREE Carrying amount 1,670,901 - - 1,670,901
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FHAR BRI EE Notes to the Interim Financial Information (continued)

(8

3. SREREHE 3. Financial risk management
3.1 E5E& (8) 3.1 Credit risk (continued)
A. EEEEST (8) A. Credit quality analysis (continued)
(b) BREEEERNKESZERI (b) Credit quality of financial assets other than loans and advances (continued)

NEEREER (8

201946 H30H
As at 30 June 2019

o N 12 & A HITEHA FEERENSE FEERENKS
UL HEBLE ALE LD TS TG st

rE=iofib; Fiip e a2/4 Lifetime ECL not Lifetime ECL
5 Debt securities at FVOCI 12-month ECL credit-impaired credit-impaired Total
BT BT BT BT
HK$°000 HK$°000 HK$°000 HK$°000
Aaa Aaa 7,128,793 - - 7,128,793
Aal £ Aa3 Aalto Aa3 11,383,794 . . 11,383,794
AL Z A3 Alto A3 16,834,937 ; ; 16,834,937
A3 T Lower than A3 6,591,239 ; ; 6,591,239
TR Unrated 2,456,020 : : 2,456,020
FRIEHE Carrying amount 44,394,783 - - 44,394,783
BUEAEH Loss allowance 21,017 - - 21,017

#2018 £ 12 H 31 H
As at 31 December 2018

o L2 EREENE  JFERRENAS  (SEORENAE
WA HE (R AT {EEnksiE T PR uezt

YR B T8 25 BTN Lifetime ECL not Lifetime ECL
B Debt securities at FVOCI 12-month ECL credit-impaired credit-impaired Total
BT BT BT BT T
HK$’000 HK$'000 HK$'000 HK$'000
Aaa Aaa 2,630,256 ; - 2,630,256
Aal % Aa3 Aalto Aa3 4,691,281 ; ; 4,691,281
Al £ A3 AltoA3 11,041,190 ; ; 11,041,190
A3 LT Lower than A3 5,910,737 ; - 5,910,737
TR Unrated 2,229,634 : : 2,229,634
WEmEIE Carrying amount 26,503,098 _ - 26,503,098
EUIEE Loss allowance 14,428 - - 14,428
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(%)

3. ERlERREE

3.1 ERERE ()
A EEERST (8

(b) BREZFEXREZRE

3. Financial risk management

3.1 Credit risk (continued)

WEERSEER (8

HArERERE

=y
FEWE
ek
SR
7o
e
HRIHiE

At SR RE

&%
RERDE
TER
B
(i)
TR(EERS
HRIHI{E

A. Credit quality analysis (continued)

Notes to the Interim Financial Information (continued)

201946 H30H
As at 30 June 2019

(b) Credit quality of financial assets other than loans and advances (continued)

12 EAWTEL  HMEERENKE SERENRS
fEREE THESE TREAESE dact

Lifetime ECL not Lifetime ECL
Other financial assets 12-month ECL credit-impaired credit-impaired Total
BT BETT AT BETIT
HK$°000 HK$’000 HK$’000 HK$’000
Pass 859,866 859,866

Special Mention
Substandard 1.630 1.630
Doubtful 882 882
Loss 31 31
Loss allowance (411) (1,680) (2,091)
Carrying amount 859,455 863 860,318
#2018 412 H 31 H
As at 31 December 2018

12 {# H By7EHA IHEEREN S EERENS
EERR TEIAETE THEARSR dast

Lifetime ECL not Lifetime ECL
Other financial assets 12-month ECL credit-impaired credit-impaired Total
HETT HHTT P BT AMTIT
HK$’000 HK$’000 HK$°000 HK$’000
Pass 339,583 8 339,501

Special Mention

Substandard 1.819 1.819
Doubtful 534 534
Loss 125 125
Loss allowance (120) (1,305) (1,425)
Carrying amount 339,463 8 1,173 340,644
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AR B BRI

(%)

3. ERlERREE

3.1 ERERE ()
A EEERST (8

(b) BREZFEXREZRE

3. Financial risk management

WEERSEER (8

Loan commitments and

ERREREIEZ& financial guarantee contracts

FETERGA LR

=y
FEWE
ek
SR
7o

HRIEIE
e

BRSBTS ROK

SETERGH L frek

=T
RERDE
TER
B
(i)
HfRfE
TR(EERS

issued

Pass

Special Mention
Substandard
Doubtful

Loss

Carrying amount

Loss allowance

Loan commitments and financial
guarantee contracts issued

Pass

Special Mention
Substandard
Doubtful

Loss

Carrying amount

Loss allowance

3.1 Credit risk (continued)

A. Credit quality analysis (continued)

Notes to the Interim Financial Information (continued)

201946 H30H
As at 30 June 2019

(b) Credit quality of financial assets other than loans and advances (continued)

12 @RMTEN  JEESRERNSEE EERENSS
(Ey=V Fic TSR pizt-ul i dact

Lifetime ECL not Lifetime ECL
12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$°000 HK$’000 HK$°000 HK$’000
13,186,698 101,375 - 13,288,073
- 38,797 - 38,797
- - 8,597 8,597
13,186,698 140,172 8,597 13,335,467
(7,968) - - (7,968)

72018412 H 31 H
As at 31 December 2018

12 {E H#Y7EHA IHEERENSS EERENSS
EEHGE TERIESIR THIFETE Hast

Lifetime ECL not Lifetime ECL
12-month ECL credit-impaired credit-impaired Total
AT AT BT AT
HK$’000 HK$’000 HK$°000 HK$’000
11,289,208 70,204 - 11,359,412
- 81,660 - 81,660
- - 8,597 8,597
11,289,208 151,864 8,597 11,449,669
(8,427) (22) - (8,449)
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Notes to the Interim Financial Information (continued)

AR B BRI
(%)

3. &RlEREE (§)

3. Financial risk management (continued)

3.1 fERERE ()
B. B FRIKREZRE

3.1 Credit risk (continued)

B. Gross advances to customers and trade bills

(a) EREHRE

(a) Concentration risk

() #HTEIBZE
B AE AR

(i) Sectoral analysis of gross advances to customers

LITRINEF&
ECIEEPARE Py
Ao > HATSHE
IS AR
B ER 2 &
B e AR A
fERM4Re -

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.

201946 § 30 H
At 30 June 2019

KB
FEAR B ATE VA=Y FEREZ z
EEERGEE REEZENT RENH BAEREE BAEREE
Stage 1 &
Gross % covered by Impaired Stage 3 Stage 2
advances to collateral or or impairment impairment
customers _ other security classified allowances allowances
AT EHTT A¥TT A¥TT
HK$’000 HK$’000 HK$’000 HK$’000
TEEBE 2 &5 Loans for use in Hong Kong
TREeRcE Industrial, commercial and
financial
- VpkRRE - Property development 3,975,532 60.28% - - 11,244
- Ve A - Property investment 2,946,145 85.63% 13 - 5,607
- SFcE - Financial concerns 4,029,329 22.83% - - 14,088
- poEEELE - Stockbrokers 1,176,614 7.59% - - 2,742
- R TEE - Wholesale and retail trade 5,001,188 88.10% ) B 17,500
- bt - Manufacturing 1,500,349 13.29% - - 3,615
- A R - Transport and transport
equipment 978,322 38.12% - - 3,606
- IRHVEED - Recreational activities 12,853 100.00% ) B 17
- BlRE - Information technology 612,227 0.73% - - 1,036
- Ffth - Others 5,058,762 52.35% 8 - 6,196
{EA Individuals
- M EE AR - Loans for the purchase of
TN SRS flats in Home Ownership
IR poneme, Private Sector
s iy articipation Scheme
HEEZEGR and Te';ants Purchase
Scheme 34,452 100.00% - - 52
- EEHM e & - Loans for purchase of other
# residential properties 2,869,832 100.00% - - 2,436
- Fifthr - Others 4,793,012 95.75% - - 36,659
TEEB{IE 2 SR Total loans for use in Hong
Kong 32,988,617 63.86% 21 - 104,807
E A Trade finance 1,242,503 78.51% 94,493 94,573 3,320
TEEBLMIH S50 Loans for use outside Hong
Kong 37,531,353 13.69% 241,559 174,831 208,954
e Gross advances to customers 71,762,473 37.87% 336,073 269,404 317,081
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Notes to the Interim Financial Information (continued)

3. &BEEEHE (8) 3. Financial risk management (continued)
31 EEEE (8)
B. BXFEFRE ST
(&)
() BRERE (&)

() HTEIBLEF
BRaE ()

3.1 Credit risk (continued)
B. Gross advances to customers and trade bills (continued)

(a) Concentration risk (continued)

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

#2018 4212 H 31 H
As at 31 December 2018

FRE
\ ‘ el P&~
% ey R EECHAE DEAIEE DERIER= RE A
HEZEZ Horth FESTH Stage 1 &
Gross % covered by Stage 3 Stage 2
advances to collateral or Impaired impairment impairment
customers other security or classified allowances allowances
BT AT BT AT
HK$'000 HK$'000 HK$'000 HK$'000
TEEABE 2 &5 Loans for use in Hong Kong
TrReRisE Industrial, commercial and financial
- VEERE - Property development 2,827,961 59.39% - - 7,351
- VEEEE - Property investment 3,386,914 99.82% 21 - 4,237
- ERicE - Financial concerns 3,257,733 18.94% - - 21,878
- RS - Stockbrokers 909,296 8.64% - - 2,842
- AR EEE - Wholesale and retail trade 3,790,704 85.64% - - 5,432
- Bl - Manufacturing 1,056,826 24.02% - - 2,854
- RO - Transport and transport
equipment 448,768 99.98% - - 3,246
- INGTEE) - Recreational activities 37,260 100.00% B B 26
- EifRHs - Information technology 467,658 2.33% - - 143
- HAth, - Others 4,729,181 64.46% 17,832 2,133 5,594
{EA Individuals
- EEEEAEET - Loans for the purchase of flats
IO T in Home Ownership Scheme,
B A Private Sector Participation
o g Scheme and Tenants
Egpel B
ESTHIT 2550 Purchase Scheme 37,146 100.00% - - 19
- S HM e - Loans for purchase of other
=7/ residential properties 2,825,257 100.00% 5 - 1,314
- HAth - Others 3,745,888 94.59% 352 329 7,401
TEESE A SRR Total loans for use in Hong Kong 27,520,592 69.79% 18,210 2,462 62,337
HSRlE Trade finance 1,054,516 73.24% 80,602 80,251 1,911
TEEBIMERZ &K Loans for use outside Hong Kong 19,903,260 28.32% 158,347 106,555 93,183
EA= o] Gross advances to customers 48,478,368 52.84% 257,159 189,268 157,431
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AR B BRI
(%)

3. EREREE (%)

3.1 EERE (8) 3.1 Credit risk (continued)

B. B FRIKE R
(&)
(a) RSB E (&

(il) $e st B W s o M
TR

YR PSR
Z S EIR T
RELGE T Z
FERE > A SRR R
BEEAR - HE

P& ER AR
TR EBL = it
ENEREElN e
BERERANZFIE
Hh o
HH Hong Kong
HhE A Mainland China
Hth Others

(5% P ERAEZEE (5 % of total advances to
customers

JE SRS Market value of collateral
held against impaired
advances to customers

(a) Concentration risk (continued)

3. Financial risk management (continued)

B. Gross advances to customers and trade bills (continued)

(il) Geographical analysis of gross advances to customers

Notes to the Interim Financial Information (continued)

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.

201946 H30H
30 June 2019

F-RE=
BER  B=REZ {12
B ER A AHIER RESEEX BB BB X
Stage 1 &
Total Impaired or Stage 3 Stage 2
advances to Overdue classified impairment impairment
customers advances advances allowances allowances
AT BT BT BT AT T
HK$’000 HK$°000 HK$’000 HK$’000 HK$’000
43,810,886 688,370 184,798 184,870 164,977
22,977,311 58,431 149,216 84,534 134,337
4,974,276 39,213 2,059 - 17,767
71,762,473 786,014 336,073 269,404 317,081
0.47%
210,637
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T HARA BB Notes to the Interim Financial Information (continued)

(%)

3. &BEEEHE (8) 3. Financial risk management (continued)
3.1 [EERE (&) 3.1 Credit risk (continued)
B. BXFEERKRESE B. Gross advances to customers and trade bills (continued)
€:-))
(a) BE+E (&) (a) Concentration risk (continued)
(i) Fzz 4l B & 4k o3 JH > (i) Geographical analysis of gross advances to customers (continued)

TR (8D

A Hong Kong
[ P 3 Mainland China
Hth Others

(L% P ESRAEEEE 5EE % of total advances to
customers

B BRI ST {E  Market value of collateral
held against impaired
advances to customers

2018412 H31 H
31 December 2018

PR

AR EERSEE MEEE

&SR EHIE  REBERK AEZE TAEHER
Stage 1 &

Total Impaired or Stage 3 Stage 2
advances to Overdue classified impairment  impairment
customers advances advances allowances allowances
BT BT T BT T IT BT
HK$’000 HK$'000 HK$'000 HK$°000 HK$’000
39,787,907 277,438 107,509 91,403 120,254
5,273,038 51,680 147,631 97,865 19,986
3,417,423 2,094 2,019 - 17,191
48,478,368 331,212 257,159 189,268 157,431
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AR B BRI
(%)

3. &RlEREE (§)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

18R (8

C. FHfERIRAEME
FREZEAERIER
TRIPRER L EAE
BTy A A R
&k B B R 465 B Y T

3.1 Credit risk (continued)

C. Amounts arising from ECL
Loss allowance reconciliation

The following tables show reconciliations from the opening to the closing balance of
the impairment allowance by class of financial instrument. The reconciliation is
prepared by comparing the position of impairment allowance between 1 January and

IR - IEHIRE LI 5 E

kb 2019 /£ 1 H 1
HZ%E 6 H 30 H K 2018

30 June 2019 and full year 2018 at transaction level.

FREREN -
20196 H30H
As at 30 June 2019
R2EANTEE JHEERENSE ESERENEKS
E851E TS izt ] st
T PHRETK Loans and advances to Lifetime ECL not Lifetime ECL
customers 12-month ECL credit-impaired  credit-impaired Total
BETT BETT BT BT
HK$°000 HK$°000 HK$’000 HK$’000
®1H1H Balance at 1 January 139,832 17,599 189,268 346,699
HZS 12 (& 5 VTEHR S &5E Transfer to 12-month ECL 12 (12) - -
RIS ERENS S TRIAEE  Transfer to lifetime ECL not
credit-impaired (9,812) 9,812 - -
R (SERENALETEESTE  Transfer to lifetime ECL
credit-impaired - (11,403) 11,403 -
AR New financial assets originated 142,042 404 - 142,446
AR REE Financial assets that have been
derecognised (20,269) (181) (11) (20,461)
5 Write-offs - - (329) (329)
TSRS Changes in models N - -
IR EAE O Unwind of discount of loans
impairment loss - 3,360 3,360
SN RS Ry HAthrsE ) Foreign exchange and other
movements 403 (119) (530) (246)
TR EAEAEE TR Net remeasurement of loss
allowance 50,982 (2,209) 66,243 115,016
»6H30H Balance at 30 June 303,190 13,891 269,404 586,485
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T HAR B &R E Notes to the Interim Financial Information (continued)
(&)

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

1 EEmkE (&) 3.1 Credit risk (continued)
C. JEHiEEEEeN N C. Amounts arising from ECL (continued)
(&
BERENR () Loss allowance reconciliation (continued)

20184412 H 31 H
As at 31 December 2018

12 @HMTE  JEEERENSRS FERENSS

EEEHE TEHAEE THIETE Hazt
&P UEEEL Loans and advances to Lifetime ECL not Lifetime ECL
customers 12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$’000
P1LAL1H Balance at 1 January 147,159 8,049 70,424 225,632
2 12 {E HATER S SE5E Transfer to 12-month ECL 1,166 (1,166) - -
I HEEREAV S TERAESE Transfer to lifetime ECL not
credit-impaired (4,683) 4,683 - -
T (EEREAA B TEERE  Transfer to lifetime ECL
credit-impaired (300) (513) 813 -
T AR New financial assets originated 80,297 3,528 - 83,825
ARl Financial assets that have been
derecognised (36,315) (4,545) (514) (41,374)
FEH Write-offs - - (24,926) (24,926)
FEAUSEE] Changes in models _ R - -
IR EE O Unwind of discount of loans
impairment loss - - 2,071 2,071
Py astiivs=c)] Foreign exchange and other
movements (169) (571) (2,143) (2,883)
TR EAEAEE TR Net remeasurement of loss
allowance (47,323) 8,134 143,543 104,354
12 431 H Balance at 31 December 139,832 17,599 189,268 346,699

30



< X

Chiyu Banking Corporation Ltd.

