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The Issuer, having made all reasonable enquiries, confirms that this Offering Circular contains or
incorporates all information which is material in the context of the issuance and offering of Notes,
that the information contained or incorporated by reference in this Offering Circular is true and
accurate in all material respects and is not misleading in any material respect, that the opinions and
intentions expressed in this Offering Circular are honestly held and that there are no other facts the
omission of which would make this Offering Circular or any of such information or the expression of
any such opinions or intentions misleading in any material respect and which, in each case, is
material in the context of the issuance and offering of the Notes. The Issuer accepts responsibility
accordingly.

This Offering Circular is to be read in conjunction with all documents which are incorporated herein
by reference (see “Documents Incorporated by Reference”).

No person has been authorised to give any information or to make any representation other than those
contained in this Offering Circular in connection with the issue or sale of the Notes and, if given or
made, such information or representation must not be relied upon as having been authorised by the
Issuer or any of Sole Arranger or the Dealers (as defined in “Summary of the Programme’) or the
Trustee or the Agents (each as defined in “Terms and Conditions of the Notes”). Neither the delivery
of this Offering Circular nor any sale made in connection herewith shall, under any circumstances,
create any implication that there has been no change in the affairs of the Issuer or the Issuer and its
subsidiaries (the “Group”) since the date hereof or the date upon which this Offering Circular has
been most recently amended or supplemented or that there has been no adverse change in the financial
position of the Group since the date hereof or the date upon which this Offering Circular has been most
recently amended or supplemented or that any other information supplied in connection with the
Programme is correct as of any time subsequent to the date on which it is supplied or, if different, the
date indicated in the document containing the same.

The distribution of this Offering Circular and the offering or sale of the Notes in certain jurisdictions
may be restricted by law. Persons into whose possession this Offering Circular comes are required by
the Issuer, the Sole Arranger and the Dealers to inform themselves about and to observe any such
restriction.

The Notes have not been and will not be registered under the Securities Act and include Notes in
bearer form that are subject to U.S. tax law requirements. Subject to certain exceptions, Notes may
not be offered, sold or delivered within the United States. For a description of certain restrictions on
offers and sales of Notes and on distribution of this Offering Circular, see “Subscription and Sale”.

The Notes are being offered and sold outside the United States in reliance on Regulation S. For a
description of these and certain further restrictions on offers, sales and transfers of Notes and
distribution of this Offering Circular, see “Subscription and Sale”.

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND
EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION IN THE UNITED STATES
OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAS ANY OF THE FOREGOING
AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THE OFFERING OF
NOTES OR THE ACCURACY OR THE ADEQUACY OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES.

This Offering Circular does not constitute an offer of, or an invitation by or on behalf of the Issuer,
the Sole Arranger, the Dealers, the Trustee or the Agents to subscribe for, or purchase, any Notes.

To the fullest extent permitted by law, none of the Sole Arranger, the Dealers, the Trustee or the Agents
accept any responsibility for the contents of this Offering Circular or for any other statement, made
or purported to be made by the Sole Arranger or a Dealer or the Trustee or any Agent or on its behalf
in connection with the Issuer or the issue and offering of the Notes. The Sole Arranger, each Dealer,
the Trustee and each Agent accordingly disclaim all and any liability whether arising in tort or contract



or otherwise (save as referred to above) which it might otherwise have in respect of this Offering
Circular or any such statement. Neither this Offering Circular nor any financial statements of the
Issuer or the Group are intended to provide the basis of any credit or other evaluation and should not
be considered as a recommendation by any of the Issuer, the Sole Arranger, the Dealers, the Trustee
or the Agents that any recipient of this Offering Circular or any financial statements of the Issuer or
the Group should purchase the Notes. Each potential investor of Notes should determine for itself the
relevance of the information contained in this Offering Circular and its purchase of Notes should be
based upon such investigation as it deems necessary. None of the Sole Arranger, the Dealers, the
Trustee or the Agents undertakes to review the financial condition or affairs of the Issuer during the
life of the arrangements contemplated by this Offering Circular nor to advise any investor or potential
investor in the Notes of any information coming to the attention of any of the Sole Arranger, the
Dealers, the Trustee or the Agents.

From time to time, in the ordinary course of business, certain of the Dealers and their affiliates have
provided advisory and investment banking services, and entered into other commercial transactions
with the Issuer and its affiliates, including commercial banking services, for which customary
compensation has been received. It is expected that the Dealers and their affiliates will continue to
provide such services to, and enter into such transactions with, the Issuer and its affiliates in the
future.

The Dealers or certain of their respective affiliates may purchase the Notes and be allocated Notes for
asset management and/or proprietary purposes and not with a view to distribution.

In making an investment decision, each potential investor must rely on its own examination of the
Group and the terms of the Notes being offered, including the merits and risks involved. The Issuer
does not and the Sole Arranger, the Dealers, the Trustee and the Agents do not make any representation
regarding the legality of investment under any applicable laws.

Potential investors should be able to bear the economic risk of an investment in the Notes for an
indefinite period of time.

WARNING

The contents of this Offering Circular have not been reviewed by any regulatory authority of any
Jjurisdiction. You are advised to exercise caution in relation to the offering of the Notes. If you are
in any doubt about any of the contents of this Offering Circular, you should obtain independent
professional advice.

STABILISATION

In connection with any Tranche of Notes, one or more of the Dealers (or persons acting on their
behalf) may act as the stabilising manager(s) (the “Stabilising Manager(s)’). The identity of the
Stabilising Manager(s) (if any) will be disclosed in the relevant Pricing Supplement.

In connection with the issue of any Tranche of Notes, one or more of the Dealers named as
Stabilising Manager (or persons acting on behalf of any Stabilising Manager(s)) in the applicable
Pricing Supplement may, subject to applicable laws and regulations, over-allot Notes or effect
transactions with a view to supporting the market price of the Notes at a level higher than that
which might otherwise prevail. However, there is no assurance that the Stabilising Manager(s)
(or persons acting on behalf of any Stabilising Manager) will undertake stabilisation action. Any
stabilisation action may begin on or after the date on which adequate public disclosure of the



terms of the offer of the relevant Tranche of Notes is made and, if begun, may be ended at any
time, but it must end no later than the earlier of 30 days after the issue date of the relevant
Tranche of Notes and 60 days after the date of the allotment of the relevant Tranche of Notes.

PRESENTATION OF INFORMATION

In this Offering Circular, unless the context otherwise requires, (i) references to “BEA” or the
“Issuer” mean The Bank of East Asia, Limited B 2n R 474 PR\ 7] and, as the context may require, its
subsidiaries; (ii) references to “BEA (China)” mean The Bank of East Asia (China) Limited; and (iii)
references to the “Group” mean The Bank of East Asia, Limited MREZ#RITAFRAF and its
subsidiaries.

Unless otherwise specified or the context otherwise requires, references to “U.S.$” and to “U.S.
dollars” are to lawful currency of the United States of America, references to “HK$”, “Hong Kong
dollars” and “HK dollars” are to the lawful currency of Hong Kong Special Administrative Region
of the PRC (“Hong Kong”), references to “RMB” and “Renminbi” are to the lawful currency of the
People’s Republic of China (“PRC”), references to “sterling” and “£” are to the lawful currency of
the United Kingdom, references to “€”, “EUR” and “Euro” are to the currency introduced at the start
of the third stage of European economic and monetary union pursuant to the Treaty establishing the
European Community, as amended from time to time, references to “Australian dollars” are to lawful
currency of Commonwealth of Australia, and references to the “PRC” and “Mainland China” are to
the People’s Republic of China and, for the purpose of this Offering Circular, except where the context
requires, do not include Hong Kong, Macau Special Administrative Region of the PRC (“Macau”), or
Taiwan, the Republic of China (“Taiwan”).

The Hong Kong dollar has been linked to the U.S. dollar at the rate of HK$7.80 to U.S.$1.00 since
17 October 1983 (the “Linked Exchange Rate System”). In May 2005, the HKMA broadened the
22-year old trading band from the original rate of HK$7.80 per U.S. dollar to a rate range of HK$7.75
to HK$7.85 per U.S. dollar.