AR B BRI
(%)

3. &RlEREE (§)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 fERERE ()
C. THfERIRAEME
(&
BEREFRIR (8D

3.1 Credit risk (continued)

C. Amounts arising from ECL (continued)

Loss allowance reconciliation (continued)

201946 H30H
As at 30 June 2019

2 EANTEE FHMEERENSS SERENSS
EEEE TS TEHARSE 4t
Lifetime ECL not Lifetime ECL
=7t Trade bills 12-month ECL credit-impaired  credit-impaired Total
BETT BETT BT BT
HK$°000 HK$’000 HK$’000 HK$°000
W1H1H Balance at 1 January 1,624 - - 1,624
2 12 {E HATER S SE5E Transfer to 12-month ECL - - -
I HEEREAVE S TERAESE Transfer to lifetime ECL not
credit-impaired - - -
B (EERENRSSTEEHE  Transfer to lifetime ECL
credit-impaired - - - -
AR New financial assets originated 1,459 B ) 1,459
AR Rl Financial assets that have been
derecognised (1,590) - - (1,590)
Esi] Write-offs - R - -
TR Changes in models ) ) i
NS Ky L AthrsEa) Foreign exchange and other
movements (3 - - 3)
EAEFE TR Net remeasurement of loss
allowance 163 - - 163
76 H30 H Balance at 30 June 1,653 - - 1,653
2018412 H31 H
As at 31 December 2018
12 EANTEY  IHEERENSS EEREN S
EEEHE TSR TEHARTIE HEEt
Lifetime ECL not Lifetime ECL
5 Trade bills 12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
WR1H1H Balance at 1 January 121 - - 121
iz 12 [ HNFESE%53E  Transfer to 12-month ECL R - -
I HEEREAVE S TSR Transfer to lifetime ECL not
credit-impaired - - -
B (EERENRSSTERETR  Transfer to lifetime ECL
credit-impaired - - - -
AR ERIEE New financial assets originated 4,136 } N 4136
AU ERER R Financial assets that have been
derecognised (121) - - (121)
=Y Write-offs R - - -
T IEE)) Changes in models ) ) )
SRR R, HoAthrsE e, Foreign exchange and other
movements (152) - - (152)
TEEHNE T Net remeasurement of loss
allowance (2,360) - - (2,360)
w12 H31H Balance at 31 December 1,624 - - 1,624
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3. &RlEREE (§)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1fERERE ()

C. FHIESREAE I
(&)
REREER (&)

3.1 Credit risk (continued)

C. Amounts arising from ECL (continued)

Loss allowance reconciliation (continued)

201946 H30H
As at 30 June 2019

12EANTEE HEERENKES EERENSS
(B 5| TS izt ] st
DABEER AT IR 2 (57558 77 . Debt securities and Certificate Lifetime ECL not Lifetime ECL
Tk of deposits at amortised cost 12-month ECL credit-impaired  credit-impaired Total
BT AT BT BT
HK$°000 HK$’000 HK$’000 HK$’000
B1H1H Balance at 1 January 334 R - 334
12 {EHATER E E5E Transfer to 12-month ECL R - -
I HEEREAVE S TERAESE Transfer to lifetime ECL not
credit-impaired - - -
EREERENRCETEIEE  Transfer to lifetime ECL
credit-impaired - - - -
Wil ARl New financial assets originated 47 B 3 47
AR RlEE Financial assets that have been
derecognised - - -
FEBH Write-offs ) 3 )
TETRSE) Changes in models ) ) )
SNEEEE R HAtr ) Foreign exchange and other
movements (8) - - (8)
BT Net remeasurement of loss
allowance 1,415 - - 1,415
H6H30H Balance at 30 June 1,788 - _ 1,788
#2018 412 H 31 H
As at 31 December 2018
12 [EHMTER  FEEERENSES EERENSS
EEEHE TEIAETE THEARSR HEEt
DR RS IIR Z (575352 ). Debt securities and Certificate Lifetime ECL not Lifetime ECL
VeI E of deposits at amortised cost 12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$°000 HK$’000 HK$°000 HK$°000
W1H1H Balance at 1 January - - -
#2512 ([HHTEIAS &R Transfer to 12-month ECL i ; )
T S SR AN S TERESTE  Transfer to lifetime ECL not
credit-impaired - - -
EE(EERENRSESTERETE  Transfer to lifetime ECL
credit-impaired - - - -
R AR Rl New financial assets originated 572 . . 572
AR RiEE Financial assets that have been
derecognised - - -
FE Write-offs B ) i
frzEEE Changes in models ) ) i
AN R HA 25 Foreign exchange and other
movements 1) - - (1)
JREEE TR Net remeasurement of loss
allowance (237) - - (237)
W12 H31 H Balance at 31 December 334 - - 334
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T HARA RS B R EE Notes to the Interim Financial Information (continued)
(8

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

1EERE (8) 3.1 Credit risk (continued)
C. TaHifsEiaLgingg C. Amounts arising from ECL (continued)
(&)
WEREEER (&) Loss allowance reconciliation (continued)

201946 H30H
As at 30 June 2019

LREANFE FEERENKE ERRENSS

DA PESE(Eat AEAM 4TE L Debt securities and Certificate EEER TR RS P
i Z (R 5 RAPRGE of deposits at fair value through Lifetime ECL not Lifetime ECL

other comprehensive income 12-month ECL credit-impaired  credit-impaired Total

AT AT AT BT

HK$’000 HK$’000 HK$°000 HK$°000

W1H1H Balance at 1 January 14,428 - - 14,428

e 12 (EHATHIHE SR Transfer to 12-month ECL - _ _ }
T S SR AN S TERESE  Transfer to lifetime ECL not
credit-impaired - - - N
EREERENCETEIEE  Transfer to lifetime ECL
credit-impaired -
AR New financial assets originated 3,567 B - 3,567

AR RlEE Financial assets that have been

derecognised (2,672) - - (2,672)
Esi] Write-offs - R - -
RIS Changes in models ) ) ) )
YN R A S, Foreign exchange and other

movements (98) - - (98)
BT Net remeasurement of loss

allowance 5,792 - - 5,792
»6H30H Balance at 30 June 21,017 _ _ 21.017

#2018 412 H 31 H
As at 31 December 2018

RERMTEY  JEEERERNSE EERESS

DI ESE B A HA 2 Uz Debt securities and Certificate (=R FERAESE TEHAE R gzt
i 2 (EHSEE 57 BAFAGES of deposits at fair value through Lifetime ECL not Lifetime ECL

other comprehensive income 12-month ECL credit-impaired credit-impaired Total

AT AT BT AT

HK$’000 HK$’000 HK$°000 HK$°000

W1H1H Balance at 1 January 18,829 - - 18,829

HZE 12 (& 5 iNTEH S S5E Transfer to 12-month ECL R N _ -
T S SR AN S TERESTE  Transfer to lifetime ECL not

credit-impaired - - - -
B (EERENRSSTERETR  Transfer to lifetime ECL

credit-impaired - - - -

Gl IN: e m vz New financial assets originated 8,766 B ) 8,766
AU ERERT R Financial assets that have been

derecognised (3,576) - - (3,576)
=Y Write-offs R - - -
T IEE)) Changes in models ) ) ) )
AN Ry HA 25 Foreign exchange and other

movements 38 - - 38
TEEHE T Net remeasurement of loss

allowance (9,629) - - (9,629)
W12 H31 H Balance at 31 December 14,428 - - 14,428
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T HARA RS B R EE Notes to the Interim Financial Information (continued)
(&)

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

1EERE (8) 3.1 Credit risk (continued)
C. TaHifsEiaLgingg C. Amounts arising from ECL (continued)
(&)
WEREEER (&) Loss allowance reconciliation (continued)

201946 H30H
As at 30 June 2019

L2 {EPMEY IHMERRENGE EEREVSRS

TEERTT R Eifth Rl ifEnY4585 Balances and placements with iR SIS o preny
FAFK banks and other financial Lifetime ECL not Lifetime ECL

institutions 12-month ECL credit-impaired credit-impaired Total

AT T BT T BET T AT

HK$°000 HK$’000 HK$’000 HK$°000

WB1H1H Balance at 1 January 325 - - 325

2 12 {E HATER S SE5E Transfer to 12-month ECL - - - -
RIS ERENS S TRIAEE  Transfer to lifetime ECL not

credit-impaired - - - -
B (EERENRSSTEIEHE  Transfer to lifetime ECL

credit-impaired - - - -

HE AR AT New financial assets originated 228 B 3 228
B MR E Financial assets that have been

derecognised (249) - - (249)
] Write-offs _ R R R
TR Changes in models ) ) ) i
NS Ky A thrsEa) Foreign exchange and other

movements 1 - - 1
BEEFE TR Net remeasurement of loss

allowance (77) - - an
76 530 H Balance at 30 June 228 - - 228

2018412 H31 H
As at 31 December 2018

12 @EMTE  JEHEERENSS FERENSS

TFERTT R B SRl 1Y4565 Balances and placements with (EL9EEE FaHEEE FaHEEE s
FEiK banks and other financial Lifetime ECL not Lifetime ECL

institutions 12-month ECL credit-impaired credit-impaired Total

BT AT T BT AT

HK$'000 HK$'000 HK$’000 HK$’000

W1A1H Balance at 1 January 323 - - 323

HZS 12 (& 5 IVTEHR S S5E Transfer to 12-month ECL _ _ _ R
RIS ERENE S TEIAEE  Transfer to lifetime ECL not

credit-impaired - - - -
EE(EERENRS S TEETE  Transfer to lifetime ECL

credit-impaired - - - -

HTE AR New financial assets originated 640 } 3 640
R Rl Financial assets that have been

derecognised (323) - - (323)
Eiac] Write-offs ) } ) )
it Changes in models ) ) ) i
SNEEEL R HoAtr ) Foreign exchange and other

movements (19) - - (19)
SRR TR Net remeasurement of loss

allowance (296) - - (296)
w12 H31H Balance at 31 December 325 - - 325
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1fERERE ()

C. FHIESREAE I
(&)
REREER (&)

3.1 Credit risk (continued)

C. Amounts arising from ECL (continued)

Loss allowance reconciliation (continued)

201946 H30H
As at 30 June 2019

12EANTEE HEERENKES EERENSS
(B 5| TS izt ] st
Lifetime ECL not Lifetime ECL
HAth &ph&E Other financial assets 12-month ECL credit-impaired  credit-impaired Total
BT AT BT BT
HK$°000 HK$’000 HK$’000 HK$°000
M1ALH Balance at 1 January 120 - 1,305 1,425
e 12 (H 5 e E EEsta Transfer to 12-month ECL R - -
I HEEREAVE S TERAESE Transfer to lifetime ECL not
credit-impaired - - -
EEEERENRESTERAESR  Transfer to lifeime ECL
credit-impaired - - - -
Wil ARl New financial assets originated 20 - 150 170
AR RlEE Financial assets that have been
derecognised - - -
FEBH Write-offs ) 3 )
TETRSE) Changes in models ) ) )
b R Ry HA s Foreign exchange and other
movements @ - (3 4
BT Net remeasurement of loss
allowance 272 - 228 500
76 H30H Balance at 30 June 411 - 1,680 2,001
#2018 412 H 31 H
As at 31 December 2018
12 [HAMTER  JEMEERENSES EERENSS
EERR TEIAETE THEARSR HEEt
Lifetime ECL not Lifetime ECL
HitrpaiEzE Other financial assets 12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$'000 HK$’000 HK$°000 HK$°000
WR1H1H Balance at 1 January 631 - - 631
#2512 ([HHTEIAS &R Transfer to 12-month ECL i ; )
T S SR AN S TERESTE  Transfer to lifetime ECL not
credit-impaired - - -
EE(EERENRSESTERETE  Transfer to lifetime ECL
credit-impaired (6) - 6 -
R AR Rl New financial assets originated 16 . . 16
AR RiEE Financial assets that have been
derecognised (10) - - (10)
=Y Write-offs R - - -
T, Changes in models _ _ _
A NERHRE R EoAth 25 Foreign exchange and other
movements ) - 1) (3)
JREEE TR Net remeasurement of loss
allowance (509) - 1,300 791
H12H31H Balance at 31 December 120 - 1,305 1,425
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

1EERE (8) 3.1 Credit risk (continued)

C. FHIESREAE I

(&)

REREER (&)

C. Amounts arising from ECL (continued)

Loss allowance reconciliation (continued)

201946 H30H
As at 30 June 2019

. ) 12EANTEE HEERENKES EERENSS
B B FEYBE ARk Loan commitments and e TS RS 4Ext
financial guarantee contracts Lifetime ECL not Lifetime ECL
issued 12-month ECL credit-impaired  credit-impaired Total
BT AT BT BT
HK$°000 HK$’000 HK$’000 HK$’000
W1H1H Balance at 1 January 8,427 22 - 8,449
12 {EHATER E E5E Transfer to 12-month ECL R - -
I HEEREAVE S TERAESE Transfer to lifetime ECL not
credit-impaired - - -
EREERENRCETEIEE  Transfer to lifetime ECL
credit-impaired - - - -
T BRI New financial assets originated 1,377 B ) 1,377
AR RlEE Financial assets that have been
derecognised (1,266) (21) - (1,287)
=Y Write-offs - R - -
TETRSE) Changes in models ) ) )
NS Ky L AthsE ) Foreign exchange and other
movements 3) - - (3)
BT Net remeasurement of loss
allowance (567) 1) - (568)
76 H30H Balance at 30 June 7,968 - - 7,968
#2018 412 H 31 H
As at 31 December 2018
. ) 12 [EHMTER  FEEERENSES EERENSS
UK B FEUBE Rk Loan commitments and (HeriElE TEHAREE i = gzt
financial guarantee contracts Lifetime ECL not Lifetime ECL
issued 12-month ECL credit-impaired credit-impaired Total
AT AT AT AT
HK$°000 HK$’000 HK$°000 HK$°000
K1HALH Balance at 1 January 15,305 - - 15,305
#2512 ([HHTEIAS &R Transfer to 12-month ECL i ; )
T S SR AN S TERESTE  Transfer to lifetime ECL not
credit-impaired (1) 1 - -
EE(EERENRSESTERETE  Transfer to lifetime ECL
credit-impaired - - - -
AR R New financial assets originated 5,248 } N 5,248
BRI Financial assets that have been
derecognised (9,807) - - (9,807)
=Y Write-offs R - - -
FHsEE Changes in models N N N
AN R HA 25 Foreign exchange and other
movements (110) 1) - (111)
TR E AR Net remeasurement of loss
allowance (2,208) 22 - (2,186)
w12 H31H Balance at 31 December 8,427 22 - 8,449
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3. &BEEHE (8) 3. Financial risk management (continued)

3.2 THiEE 3.2 Market risk
A. S R A. Currency risk
KREENEEREE The Group’s assets and liabilities are denominated in major currencies, particularly the
EPEEITFT A HK dollar, the US dollar and Renminbi. To ensure the currency risk exposure of the
RS T RSN - Tt Group is kept to an acceptable level, risk limits (e.g. Position and VAR limit) are used
5 1A o+
{771 VR o 38 PR £ to serve as a monitoring tool. Moreover, the Group seeks to minimise the gap between

TERE KT A
ﬁg%gg?&é@ﬁf are usually used to manage FX risk associated with foreign currency-denominated
%}%Iﬁ . IH:%\’ z;gé% assets and liabilities.

CES S UL

WSy & A A (B

B - 03 A AN &

4y (BIans MR ) &

assets and liabilities in the same currency. Foreign exchange contracts (e.g. FX swap)

AN & E B AT

EEAR SN i -

PG R H - A The Group had the following net structural positions which were not less than 10% of
DL SRR E S the total net structural foreign currency position at the end of the reporting period:
HNERCERE MM

FrE 484 10% :

201946 H30H
As at 30 June 2019

AT TEE
Equivalent in thousand of HK$
e AR¥  SMBeEE
Total
us foreign
Dollars Renminbi currencies

AT Net structural position 1,938,831 1,714,057 3,652,888

A 2018412 31 H
As at 31 December 2018
AT TEE
Equivalent in thousand of HK$
FETT AW SN
Total

us foreign
Dollars ~ Renminbi  currencies

SRR Net structural position 1,944,791 1,079,684 3,024,475
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2019 46 4 30 H R
2018 4 12 A 31 H
ZEREARTNIIN

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk (continued)

B. Interest rate risk

date and maturity date.