For convenience only, all Hong Kong dollar amounts in this Offering Circular have been translated
into U.S. dollar amounts at the rate of U.S.$1.00 = HK$7.80. Such translations should not be construed
as representations that the Hong Kong dollar amounts referred to could have been, or could be,
converted into U.S. dollars at that or any other rate or at all.

FORWARD-LOOKING STATEMENTS

This Offering Circular includes statements that are, or may be deemed to be, “forward-looking
statements” within the meaning of Section 27A of the Securities Act and Section 21E of the United
States Securities and Exchange Act of 1934, as amended (the “Exchange Act”). These
forward-looking statements can be identified by the use of forward-looking terminology, including the
terms “believes”, “estimates”, “intends”, “may”, “will” or “should” or, in each case, their negative or
other variations or comparable terminology. These forward-looking statements include all matters that
are not historical facts. They appear in a number of places throughout this Offering Circular and
include statements regarding the intentions, beliefs or current expectations of the Issuer concerning,
among other things, the results of operations, financial condition, liquidity, prospects, growth,
strategies and the industries in which the Group operates.



By their nature, forward-looking statements are subject to numerous assumptions, risks and
uncertainties because they relate to events and depend on circumstances that may or may not occur
in the future. Forward-looking statements are not guarantees of future performance and that the
Group’s actual results of operations, financial condition and liquidity, and the development of the
industries in which the Group operates, may differ materially from those made in or suggested by the
forward-looking statements contained in this Offering Circular. In addition, even if the results of
operations, financial condition and liquidity and the development of the industries in which the Group
operates are consistent with the forward-looking statements contained in this Offering Circular, those
results or developments may not be indicative of results or developments in subsequent periods.

The cautionary statements set forth above should be considered in connection with any subsequent
written or oral forward-looking statements that the Issuer or persons acting on its behalf may issue.
The Issuer does not undertake any obligation to review or confirm analysts’ expectations or estimates
or to release publicly any revisions to any forward-looking statements to reflect events or
circumstances after the date of this Offering Circular.

The following list includes some, but not necessarily all, of the factors that may cause actual results
to differ from those anticipated or predicted:

° changes in the general operating environment of the Hong Kong banking industry;

° changes in general economic, market, business and regulatory conditions in Hong Kong,
Mainland China, the United States and other countries;

° changes in the monetary and credit policies of the United States, Hong Kong and Mainland
China;

° changes or volatility in interest rates, foreign exchange rates, equity prices or other rates or
prices;

° changes in Hong Kong governmental policies, laws or regulations, in particular those affecting
the banking industry in Hong Kong;

° the effects of intensifying competition in the banking industry in Hong Kong; and
° the performance of the real property and financial markets in Hong Kong.

Additional factors that could cause actual results, performance or achievements to differ materially
include, but are not limited to, those discussed under “Investment Considerations”.

Any forward-looking statements that the Issuer makes in this Offering Circular speak only as at the
date of such statements, and the Issuer undertakes no obligation to update such statements.
Comparisons of results for current and any prior periods are not intended to express any future trends
or indications of future performance, and should only be viewed as historical data.

DOCUMENTS INCORPORATED BY REFERENCE

The Issuer hereby incorporates by reference (i) each Pricing Supplement, (ii) the most recently
published audited consolidated annual financial statements, and any interim consolidated financial
information (whether audited or unaudited) of the Issuer and/or the Group published from time to time
after the date of this Offering Circular, and (iii) all amendments and supplements from time to time
to this Offering Circular, each of which shall be deemed to be incorporated in, and to form part of,
this Offering Circular and which shall be deemed to modify or supersede the contents of this Offering
Circular to the extent that a statement contained in any such document is inconsistent with the contents
of this Offering Circular.



Copies of all such documents which are so deemed to be incorporated in, and to form part of, this
Offering Circular will be available free of charge during usual business hours on any weekday
(Saturdays and public holidays excepted) from the specified offices of the Issuer and of the Paying
Agents set out at the end of this Offering Circular.

SUPPLEMENTAL OFFERING CIRCULAR

The Issuer has given an undertaking to the Sole Arranger and the Dealers that, unless it has notified
the Permanent Dealers in writing that it does not intend to issue Notes under the Programme for the
time being, if at any time during the duration of the Programme a significant new factor, material
mistake or inaccuracy arises or is noted relating to the information included in the Offering Circular
which is capable of affecting an assessment by investors of the assets and liabilities, financial
position, profits and losses, and prospects of the Issuer and/or of the rights attaching to the Notes, it
shall (i) prepare and publish an amendment or supplement to the Offering Circular, (ii) advise the Sole
Arranger and the Dealers promptly of any proposal to amend or replace the Offering Circular, (iii)
advise the Dealers promptly of any proposal to supplement the Offering Circular and (iv) provide the
Sole Arranger and the Permanent Dealers with a copy of any such proposed amendment, supplement
or replacement immediately prior to its publication.
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SUMMARY

The following summary is qualified in its entirety by, and is subject to, the detailed information
contained or referred to elsewhere in this Offering Circular. For a discussion of certain considerations
that should be made in connection with an investment in the Notes, see “Investment Considerations”.

OVERVIEW

Incorporated in 1918, BEA is the largest independent local bank in Hong Kong in terms of assets. As
at 31 December 2013, the Group’s total consolidated assets, advances to customers and total deposits
were HK$753,954 million (U.S.$96,661 million), HK$405,357 million (U.S.$51,969 million) and
HK$577,900 million (U.S.$74,090 million), respectively.

The shares of BEA have been listed on The Stock Exchange of Hong Kong Limited (the “HKSE”)
since the 1930s. As at 30 April 2014, approximately 2,328.21 million ordinary shares have been issued
and are outstanding and have been fully paid. Based on the closing price of its shares on the HKSE
as at 30 April 2014, BEA’s market capitalisation was approximately HK$74,386.3 million
(U.S.$9,536.7 million). BEA’s shares have been a constituent stock of the Hang Seng Index since
1984.

The Group provides commercial and retail banking, financial and insurance services through its
Corporate Banking, Personal Banking, Wealth Management, Insurance & Retirement Benefits,
Treasury Markets, China and International divisions. The Group’s core business products and services
include syndicated loans, trade finance, deposit taking, foreign currency savings, remittances,
mortgage loans, consumer loans, credit cards, Cyberbanking retail investment, retail investment and
wealth management services, foreign exchange margin trading, services related to the mandatory
provident fund scheme (“MPF Scheme”) under the Mandatory Provident Fund Schemes Ordinance
(Cap. 485) of Hong Kong (the “MPF Schemes Ordinance”), internet banking services and general and
life insurance.

In addition, through BEA’s wholly-owned subsidiaries, the Group is able to extend other services to
its customers. BEA Life Limited (“BEA Life”) and Blue Cross (Asia-Pacific) Insurance Limited
(“Blue Cross”) serve as the Group’s life insurance and general insurance arms respectively providing
a comprehensive range of insurance solutions including life and non-life insurance products and
services for individual and corporate customers. Tricor, together with its subsidiaries, offers
outsourced expertise in business support functions and provides its customers with a range of
integrated business, corporate and investor services.

As at 30 April 2014, the Group offered a broad range of banking and related financial services in Hong
Kong through a network of 89 branches, 62 wealth management centres called “SupremeGold Centres”
and nine i-Financial Centres.

As at 30 April 2014, the Group’s overseas operations had in total 40 branches, 102 sub-branches and
two representative offices as well as several affiliates and joint ventures in Mainland China, Taiwan,
Macau, the United States, the United Kingdom, Canada and South East Asia.

BEA is one of the first foreign banks to receive approval to establish a locally-incorporated bank in
Mainland China. As a locally-incorporated bank and a wholly-owned subsidiary of BEA, BEA (China)
obtained its business licence from the State Administration for Industry and Commerce on 29 March
2007 and officially commenced business on 2 April 2007. BEA (China) provides comprehensive RMB
and foreign currency banking services to all customers. Services include but are not limited to
deposit-taking, loans and advances, debit cards, credit cards, Cyberbanking and cash management,
wealth management services, private banking, investment and derivative products, agency services for
life and general insurance, remittance and settlement, RMB cross-border trade settlement services,
domestic and international trade finance facilities, supply chain financing, standby letters of credit,



bank guarantees, distribution of local mutual funds, and third-party payment. In May 2013, the State
Administration of Foreign Exchange (“SAFE”) granted BEA (China) the right to conduct RMB and
foreign currency swap business for its customers, further broadening the range of treasury products
offered by BEA (China). In June 2013, BEA (China) became one of the first locally-incorporated
foreign banks to be granted a local fund distribution licence. Such licence enables BEA (China) to
offer a greater range of wealth management products to its customers.

As at 30 April 2014, BEA (China), with its headquarters in Shanghai, operated 27 branches and 98
sub-branches in Mainland China. In addition to the BEA (China) network, BEA operates a
representative office in Fuzhou, and a rural bank in Fuping County, Weinan City in Shaanxi province.
Having effectively positioned itself to capture opportunities in the region, the Group has recorded
constant healthy growth for its operations in Mainland China. As at 31 December 2013, the Group’s
total loans to customers and trade bills increased by 14.5% while its customer deposits increased by
7.3% over the figures reported at 31 December 2012.

As at 30 April 2014, BEA maintains one branch in each of Taipei and Kaohsiung in Taiwan, and
provides a full range of wealth management services through BEA Wealth Management Services
(Taiwan) Limited (“BEAWMS”). As at 30 April 2014, BEA also operates one branch, four
sub-branches and 13 automatic teller machines (“ATMs”) in Macau.

As at 31 December 2011, 2012 and 2013, the assets of the Group’s operations in Mainland China,
Taiwan and Macau collectively accounted for approximately 45.6%, 47.7% and 47.7% of the total
assets of the Group, respectively. The corresponding figures for Hong Kong as at 31 December 2011,
2012 and 2013 were 58.3%, 55.6% and 56.0%, respectively. For the years ended 31 December 2011,
2012 and 2013, the profit before taxation of the Group’s operations in Mainland China, Taiwan and
Macau collectively accounted for approximately 44.1%, 30.8% and 34.1% of the Group’s consolidated
profit before taxation, respectively. The corresponding figures for Hong Kong as at 31 December
2011, 2012 and 2013 were 34.1%, 48.4% and 45.9%, respectively.

The majority of the Group’s lending is on a secured, floating-rate basis and adheres to pre-established
loan-to-value limitations depending on the underlying collateral and the credit risk of customers.
Security typically consists of a first legal charge over real property, listed securities and cash deposits.
Some of the Group’s lending is on a guaranteed basis.

As at 31 December 2011, 2012 and 2013, the Group’s total capital ratio was approximately 13.7%,
14.3% and 15.9%, respectively, compared with the statutory minimum requirement of 8.0%, and its
loan to deposit ratio was approximately 65.8%, 66.7% and 70.1%, respectively. For the years ended
31 December 2011, 2012 and 2013, the Group’s average liquidity ratio was approximately 42.8%,
46.6% and 47.0%, respectively. See “Selected Statistical and Other Information” for further details.

The Group relies on its deposit base for the majority of its funding requirements. As at 31 December
2011, 2012 and 2013, the Group’s customer deposits accounted for approximately 90.2%, 86.1% and
85.6%, respectively, of its borrowed funds. The remainder of the Group’s funding requirements as at
31 December 2011, 2012 and 2013 were primarily satisfied through the issuance of certificates of
deposit and debt securities and, particularly for its RMB funding requirements, through interbank
borrowings.

In order to diversify the Group’s RMB funding sources, BEA (China) issued RMB4 billion in
aggregate principal amount of RMB-denominated bonds in Hong Kong in July 2009. BEA (China)
issued its first and second batch of RMB financial bonds with the issue sizes of RMB2 billion and
RMB3 billion in PRC’s interbank bond market in March and November 2011, respectively, and issued
RMBI billion in aggregate principal amount of senior unsecured bonds in Hong Kong in May 2012.



For the year ended 31 December 2013, the Group’s profit after taxation was HK$6,707 million
(U.S.$860 million), representing an increase of approximately 9.0% from the year ended 31 December
2012. For the year ended 31 December 2012, the Group’s profit after taxation was HK$6,154 million
(U.S.$789 million), representing an increase of approximately 38.3% from the year ended 31
December 2011.

For the years ended 31 December 2011, 2012 and 2013, the Group achieved a return on average assets
of approximately 0.7%, 0.9% and 0.9%, respectively, and a return on average equity of approximately
9.5%, 11.9% and 11.0%, respectively.

STRATEGY

BEA’s core objectives are to strengthen its position and to further develop its domestic franchise as
the largest independent local bank in Hong Kong, and to further diversify its operations and expand
in Mainland China and other overseas countries. The Group will continue to maintain its growth
strategy for its businesses and operations and, at the same time, keep up the progress of enhancing its
cost-to-income performance. Given the increasingly close economic connection among Mainland
China, Hong Kong and the countries of Southeast Asia, the Group will continue to enhance the
momentum of its business under the “China-Hong Kong Link (H¥#WiH))” initiatives. The key
components of the Group’s strategy are as follows:

° Expansion in Mainland China and other overseas countries;

° Diversification of non-interest income;

° Enhancement of profitability via active asset and liability management;

° Transformation of its branch network;

° Acquisitions and organic growth; and

° Focus on enhancing operational efficiency.
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SUMMARY OF THE PROGRAMME

The following summary is qualified in its entirety by the remainder of this Offering Circular. Words
and expressions defined in “Terms and Conditions of the Notes” below shall have the same meaning
in this summary.

The IsSUer .. ............... The Bank of East Asia, Limited W an R 47 H R/ 7).
Description . ................ Medium Term Note Programme.
Size..... ... .. . ... . .. ... .. Up to U.S.$6,000,000,000 (or the equivalent in other

currencies at the date of issue) aggregate nominal amount of
Notes outstanding at any one time.

Sole Arranger. . . ............. The Hongkong and Shanghai Banking Corporation Limited.

Dealers .. ..... ... .. .. .. ... The Hongkong and Shanghai Banking Corporation Limited
Barclays Bank PLC
Citigroup Global Markets Limited
CLSA Limited
DBS Bank Ltd.
Deutsche Bank AG, Hong Kong Branch
Deutsche Bank AG, Singapore Branch
J.P. Morgan Securities plc
Mizuho Securities Asia Limited
Morgan Stanley & Co. International plc
Standard Chartered Bank
Standard Chartered Bank (Hong Kong) Limited
UBS AG, Hong Kong Branch
United Overseas Bank Limited

The Issuer may from time to time terminate the appointment
of any dealer under the Programme or appoint additional
dealers either in respect of one or more Tranches or in respect
of the whole Programme. References in this Offering Circular
to “Permanent Dealers” are to the persons listed above as
Dealers and to such additional persons that are appointed as
dealers in respect of the whole Programme (and whose
appointment has not been terminated) and to “Dealers” are to
all Permanent Dealers and all persons appointed as a dealer in
respect of one or more Tranches.

Trustee. .. ... ... .. .. .. ... DB Trustees (Hong Kong) Limited.
Issuing and Paying Agent....... Deutsche Bank AG, Hong Kong Branch.
Transfer Agents . . ............ Deutsche Bank AG, Hong Kong Branch

Deutsche Bank Luxembourg S.A..

Registrars .. ................ Deutsche Bank AG, Hong Kong Branch
Deutsche Bank Luxembourg S.A..

CMU Lodging and Paying Agent . Deutsche Bank AG, Hong Kong Branch.



Method of Issue.

Issue Price. .. ..

Form of Notes . .