FRERAYE - R
IRAEY I REE KA
i1 W ELERTR
RAWERAA (2L
BURE ) 1 -

BE

AR R A T RAT B HeA
[ {EibE

ST R A SRS — 2+ =
1 7 S E I

FUERMATHEE (s AR
SR

(TEERTE

RN SRR

Feeiiay
- DATPEZ( L AR 2E
Yta 2 7
- RSB %
Rk
PIBE ~ B3t R
HitgE (RERTEREEE)

HERE

=1

SR BRI f Rt
t

PSR A

ERT

ENIPEREN (RSN
FORAERIEEN)

SAHEE
FIRERRE G

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

201946 H 30 H
At 30 June 2019

—Z =z
—EAN =@EA +=ER —ZEAFE HEME Tt §E5t
Non-
Up to 1to 3 3 to 12 1to5 Over interest
1 month months months years 5 years bearing Total
BETT BETT BSTT BETT B%TT BSTrT BT T
HK$’000 HK$°000 HK$°000 HK$’000 HK$000 HK$’000 HK$’000
Assets
Cash and balances with banks and
other financial institutions 8,590,109 _ _ _ 6,331,494 14,921,603
Placements with banks and other
financial institutions maturing
between one and twelve months - 3,212,108 1,196,066 - - - 4,408,174
Financial assets designated at fair
value through profit or loss - - _ 214,588 158,027 ~ 372,615
Derivative financial instruments - - - - 132,572 132,572
Advances to customers and trade
bills 53,082,776 9,921,589 5,849,328 3,978,649 13 - 72,832,355
Investment in securities
- securities at FVOCI
6,008,754 10,380,293 11,820,982 16,184,754 25,552 44,420,335
- securities at amortised cost 153,514 707,600 15,131 927,535 - - 1,803,780
Investment properties - - - - 237,740 237,740
Properties, plant and equipment - - - - 1,901,651 1,901,651
Other assets (including deferred
tax assets) 16,127 - - - 1,074,572 1,090,699
Total assets 67,851,280 24,221,590 18,881,507 21,305,526 158,040 9,703,581 142,121,524
Liabilities
Deposits and balances from banks
and other financial institutions (10, 239,649) (5,204,655) (6,058,510)  (418,840) - (2,749,414) (24,671,068)
Derivative financial instruments - - - - (53,946) (53,946)
Deposits from customers (36,873,713) (27,843,077) (32,775,040) (1,233,084) - (3,512,198) (102,237,112)
Other accounts and provisions
(including current and deferred
tax liabilities) (152,532) (13,709) (31,960) (80,099) (18,101) (1,341,326)  (1,637,727)
Total liabilities (47,265,894) (33,061,441) (38,865,510) (1,732,023) (18,101) (7,656,884) (128,599,853)
Interest sensitivity gap 20,585,386  (8,839,851) (19,984,003) 19,573,503 139,939 2,046,697 13,521,671
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk (continued)

B. Interest rate risk (continued)

72018412 431 H
At 31 December 2018

BE

AP G R AF ISR T R LAt
TRESEIEER

TR M SR —E
1B R B IR

FUE RN THEE (s AR
EBRARE

TEERTE

IS C VL

i

- DA FESZ( L AR

Wik 2 5%
- DAt 255
REYIE

Yk - Sb R

HitgE (RERTEREEE)

R

SRAT e FLft BN AR R s

#
PAESMTE
ERER

HARIA R A (ISR

FARTERIR AL

AR
FIARB R GR

—& =&
—EAA =fEA +=fEH —ZEAF  AFEME FatE Hast
Non-
Up to 1to3 3to 12 l1to5 Over interest
1 month months months years 5 years bearing Total
BETIT BETIC EETOoT EWTOT BT BTt BETC
HK$°000 HK$'000 HK$'000 HK$°000 HK$°000 HK$°000 HK$°000
Assets
Cash and balances with banks and
other financial institutions 14,408,002 _ _ _ 1,038,010 15,446,012
Placements with banks and other
financial institutions maturing
between one and twelve months - 4,784,315 1,518,248 - - 6,302,563
Financial assets designated at fair
value through profit or loss R R - 210,135 154,469 - 364,604
Derivative financial instruments - - - - 122,680 122,680
Advances to customers and trade
bills 41,981,083 6,591,112 1,318,363 43,679 53 - 49,934,290
Investment in securities
- securities at FVOCI
2,431,499 3,244,648 6,269,661 14,557,290 88,903 26,592,001
- securities at amortised cost - 710,521 151,698 808,682 - 1,670,901
Investment properties - - - - 233,350 233,350
Properties, plant and equipment - - - - 1,738,569 1,738,569
Other assets (including deferred
tax assets) - - - - 467,657 467,657
Total assets 58,820,584 15,330,596 9,257,970 15,619,786 154,522 3,689,169 102,872,627
Liabilities
Deposits and balances from banks
and other financial institutions (7,903,660) (22,655) (2,255,961) (1,750,994) - (11,933,270)
Derivative financial instruments - - - - (43,268) (43,268)
Deposits from customers (34,386,316) (13,358,293) (27,277,475)  (840,862) (2,466,569) (78,329,515)
Other accounts and provisions
(including current and deferred
tax liabilities) (186,547) - - - (776,831) (963,378)
Total liabilities (42,476,523) (13,380,948) (29,533,436) (2,591,856) (3,286,668) (91,269,431)
Interest sensitivity gap 16,344,061 1,949,648 (20,275,466) 13,027,930 154,522 402,501 11,603,196
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3. Financial risk management (continued)

3.3 Liquidity risk (continued)

A. Maturity analysis

SRR E AT - 4%
REEE NG EE KA

Notes to the Interim Financial Information (continued)

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

BEHEGLNFIHE
FIEFHARR M -
R 201946 H30H
At 30 June 2019
—Z == THEE
B —M@ERA =@A +=EF —ZAE AEME HiH dEEt
On Up to 1to 3 3to 12 1to5 Over
demand 1 month months months years 5years Indefinite Total
BT BT BT B¥TT BT BT BT BT
HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$000 HK$000 HK$°000
&BE Assets
[EEAFER S R AFIUERA T R Cash and balances with
Hih R fEnsSEes banks and other financial
institutions 8,357,944 5,834,395 - - - 729,264 14,921,603
TESRTT e Hofth 5 Rl Placements with banks and
—ZE+{HHNEEY other financial institutions
2 EHAEHL maturing between one
and twelve months - - 3,212,108 1,196,066 - 4,408,174
FE R LAV EEALET Financial assets designated
AN 2 BREE at fair value through profit
or loss - 615 1,218 1,746 212,538 156,498 372,615
e T A Derivative financial
instruments 96,883 20,447 2,825 5,047 2,616 4,754 132,572
HEER R E 52N Advances to customers and
trade bills 11,998,332 4,877,628 4,509,181 17,202,652 29,783,342 4,461,220 72,832,355
HHE Investment in securities
- IATHEEET AR - securities at FVOCI
4 U A 2 58 25 - 5465825 7,532,577 11,916,076 19,480,305 25,552 44,420,335
- DUERIAET R 5 - securities at mortised
7 cost - 164,446 5,882 39,457 1,593,995 - 1,803,780
fita—tZ/ES Investment properties - - - - - 237,740 237,740
Y ~ BN Rk Properties, plant and
equipment - - - - - 1,901,651 1,901,651
HAth & (HFERENIE  Other assets (including
HE) deferred tax assets) 201,653 725,230 145,497 6,420 - 11,899 1,090,699
BESH Total assets 20,654,812 17,088,586 15,409,288 30,367,464 51,072,796 4,622,472 2,906,106 142,121,524
“E Liabilities
ST R HoMh S mb st Deposits and balances from
TR aS R banks and other financial
institutions (5,362,804) (7,626,260) (5,204,654) (6,058,510) (418,840) - (24,671,068)
e T Derivative financial
instruments (9,889) (932)  (17,349)  (15,082) (5,727) (4,967) (53,946)
H R Deposits from customers (o5 377 304) (15,008,517) (27,843,077) (32,775,040 (1,233,084) - (102,237,112)
HARETE B f5((IFEE  Other accounts and
FRIE R IR AERIE G provisions (including
i) current and deferred tax
liabilities) (832,334) (224,779)  (26,600) (273,032)  (80,099)  (18,101) (182,782) (1,637,727)
B EEE Total liabilities (31,582,421) (22,860,488) (33,091,680) (39,121,664) (1,737,750) (23,068) (182,782) (128,599,853)
METE SO Net liquidity gap (10,927,609) (5,771,902) (17,682,392) (8,754,200) 49,335,046 4,599,404 2,723324 13,521,671
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.3 Liquidity risk (continued)

A. Maturity analysis (continued)

2018 12 H31 H
At 31 December 2018

BE
JEEFER 2 R AR T R,
HoAth RS &SR

FESRTT T HoAh < Rl
— 2+ ZERANEH
ZEHIER

SR DIA TS (A
AR SRETE
PR TE

B SO S

AT
A5 N

- DVATASE R AS
o 2 s > %
- DiegpcAEHR

7
REYE
W - S50 Bkt

HitrgE (GFEEEs
THATRE)

HEGE

&
HRIT R ARl
R AS ER

TTEEM TR

HETEAK

HABETE R (ot
e 2 R AR
£4%)

BREEE
BN G R

—F =% HETE
BifH —@EAN =@EH +ZEA —Z=AF AFME HEA Hst
On Up to 1to3 3to 12 1to5 Over
demand 1 month months months years 5 years Indefinite Total
BlETT BT BT BT BT BN TIT 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 1,877,197 13,035,493 - - - - 533,322 15,446,012
Placements with banks and
other financial institutions
maturing between one
and twelve months - - 4784315 1,518,248 - - - 6,302,563
Financial assets designated
at fair value through profit
or loss - 617 1,222 1,771 208,078 152,916 - 364,604
Derivative financial
instruments 96,038 509 7,115 1,415 13,968 3,635 - 122,680
Advances to customers and
trade bills 8,777,625 3,212,005 3,035,831 8,735,806 21,484,038 4,688,985 - 49,934,290
Investment in securities
- securities at FVOCI
- 2,178,850 1,821,667 6,334,276 16,168,305 - 88,903 26,592,001
- securities at mortised
cost - 7,391 1,954 158,706 1,502,850 - - 1,670,901
Investment properties - - - - - - 233,350 233,350
Properties, plant and
equipment - - - - - - 1,738,569 1,738,569
Other assets (including
deferred tax assets) 85728 209,050 157,851 541 - - 14,487 467,657
Total assets 10,836,588 18,643,915 9,809,955 16,750,763 39,377,239 4,845,536 2,608,631 102,872,627
Liabilities
Deposits and balances from
banks and other financial
institutions (5,984,733) (1,918,927)  (22,655) (2,255,961) (1,750,994) - - (11,933,270)
Derivative financial
instruments (8,021)  (16,824) (2,300) (1,668) (11,158) (3,297) - (43,268)
Deposits from customers  (23,875,084) (12,977,801) (13,358,293) (27,277,475)  (840,862) - - (78,329,515)
Other accounts and
provisions (including
current and deferred tax
liabilities) (450,543)  (124,344) (23,575)  (222,329) - - (142,587)  (963,378)
Total liabilities (30,318,381) (15,037,896) (13,406,823) (29,757,433) (2,603,014) (3,297)  (142,587) (91,269,431)
Net liquidity gap (19,481,793) 3,606,019 (3,596,868) (13,006,670) 36,774,225 4,842,239 2,466,044 11,603,196
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FHAR BRI EE Notes to the Interim Financial Information (continued)
(&)

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

3.3 FehEeEkE (&) 3.3 Liquidity risk (continued)
A. B[RS (&) A. 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
FLRIT) 2 AERA RS as advances and debt securities which have been overdue as “On demand”. In the case
4R - AREE B A of an asset that is repayable by different payments or instalments, only that portion of
Sl ks TENEA  EE - the asset that is actually overdue is reported as overdue. Any part of the asset that is
S ENE ¢ E %a not due is reported according to the residual maturity. The above assets are stated after
EEEE > WA deduction of provisions, if any.

ZAETHERNZ
Ry IR o
AR FN I #3754
AR 8 R 85 BT PR 53
- RPIRZ EE

AT o AH B2
(WFE) -
P i BRI HA H HHER The analysis of debt securities by remaining period to maturity is disclosed in order to
SR MR R A comply with relevant provisions under the Banking (Disclosure) Rules. The disclosure
(PRITE (B8 M does not imply that the securities will be held to maturity.

) ZARRABRSCIT
BT - FT{ER B
RILFE A ZE
FHIA -
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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
e (EERR) sHREE
ST - ASRTIRAIEAE(S
Bft{EMEIE > SHREA
Bl B ERRERERTIZ
GEFERER - KIRIT
ESRANEEAGTRA
STRA N B FRAT— i T
B EARER » Wik
BRI R RS
AN 1 A Y TS5 R
BEARER « AIRITRER
I (Mgl 5H5H
FERtREETTE R E
R o AIITEGIR AT
# CEBRERRE) 55
EAEREREE A

A BEGHERE

LEMEHE AR
TR (AT (EA)
BAD RirEE
B BOR A ERAT
Z AR R RO
ITTHRK - EE TR
JiE - RIFE IS B
s e A SE B I S
B> HAREGY 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)

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

Fi A DL B 5T B BAE M 7S
WENPTE SR TE - 15987
M B EEREL35E T A
PERHE BER - RATHE
JEF RN - BEETS
R ETTARRANEERZ
AR B A jﬁﬁﬁ”jﬁj
BEAVEHEAENY

P NELESER N Ve

— FEJgik  HEEERE
R AE G B T 35 o B R H
(REGRE) - IR B
HEHSAXGHNTES
&

— BRIl (E R
T FTER AV R (R AR N 2R
QRS ¥Tﬁﬁ“ N PEET
BHEAZE) WHERE
sEE I - B A
FERE I G HINTAE
EE -~ RS ERB L IER
JERUEAS I ETS R B A7

EZ =2
AR ©

— =g TRl (E R
T FrER AV R (R JE AR N 2R
QElSEEE by VAR ey
BEHERZE) BAAH
Bz - RS ERAER
TSR RAIR T &
KEBTE -

ESNIVN:=R- B AN L P
HRAER A > REEEH
T—MH RS EI&SRE
BRI E I (ﬁﬁAiﬁ‘éﬁ&
NSPHEEFEAERREZ
EEHEER) LMEE%‘?T
IR Z RS AR -

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

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

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

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

For financial instruments that are recognised in the financial statements on a recurring
basis, the Group determines whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of each reporting period.
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4. SREENMAMBIIAE 4. Fair values of financial assets and liabilities (continued)
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Notes to the Interim Financial Information (continued)
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4.1 IAHEEIENSRLTE 4.1 Financial instruments measured at fair value
AREEREIITESHN The Group has an established governance structure and controls framework to ensure
SHEE A RAERIZE - N that fair values are either determined or validated by control units independent of the
SAH B O TR 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 AT measurements. Specific controls include verification of observable pricing inputs; review
ZERISRES (L ESS 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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Notes to the Interim Financial Information (continued)

4.1 DAVHERENEMTR

4.1 Financial instruments measured at fair value (continued)
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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
techniqgue. 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. SREENMAMBIIAE 4. Fair values of financial assets and liabilities (continued)
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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

201946 H30H
At 30 June 2019

E—Ek L@k E=fEik fEET
Level 1 Level 2 Level 3 Total

AT AT EWTIT  E¥TT
HK$’000 HK$’000 HK$’000 HK$’000
Financial assets
Financial assets designated at
fair value through profit or
loss (Note 20)

- Debt securities - 372,615 - 372,615
Derivative financial
instruments (Note 18) - 132,572 - 132,572

Fiancial assets measured at
FVOCI (Note 20)

- Debt securities 7,360,890 31,973,081 - 39,333,971
- Certificates of deposit - 5,060,812 - 5,060,812
- Equity securities - - 25,552 25,552

7,360,890 37,539,080 25,552 44,925,522

Financial liabilities
Derivative financial
instruments (Note 18) - (53,946) - (53,946)
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4. SREENMAMBIIAE 4. Fair values of financial assets and liabilities (continued)

B (&)
4.1 DA EAENSRITE 4.1 Financial instruments measured at fair value (continued)
(&)
A ANEENES (8) A. Fair value hierarchy (continued)
2018412 H 31 H
At 31 December 2018
£ BB E=IEER HEEt
Level 1 Level 2 Level 3 Total
HERETTT AT HATIT HATIT
HK$'000 HK$'000 HK$'000 HK$'000
SRIEE Financial assets
FE R LA FAE #ALET Financial assets designated at
A4S 7 B RE fair value through profit or
(BfF5E 20) loss (Note 20)
- (EB5E S - Debt securities - 364,604 - 364,604
PR TR Derivative financial
QR instruments (Note 18) - 122,680 - 122,680
DAAFAEE et AEAM Fiancial assets measured at
AU Y < Rl FVOCI (Note 20)
(FfF5E 20)
- [ - Debt securities 2,331,316 22,237,616 - 24,568,932
- k8 - Certificates of deposit - 1,934,166 - 1,934,166
- Betrig s - Equity securities - 67,438 21,465 88,903
2,331,316 24,726,504 21,465 27,079,285
SREEH Financial liabilities
TTESRT AR Derivative financial
(FffsE 18) instruments (Note 18) - (43,268) - (43,268)
KREEH SREE N There were no financial asset and liability transfers between level 1 and level 2 for the
BENHNESEESE Group during the period (31 December 2018: Nil).