Clearing Systems

The Notes may be issued on a syndicated or non-syndicated
basis. The Notes may be issued in series (each a “Series™)
having one or more issue dates (each tranche within such
Series a “Tranche”) and on terms otherwise identical (or
identical other than in respect of the first payment of interest),
the Notes of each Series being intended to be interchangeable
with all other Notes of that Series. Each Series may be issued
in tranches on the same or different issue dates. The specific
terms of each Tranche (which will be supplemented, where
necessary, with supplemental terms and conditions and, save
in respect of the issue date, issue price, first payment of
interest and nominal amount of the Tranche, will be identical
to the terms of other Tranches of the same Series) will be set
out in a pricing supplement (a “Pricing Supplement”).

Notes may be issued at their nominal amount or at a discount
or premium to their nominal amount. Partly Paid Notes may
be issued, the issue price of which will be payable in two or
more instalments.

The Notes may be issued in bearer form only (“Bearer
Notes”), in bearer form exchangeable for Registered Notes
(“Exchangeable Bearer Notes”) or in registered form only
(“Registered Notes”). Each Tranche of Bearer Notes and
Exchangeable Bearer Notes will be represented on issue by a
temporary Global Note if (i) definitive Notes are to be made
available to Noteholders following the expiry of 40 days after
their issue date or (ii) such Notes have an initial maturity of
more than one year and are being issued in compliance with
the D Rules (as defined in “Summary of the Programme —
Selling Restrictions” below), otherwise such Tranche will be
represented by a permanent Global Note. Registered Notes
will be represented by Certificates, one Certificate being
issued in respect of each Noteholder’s entire holding of
Registered Notes of one Series. Certificates representing
Registered Notes that are registered in the name of a nominee
for one or more clearing systems are referred to as “Global
Certificates”.

Registered Notes sold in an “offshore transaction” within the
meaning of Regulation S will initially be represented by a
Global Certificate.

The CMU, Clearstream, Luxembourg, Euroclear and, in
relation to any Tranche, such other clearing system as may be
agreed between the Issuer, the Issuing and Paying Agent, the
Trustee and the relevant Dealer.



Initial Delivery of Notes . ......

Currencies . ... ...

Maturities .. ... ..

Specified Denomination. ... .. ..

Fixed Rate Notes . .

Floating Rate Notes

On or before the issue date for each Tranche, the Global Note
representing Bearer Notes or Exchangeable Bearer Notes or
the Global Certificate representing Registered Notes may be
deposited with a common depositary for Euroclear and
Clearstream, Luxembourg or deposited with a sub-custodian
for the HKMA as operator of the CMU or deposited with a
depositary or sub-custodian for any other clearing system or
may be delivered outside any clearing system provided that
the method of such delivery has been agreed in advance by the
Issuer, the Trustee, the Issuing and Paying Agent and the
relevant Dealers. Registered Notes that are to be credited to
one or more clearing systems on issue will be registered in the
name of, or in the name of nominees or a common nominee
for, such clearing systems.

Subject to compliance with all relevant laws, regulations and
directives, Notes may be issued in any currency agreed
between the Issuer and the relevant Dealers.

Subject to compliance with all relevant laws, regulations and
directives, any maturity, including for the avoidance of doubt,
undated perpetual Notes with no fixed maturity.

Definitive Notes will be in such denominations as may be
specified in the relevant Pricing Supplement, save that unless
otherwise permitted by then current laws and regulations,
Notes (including Notes denominated in sterling) which must
be redeemed before the first anniversary of their date of issue
and in respect of which the issue proceeds are to be accepted
by the Issuer in the United Kingdom or whose issue otherwise
constitutes a contravention of section 19 of the Financial
Services and Markets Act 2000 will have a minimum
denomination of £100,000 (or its equivalent in other
currencies).

Fixed interest will be payable in arrear on the date or dates in
each year specified in the relevant Pricing Supplement.

Floating Rate Notes will bear interest determined separately
for each Series as follows:

(i) on the same basis as the floating rate under a notional
interest rate swap transaction in the relevant Specified
Currency governed by an agreement incorporating the
2006 ISDA Definitions, as published by the
International Swaps and Derivatives Association, Inc.,
as amended, supplemented or replaced; or

(i) by reference to LIBOR or EURIBOR or HIBOR or CNH
HIBOR or SHIBOR (or such other benchmark as may be
specified in the relevant Pricing Supplement) as
adjusted for any applicable margin.

Interest periods will be specified in the relevant Pricing
Supplement.
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Zero Coupon Notes . ..........

Dual Currency Notes . .........

Index Linked Notes . ..........

Interest Periods and Interest
Rates . ...................

Redemption and Redemption
Amounts. . ................

Redemption by Instalments ... ..

Other Notes . . . ..............

Optional Redemption..........

Notes that can be issued under
the Programme ............

Zero Coupon Notes may be issued at their nominal amount or
at a discount to it and will not bear interest.

Payments (whether in respect of principal or interest and
whether at maturity or otherwise) in respect of Dual Currency
Notes will be made in such currencies, and based on such
rates of exchange as may be specified in the relevant Pricing
Supplement.

Payments of principal in respect of Index Linked Redemption
Notes or of interest in respect of Index Linked Interest Notes
will be calculated by reference to such index and/or formula
as may be specified in the relevant Pricing Supplement.

The length of the interest periods for the Notes and the
applicable interest rate or its method of calculation may differ
from time to time or be constant for any Series. Notes may
have a maximum interest rate, a minimum interest rate, or
both. The use of interest accrual periods permits the Notes to
bear interest at different rates in the same interest period. All
such information will be set out in the relevant Pricing
Supplement.

The relevant Pricing Supplement will specify the basis for
calculating the redemption amounts payable. Unless
permitted by then current laws and regulations, Notes
(including Notes denominated in sterling) which must be
redeemed before the first anniversary of their date of issue
and in respect of which the issue proceeds are to be accepted
by the Issuer in the United Kingdom or whose issue otherwise
constitutes a contravention of section 19 of the Financial
Services and Markets Act 2000 must have a minimum
redemption amount of £100,000 (or its equivalent in other
currencies).

The Pricing Supplement issued in respect of each issue of
Notes that are redeemable in two or more instalments will set
out the dates on which, and the amounts in which, such Notes
may be redeemed.

Terms applicable to high interest Notes, low interest Notes,
step-up Notes, step-down Notes, reverse dual currency Notes,
optional dual currency Notes, partly paid Notes and any other
type of Note that the Issuer and any Dealer or Dealers may
agree to issue under the Programme will be set out in the
relevant Pricing Supplement.

The Pricing Supplement issued in respect of each issue of
Notes will state whether such Notes may be redeemed prior to
their stated maturity at the option of the Issuer (either in
whole or in part) and/or the holders, and if so the terms
applicable to such redemption.

The Issuer may issue Senior Notes and Dated Subordinated
Notes.
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Status of the Senior Notes ... ...

Status of the Dated Subordinated
Notes and Set-off . . ... ... ...

Negative Pledge in respect of
Senior Notes ..............

Subordination and Set-off in
respect of Dated Subordinated
Notes . ... . ...

Loss Absorption upon a
Non-Viability Event in respect
of Dated Subordinated Notes . .

Events of Default ............

Cross Default. .. .............

Ratings . ........ ... ... . ....

Early Redemption ............

The Senior Notes issued by the Issuer will constitute direct
unconditional, unsubordinated and (subject to Condition 4)
unsecured obligations of the Issuer and will rank pari passu
without any preference among themselves and pari passu with
all other present and future unsecured and unsubordinated
obligations of the Issuer other than any such obligations as
are preferred by law, all as further described in Condition
3(a).

The Dated Subordinated Notes issued by the Issuer will
constitute direct, unsecured and subordinated obligations of
the Issuer and will rank pari passu without any preference
among themselves. The rights of the holders of the Dated
Subordinated Notes will, in the event of the Winding-Up of
the Issuer, be subordinated in right of payment in the manner
provided in Condition 3 and the Trust Deed, all as further
described in Conditions 3(b) and 3(c).

Applicable to Senior Notes only. See “Terms and Conditions
of the Notes — Negative Pledge in respect of Senior Notes”.

Applicable to Dated Subordinated Notes only. See “Terms and
Conditions of the Notes — Subordination of Dated
Subordinated Notes” and “Terms and Conditions of the Notes
— Set-off in respect of Dated Subordinated Notes”.

The applicable Pricing Supplement issued in respect of each
issue of Dated Subordinated Notes may provide that the Loss
Absorption Option shall be a Write-off in accordance with
Condition 6(i) for Dated Subordinated Notes.

Applicable to Senior Notes and Dated Subordinated Notes.
See “Terms and Conditions of the Notes — Events of Default”.

Applicable to Senior Notes only. See the relevant
sub-condition under “Terms and Conditions of the Notes —
Events of Default”.

Moody’s is expected to rate Senior Notes issued under the
Programme “A2” and Dated Subordinated Notes issued under
the Programme “Bal”. S&P is expected to rate Senior Notes
issued under the Programme “A” and Dated Subordinated
Notes issued under the Programme “BBB-”. Tranches of
Notes will be rated or unrated. Where a Tranche of Notes is
to be rated, such rating will be specified in the relevant
Pricing Supplement.

A rating is not a recommendation to buy, sell or hold
securities and may be subject to suspension, reduction or
withdrawal at any time by the assigning rating agency.

Except as provided in “Optional Redemption” above, Notes
will be redeemable at the option of the Issuer prior to maturity
only for tax reasons. See “Terms and Conditions of the Notes
— Redemption, Purchase, Options and Non-Viability Event in
respect of Dated Subordinated Notes”. Dated Subordinated
Notes may only be redeemed prior to their stated maturity
date with the consent of the HKMA, if such consent is
required.
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Withholding Tax . ..

Governing Law . ...

Listing. ..........

Selling Restrictions .

Transfer Restrictions

All payments of principal and interest in respect of the Notes
will be made free and clear of withholding taxes of Hong
Kong, subject to customary exceptions, all as described in
“Terms and Conditions of the Notes — Taxation”.

English law, except that the provisions of the Notes relating
to subordination shall be governed by Hong Kong law.

Application has been made to the SGX-ST for permission to
deal in, and for the listing and quotation of, any Notes which
are agreed at the time of issue to be so listed on the SGX-ST.
Such permission will be granted when such Notes have been
admitted to the Official List of the SGX-ST. There is no
guarantee that an application to the SGX-ST will be approved.
As specified in the relevant Pricing Supplement, a Series of
Notes may be unlisted. For so long as any Notes are listed on
the SGX-ST and the rules of the SGX-ST so require, such
Notes will be traded on the SGX-ST in a minimum board lot
size of S$200,000 (or its equivalent in other currencies).

The United States, the Public Offer Selling Restriction under
the Prospectus Directive in the European Economic Area (in
respect of Notes having a specified denomination of less than
€50,000 (or €100,000, to the extent that Directive
2010/73/EU has been implemented in the relevant Member
State) or its equivalent in any other currency as at the date of
issue of the Notes), the United Kingdom, Hong Kong,
Singapore and Japan. See “Subscription and Sale”.

For the purposes of Regulation S, the relevant Pricing
Supplement shall indicate whether Category 1 or Category 2
restrictions apply.

Notes in bearer form will be issued in compliance with U.S.
Treas. Reg. §1.163-5(c)(2)(i)(D) (the “D Rules”) unless
(i) the relevant Pricing Supplement states that such
Notes are issued in compliance with U.S. Treas. Reg.
§1.163-5(¢)(2)(1)(C) (the “C Rules”) or (ii) such Notes are
issued other than in compliance with the D Rules or the C
Rules but in circumstances in which such Notes will not
constitute “registration required obligations” under the
United States Tax Equity and Fiscal Responsibility Act of
1982 (“TEFRA”), which circumstances will be referred to in
the relevant Pricing Supplement as a transaction to which
TEFRA is not applicable.

In relation to Notes in respect of which the relevant Pricing
Supplement specifies Regulation S Category 2 as being
applicable, there are restrictions on the transfer of such Notes
prior to the expiration of the relevant distribution compliance
period. See “Subscription and Sale”.
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SUMMARY FINANCIAL INFORMATION

The following tables set forth the summary consolidated financial information and other selected
financial data of the Issuer and the Group as at and for the periods indicated. The summary
consolidated historical financial data as at and for the years ended 31 December 2011, 2012 and 2013
set forth below are derived from the Group’s consolidated financial statements. The consolidated
financial statements of the Group for the years ended 31 December 2012 and 2013 have been audited
by KPMG. The Group’s audited consolidated income statement for the year ended 31 December 2012
and 2013 and the Group’s audited consolidated statement of financial position as at 31 December 2012
and 2013 are included elsewhere in this Offering Circular. The Group’s consolidated financial
statements are prepared and presented in accordance with HKFRS.

The 2011 figures of fee and commission income and net trading profits have been restated to better
reflect upfront income and expense in respect of certain derivatives entered into in relation to
structured deposits products.

CONSOLIDATED INCOME STATEMENT

Year ended 31 December

2011
(Restated) 2012 2013
(in HK$ millions) (in HK$ millions) (in HK$ millions)

Interest income ... ...... .. ... .. ... ... ... 20,868 22,635 25,084
Interest eXpense. .. ... ... (11,605) (12,911) (12,917)
Net interest inCOMe . . . .. ... ... .. 9,263 9,724 12,167
Fee and commission income. . .............. 3,813 4,159 4,874
Fee and commission expense . . .. ........... (763) (780) (882)
Net fee and commission income. . ........... 3,050 3,379 3,992
Net trading (losses)/profits. ... ............. 175 765 878
Net result from financial instruments designated

at fair value through profit or loss ... ...... (354) 664 (387)
Net hedging loss . ......... .. ... .. .. .... (5) (15) (22)
Other operating income . . ................. 586 592 625
Non-interest (expense)/income . ............. 3,452 5,385 5,086
Operating income. . .. ..., 12,715 15,109 17,253
Operating eXpenses . . ... ... .....ouuenn... (7,992) (8,725) (9,583)
Operating profit before impairment losses . . . .. 4,723 6,384 7,670
Impairment losses on loans and advances ... .. (75) (213) (458)
Write back of/(charge for) impairment losses on

held-to-maturity investments. .. ........... (11) 11 —
Impairment losses on available-for-sale

financial assets. . ...................... (49) (63) (69)
Impairment losses .. ......... ... .. ...... (135) (265) (527)
Operating (loss)/profit after impairment losses. . 4,588 6,119 7,143
Net profit on sale of available-for-sale financial

ASSELS « ot i 59 82 80
Net profit on sale of loans and receivables . ... 3 35 —
Net (loss)/profit on sale of

subsidiaries/associates. . . . ..., .. ... ... 122 203 27
Net profit/(loss) on sale of fixed assets ....... 140 139 164
Valuation (losses)/gains on investment

PIOPErties . . . o vt vt 404 451 388
Share of profits less losses of associates ... ... 435 536 684




Year ended 31 December

2011
(Restated) 2012 2013

(in HK$ millions) (in HK$ millions) (in HK$ millions)
Profit before taxation. .................... 5,751 7,565 8,486
Income tax
Current tax

-Hong Kong........................ (128) (568) (708)
S OVeISeaS. o v v v i e (855) (730) (958)
Deferred tax . .. ........ ... ... .. ... .... (317) (113) (113)
Profit after taxation . . ... ... .............. 4,451 6,154 6,707
Attributable to:
Owners of the parent . .................. 4,358 6,056 6,613
Non-controlling interests ................ 93 98 94
Profit after taxation . ..................... 4,451 6,154 6,707
Per share
- Basic earnings . . ............ ... ...... HK$1.96 HK$2.72 HK$2.78
- Diluted earnings. ... .................. HKS$1.96 HK$2.72 HK$2.78
-Dividends. . ..... ... . HK$0.94 HK$1.06 HKS$1.11