— R E g
fEFYEERs (2018 4 12
A3l H: ) -
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4. SREENMAMBIIAE 4. Fair values of financial assets and liabilities (continued)
B (&)

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

(&)
B. =@ K E &8 B. Reconciliation of level 3 items
PAATE S baT A A 2 E RS
ZEREE
Financial assets at fair value
through other comprehensive
income
B
Pog=z et |rdnrcea &t
Debt
securities
and
certificates Equity
of deposit securities Total
AT AT BAETT
HK$’000 HK$’000 HK$’000
A2019441H1H At 1 January 2019 - 21,465 21,465
Yz Gains
- HAptr ks - Other comprehensive income
- DI ESEEF A - Change in fair value of financial
e mkEE s SRE assets at fair value through
ENAN A ESEE other comprehensive income - 4,087 4,087
BHA Purchases - - -
=S Sales - - -
= Transfer out of Level 3 - - -
201946 H 30 H At 30 June 2019 - 25,552 25,552
DIAEE b AE M4 HElGES
ZeRbEE
Financial assets at fair value
through other comprehensive
income
(EvEces
B AR B a8 75 HEET
Debt
securities
and
certificates Equity
of deposit securities Total
AT AT AT
HK$’'000 HK$'000 HK$’'000
201841 H1H At 1 January 2018 - 14,278 14,278
gy Gains
- HA AR - Other comprehensive income
- DA EEZ B AR - Change in fair value of financial
e miGE s SE assets at fair value through
ENA T ESE L other comprehensive income - 6,870 6,870
BHA Purchases - 317 317
=as Sales - - -
EHE = Transfer out of Level 3 - - -
2018 /£ 12 H 31 H At 31 December 2018 - 21,465 21,465
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4, SRIEEMEBNAY 4. Fair values of financial assets and liabilities (continued)
5 (%)

4.1 PAPEETENSRm T A 4.1 Financial instruments measured at fair value (continued)

(&)
B. F=/E4kHY7E B &) B. Reconciliation of level 3 items (continued)
(&)
201946 H 30 H As at 30 June 2019 and 31 December 2018, financial instruments categorised as level
K 2018 /£ 12 H 31 3 are mainly comprised of unlisted equity shares.
S e N (|
SR TEFERIEE
THFRERE -
JE L REHEY A SEE The fair values of unlisted equity shares are determined with reference to multiples of
EE = IR il comparable listed companies, such as average of the price ~earning ratios of
s ZEETHE, comparables or net asset value, if appropriate comparables are not available. The fair
BRI A S value is positively correlated to the price ~earning ratios of appropriate comparables
T PRIy AT - Al or net asset values. Had the net asset value of the underlying equity investments
WHEEFEEE - increased decreased by 5%, the Group’s other comprehensive income would have
SEAH B AR 2 A increased decreased by HK$1,278,000 (31 December 2018: HK$1,073,000).

Eod s Mt R E
IFHEFAEIERRE -
IERENRELE
EFEENE D
5% > JIIASE ] HoAth
e [ W g B P R
/b A&mE 1,278,000 T
(2018 # 12 A 31
H : %% 1,073,000
7T)
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4, SRIEEMEBNAY 4. Fair values of financial assets and liabilities (continued)
5 (%)

Notes to the Interim Financial Information (continued)

4.2 Financial instruments not measured at fair value

4.2 JELLAHEET BAYER

IA

PR TR DUAE —HFE R
B B T S BB R
A/l LB 2 BRARET
fiti - NN Z 5B R 2
RS U R R A5
BHEM TEZ N PHE -

IR 1 RSRAT Fe FeAth

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

& EIE A 2 G e R 5
Ei
KRB Z EMEEKE
BERRER AR —ER
FIH > HiRE{ESEAHE
GEES

HEEK
Koy 2 &P EREF
B i ERE T
FIE > HAREEBLAPE
GEES

Diggek kA st & 2

Substantially all the financial assets and liabilities mature within one year from the end of
the reporting 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.

Debt instruments at amortised cost

IH

R DA e S 2 2R o 47
S5 R B ST IR 2 ) 3R
o BT B U FR PR g R

RIS -

HELE
KH5 2 % AT
SR —ENEIR 5
W 5 TS -

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 end of the
reporting date and their carrying value approximates fair value.
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Notes to the Interim Financial Information (continued)

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

4.2 Financial instruments not measured at fair value (continued)

The carrying amounts of the Group’s financial instruments carried at cost or amortised
cost are not materially different from their fair value as at 30 June 2019 and 31 December

2018 except as follows.

Financial assets
Debt instruments at
amortised cost (Note 20)

52

201946 A 30 H
At 30 June 2019

72018412 H 31 H
At 31 December 2018

SR ATHE HRHI{E AVE
Carrying Carrying
value  Fair value value Fair value
BTIT  BETT ATT AT T
HK$’000 HK$’000 HK$'000 HK$'000
1,803,780 1,813,341 1,670,901 1,640,600
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5. FFIEWA

5. Net interest income

PEEHES PGS EE
2019 4 2018 4E
6H330H 6430H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT
HK$’000 HK$'000
FIRUA Interest income
TR ZE R EoM B R RS Y Due from banks and other financial institutions
P 191,048 120,022
2R EE R E S Advances to customers and trade bills 1,191,240 714,281
SHIEE BN P EE B A Investment in securities and financial assets at
I RS E fair value through profit and loss 517,099 284,630
Hith Others 2,607 2,376
1,901,994 1,121,309
FIESTH Interest expense
[F 3 R H <2 iR iy Due to banks and other financial institutions
FKH (93,835) (41,580)
R Deposits from customers (865,163) (340,416)
HEAE Lease liabilities (1,722) B}
oAl Others (1,196) (3,513)
(961,916) (385,509)
R EULA Net interest income 940,078 735,800

JELAPEE LG AlBm 2
SREENSMEAEMTES
FIFEUA B RS S H 57 Al
By o M 1,894,372,000 I
(2018 4F L p4E ¢ W
1,118,149,000 T ) R ik
960,194,000 J¢ (2018 4F |
4E  HE W 385,509,000
JC)

Included within interest income and interest expense are HK$1,894,372,000 (first half of
2018: HK$1,118,149,000) and HK$960,194,000 (first half of 2018: HK$385,509,000) for
financial assets and financial liabilities that are not recognised at fair value through profit or

loss respectively.
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6. JBIRBERESUA 6. Net fee and commission income

FEERE FEGHEE

2019 & 2018 4=
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT
HK$’000 HK$'000
RHE KB Fee and commission income
Frl Insurance 84,010 35,804
HIFERAD Securities brokerage 39,476 62,028
SR Loan commissions 189,212 45,764
eI Payment services 16,566 15,882
MEE(H 4 Bills commissions 7,602 10,303
REF Safe deposit box 9,654 2,569
B AN Funds distribution 4,171 5,971
B=iiA Others 43,909 8,788
394,600 187,109
R E ST Fee and commission expense
SERIRAD Securities brokerage (6,869) (8,747)
HAth Others (5,158) (4,182)
(12,027) (12,929)
TRIREE R ASWA Net fee and commission income 382,573 174,180
HeRE - Of which arise from:
FELLA T EE(LET ABLR Financial assets or financial liabilities not at fair value
2 ERiEENSREE through profit or loss
- B%E RS A - Fee and commission income 196,814 56,067
- RBE R EESTH - Fee and commission expense (119) (192)
196,695 55,875
SR R EAMZEEER) Trust and other fiduciary activities
- IRFEE: RS A - Fee and commission income 3,347 3,361
- RBEREESTH - Fee and commission expense (512) (293)
2,835 3,068
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8. HAhEmREE B

DA PEE bt A A 4= UL
i < SR E 2 P
HiAth

9. HAMELEUA

ST E R A

- JEEHESRE
REYFE LA
HRAEIZE WA
FiAth

7. Net trading (loss) / gain

Net (loss) “gain from:
Foreign exchange and foreigh exchange
products
Interest rate instruments
Commodities

8. Net gain on other financial assets

Net gain on financial assets at fair value through other

comprehensive income
Others

9. Other operating income

Dividend income from investment in securities

- Unlisted investments
Gross rental income from investment properties
Incomings in respect of investment properties
Others
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Notes to the Interim Financial Information (continued)

FHEEEE FEERE
2019 4F 2018 ££

6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT IT BT
HK$’000 HK$’000
(9,862) 44,164
(6,493) 5,912
(520) (116)
(16,875) 49,960
FEEHE FHELEEE
2019 4 2018 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT AT
HK$’000 HK$'000
35,572 2,662
(409) (36)
35,163 2,626
FEGEHE PAELEEE
2019 £ 2018 &

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AT
HK$’000 HK$’000
3,564 2,080
3,290 2,964

126 114

2,338 46
9,318 5,204
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10. BEZEFIFERAE

HEE R B
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IrEE (ihsk 22)
-HEYEE - S50 R
[ E

2 LGl

-t

JEFEHIRES
HA g e sz

10. Net charge of impairment allowances

Advances to customers and trade bills

Investment in securities

Balances with banks and other financial institutions

Other financial assets
Off-balance sheet

11. 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 (Note 22)

- Owned properties, plant and equipment

- Right-of-use assets
Auditor’s remuneration

- Audit services

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

FEEER FEERE
2019 &£ 2018 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT BT
HK$°000 HK$'000
237,033 28,464
8,149 1,602

(98) (212)

670 (437)

(478) 625
245,276 30,043
FEGEHE FAELEEE
2019 4 2018 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AT T
HK$’000 HK$’000
256,389 232,580
14,834 12,063
271,223 244,643
25 18,642

3,910 3,192
6,955 5,144
10,890 26,978
41,046 13,104
15,299 13,104
25,747 -
3,463 615

844 615

2,619 -
91,690 65,020
418,312 350,360
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12. &Y/ P EFFE 12. Net gain from fair value adjustments on investment properties
2R

FEEHE FEGEHEE

2019 4 2018 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
BT BT
HK$°000 HK$°000
BB AN EREE Net gain from fair value adjustments on investment
Fs (FfEE 21) properties (Note 21) 4,390 15,620

13. HE EfEYH - 28 13. Net gain from disposal /revaluation of properties, plant and
M R 2 R equipment

FEEHE FHEERE

2019 4% 2018 &

6 530H 6 H30H

Half-year ended Half-year ended

30 June 30 June

2019 2018

BT AT

HK$’000 HK$°000
EilFEEZ P Net gain from revaluation of premises 1,396

R ~ [EE R R 2 Net loss from disposal of equipment, fixtures and

KI5 E fittings (27)
1,369
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14. 178

GrEER RN IR R
T

AIIFRIE
ERFIEH
- HINET ARTIH

MG
- HINET ARTIH

PEIERIH
WM AR 2 A AR R g
(FFsE 26)

FEA RN E
2019 4 | 4RG3
AFIFSE 16.5% (2018
£ 1 16.5%) HE + AN
FI Bl 2019 4 Fo¢
i ISR R kA 2
4 S T T
=R

14. Taxation

Taxation in the consolidated 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

(Note 26)

Notes to the Interim Financial Information (continued)

FHEEEE FREERE
2019 £ 2018 4

6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT T BT
HK$°000 HK$'000
91,904 74,515
33,362 24,217
(3,753) 6,458
121,513 105,190

Hong Kong profits tax has been provided at the rate of 16.5% (2018: 16.5%) on the
estimated assessable profits arising in Hong Kong for the first half of 2019. Taxation on
overseas profits has been calculated on the estimated assessable profits for the first half of

2019 at the rates of taxation prevailing in the country in which the Group operates.
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15. BB ESZAAFIR

(i) PAEERERZ A R A L4
RS

A EEHE A K S A B
RIS

(i) FAIEBE AR
BABH LIRS
Ak 51,510,000 JT
(2018 4F |- 2445 © 3860
51,516,000 ) °

15. Dividends and Distributions

Notes to the Interim Financial Information (continued)

(i) Dividends payable to equity shareholders attributable to the previous financial year,

approved and paid during the interim period

FEERE

201946 B 30H
Half-year ended
30 June 2019

PEERE
2018 £6 H 30
Half-year ende
30 June 2018

H
d

=i
i
Per share
HK$
Final dividend in respect of
the previous financial
year, approved and paid
during the following
interim period 80

]
BT
Total

HK$°000

298,920

(STt
AR
Per share
HK$

75

BT
Total
HK$'000

225,000

(i) Dividend payable on perpetual non-cumulative subordinated additional tier 1 capital
securities is HK$51,510,000 (first half of 2018: HK$51,516,000).
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16.

17.
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- R IRE

Notes to the Interim Financial Information (continued)

16. Cash and balances with banks and other financial institutions

#2019 & 7+ 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT HETT
HK$°000 HK$'000
Cash 216,456 176,662
Balances with central banks 7,646,980 1,277,587
Balances with banks and other financial
institutions 1,223,774 956,278
Placements with banks and other financial
institutions maturing within one month 5,834,422 13,035,556
14,921,632 15,446,083
Impairment allowances
- Stage 1 (29) (71)
- Stage 2 - -
- Stage 3
14,921,603 15,446,012

17. Placements with banks and other financial institutions maturing

between one and twelve months

12019 &£ #2018 &£
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT AT
HK$’000 HK$'000
Balance with banks and other financial institutions
maturing between one to twelve months 4,408,373 6,302,817
Impairment allowances
- Stage 1 (199) (254)
- Stage 2 - -
- Stage 3 - -
4,408,174 6,302,563
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18. {T4ERTH

AREEETIL T HIE A R A
FEBNTEERTRES
HIEEE MR E

BB R IR R A —
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B R MR LR AR S
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&l SRR A [FI & R
AR (CHNENE R R BLE B A
ES ) sl ERIFTAE A (A
AR o BRI
SRR S AW S ERL
DTS -
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Notes to the Interim Financial Information (continued)

18. Derivative financial instruments

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

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

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

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

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

18. Derivative financial instruments (continued)

The following tables summarise the contract,”notional amounts and fair values of each

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

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps

Exchange rate contracts
Spot and forwards
Swaps
Foreign currency options

- Options purchased
- Options written

Interest rate contracts
Swaps
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2019 6 H30H

At 30 June 2019

I\
£l B SFE
Contract,/ Fair values
notional &HiE =0
amounts Assets Liabilities
AT BT BT
HK$’000 HK$’000 HK$’000
1,186,331 96,885 (9,889)
10,234,893 28,309 (29,014)
2,979 8 -
2,979 - (13)
11,427,182 125,202 (38,916)
2,706,114 7,370 (15,030)
14,133,296 132,572 (53,946)
#2018 12 H 31 H
At 31 December 2018
» NI
B4/ HHE il
Contract / Fair values
notional EE AafE
amounts Assets Liabilities
HEEETTT HATT HATT
HK$’000 HK$’000 HK$’000
998,600 96,280 (8,047)
11,850,009 8,795 (19,636)
120 1 -
120 - 1)
12,848,849 105,076 (27,684)
2,935,961 17,604 (15,584)
15,784,810 122,680 (43,268)
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Notes to the Interim Financial Information (continued)