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December

2011
(Restated) 2012 2013

(in HK$ Millions) (in HK$ Millions) (in HK$ Millions)

ASSETS
Cash and balances with banks and other

financial institutions. ... ... ... .......... 71,761 85,512 68,777
Placements with banks and other financial

INStitutions . . .. ... ... 58,598 50,618 57,372
Trade bills .. ........ .. .. .. .. .. ........ 46,891 55,740 59,932
Trading assets . . .......... .. ... 5,600 7,338 8,956
Financial assets designated at fair value through

profitor loss . ....... ... ... .. ... ... ... . 16,663 15,169 11,606
Advances to customers and other accounts . ... 341,341 387,273 448,255
Available-for-sale financial assets ........... 44,910 64,731 71,589
Held-to-maturity investments . ... ........... 4,587 4,320 5,048
Investments in associates. .. ............... 3,820 4,677 4,779
Fixed assets. ... ... ... ... ... .. 12,639 12,552 13,530
- Investment properties . .................. 2,940 3,100 4,400
- Other property and equipment............. 9,699 9,452 9,130
Goodwill and intangible assets. .. ........... 4,215 4,041 3,990
Deferred tax assets. . . .................... 377 143 120
Total Assets. . . ......................... 611,402 692,114 753,954
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EQUITY AND LIABILITIES

Deposits and balances of banks and other

financial institutions. ...............
Deposits from customers . .............
Trading liabilities. . ... ...............
Certificates of deposit issued...........
- At fair value through profit or loss . ..
- At amortised cost. .. ... ... ... ...
Current taxation. .. ..................
Debt securities issued . ...............
Deferred tax liabilities. ...............
Other accounts and provisions . . ........
Loan capital ........... ... .........
- At fair value through profit or loss . ..
- At amortised cost. . .. ... ... ... ...
Total Liabilities . .. .................
Share capital . ........ .. ... ... ... ...

Reserves .. .... ... ... . . ... . . . ... ...

Total equity attributable to owners of the

OTHER SELECTED FINANCIAL DATA

Loan to Deposit Ratio . . ..............
Capital Adequacy Ratio ..............
Average Liquidity Ratio ..............
Return on Average Assets .............

Return on Average Shareholders’ Funds . .

As at 31 December

2011
(Restated)

2012

2013

(in HK$ Millions)

R 15,923
R 467,354
ce 4,548
R 11,483
R 5,272
R 6,211
R 473
R 6,393
ce 461
R 35,982
R 16,741
ce 3,178
ce 13,563
ce 559,358
ce 5,190
ce 42,426

R 47,616
C 4,428

C 52,044
C 611,402

(%)

65.8
13.7
42.8
0.7
9.5
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(in HK$ Millions)

30,597
498,770
3,827
27,370
6,095
21,275
988
8,657
626
45,377
14,263
14,263
630,475
5,568
51,585

57,153
4,486

61,639
692,114

(%)
66.7
14.3
46.6

0.9

11.9

(in HK$ Millions)

28,923
534,971
4,556
42,929
8,509
34,420
1,353
4,728
647
53,981
13,632
13,632
685,720
5,724
57,958

63,682
4,552

68,234
753,954

(%)
70.1
15.9
47.0

0.9

11.0



INVESTMENT CONSIDERATIONS

Prospective investors should carefully take into account the considerations described below, in
addition to the other information contained herein, before investing in the Notes. The occurrence of
one or more events described below could have an adverse effect on the Group’s business, financial
condition, or results of operations, and could affect its ability to make payments of principal and
interest under the Notes. Additional considerations and uncertainties not currently known to BEA, or
which BEA currently deems immaterial, may also have an adverse effect on an investment in the Notes.

CONSIDERATIONS RELATING TO THE GROUP
Hong Kong Economy

The Group conducts most of its operations”’ and generates most of its revenue in Hong Kong. The
Group’s performance and the quality and growth of its assets are necessarily dependent on the overall
economy in Hong Kong. As a result, any downturn in the Hong Kong economy may adversely affect
the Group’s business, financial condition and the results of its operations.

In 2003, the Hong Kong economy was severely affected by the Severe Acute Respiratory System
(“SARS”) epidemic, which resulted in, among other things, increased provisions which negatively
affected the Group’s profitability. Although the Hong Kong economy had, to a great extent, recovered
from the impact of SARS in the subsequent years, the global credit markets have experienced, and may
continue to experience, significant dislocation and turbulence which originated from the liquidity
disruptions in the US credit and sub-prime residential mortgage markets since the second half of 2007.
Sub-prime mortgage loans in the United States have experienced increased rates of delinquencies,
foreclosures and losses. These and other related events, such as the collapse of a number of financial
institutions, have resulted in an economic slowdown in the US and most economies around the world,
substantial volatility in equity securities markets globally, fluctuations in foreign currency exchange
rates and volatility and tightening of liquidity in global credit markets. Although there has been
evidence of economic recovery mounting since the second half of 2009, recent economic downturns
and sovereign debt concerns in the United States and certain European countries have led to renewed
doubts regarding the sustainability of the global economic recovery. If there is any renewed economic
downturn or slowdown in global economic recovery, there can be no assurance that the Hong Kong
economy or the Group’s business, financial condition and results of operations will not be adversely
affected.

Although Hong Kong’s gross domestic product in real terms (after adjustment for inflation) rose by
4.8% in 2011, 1.5% in 2012 and 2.9% in 2013 (year-on-year), BEA expects the recovery of, and the
continued growth in, the Hong Kong economy to depend in part upon the economic performance of
the US and the PRC, as well as certain other developed countries. There can be no assurance that
future global events will not have an adverse effect on the Hong Kong economy and the Group.

Competition

The Group is subject to significant competition from many other Hong Kong and foreign banks and
financial institutions, including competitors which have significantly more financial and other capital
resources, higher market share, and stronger brand recognition than the Group. In particular, the
banking and financial services industry in Hong Kong is a mature market and, according to statistics
published by the HKMA, supported 21 Hong Kong incorporated licensed banks and 151 banks
incorporated outside Hong Kong as at 30 April 2014 competing for a customer population of
approximately 7 million people. Therefore, many of the international and local banks and niche

@M Operations based on size of total assets.
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players operating in Hong Kong compete for substantially the same customers as the Group. There is
a limited market, especially for retail banking products such as investment and insurance products,
home mortgage loans, credit cards, personal loans and transport lending businesses. The strength of
competition in the past few years has had an adverse impact on the pricing of certain products.

In recent years, competition among banks in Hong Kong for investment and insurance products, home
mortgage loans, credit cards, personal loans and transport lending business has become very
aggressive. There can be no assurance that increased competition will not have a material adverse
effect on the Group’s business, financial condition or results of operations.

In particular, since 2000, certain banks in Hong Kong, including BEA, have lowered interest rates
charged on non-Hong Kong government guaranteed new home mortgage advances (“Mortgage
Interest Rates”). As at 31 December 2012 and 2013, BEA charged an average of 1.84% (P-3.41%) and
1.86% (P-3.39%), respectively, on its home mortgage advances portfolio in Hong Kong, excluding the
Government Home Ownership Scheme (“GHOS”), Private Sector Participation Scheme (“PSPS”) and
Tenants Purchase Scheme (“TPS”) mortgages and staff advances, before accounting for the effect of
cash incentive payments. Competition among banks in Hong Kong for home mortgage loans could
result in further reductions in mortgage interest rates. Such reductions could have an adverse effect
on the Group’s business, financial condition or results of operations.

As a result of the intensified competition among banks, BEA has experienced downward pressure on
its profit margins in recent years. To counter the effects of increased competition, BEA has actively
pursued a strategy of diversifying its income sources by focusing on increasing its fee-based income,
introducing innovative products and, at the same time, improving the cost efficiency of its operations.
However, there can be no assurance that BEA will be able to compete successfully in the mature Hong
Kong banking market and sustain its profitability in future.

The banking industry in Mainland China is highly competitive. The market has been dominated by the
large state-owned commercial banks, which have long operating histories, well-established branch
networks, large customer bases and better brand recognition.

Moreover, the banking industry in Mainland China has been facing more challenges in recent years
as the PRC government implemented a series of measures to liberalise the banking industry. BEA
expects competition from foreign commercial banks to increase significantly as a number of foreign
banks have established locally-incorporated banks in Mainland China and previous restrictions on
their geographical presence, customer base and operating licences in Mainland China were removed
in April 2007 pursuant to the PRC’s World Trade Organisation (“WTQO”) commitments. Besides, the
China Banking Regulatory Commission (“CBRC”) will allow privately-owned banks to be set up in
the cities of Shanghai and Tianjin and in Guangdong and Zhejiang provinces, which will intensify the
competition of the banking sector in these regions.

In addition, the PRC’s Closer Economic Partnership Arrangement (“CEPA”) with Hong Kong and
Macau allows smaller banks from these jurisdictions to operate in Mainland China, which has also
increased competition in the banking industry in Mainland China. Many of these banks compete with
the Group for the same customer base and some of them may have greater financial, management and
technical resources than the Group.

The intensified competition in the markets where the Group operates may adversely affect the Group’s
business and prospects, the effectiveness of its strategies, its results of operations and financial
condition by potentially:

° reducing the Group’s market share in its principal products and services;

° reducing the growth of the Group’s loan and deposit portfolios and other products and services;

° reducing the Group’s interest income and net interest margin;



° reducing the Group’s fee and commission income;

o increasing the Group’s interest and operating expenses; and

° increasing competition for qualified managers and employees.
Expansion in Hong Kong and Mainland China Markets

The Group’s strategy involves expansion of its business in the Hong Kong and Mainland China
markets organically and through mergers and acquisitions (“M&A”) and alliances, if suitable
opportunities arise. BEA (China) obtained its business licence from the State Administration for
Industry and Commerce as a locally-incorporated bank on 29 March 2007 and officially commenced
business on 2 April 2007. The establishment of a locally-incorporated bank is one of the prerequisites
for RMB retail banking service in Mainland China.

Further expansion into Mainland China may present the Group with new risks and challenges, such
as more stringent and changing regulatory requirements, and new competition from online money
market funds. For discussion of recent or proposed acquisitions and disposals of the Group’s
businesses, see “Business of the Group — Mainland China and Other Asian Countries”. Expansion and
integration of new M&A and alliances in the Hong Kong and Mainland China markets may also require
significant financial, operational, administrative and management resources. The success of any M&A
and alliances will depend in part on the ability of BEA’s management to integrate the operations of
newly acquired businesses with its existing operations and, where applicable, to integrate various
departments, systems and processes. Consequently, the Group’s ability to implement its business
strategy may be constrained and the timing of such implementation may be affected due to the demand
placed on existing resources by the process. There can be no assurance that the acquired entities will
achieve the level of performance that BEA anticipates or that the projected demand for and margins
of the Group’s products and services will be realised. The failure to manage expansion effectively
could have an adverse effect on the Group’s business, financial condition and results of operations.

Changes in Regulations in the Mainland China Market

The regulations which apply to the Group’s business in the PRC are extensive, complex and frequently
changing. The PRC banking regulatory regime has been evolving continuously. Some of the changes
in rules and regulations may result in additional costs or restrictions on BEA (China)’s operations and
business expansion in China.

BEA (China)’s business and operations are directly affected by the changes in laws, rules, regulations
or policies relating to the PRC banking industry. As some of the banking laws, rules, regulations or
policies are relatively new, there is uncertainty regarding their interpretation and application. If BEA
(China) fails to comply with any of these laws, rules, regulations or policies, it may result in
enforcement actions, which may include fines to be imposed on BEA (China), restrictions on its
business activities, or in extreme cases, suspension or revocation of its business licences, which would
materially and adversely affect BEA (China)’s operations, reputation, business and financial position.

BEA (China) operates in a highly regulated industry. The principal regulators of the PRC banking
industry are CBRC, the People’s Bank of China (“PBOC”) and SAFE. CBRC requires all commercial
banks in China to maintain certain financial ratios, including but not limited to loan-to-deposit ratio
and Capital Adequacy Ratio (“CAR”).

In accordance with the Commercial Banking Law of the PRC, CBRC requires all commercial banks
in China to maintain a loan-to-deposit ratio of not more than 75%. If BEA (China) fails to fulfill this
mandatory requirement, it may result in restrictions on its business expansion imposed by CBRC, such
as suspension of new business application and establishment of new branch or sub-branch.



In recent years, CBRC has issued new regulations and guidelines governing the capital management
of all commercial banks in the PRC. According to the Regulation Governing Capital of Commercial
Bank (Provisional) released in June 2012, the new capital requirements of CBRC should be fulfilled
by all commercial banks in China on or before 31 December 2018. The minimum capital requirements
of CAR, Tier 1 CAR and Core Tier 1 CAR for non-systemically important banks in China are 8%, 6%
and 5% respectively. On top of the minimum capital requirements, all commercial banks should make
an additional provision of 2.5% on their risk weighted assets.

Dependence on Key Personnel and Recruitment

The Group’s ability to sustain its growth and meet future business demands depends on its ability to
attract, recruit and retain suitably skilled and qualified staff. Given the Group’s rapid expansion in the
Mainland China market, there can be no assurance that the Group will be able to recruit staff in
sufficient numbers or with sufficient experience, or that pressure on recruitment will not lead to
significant increases in the Group’s employment costs. Competition for suitably skilled and qualified
staff is particularly acute in Mainland China. Any of these factors could adversely affect the Group’s
business, financial condition and results of operations.

In addition, the Group also faces strong competition to retain skilled and qualified staff, and the loss
of key personnel or any inability to manage attrition levels in different employee categories may have
an adverse effect on the Group’s business, its ability to grow, increased employment and training and
development costs and its control over various business functions.

In 2012 and 2013, there were departures from BEA’s senior management, including Mr. William Chu
Kwan Lim (the former General Manager and Head of Corporate Banking Division), who resigned from
his office, and Mr. Chan Shuen Yuk (the former General Manager and Head of Operations Support
Division) and Mr. Simon Lau Chung Kwan (the former General Manager and Head of Personal
Banking Division), who retired from their offices. There can be no assurance that there will be no
further departures of personnel from the senior management of BEA and that, if future departures do
occur, the Group’s business and operations will not be adversely affected.

Expanding Range of Products and Services Offered in Mainland China

In order to meet the needs of its customers and to expand its business, the Group has widened the range
of products and services offered by BEA (China). Expansion of the business of the Group in Mainland
China is subject to certain risks and challenges, including:

° may not be able to obtain regulatory approval for new products or services;

° new products and services may not be accepted by customers or are not able to generate the
Group’s expected return;

° difficulties in recruiting experienced professionals or qualified personnel to offer new products
and services, due to keen competition in the labour market; and

° may not be able to enhance risk management capabilities and information technology systems to
support a broader range of products and services.

If the Group is not able to achieve the intended results with respect to its new products and services

to be offered in Mainland China, this could have an adverse effect on the business, financial condition
and results of operations of the Group.
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Exposure to Mainland China Market

As at 30 April 2014, BEA’s wholly-owned subsidiary, BEA (China), headquartered in Shanghai,
operated 27 branches in Shanghai, Beijing, Tianjin, Harbin, Dalian, Shenyang, Qingdao, Shijiazhuang,
Zhengzhou, Urumgqi, Hangzhou, Nanjing, Suzhou, Chengdu, Chongqing, Wuhan, Hefei, Xi’an,
Shenzhen, Guangzhou, Zhuhai, Xiamen, Changsha, Kunming, Ningbo, Jinan and Wuxi as well as 98
sub-branches (including 16 cross-location sub-branches in Guangdong province established under the
liberalisation measures of Supplement VI to the CEPA). BEA (China) also operated seven 24-hour
self-service banking centres and more than 230 ATMs in major urban areas in Mainland China. In
addition to the BEA (China) network, BEA operates a representative office in Fuzhou, and a rural bank
in Fuping County, Weinan City in Shaanxi province. BEA (China) has also obtained preliminary
approval to establish two new branches in Mainland China. In addition, BEA maintains two branches
in Taiwan, which are located in Taipei and Kaohsiung, and one branch and four sub-branches in
Macau. In addition, BEA offers a full array of wealth management services in Taiwan through its
wholly-owned subsidiary, BEAWMS.