19. Advances to customers and trade bills

#2019 &£ > 2018 4

6 H30H 12H31H

At 30 June At 31 December

2019 2018

BRI BETT

HK$’000 HK$'000

Personal loans and advances 8,686,912 7,465,826

Corporate loans and advances 63,075,561 41,012,542

Advances to customers 71,762,473 48,478,368

Loan impairment allowances

- Stage 1 (303,190) (139,832)

- Stage 2 (13,891) (17,599)

- Stage 3 (269,404) (189,268)

71,175,988 48,131,669

Trade bills 1,658,020 1,804,245
Trade bills impairment allowances

- Stage 1 (1,653) (1,624)

- Stage 2 - -

- Stage 3 - -

1,656,367 1,802,621

72,832,355 49,934,290

As at 30 June 2019, advances to customers included accrued interest of HK$256,044,000
(31 December 2018: HK$136,345,000).
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20. Investment in securities

201946 H30H
As at 30 June 2019

Notes to the Interim Financial Information (continued)

DI HEE  FUERMAF

{brt AHAM e EELHAR  DUIESRERE f5t
ESZES  SzER RS
Investment in
Investment in securities
securities at designated at
fair value fair value Investmentin
through other through  securities at
comprehensive profit amortised
income and loss cost Total
BT AT T BT AT T
HK$’000 HK$°000 HK$’000 HK$’000
Certificate of deposit:
- Listed in Hong Kong - - - -
- Listed outside Hong Kong - - - -
- Unlisted 5,060,812 - 153,664 5,214,476
5,060,812 - 153,664 5,214,476
Debt securities:
- Listed in Hong Kong 9,415,379 39,981 1,108,496 10,563,856
- Listed outside Hong Kong 6,449,608 174,607 256,495 6,880,710
- Unlisted 23,468,984 158,027 286,913 23,913,924
39,333,971 372,615 1,651,904 41,358,490
44,394,783 372,615 1,805,568 46,572,966
Impairment allowances
- Stage 1 - - (1,788) (1,788)
- Stage 2 - - - -
- Stage 3 - - - -
- - (1,788) (1,788)
Total debt securities and
certificates of deposits 44,394,783 372,615 1,803,780 46,571,178
Equity securities:
- Listed in Hong Kong - - - -
- Listed outside Hong Kong - - - -
- Unlisted 25,552 - - 25,552
Total equity securities 25,552 - - 25,552
44,420,335 372,615 1,803,780 46,596,730
Analysed by type of issuer
as follows :
Sovereigns 21,315,954 - - 21,315,954
Public sector entities 2,755,332 - - 2,755,332
Banks and other financial
institutions 16,241,020 356,088 1,072,742 17,669,850
Corporate entities 4,108,029 16,527 731,038 4,855,594
44,420,335 372,615 1,803,780 46,596,730
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20. Investment in securities (continued)

#2018 4212 H 31 H
As at 31 December 2018

Notes to the Interim Financial Information (continued)

DUATEZ  FUEBUAT

(et A Mg EE(LET AR DI ER A HEEt
lle-wd "o N =
Investment in  Investment in
securities at securities
fair value designated at Investmentin
through other fair value securities at
comprehensive through profit amortised
income and loss cost Total
AT AT T ATT AT T
HK$'000 HK$'000 HK$'000 HK$'000
Certificate of deposit:
- Listed in Hong Kong - - - -
- Listed outside Hong Kong 9,009 - - 9,009
- Unlisted 1,925,157 - 151,728 2,076,885
1,934,166 - 151,728 2,085,894
Debt securities:
- Listed in Hong Kong 8,607,155 39,215 1,098,955 9,745,325
- Listed outside Hong Kong 5,301,496 170,920 130,580 5,602,996
- Unlisted 10,660,281 154,469 289,972 11,104,722
24,568,932 364,604 1,519,507 26,453,043
26,503,098 364,604 1,671,235 28,538,937
Impairment allowances
- Stage 1 - - (334) (334)
- Stage 2 - - - -
- Stage 3 - - - -
- - (334) (334)
Total debt securities and
certificates of deposits 26,503,098 364,604 1,670,901 28,538,603
Equity securities:
- Listed in Hong Kong 67,438 - - 67,438
- Listed outside Hong Kong - - - -
- Unlisted 21,465 - - 21,465
Total equity securities 88,903 - - 88,903
26,592,001 364,604 1,670,901 28,627,506
Analysed by type of issuer
as follows :
Sovereigns 10,455,426 - - 10,455,426
Public sector entities - - - -
Banks and other financial
institutions 11,312,388 348,133 1,071,043 12,731,564
Corporate entities 4,824,187 16,471 599,858 5,440,516
26,592,001 364,604 1,670,901 28,627,506
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21. & 21. Investment properties
#2019 4 2018 4E
6 H30H 12 H 31 H
At 30 June At 31 December
2019 2018
BT AT
HK$’000 HK$'000
W1H1H At 1 January 233,350 214,910
N EEES Fair value gain 4,390 18,440
FAER R At period year end 237,740 233,350
22. Y ~ ¥ RNt 22. Properties, plant and equipment
fE g Seffs ~ B
=73 BE SRS &t
Equipment,
Right-of-use fixtures and
assets Premises fittings Total
BT BT BETIT BT
HK$000 HK$’000 HK$’000 HK$’000
201941 H1HZ Net book value at
WRTHHE 1 January 2019 - 1,696,410 42,159 1,738,569
& E B RS RS Adjustment on initial application of
16 SRR HKFRS 16 117,730 - - 117,730
g Additions 51,125 419 3,334 54,878
HieE Disposals - - (27) (27)
E=C Revaluation - 31,542 - 31,542
AHAPTEE (MffsE 11) Depreciation for the period (Note 11) (25,747)  (11,122) (4,177)  (41,046)
P S A= Exchange difference - - 5 5
201946 30 H > Net book value at
HETEFE 30 June 2019 143,108 1,717,249 41,294 1,901,651
201946 H 30 H At 30 June 2019
A B E Cost or valuation 168,855 1,717,249 140,376 2,026,480
TR R R Accumulated depreciation and
impairment (25,747) - (99,082) (124,829)
201946 H30 H> Net book value at
SETIE 30 June 2019 143,108 1,717,249 41,294 1,901,651
A 2 R BA B The analysis of cost or valuation of the above assets is as follows:
SIFTAE -
201946 H 30 H At 30 June 2019
HRAE At cost 168,855 - 140,376 309,231
P E At valuation - 1,717,249 - 1,717,249
168,855 1,717,249 140,376 2,026,480
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22. Y ~ BEM R ES 22. Properties, plant and equipment (continued)
(&)
et~ [EE
B SR B S HaEt
Equipment,
fixtures and
Premises fittings Total
AT AT T AT
HK$'000 HK$’000 HK$’000
201841 H 1H> Net book value at
RRHEDFE 1 January 2018 1,506,300 45,953 1,552,253
HEE Additions 115,244 5,218 120,462
HE Disposals - (16) (16)
ik Revaluation 95,319 - 95,319
YT Depreciation for the year (20,452) (8,845) (29,297)
VE SR Exchange difference (€) (151) (152)
72018412 A 31 H Net book value at
IRHEFE 31 December 2018 1,696,410 42,159 1,738,569
2018412 A 31 H At 31 December 2018
[DZN AR Cost or valuation 1,696,410 142,521 1,838,931
TR R R E Accumulated depreciation and
impairment - (100,362) (100,362)
A 2018412 H 31 H> Net book value at
HEFDFE 31 December 2018 1,696,410 42,159 1,738,569
b A 2 RO AR B The analysis of cost or valuation of the above assets is as follows:
par s 1N
2018412 H 31 H At 31 December 2018
HEEAE At cost - 142,521 142,521
FhE At valuation 1,696,410 - 1,696,410
1,696,410 142,521 1,838,931
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Notes to the Interim Financial Information (continued)

23. Other assets

Precious metals
Repossessed assets
Accounts receivable and prepayments

Impairment allowances
- Stage 1
- Stage 2
- Stage 3

24. Deposits from customers

Demand deposits and current accounts
Savings deposits
Time, call and notice deposits

25. Other accounts and provisions

Other accounts payable
Lease liabilitiy
Provisions

Impairment allowances of loan commitments and
financial guarantees contracts issued
- Stage 1
- Stage 2
- Stage 3
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72019 & 2018 4F
6 H30H 12 531 H
At 30 June At 31 December
2019 2018
AT BT
HK$’000 HK$'000
39,352 39,044
145,483 157,770
898,246 259,970
1,083,081 456,784
(411) (120)
(1,680) (1,305)
1,080,990 455,359
72019 £ 2018 £
6 H30H 12 31 H
At 30 June At 31 December
2019 2018
AT BT
HK$°000 HK$'000
6,191,742 5,401,426
19,163,603 18,443,998
76,881,767 54,484,091
102,237,112 78,329,515
72019 £ #2018 £
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT AT
HK$°000 HK$'000
1,154,972 736,519
144,055 -
1,343 1,343
1,300,370 737,862
7,968 8,427

- 22

1,308,338 746,311
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#2019 &£
1H1H
Z B
Hae/ (&30)
Wamk
(P 14)

ERC A 2 T S
bEST A=A

#2019 &£
6 H30H

26. EIEFRIE 26. Deferred taxation

BRI SRR EE: Deferred tax is recognised in respect of the temporary differences arising between the tax

EHIFE 1258 TSR | =1 bases of assets and liabilities and their carrying amounts in this interim financial

B S EAE RIS information and unused tax credits in accordance with HKAS 12 “Income Taxes”.

BLEAE A T B B B RN

I TH B R B 2 B 1 2R

S AR PR IE IR e R -

BA AR RN 2 IR AEFR IR The major components of deferred tax (assets),liabilities recorded in the statement of
EE) /JAETEHEE financial position, and the movements during the first half of 2019 and the year ended 31

PAR B AT 20194E FEA4E R December 2018 are as follows:

H,22018F12H31H ik4F

FEZ BT

7201946 H30H
At 30 June 2019

DoEETE
iR YR EG ) 2] FREAE HAh “Est
Accelerated
tax Property Impairment
depreciation _ revaluation Losses allowance Others Total
BT BWTT BN sWTR swTT  awTe
HK$°000 HK$’000 HK$°000 HK$’000 HK$°000 HK$°000
At 1 January 2019,
as previously
reported 23,753 222,601 (713) (45,825) (70,871) 128,945
Charged
(credited) to
income
statement
(Note 14) 421 100 106 (4,380) - (3,753)
Charged to other
comprehensive
income - 3,722 - - 41,573 45,295
Exchange
difference - - 2 1,240 - 1,242
At 30 June 2018
24,174 226,423 (605) (48,965) (29,298) 171,729
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B AEE R AR AT
HEMBABIHA R
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At 1 January 2018

Adjustment on
initial application
of HKFRS 9

At 1 January 2018,
as restated

Charged /' (credited)
to income
statement

Charged,(credited)
to other
comprehensive
income

Exchange
difference

At 31 December
2018

26. Deferred taxation (continued)

#2018 412 H31 H
At 31 December 2018

Notes to the Interim Financial Information (continued)

frkires T K

T YIEE L JEiE DERIER HoAt Hast
Accelerated
tax Property Impairment

depreciation revaluation Losses allowance Others Total
AT T AT AT AT ARTT AT
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000 HK$’000
17,921 205,523 - (53,521) (41,880) 128,043
- - (1,998) 3,069 1,071
17,921 205,523 - (55,519) (38,811) 129,114
5,832 125 (710) 8,279 639 14,165
- 16,953 - (32,699) (15,746)
- 3) 1,415 - 1,412
23,753 222,601 (713) (45,825) (70,871) 128,945

MRS ERIR TR AN
M - THMEMBIRIE
WIRR &80 Bt AEE

S

PEERIH A
PERITAA A

Deferred tax assets

Deferred tax liabilities

70

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

7 2019 4 #2018 £
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
BT HERETTT
HK$’000 HK$’000
(9,709) (12,298)
181,438 141,243
171,729 128,945
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27. Share capital

Notes to the Interim Financial Information (continued)

The holders of ordinary shares are entitled to receive dividends as declared from time to
time and are entitled to one vote per share at meetings of the Bank's residual net assets.

2019
Bty E AT
Number of
shares HK$°000
At 1 January 3,368,247 1,772,988
Shares issued 368,248 1,472,992
Effect of share subdivision 1,864,511,005 -
At 30 June 1,868,247,500 3,245,980
2018
edhE-A4E| BT
Number of
shares HK$’000
At 1 January 3,000,000 300,000
Shares issued 368,247 1,472,988
At 31 December 3,368,247 1,772,988

In accordance with section 135 of the Hong Kong Companies Ordinance, the ordinary
shares of the Bank do not have a par value. The holders of ordinary shares are entitled to
receive dividends as declared from time to time and are entitled to one vote per share at
meetings of the Bank. All ordinary shares rank equally with regard to the Bank’s residual
assets.

The Bank passed the resolution on 3 December 2018 to issue new shares to its existing
shareholders. The second allotment of 368,248 shares was issued with a consideration of
HK$1,472,992,000 on 29 January 2019.

Pursuant to the resolution passed by the shareholders at annual general meeting of the
Bank on 29 May 2019, a share subdivision was approved with effect from 30 May 2019 in
which every one share issued share capital of the Bank was subdivided into 500
subdivided shares (“Share Subdivision”). Immediately after the Share Subdivision,
1,868,247,500 subdivided shares were issued.
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Notes to the Interim Financial Information (continued)

28. Additional equity instruments

#2019 £ iR 2018 4
6 H30H 12H31H
At 30 June At 31 December
2019 2018
AT BT
HK$°000 HK$'000
US$250 million perpetual non-cumulative
subordinated additional tier 1 capital securities 1,937,712 1,937,712

On 29 November 2017, the Bank issued perpetual non-cumulative subordinated additional
tier 1 capital securities (“additional equity instruments”) with a face value of US$250 million
(equivalent to HK$1,938 million net of related issuance costs). The additional equity
instruments are perpetual and bear a 5.25% coupon until the first call date on 29 November
2022. The coupon will be reset every five years if the additional equity instruments are not
redeemed to a fixed rate equivalent to the then-prevailing five-year US Treasury rate plus a
fixed initial spread.

The coupon shall be payable semi-annually. The Bank has the right to cancel coupon
payment (subject to the requirement as set out in the terms and conditions of the additional
equity instruments) and the coupon cancelled shall not be cumulative.

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

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

During the period, the coupons of this additional equity instruments were paid with the
amount of HK$51,510,000 on 23 May 2019.
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(outflow) before taxation

Profit before taxation

Net gain from fair value adjustments on
investment properties

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

Interest on lease liabilities

Depreciation

Net charge of impairment allowances

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 to customers and trade
bills

Change in investment in securities

Change in other assets

Change in deposits and balances from banks
and other financial institutions

Change in deposits from customers

Change in other accounts and provisions

Effect of changes in exchange rates

Operating cash inflow,” (outflow) before
taxation

Cash flows from operating activities included
— interest received
— interest paid
— dividend received
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29. Notes to consolidated cash flow statement

Notes to the Interim Financial Information (continued)

(@) Reconciliation of profit before taxation to operating cash inflow /

BEEEE PAEEEE
2019 4 2018 4

6 530H 6 H30H
Half-year ended  Half-year ended
30 June 30 June
2019 2018
T ATT
HK$’000 HK$'000
701,172 599,119
(4,390) (15,620)
(1,369) -
1,722 -
41,046 13,104
245,276 22,772
127,894 (299,070)
157,812 489,719
(8,011) 3,038

786 83,839
(23,135,098) (4,769,645)
(12,487,812) (1,326,152)
(626,301) 117,592
12,737,798 (1,332,332)
23,907,597 4,112,390
418,450 (234,492)
1,379 16,960
2,077,951 (2,518,778)
1,710,894 1,063,963
(664,642) (344,245)
3,564 2,080
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29. Notes to consolidated cash flow statement (continued)

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

Notes to the Interim Financial Information (continued)

#2019 &£ 2 2018 4
6 H30H 6 H30H
At 30 June At 30 June
2019 2018
BT AT T
HK$’000 HK$'000
Cash and balances with banks and other
financial institutions with original maturity
within three months
13,485,410 11,362,213
Placements with banks and other financial
institutions with original maturity within three
months 1,717,050 32,116
Treasury bills and other debt securities with
original maturity within three months 6,489,984 4,389,393
Certificates of deposit held with original maturity
within three months 97,183 366,661
21,789,627 16,150,383

(c) Reconciliation with the consolidated statement of financial position

2019 & 2018 4
6 H30H 6 H30H
At 30 June At 30 June
2019 2018
BT BT
HK$’000 HK$’000
Cash and balances with banks and other
financial institutions 14,921,603 12,038,728
Placements with banks and other financial
institutions maturing between one and
twelve months 4,408,174 323,327
Investment in securities
Of which: FVOCI securities 44,420,335 23,304,575
Of which: at amortised securities 1,803,780 461,163
Amount shown in the consolidated statement
of financial position 65,553,892 36,127,793

Less: Amounts with an original maturity of

beyond three months (43,764,265)

(19,977,410)

Cash and cash equivalents in the

consolidated cash flow statement 21,789,627

16,150,383
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Notes to the Interim Financial Information (continued)

30. Contingent liabilities and commitments

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

2019 £ #2018 £

6 H30H 12 H31H

At 30 June At 31 December

2019 2018

BEWETIT AT IT

HK$’000 HK$'000

Direct credit substitutes 10,038 10,005

Transaction-related contingencies 22,398 30,801

Trade-related contingencies 659,101 604,858
Commitments that are unconditionally cancellable

without prior notice 7,314,483 7,149,531

Other commitments with an original maturity of

- up to one year 99,044 108,304

- over one year 5,229,669 3,543,769

13,334,733 11,447,268

Credit risk-weighted amount 1,846,546 1,439,509

The credit risk-weighted amount is calculated in accordance with the Banking (Capital)
Rules. The amount is dependent upon the status of the counterparty and the maturity
characteristics of each type of contract.
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31. BEAKIE 31. Capital commitments
REE AR P A P B E The Group has the following outstanding capital commitments not provided for in this interim
B 2 EARIE S financial information:
W :
2019 £ J#* 2018 4£
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT T
HK$’000 HK$'000
A R S S ME R Authorised and contracted for but not provided for 33,420 520
Et A ERELY Authorised but not contracted for 1,421 -
34,841 520
DA BB ARIER 53 Fo s it The above capital commitments mainly relate to commitments to purchase computer
A BERSHECR Bk > DA equipment and software, and to renovate the Group’s premises.
KEMZEFHEETE K
¥ -
32. KEHEAE 32. Operating lease commitments
(a) fERAFEA (a) As lessee
REBARHESE &2 The Group has commitments to make the following future minimum lease payments
THEEY T RA%E under non-cancellable operating leases:
B R kA B SR I
PR A BB 4
#2019 4E #2018 £
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT AT
HK$°000 HK$ 000
Tt RS Land and buildings
- A 1A - Not later than one year 96 49,067
-1FEM EESFERN - Later than one year but not later than five
years - 78,073
96 127,140
EHEF R HN Certain non-cancellable operating leases included in the table above were subject to
4B T4 BT B RS i renegotiation and rent adjustment with reference to market rates prevailing at specified
SBEpHEOHHE agreed dates or according to the special conditions as stipulated in the leases.

S L 49 P R B 1
TP 3% -
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(&)

32. ZETHE&E (&) 32. Operating lease commitments (continued)

(a) fERAMEA (&) (a) As lessee (continued)

AREHEBREHERAE The Group is the lessee in respect of a number of properties held under leases which
FNPISERRFEA > %% were previously classified as operating leases under HKAS 17. The Group has initially
YT IR ES applied HKFRS 16 using the modified retrospective approach. Under this approach, the
SHERIE 17 58008 B Group adjusted the opening balances at 1 January 2019 to recognise lease liabilities
BTHE - AEFECRAHK relating to these leases (see Note 1(b)(ii)). From 1 January 2019 onwards, future lease
BETHYIE WA 46 FE F payments are recognised as lease liabilities in the statement of financial position in
EBV R EHERE 16 accordance with the policies set out in Note 1(b)(i).

e - MR ITE > AEE
R 20194E 1 B 1 HEg%E
HIR) 45 65 URERL B 5
HEARIHE AR
fitak 1(o)(i) - B 2019
£ 1H 1 HE 8
L()(FTHECR » RAFH
B RAE M BIR DL o

MR RHE A -
(b) fERHFEA (b) As lessor
RN AN 2 L& The Group has contracted with tenants for the following future minimum lease
EEL T R A E e receivables under non-cancellable operating leases:
HEHEITENZREKA
RATH S~ a5
2019 £ > 2018 4
6 H30H 12 531 H
At 30 June At 31 December
2019 2018
BT BT
HK$’000 HK$'000
Tt BT Land and buildings
- A 1A - Not later than one year 4,011 4,607
- 14D EE 5 R - Later than one year but not later than
five years 1,973 1,037
5,984 5,644
AEE DK EHER The Group leases its investment properties under operating lease arrangements, with
FHH S EYE  FH E ] leases typically for a period from one to three years. The terms of the leases generally
WEH 1EE3F require the tenants to pay security deposits and provide for rent adjustments according to
IR — AR TR FH the prevailing market conditions at the expiration of the lease.

S pREE B KR FH Y
I PRIEFE B T IR
[I0ELEiE =
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Notes to the Interim Financial Information (continued)

33. Segmental reporting

() HRFHEEID

(a) Operating segments information

REREZER Y R = (8%
B EL BRI A
TSR (SR TETS
T B LTS - SEASARAY 7>
FREENAREFE K
PE A -

{8 A SRITMI R 2ESR1T 2
B gt 2 AR
TR - BRI
B ERR - B AR
B E i e HoAth (5 & iR
¥~ & BRI ~ 41
WeSERS AT AR E e fELA
IRITRBREERERTE
8N MR EER T2
BREFEERBEAEZ
JF o BRTEZESLR bR
THEEESS HETE
HEEAREE S FIZR
FOSNERLCT - T Hoftl ) 32
— W ER AR
A B YIS R

FEREE -

SETSERIVERE - AW
A S BOERR A
RS RN AR E
STBCRAE TR
BEREEERERZE
TSRV EB A B AT DA
HUE Y BB RIS
e PEEBRARNE
B AN E
MG E 22
DATH SR Ryt - 3%
[ B EE AR ©

R ) £ B AR
FFE A I H sk
H g 3 BHEOFF B UCA
AEHERS LA
B B RS WA RS
HLUFETIR -

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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33. Segmental reporting (continued)

(a) Operating segments information (continued)

Notes to the Interim Financial Information (continued)

TEASRT IEIRT -t HAl Nt EHHESY oy
Personal Corporate
Banking Banking Treasury Others Subtotal  Eliminations  Consolidated
EETT BT ERTT ETT ETT BRI BRI
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
Half-year ended
30 June 2019
Net interest (expense) /income
- external (543,870) 850,668 633,280 - 940,078 - 940,078
- inter-segment 732,600 (291,670)  (440,930) - - - -
188,730 558,998 192,350 - 940,078 - 940,078
Net fee and commission
income 139,078 243,623 (128) - 382,573 - 382,573
Net trading gain (loss) 8,965 6,470 (31,695) (615) (16,875) - (16,875)
Net gain on financial instruments
designated at fair value
through profit or loss - - 8,744 - 8,744 - 8,744
Net gain on other financial
assets - 5,803 29,360 - 35,163 - 35,163
Other operating income - 2,280 281 14,294 16,855 (7,537) 9,318
Net operating income before
impairment allowances 336,773 817,174 198,912 13,679 1,366,538 (7,537) 1,359,001
Net charge of impairment
allowances (31,002)  (204,335) (8,819) (1,120) (245,276) - (245,276)
Net operating income 305,771 612,839 190,093 12,559 1,121,262 (7,537) 1,113,725
Operating expenses (179,109) (113,036) (14,051) (119,653) (425,849) 7,537 (418,312)
Operating (loss) /profit 126,662 499,803 176,042 (107,094) 695,413 - 695,413
Net gain from fair value
adjustments on investment
properties - - - 4,390 4,390 - 4,390
Net gain from disposal,
revaluation of properties,
plant and equipment - - - 1,369 1,369 - 1,369
Profit / (loss) before
taxation 126,662 499,803 176,042 (101,335) 701,172 - 701,172
At 30 June 2019
Assets
Segment assets 11,547,818 67,604,737 61,015,086 1,953,883 142,121,524 - 142,121,524
Liabilities
Segment liabilities 78,765,858 36,962,479 12,133,641 737,875 128,599,853 - 128,599,853
Half-year ended
30 June 2019
Other information
Capital expenditure (90) (2,802) (16) (845) (3,753) - (3,753)
Depreciation (2,809) (1,073) (118) (37,046) (41,046) - (41,046)
Amortisation of securities - - 110,559 - 110,559 - 110,559
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(a) Operating segments information (continued)

33. Segmental reporting (continued)

ELASRTT TR T SRS Hthy N T 45
Personal Corporate
Banking Banking Treasury Others Subtotal Eliminations Consolidated
AT AT AT AT AT AT AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
YEERE Half-year ended
201846 30 H 30 June 2018
FRIE (2 ) Al Netinterest (expense) /income
A
- Ik - external (130,790) 559,930 306,660 - 735,800 - 735,800
- B -inter-segment 298,070  (176,530)  (121,540) - - - -
167,280 383,400 185,120 - 735,800 - 735,800
SRR RMEILA  Netfee and commission
income 105,068 68,183 929 - 174,180 - 174,180
GG Net trading gain 14,757 6,802 18,677 9,724 49,960 - 49,960
FUERBATES(ET  Netloss on financial
NEgs 7 SRl T E$ instruments designated at fair
[ & value through profit or loss - - (3,868) - (3,868) - (3,868)
Hftr&minges > #Es  Net gain on other financial
assets - - 2,626 - 2,626 - 2,626
HATEEECH), Other operating (expenses)
YA fincome - (25) 343 13,080 13,398 (8,194) 5,204
HEEAURELEHRATZ$  Net operating income before
EEBA impairment allowances 287,105 458,360 203,827 22,804 972,096 (8,194) 963,902
TRE T Net charge of impairment
allowances (7,904) (20,560) (1,603) 24 (30,043) - (30,043)
FREBRA Net operating income 279,201 437,800 202,224 22,828 942,053 (8,194) 933,859
LB Operating expenses (207,240) (90,474) (14,961) (45,879) (358,554) 8,194 (350,360)
&= (BB Operating (loss) /profit 71,961 347,326 187,263 (23,051) 583,499 - 583,499
TEEYEE N Net gain from fair value
2GS adjustments on
investment properties - - - 15,620 15,620 - 15,620
e EHYEE - 28 Net gain from disposal
MRt 25l revaluation of properties,
plant and equipment - - - - - - -
BiAmsF]” (BBIE)  Profit/ (loss) before
taxation 71,961 347,326 187,263 (7,431) 599,119 - 599,119
1A 20184F 12 FH 31 H At 31 December 2018
KE Assets
SEERE Segment assets 10,014,438 44,995,637 45,860,715 2,001,837 102,872,627 - 102,872,627
b=V Liabilities
SrEEE Segment liabilities 63,569,114 21,199,392 6,070,074 430,851 91,269,431 - 91,269,431
FELEE Half-year ended
201846 30 H 30 June 2018
HAER Other information
BEARMSZ Capital expenditure (161,540) (10,037) - (41,495) (213,072) - (213,072)
e Depreciation (2,694) (1,190) (45) (9,175) (13,104) - (13,104)
SR Amortisation of securities - - 41,164 - 41,164 - 41,164
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4 2019 4£ 6 H 30 H » A4
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## 570,293,000 7T (2018
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PECRILSF R MM E M 2 5
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Notes to the Interim Financial Information (continued)

33. Segmental reporting (continued)

(b) By geographical area

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

FEEHZ 201946 H30H
Half-year ended 30 June 2019

HAELEE R 2018 4£ 6 H 30 0
Half-year ended 30 June 2018

REURME AT FRAURIE 357N
EHRTZ b=yl HHIET SR
FEBWA FREEA
Net operating Net operating
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT AT BT
HK$’000 HK$’000 HK$'000 HK$'000
Hong Kong 1,070,813 508,997 800,632 459,379
Mainland China 288,188 192,175 163,270 139,740
1,359,001 701,172 963,902 599,119

Hong Kong
Mainland China

34. Assets pledged as security

201946 H 30 H
At 30 June 2018

2018412 H 31 H
At 31 December 2018

YEE HKE

Total assets Total assets
AT AT
HK$’000 HK$'000
111,618,134 83,843,111
30,503,390 19,029,516
142,121,524 102,872,627

As at 30 June 2019, the liabilities of the Group amounting to HK$570,293,000 (31
December 2018: HK$247,788,000) were secured by bills. The amount of assets pledged by
the Group to secure these liabilities was HK$563,651,000 (31 December 2018:

HK$246,850,000) included in “Trade bills”.

As at 30 June 2019, the liabilities of the Group amounting to HK$4,951,623,000 (31
December 2018: HK$1,531,520,000) were secured by debt securities. The amount of
assets pledged by the Group to secure these liabilities was HK$5,095,374,000 (31
December 2018: HK$1,571,559,000) included in “investment in securities”.
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35. FEEFREA LIS 35. Significant related party transactions
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BT GIRE B
ByEeE - > 2019 42 6 H
30 H - AEEMHBHEIR
AT [T Y B R AT 3K
TH 48R oy A Ry o W
277,901,000 77:(2018 ££
12 A 31 H : ##&
269,051,000 JT) K i
4,716,437,000 77:(2018
412 A 31 H : A%
2,705,038,000 7T ) -
2019 & AR P
P ERAT AL AR L JEE S 8
2 o R U B S HY
=R | R
2,266,000 7(2018 4 12
H 3 H : % ¥
1,251,000 7T ) K # #%
35,784,000 JT(2018 ££
12 H 31 H : %&#
51,096,000 7T) -

General information of the parent companies:

The Group is indirectly controlled by Xiamen International Bank Co., Ltd., which is a
Chinese commercial bank established in the People’s Republic of China (the “PRC”).

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

The Group’s immediate holding company is Chiyu International Financial Holdings
Limited (“Chiyu International Holdings”), which is a wholly-owned subsidiary of
Xiamen International Investment Limited, which is in turn wholly owned by Xiamen
International Bank Co., Ltd.

The majority of transactions with Xiamen International Bank Co., Ltd. arise from
money market activities. As at 30 June 2019, the related aggregate amount due from
and to Xiamen International Bank Co., Ltd. of the Group were HK$277,901,000 (31
December 2018: HK$269,051,000) and HK$4,716,437,000 (31 December 2018:
HK$2,705,038,000) respectively. The aggregate amount of income and expenses of
the Group arising from these transactions with Xiamen International Bank Co., Ltd.
for the first half 2019 was HK$2,266,000 (31 December 2018: HK$1,251,000) and
HK$35,784,000 (31 December 2018: HK$51,096,000).

82



< X

Chiyu Banking Corporation Ltd.

AR B BRI
(%)

Notes to the Interim Financial Information (continued)

35. FEEREALIS 35. Significant related party transactions (continued)
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(a) 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 2019, the related aggregate
amount of the Group was HK$212,852,000 (31 December 2018: HK$45,114,000).
The aggregate amount of expenses of the Group arising from these transactions for
the first half 2019 was HK$413,000 (31 December 2018: HK$687,000).

The majority of transactions with other companies controlled by the parent companies
arise from rental service. The aggregate amount of expenses of the Group arising
from these transactions for the first half 2019 was HK$715,000 (31 December 2018:
HK$1,430,000).

As at 30 June 2019, the related aggregate amount of the Group invested in the
subordinated debt issued by Luso International Banking Limited and debt securities
issued by Xiamen International Bank were HK$156,498,000 (31 December 2018:
HK$152,916,000) and HK$341,180,000 (31 December 2018: HK$341,294,000)
respectively. The interest income gained during first half 2019 from Luso International
Banking Limited and Xiamen International Bank were HK$4,438,000 (31 December
2018: HK$1,529,000) and HK$6,611,000 (31 December 2018: HK$1,881,000)
respectively.
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35. FE>ERE AL3IS 35. Significant related party transactions (continued)
(&)

(b) FEFEANE (b) Key management personnel

TS AN BZERL Key management personnel are those persons having authority and responsibility
BEE e AN for planning, directing and controlling the activities of the Group, directly or indirectly,
BT E ~ f5E K including directors and senior management. The Group accepts deposits from and
ZEEEEB AL grants loans and credit facilities to key management personnel in the ordinary
BEEEARGRERE course of business. During both the current and prior periods, no material
o NEEFIEH EW transaction was conducted with key management personnel of the Bank and its
TEERTIESEAR holding companies, as well as parties related to them.

FRR ) B i SR R
EERE - PREIN T
- AREEN A A
HRAT R HAREE N E 2 £
EE TN @R E] h

NTHEFTERZS) -
TESRANEZHINO The compensation of key management personnel is detailed as follows:
T
FEERE FIREER
2019 4 2018 4
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2019 2018
AT AT
HK$’000 HK$’000
HE - EfrEEIE T Salaries, other short-term employee
TEF FB AR TEF benefits and post-employment benefits 11,253 10,591
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3 MHVENGAEEE 2018
.12 H 31 H RIS
HETAEREME -

ASRATHIRZ BN E bk
B L AT S - 2%
RBESRE RHiEREE
HURZ ST s A s
B 3% LR
YD BAE R AY 7 3
FHEAEEENEMAE
IR EEHRIEEE (A
Hf5R{1) 55 406(2) - 407(2)
SE)RIEH YD -

Notes to the Interim Financial Information (continued)

36.

37.

38.

Comparative figures

Certain comparative figures have been reclassified to conform to the financial statement
presentation adopted in the current year.

Compliance with HKAS 34

The unaudited interim financial information for the first half of 2019 complies with HKAS 34
“Interim Financial Reporting” issued by the HKICPA. The interim financial report was
authorised for issue on 15 August 2019.

Statutory accounts

The financial information relating to the year ended 31 December 2018 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 2018 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

To the board of directors of Chiyu Banking Corporation Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial report set out on pages 3 to 85 which
comprises the consolidated statement of financial position of Chiyu Banking
Corporation Limited (the “Bank”) and its subsidiaries (together, the “Group”) as of
30 June 2019 and the related consolidated income statement, the consolidated
statement of comprehensive income and the consolidated statement of changes in
equity and consolidated cash flow statement for the six months ended 30 June
2019 and explanatory notes. The directors are responsible for the preparation and
presentation of the interim financial report in accordance with Hong Kong
Accounting Standard 34, “Interim financial reporting”, issued by the Hong Kong
Institute of Certified Public Accountants.

Our responsibility is to form a conclusion, based on our review, on the interim
financial report and to report our conclusion 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 the interim financial report consists of making
enquiries, 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 report as at 30 June 2019 is not prepared, in all material
respects, in accordance with Hong Kong Accounting Standard 34, “Interim financial
reporting”.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

15 August 2019
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1. ASRTZHTBAE]

Bt Jas 2 SR B AR A A T

1. Subsidiaries of the Bank

The particulars of subsidiaries are as follows:

BRIl =
Eti 3B H 3 TR A FratEss FEE
Place and date of
incorporation,”
Name operation Issued share capital Interest held Principal activities
ERIRT (B ARAE & fialiaiy 100% BRI e P e
1981F11H3H 100,000 T
Chiyu Banking Corporation Hong Kong Ordinary shares 100% Nominee service and
(Nominees) Limited 3 November 1981 HK$100,000 investment holding
BEEFEARAT & E=iilah) 100% TE R e SRR
19614124 11H 2,800,000 7T =1
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
flEA IR A E] & il ay 100%* E g el
200145 H4H 2 #t
Grace Charter Limited Hong Kong Ordinary shares 100%* Investment holding
4 May 2001 HK$2
EREEERAIRAE wE bopilEah) 100% PRt SRR AR R S
2017 £ 3 H 13 H 5,000,000 #7T
Chiyu International Capital Hong Kong Ordinary shares 100% Corporate finance
Limited 13 March 2017 HK$5,000,000 advisory
EREEEHARAT & E=iilah) 100% BB
2017 43 H 13 6,800,000 37T,
Chiyu Asset Management Hong Kong Ordinary shares 100% Asset management
Limited 13 March 2017 HK$6,800,000
& LAy 100%* ESREEUE S
2018 3 H 29 H 15T
Sun King Limited Hong Kong Ordinary shares 100%* Property holding
29 March 2018 HK$1
ERESEIEEEGAT] PSS (E2lisal) 100%* EE&THAH
20194F1H22H 100 =T
Chiyu Fund Segregated Cayman Islands Management shares 100%* Fund vehicle

Portfolio Company

*AFRATIA R A A

- e (RTTSR (B 2.

AR

AR Z ISR SR E
raE GRITSRIEED HT (R
T3 (e B Z AR

3k e

22 January 2019

uSsD100

* Shares held indirectly by the Bank

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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3. MEhtEELLR

Additional Information (continued)

3. Liquidity coverage ratio

B
Tl
o
o

B ELL R E R
TR REHIEHE T1F F &S 450
YR ED I LR R AT
BRAMREEREZ £E)5
RV R A M ARt

B

2018 4F 1 HE 9 HAyRENM:
BELLRAEIEE RS (R
738 CREhte) BRI FiEE
EeRERE C2ER ) Bt
B ERUE ORI AR T Z A
SRR S M TR A A
EBEatE -

H 2018 & 10 H £ 12 iRy
R E LRI HIE TR
B GRTE Orghte) HAT

Feta g Rt E B 2R
RIUTZARMIRERIE N
T R 2 F A I A AR
TR - Hit o HEbEERRE T
REELREMEITILEL -

BRI EE LR BN
frEN A ARRITHEE
www.chiyubank.com 1 &z

B —ETHE -

2019 2018

Average value of liquidity coverage ratio
- First quarter 218.71% 152.06%
- Second quarter 191.46% 186.29%

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 average value of liquidity coverage ratio is computed on the unconsolidated basis which
comprises the positions of local offices and overseas branches from January to September
2018 of the Bank specified by the Hong Kong Monetary Authority ( “HKMA” ) for its
regulatory purposes and in accordance with the Banking (Liquidity) Rules.

The average value of liquidity coverage ratio is computed on the consolidated basis which
comprises the positions of local offices, overseas branches and subsidiaries starting from
October to December 2018 of the Bank specified by the HKMA for its regulatory purposes and
in accordance with the Banking (Liquidity) Rules. Hence, the comparative information is not
directly comparable.

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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Hirsk (&) Additional Information (continued)
4. BEESIFMELER 4. Net stable funding ratio

2019 2018

B A PR Quarter-end value of net stable funding ratio

FREKGEHE

- B FE - First quarter 123.50% 121.23%

- BFE - Second quarter 127.14% 124.96%
B EES PHEERNEELRLE The quarter-end value of net stable funding ratio is calculated based on the calculation
EEENERBEES I methodology and instructions set out in the HKMA return of stable funding position.
BB R ERRY NI RITE K
fERat® -
2018 4E | 4E R H 2018 4E T The net stable funding ratio is computed on the unconsolidated basis which comprises
RAEARIE E S T AEE R TR the positions of local offices and overseas branches in the first half of 2018 and

consolidated basis which comprises the positions of local offices, overseas branches

SRITEE CREh I
B (RIS CRte) 5D and subsidiaries starting from the second half of 2018 of the Bank specified by the

&%E”ﬁ/{ii%%ﬁ%%ﬁi% HKMA for its regulatory purposes and in accordance with the Banking (Liquidity) Rules.
SREHASR T Z AR TR S0 Hence, the comparative information is not directly comparable.

ST & PR RS R A
ST Z AR ~ INMITT
it o E AR SR S R R

B AL HEERTE RS RE

E BT -
BRI EE e TR = The additional information of net stable funding ratio disclosures is available under
W R AT E section “Regulatory Disclosures” on the Bank’s website at www.chiyubank.com.

www.chiyubank.com I 5%
e ) —HREE
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HArER (&)
5 BAEH

5.1 BEREGHER

2018 fERVEZEMUEST
GRS (SR1T3E
(CEA) #HAT) Fias:

Additional Information (continued)

5. Capital management

5.1 Basis of regulatory combination

The consolidated basis for regulatory purposes comprises the positions of the Bank’s
local offices, overseas branches and designated subsidiaries specified by the HKMA
for its regulatory purposes and in accordance with the Banking (Capital) Rules in

B ek E BUE oK 2018.
H A SRAT Z A i =R
Ji& ~ I T Bt N
JBAFIAHRL -
BIEE g EAGG S The particulars of subsidiaries which are included within the accounting scope of
wWiE o AR consolidation but not included within the regulatory scope of combination are as
B & i (] A A BT follows:
BN Z R
7 20194£ 6 530 H A 20184E 12 H 31 H
At 30 June 2019 At 31 December 2018
B HAGEE LR N
&8 Name Total assets Total equity Total assets Total equity
BT AT T BT BT
HK$°000 HK$°000 HK$'000 HK$ 000
ERBEERARAH Chiyu International Capital Limited 102,479 79,057 60,996 47,424
EREEEHARAH Chiyu Asset Management Limited 7,304 5,034 6,803 5,347
ERTESEIIYELHEA, Chiyu Fund Segregated Portfolio ANiEH ANiEH
H] Company 1 1 Not Not
applicable applicable

DI A e
SR T S AR
— 4R AT 2
&,

42019 46 H 30 H»
IR AT o7 Y Ja 2 =1 [F]
By B35 AR o 5t A8 R A
i B R £ OF i [
{55 F 7 6] 4% & 07 0%
(2018 £ 12 H 31
H: ) o

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

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 2019 (31 December 2018: Nil).
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Additional Information (continued)

5. Capital management (continued)

5.2 AR
BEARLERIAT

HHRERE AR
—HEARLER

TN

RPEREE EBEAR R 25
IR R AT AT A
T

R A S R
i
ISR T GBS
—HEATERE
PREZ A
TR

SRR RIS A —
TN

R 4R ¢ BT
i

fis

EABR AL B E TR
BT
PR (5 A S A
B9 PR B 2
R

PR RS (R
R ) (T T
B B AR
w

— R TS R T B

SR — AR
R4

fepilicgi S TN
B EEA
—HEA

5.2 Capital ratios

The capital ratios are analysed as follows:

CET1 capital ratio

Tier 1 capital ratio

Total capital ratio

A 2019 4¢ Jf* 2018 4
6 H30H 12 H31 H
At 30 June At 31 December
2019 2018
13.73% 15.30%
16.52% 19.13%
18.09% 20.99%

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

91

72019 £ A 2018 4
6 H30H 12H31H
At 30 June At 31 December
2019 2018
AT AT
HK$°000 HK$ 000
3,245,980 1,772,988
6,591,567 6,479,035
1,674,021 1,368,455
11,511,568 9,620,478
(13,228) (11,493)
(9,709) (12,298)
(253) (1,527)
(1,452,948) (1,422,114)
(502,320) (414,377)
(1,978,458) (1,861,809)
9,533,110 7,758,669
1,937,712 1,937,712
11,470,822 9,696,381
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HoAtgR (60
5. BAEE (#)

5. Capital management (continued)

5.2 EARLER (8

5.2 Capital ratios (continued)

Y 2019 £ A 2018 4
6 H30H 12 H31H
At 30 June At 31 December
2019 2018
AT AT
HK$’000 HK$’000
42& VNN f#ﬁ&ﬁﬁ{%f Tier 2 capital: instruments and provisions
BREET AT EARNVER Collective impairment allowances and regulatory
ﬁﬁ{ﬁﬁ& ﬁzfﬁﬁ T reserve for general banking risks eligible for
I EL A inclusion in Tier 2 capital 432,882 306,970
BEAEH R FI R E AR Tier 2 capital before regulatory deductions 432,882 306,970
THGER ¢ BEHIIR Tier 2 capital: regulatory deductions
el &R A ZRERR Add back of cumulative fair value gains arising
R 30 K 22y (5 from the revaluation of land and buildings
KRR BETEEE (own-use and investment properties) eligible for
AR B E inclusion in Tier 2 capital
Bz 653,827 639,951
AR E A B AR AR Total regulatory deductions to Tier 2 capital 653,827 639,951
TAREAR Tier 2 capital 1,086,709 946,921
- T=%N Total capital 12,557,531 10,643,302
FETEARLERIAT ¢ The capital buffer ratios are analysed as follows:
#2019 & A 2018 4F
6 H30H 12H31H
At 30 June At 31 December
2019 2018
[ s @rE A= Capital conservation buffer ratio 2.50% 1.875%
e R USRS IR AE I EER Higher loss absorbency ratio - -
i R HRGR ETE A LR Countercyclical capital buffer ratio 1.735% 1.448%

% 2019 42 6 H 30 H » &k
S EREEREARNEE
HEE CCyB ( "JCCyB | )
ELsesy 2.5% - 34 2019 4 1
H 1H » & JCCyB L&
1.875%HE NI 2.5% o AFTFL
AR (S F R b RIS AT Ry
HEapuiEBwNEH
JCCyB [EZ 5y 0% -

HAEAY: ZBOH AR
woA R T #® H
www.chiyubank.com 1 "Bz
T, R -

As at 30 June 2019, the applicable jurisdictional CCyB ("JCCyB") ratio in Hong Kong was
2.5% as set by the HKMA. The ratio increased from 1.875% to 2.5% on 1 January 2019. 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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—HRE

TR LR R R I
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R AT A
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Additional Information (continued)

6. Leverage ratio

The leverage ratio is analysed as follows:

Tier 1 capital

Leverage ratio exposure

Leverage ratio

¥ 2019 4 7+ 2018 4
6 H30H 12531 H
At 30 June At 31 December
2018 2017

BT T BT IT
HK$’000 HK$'000
11,470,822 9,696,381
148,840,305 105,325,379
7.71% 9.21%

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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Hirsk (&) Additional Information (continued)
7. BIR(ERE 7. International claims

PUTN O Ty 084 R SR The below analysis is prepared with reference to the completion instructions for the HKMA

TSt 2 B R RFRIVH return of international banking statistics. International claims are exposures to counterparties
e MmAm S - BIPEERERE on which the ultimate risk lies based on the locations of the counterparties after taking into
HEAZ S ¥ F-PrE st st A B account the transfer of risk, and represent the sum of cross-border claims in all currencies and
1% DIAE BT 2 Fr ek JEl local claims in foreign currencies. For a claim guaranteed by a party situated in a country
T AR IR R o i > AR different from the counterparty, the risk will be transferred to the country of the guarantor. For a
HIEFTA & SR ERE K claim on an overseas branch of a bank whose head office is located in another country, the risk

A SNEE(ERE - FEEREZ will be transferred to the country where its head office is located.
YECRAFTEHNELST B Al

TEMAE - RE PR 2

ERANZ FRTEM - &S

RITZBINIT - HERRK

R B ST B TRTE

-

75 A 1 B R B e Claims on individual countries or areas, after risk transfer, amounting to 10% or more of the
Bt KRS 2 AL B & aggregate international claims of the Group are shown as follows:
ME4REE 10%Dk DL 2> (ETE

T -
201946 H30H
At 30 June 2019
FERITRANGERS
Non-bank private sector
FERAT JeSRl .
T BT LRI AN &t
Non-bank
Official financial Non-financial
Banks sector institutions private sector Total
BWTL  BML  BMTL  BmTL AW
HK$’000 HK$°000 HK$°000 HK$°000 HK$’000
o [5] A HE Mainland China 15,292,000 905,000 2,665,000 14,344,000 33,206,000
Tk Hong Kong 1,068,000 1,000 4,816,000 10,925,000 16,810,000
72018412 H 31 H
At 31 December 2018
FESRITRLANERE
Non-bank private sector
JRIRAT e
AT B RN LN i Hast
Non-bank
Official financial  Non-financial
Banks sector institutions _ private sector Total
AT AT T AT AT BT
HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
o [=] A Mainland China 21,282,000 348,000 769,000 6,409,000 28,808,000
ot Hong Kong 840,000 - 1,644,000 14,772,000 17,256,000
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8. JEERTTHYAMESE&HE 8. Non-bank Mainland exposures

Additional Information (continued)

HIEIRTT R S EFAIAHAA
B L AR HE 2 A 9 2 IR
BRI SE S 2 8 e ek Y
SRR R AT S AR R
ELREEBEE 0 4 - BEHRR A
ST RASRT Z PR PR AE -

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.

20196 H30H
At 30 June 2019

BEARE HEAR
SRS RN RN
HEH R AR ElsEiE  EEBRRE
ltems in On-balance Off-balance
the HKMA sheet sheet Total
return exposure exposure exposure
BT BT BT
HK$’000 HK$’000 HK$’000
PO OB AR Central government, central
T HfE A T a2 government-owned entities and their
subsidiaries and joint ventures 1 9,528,189 110,396 9,638,585
WO EUR - S BURRF A% Local governments, local
- HI B AT R EERE government-owned entities and their
subsidiaries and joint ventures 2 15,982,514 725,506 16,708,020
R EEEANEEKEAMFEE  PRC nationals residing in Mainland
PEE IS - B A E] or other entities incorporated in
KEBERFE Mainland and their subsidiaries and
joint ventures 3 17,230,415 535,311 17,765,726
REFEE Bt —IEh L Other entities of central government
JFN Y ELAt f A not reported in item 1 above 4 810,961 183,925 994,886
FEFELE Fittss —IE# )5 Other entities of local governments not
JiF P EL A RS reported in item 2 above 5 205,939 - 205,939
e e SN E R fEE ST PRC nationals residing outside
eI BRI SEARIE Mainland or entities incorporated
i=3 outside Mainland where the credit is
granted for use in Mainland 6 12,283,888 758,146 13,042,034
HAth Az 5% F- i EHEFE&HE  Other counterparties where the
W B IEIRTT Iy A MR exposures are considered to be
HRIE non-bank Mainland exposures 7 1,317,696 - 1,317,696
4EEt Total 8 57,359,602 2,313,284 59,672,886
IR E S 1R 1 & A 4EHE Total assets after provision 9 142,155,742
BEAGBEANEEEIE(E  On-balance sheet exposures as
BREEZEE TR percentage of total assets 10 40.35%
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8. JEERTTHYNMtESE&IE 8. Non-bank Mainland exposures (continued)
(&)

Additional Information (continued)

#2018 412 H 31 H
At 31 December 2018

HEAMRA HiEAA
SEREE BN FHNI
HE BREE  ERRE SRR
ltems in On-balance  Off-balance
the HKMA sheet sheet Total
return exposure exposure exposure
BT BT BT
HK$'000 HK$'000 HK$'000
B PR BUR R IE%  Central government, central
- HIfE AT R EaE % government-owned entities and their
subsidiaries and joint ventures 1 8,573,727 30,368 8,604,095
HOFEUR - O BURFREAERIM%  Local governments, local
- HIfE AT R EaE N government-owned entities and their
subsidiaries and joint ventures 2 5,621,339 774,532 6,395,871
i EEE N EREHA/EE  PRC nationals residing in Mainland
PR TS ~ LB A B or other entities incorporated in
=y i Mainland and their subsidiaries and
joint ventures 3 9,147,661 721,633 9,869,294
RefEF Bt sE—TE g ge g Other entities of central government
JiF P EL A RS not reported in item 1 above 4 345,922 22,100 368,022
REFEfE Faltss —TEH 7L Other entities of local governments not
IR YA R reported in item 2 above 5 187,720 - 187,720
R SNE R EESMNTE PRC nationals residing outside
R NS Mainland or entities incorporated
= outside Mainland where the credit is
granted for use in Mainland 6 9,714,819 822,205 10,537,024
HALZZ 5 F i HEE &3 Other counterparties where the
W R B ISR TR P 3t e exposures are considered to be
KIE non-bank Mainland exposures 7 1,028,808 - 1,028,808
4Gt Total 8 34,619,996 2,370,838 36,990,834
HURESR SRV E EEEH Total assets after provision 9 102,916,742
EiEAGERNAEGAE(E  On-balance sheet exposures as
BREEE SR percentage of total assets 10 33.64%
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HArER (&)

9. (EEEE 9. Credit Risk

9.1 A 3 R Z&=K

HYIRERIELH 2 &30 EHAS
SRR B AT AREE - AlY
TEESHERK - ZHEM T IEE L
S EH RO R
JAR AR - BIBIE AR
H o JHRIHEE . BERCEE RS
RN BEFEAD EERAR
FERERC SER - ERE L
AR NSE IR = HEAE BERIR AR - 7R
FIfEEHRE -

w3 (8 H SRy
T

9.1 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.

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

7 20194£6 H30H 2018412 H 31 H
At 30 June 2019 At 31 December 2018
(LT-9=y=¢ [ LLE| (B et
S8 B4ttt S Horth

% of gross
advances to

% of gross
advances to

Amount customers Amount customers
BT HAETIT
HK$°000 HK$'000
B PSR Gross advances to
s - customers which have
been overdue for:
- B3 (HAEREIE6(F - sixmonths or less but
A over three months 59,381 0.08% 65,729 0.14%
- 3 6 {E BE R 14 - one year or less but
over six months 88,509 0.12% 30,438 0.06%
- i 1 AR - Over one year 71,307 0.10% 52,697 0.11%
AR 3 {E H 2 &K Advances overdue for
over three months 219,197 0.30% 148,864 0.31%
Bt bt SREEBIEEAE Specific provisions
R made in respect of such
advances 184,367 189,268
#2019 4 J#* 2018 4
6 H30H 12H31H
At 30 June At 31 December
2019 2018
BT AIETIT
HK$°000 HK$’000
Bt L AR REENEEE Current market value of collateral held against the
S R L T covered portion of such advances to customers 28,885 101,192
bPiltEIR SR EE P EE Covered portion of such advances to customers 10,364 70,103
bFieEIR R EE RS Uncovered portion of such advances to
£/ customers 208,833 78,761

] EERK SR (B B AR A
FHEOLEAEREFE NI
BN R AT EA
RAGPIH THYETI I -

7 2019 4 6 A 30 H - 4
ik 3 (8 H 2 B 55 %(2018
F12H31 | dE) o

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

As at 30 June 2019, there were no trade bills overdue for more than three months (31
December 2018: Nil).
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HAnER (&) Additional Information (continued)
9. &Rk (&) 9. Credit Risk (continued)
9.2 4XELHER 9.2 Rescheduled advances
201946 30H 20184212 A 31 H
At 30 June 2019 At 31 December 2018
fre-ay =g L L % = SR
&8 B4ttt o Horth
% of gross % of gross
advances to advances to
Amount customers Amount customers
ARTIT BT
HK$’000 HK$'000

KEAKFEFOFE (CHIEE  Rescheduled
ar TR 3 EH 285K advances to
53 customers net of
amounts included
in “Advances
overdue for more
than three
months” 94,833 0.13% 96,953 0.20%

& EAH B e R AN Bl Rescheduled advances are those advances that have been restructured or renegotiated

TP IR B 0 RS T 4 B i 4 because of deterioration in the financial position of the borrower or of the inability of the

57 7] B SRR R B R B borrower to meet the original repayment schedule. Re_scheduled advances, Which_have bee_n

550 B TIBEC RS > (e EL overdue for more than three months under the revised repayment terms, are included in
= =Zn AR 7 WL W

o e \ “Advances overdue for more than three months”.
EEaaEREE 3 E A - Rl
FEAE TR 3 M H 2 &K
7 o

9.3 K[EI&EE 9.3 Repossessed assets

AEEER 2019 4 6 H 30 HEF There were HK$145,483,000 repossessed assets held by the Group as at 30 June 2019 (31
B U | & B B & & December 2018: HK$157,770,000).The repossessed assets comprise properties in respect
145,483,000 7t (2018 4F 12 of which the Group has acquired access or control (e.g. through court proceedings or
31 [ : 3 157,770,000 71 ) - voluntary actions by the proprietors concerned) for release in full or in part of the obligations

Bl A B Ry O 1 borrowers.
H o T S R (0
R P T 3 B e

W TS ) TS A

TR T 2 R 5 -
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FHAER (%)
10. SMEEbs

TR AEEREEL5
FIEBERGMEL Z E%
SRR - S ERARR
FINEF I &8 R
b S NITE TR

HE&E Spot assets
REARA Spot liabilities
EHHE A Forward purchases
HEHAE Forward sales
£/ (5 B8 Net long,~(short)
position
HE&ERE Spot assets
HEAR Spot liabilities
EHIE A Forward purchases
e Forward sales
&/ (5 B34 Net long,(short)

position

10. Currency Risk

Additional Information (continued)

R 20196 H30H
At 30 June 2019

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

BT ITHE

Equivalent in thousand of HK$

=T BT Hit BT WEMTT O ARW HMSNE  SNBAEER
New Others Total
us Euro Japanese Australian Zealand foreign foreign
Dollars Dollars Yen Dollars Dollars Renminbicurrencies currencies
38,806,312 1,519,367 322,100 648,620 147,952 32,784,642 434,568 74,663,561
(31,020,067) (1,505,033)  (342,643) (875,815)  (308,984) (33,606,954)  (345,857) (68,005,353)
2,126,612 21,342 360,298 274,145 171,135 1,342,528 55,350 4,351,410
(9,548,964)  (108,060)  (340,331) (43,032) (9,688)  (527,365)  (143,896) (10,721,336)
363,893 (72,384) (576) 3,918 415 (7,149) 165 288,282
#2018 12 H 31 H
At 31 December 2018
BT TEE
Equivalent in thousand of HK$
FEIT Bt Hot WIT ETEMITT ANEHs  BEAoNE SR
New Others Total
us Euro Japanese Australian Zealand foreign foreign
Dollars Dollars Yen Dollars Dollars Renminbi currencies currencies
32,457,407 732,951 91,164 914,071 310,418 14,201,504 354,765 49,062,280
(22,683,073)  (371,915) (103,816)  (892,329)  (309,073) (15,817,853)  (343,083) (40,521,142)
1,338,671 19,293 364,630 22,293 2,389 2,598,631 51,003 4,396,910
(10,750,983)  (369,051)  (377,368) (43,188) (2,499) (1,040,463) (61,726) (12,645,278)
362,022 11,278 (25,390) 847 1,235 (58,181) 959 292,770
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HArER (&)

Additional Information (continued)

11. EHEER L

11. Management's Discussion and Analysis

MBRE

2019 4 R4 AEEER
15 H TR A 2 I R 2
579,659,000 JT > i 4E [
RN 17.36% - SFHRETR
il 2 [ 3 e P9 4
o] s =y )5l By 10.02% Jz
0.94% -

HH AR B B
940,078,000 7T - # 2018
T R APAERS N 27.76% > T
EIISE e mEYIN s
BT BE 21 % T &
1.58% o JFARTSE R4
AW A E EEEEF
119.64% %= g
382,573,000 7T = &S HY
By 418,312,000 7¢ 0 [F]
EE_FFF 19.39% > ffipk At
e PNERE Yl T EEC N
F% 5.52%Z 30.83% -

SR P 5 15 VRl (L 28 (VS O
M 245,276,000 JT 0 bR 2
FOEOH Mo B
215,233,000 T ° Ja{EEET
TESTHER RN 2018
FEE T 0.06% % 0.47%-

% 201946 H 30 H k>
REFEGTEHEERE RATE
142,121,524,000 ¢ »
2018 fEEEHIA 38.15% - %
POoE R B KK
72,832,355,000 77 %
FEJE BT 45.86% - HETE
i By i 102,237,112,000
7T WEFEE I BT
30.52% -

Financial Review

For the first half of 2019, the Group recorded a profit attributable to shareholders of
HK$579,659,000, increased by 17.36% from same period last year. The return on average
shareholders’ equity and the return on average total assets were 10.02% and 0.94%
respectively.

Compared with the first half of 2018, net interest income was HK$940,078,000, increased
by 27.76% and the net interest margin decreased by 21 basis point(s) to 1.58%. Net fee
and commission income increased by 119.64% to HK$382,573,000. Operating expenses
increased by 19.39% to HK$418,312,000, yet the cost to income ratio decreased by 5.52
percentage points to 30.83%.

For the first half of 2019, net charge of impairment allowances was HK$245,276,000,
increased by HK$215,233,000 compared with the same period last year. The impaired or
classified loan ratio also decreased by 0.06 percentage points to 0.47% compared with the
end of 2018.

As of 30 June 2019, the total consolidated assets of the group increased by 38.15% to
HK$142,121,524,000 compared with the end of 2018. Advances to customers increased
by 45.86% to HK$72,832,355,000. Customer deposits also increased by 30.52% to
HK$102,237,112,000.
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THTHEL

Branch Network

ATT4TE
BRANCH (Br.)

EHBE

HONG KONG ISLAND

HESHT

Central Br.

/51T
North Point Br.

BF5 T
Wanchai Br.

FEsytT
Sheung Wan Br.

P37
Western Br.

SR
Quarry Bay Br.

EEAF5T
Aberdeen Br.

FuRE
KOWLOON

ALH 1T
Hung Hom Br.

BT

Kwun Tong Br.

FKI T
Sham Shui Po Br.

HrRrE T
San Po Kong Br.

SRR T
Yau Ma Tei Br.

HLET

Castle Peak Road Br.

ST
Kowloon Bay Br.

LIEAT
Tokwawan Br.

REULT
Tsz Wan Shan Br.

Hhik
ADDRESS

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

FHidbAs 2 390-394 HRi T
G/F, No. 390-394 King's Road, North Point, H.K.

FBEFHEES 2 323-331 5t~ C 71 D &
Shop C & D, G/F, No. 323-331 Hennessy Road, Wanchai, H.K.

EE PERE S AET 315-319 ST 3 SR
Shop 3, G/F, No. 315-319 Queen’s Road Central, Sheung Wan, H.K.

BT £ 5 AETE 443-445 ST 13 R

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

FEMI R TL 278 1065 SR C Bz
Unit C, G/F, No. 1065 King's Road, Quarry Bay, H.K.

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

JURE ST 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.

JUREA KIS 751 F 78 235-237 St T
GI/F, No. 235-237 Laichikok Road, Sham Shui Po, Kin.

JUBERTH R R 981 61-63 HRith T
G/F, No. 61-63 Hong Keung Street, San Po Kong, Kin.

JURERIRA O 117-119 SRR
G/F, No. 117-119 Shanghai Street, Yaumatei, Klin.

JUBEAKIS 1128 226-228 ST
GIF, No. 226-228 Castle Peak Road, Sham Shui Po, Kin.

JUBE BB SR DR 10 Fz 10A 54

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

JURE VS 78-80W SRt T 11-13 54H
Shop 11-13, G/F, No. 78-80W To Kwa Wan Road, Kin.

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

(852) 3556 9730

(852) 3556 9731

(852) 3556 9734

(852) 3556 9737

(852) 3556 9739

(852) 3556 9743

(852) 3556 9753

(852) 3556 9732

(852) 3556 9733

(852) 3556 9735

(852) 3556 9736

(852) 3556 9738

(852) 3556 9740

(852) 3556 9741

(852) 3556 9742

(852) 3556 9751
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Branch Network (continued)

ATT4TE
BRANCH (Br.)

o
NEW TERRITORIES

BT

Tuen Mun Br.

ZEFAL ST
Kwai Hing Estate Br.

RIFARF T
Tai Po Tai Wo Estate Br.

REWACE T
Belvedere Garden Br.

BT
Tsuen Wan Br.

VOHBERSE T
Shatin Sui Wo Court Br.

BT
Ma On Shan Br.

AT
Sheung Tak Estate Br.

T,
MAINLAND OF CHINA

[E2FI537T

Xiamen Br.

EEIAT
Xiamen Jimei Sub-Br.

BT
Guanyinshan Sub-Br.

RN
Fuzhou Br.

FEINT
Shenzhen Br.

Hhik
ADDRESS

Fr5iP92eETE 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.

Hr SRS S L AR 1 S
Shop 1, G/F, Hing Yat House, Kwai Hing Estate, Kwai Chung, N.T.

Fr SRRSO A 112-114 546
Shop 112-114, G/F, On Wo House, Tai Wo Estate, Tai Po, N.T.

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

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

5 ERERSUTEAR G S5 1 4 F7 5k60
Shop F7, 1/F, Commercial Centre, Sui Wo Court, Shatin, N.T.

UG HUCE{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 R 455 2 1 238 R
Shop 238, 2/F, Sheung Tak Shopping Centre, Sheung Tak Estate,
Tseung Kwan O, N.T.

TEtEEAE T EARRS 861 5t 1 #4# 111-113 BT
Unit 111-113, 1/F, No. 861 Xiahe Road, Xiamen, Fuuan Province, China

TEtEEEET R RS ILE 68-71 5

No. 68-71 Lehai Bei Li, Jimei District, Xiamen, Fujian Province, China

Bt A T R T AR S 170 5% 9 5fAd 17 Jg 1702E K 1703A =

B
TELEPHONE

(852) 3988 9508

(852) 3556 9745

(852) 3556 9746

(852) 3556 9747

(852) 3988 9518

(852) 3556 9749

(852) 3556 9750

(852) 3556 9752

(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

PR RS TE N A URS 210 SEEIEOAE 144

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

HRERYITTE HE 25 % 6003 SESsEERGE 0 A B 1 Jg 01 Bt

Unit 1, Level 1, Block A, Rongchao Business Center, No. 6003 Yitian Road,
Futian District, Shenzhen, China
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