As at 31 December 2011, 2012 and 2013, advances to customers made by the Group’s operations in
Mainland China, Taiwan and Macau collectively amounted to HK$119,313 million, HK$137,675
million and HK$156,479 million, respectively, representing approximately 37.8%, 39.3% and 38.6%,
respectively, of the Group’s total advances to customers. The value of the Group’s advances in
Mainland China, as well as its advances to companies that have business interests in Mainland China,
may be influenced by the general state of the PRC economy and may be affected by significant
political, social or legal uncertainties or changes in Mainland China (including changes in political
leadership, inflation rate, exchange controls and exchange rate, and the impact on the changes in
regulations governing banking and other businesses). There can be no assurance that the Group’s
continued exposure to Mainland China or its strategy to grow its business in Mainland China will not
have a negative impact on the Group’s earnings or an adverse effect on the Group’s business, financial
condition or results of operations or that the economic and political environment in Mainland China
will remain favourable to the Group’s business in Mainland China in the future.

Concentration Risk — Exposure to the Property Market

The Group has significant direct and indirect exposure to the property market particularly in Hong
Kong and Mainland China through its portfolio of property related advances and property used as
collateral.

As at 31 December 2013, the Group’s property related loans amounted to HK$195,959 million,
representing approximately 48.34% of the Group’s total loan portfolio. As at 31 December 2013, the
Group’s property related loans in Mainland China, Taiwan and Macau collectively amounted to
HK$70,802 million, representing approximately 45.2% of the Group’s total outstanding customer
advances in those locations.

As at 31 December 2011, 2012 and 2013, home mortgage advances (including advances under GHOS,
PSPS and TDS) in Hong Kong represented one of the most significant segments of the Group’s total
advances to customers, which amounted to HK$28,625 million, HK$26,508 million and HK$29,633
million, respectively, which accounted for approximately 9.1%, 7.6% and 7.3%, respectively, of the
Group’s total advances to customers. In particular, advances under GHOS, PSPS and TPS accounted
for HK$1,379 million, HK$1,171 million and HK$1,096 million, respectively, or approximately 0.4%,
0.3% and 0.3%, respectively, of the Group’s total advances to customers. Advances for property
development and investment in Hong Kong amounted to HK$52,693 million, HK$52,982 million and
HK$51,317 million, which accounted for approximately 16.7%, 15.1% and 12.7%, respectively, of the
Group’s total advances to customers.
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The Hong Kong and the PRC property markets are highly cyclical and property prices in general have
been volatile. For example, Hong Kong residential property prices, after reaching record highs in
1997, fell significantly as a result of the Asian economic downturn. In addition, while the Hong Kong
property market showed improvement during the period from 2004 to the first half of 2008, property
prices in Hong Kong declined in the second half of 2008 and early 2009, and have generally increased
since the second half of 2009. Despite the introduction by the HKMA of prudential measures for
mortgage lending and the implementation by the Hong Kong government of cooling measures from
time to time as means to address the increasing risk of property price bubble, property prices in Hong
Kong continued to follow an upward trend in recent years.

Property prices in Hong Kong are affected by a number of factors, including, among other things, the
supply of, and demand for, comparable properties, the rate of economic growth in Hong Kong,
political and economic developments in the PRC, and the relationship between the PRC, Hong Kong
and other countries. In Hong Kong, the HKMA has implemented regulatory measures in recent years
to mitigate risks in residential mortgage lending in the banking sector. This has included prudential
measures implemented gradually between late 2009 and mid-2011 to lower loan-to-value ratio caps for
mortgages on various ranges of high end properties, from 60 per cent. to 50 per cent. currently, which
has had a negative impact on property values in Hong Kong.

In the PRC, a build-up in inflationary pressure, resulting from changes in the external economic and
political environment and a prolonged period of negative interest rates, fuelled a strong housing
demand for wealth preservation during 2010. From time to time, the PRC government has launched
various initiatives to rein in excessive appreciation in housing prices and as a result of these regulatory
measures, the property market in the PRC has showed significant volatility in recent years.

Accordingly, any prolonged decrease or fluctuations in property values or liquidity of the Hong Kong
and the PRC property markets could adversely affect the Group’s business, financial condition and
results of operations.

Liquidity and Short-Term Funding

Most of the Group’s funding requirements are met through short-term funding sources, primarily in
the form of customer and interbank deposits. As at 31 December 2011, 2012 and 2013, approximately
80.3%, 77.4% and 75.6%, respectively, of the Group’s customer deposits had a remaining maturity of
three months or less. Historically, a substantial portion of such customer deposits has been rolled over
upon maturity and these deposits have been, in essence, a stable source of long-term funding.
However, there can be no assurance that this pattern will continue. If a substantial number of
depositors fail to roll over deposited funds upon maturity, the Group’s liquidity position would be
adversely affected and the Group may need to seek alternative sources of short-term or long-term
funding to finance its operations, which may be more expensive than existing deposits.

Although the Group has issued debt securities to diversify its funding sources, customer deposits
remain its primary funding source in Hong Kong. In Mainland China, the Group’s strategy is to
increase the growth of customer RMB deposits in order to maintain stability in its source of funds and
to minimise costs associated with interbank lending. From 31 December 2011 to 31 December 2013,
the Group’s total deposits increased from HK$478,837 million to HK$577,900 million, and the
Group’s retail deposits grew from HK$467,354 million to HK$534,971 million. However, there are
many factors affecting the growth of the Group’s deposits, some of which are beyond the Group’s
control, such as economic and political conditions, the availability of alternative investment choices
(including but not limited to securities issued by governmental or corporate entities, unit trusts and
mutual funds, investment-linked assurance schemes and structured investment products) and retail
customers’ changing perceptions toward savings. There can be no assurance that the Group will be
able to grow its customer deposits at a pace sufficient to support its expanding business.
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As part of its measures to maintain the liquidity of, and confidence in, the Hong Kong financial
markets, the Hong Kong government introduced in 2006 a Deposit Protection Scheme to provide a
level of protection to depositors with deposits held with authorised institutions in Hong Kong. An
enhanced Deposit Protection Scheme with an increased protection limit of HK$500,000 and expanded
coverage including deposits pledged as security for banking services, came into effect on 1 January
2011. However, there can be no assurance that the level of customer deposits, and therefore of the
Group’s liquidity, will not be adversely affected by the withdrawal of, or any changes to, the Deposit
Protection Scheme in the future.

The HKMA acts as the lender of last resort to all authorised institutions in Hong Kong to provide
liquidity support in the banking system generally as well as to specific institutions. As at 31 December
2013, 10.2% of BEA’s interest-earning assets are acceptable to the HKMA for such emergency funding
support, and such asset figures are subject to review by HKMA twice a month. Although the Hong
Kong government has in the past taken measures on a case-by-case basis to maintain or restore public
confidence in individual banks with an isolated liquidity crisis, there can be no assurance that the
HKMA will provide such assistance in the future or that it would elect to provide such assistance in
the future to BEA in the event of a liquidity crisis.

If the Group fails to maintain its expected growth rate in deposits or if a substantial portion of the
Group’s depositors withdraw their demand deposits or do not roll over their time deposits upon
maturity, the liquidity position, financial condition and results of operations of the Group may be
materially and adversely affected and the Group may need to seek more expensive sources of funding
to meet its funding requirements.

Interest Rate Risk

As with most banks, the Group’s net interest income is a significant factor in determining its overall
financial performance. For the years ended 31 December 2011, 2012 and 2013, the Group’s net interest
income represented approximately 72.9%, 64.4% and 70.5%, respectively, of its operating income.
Interest rates in Hong Kong have remained relatively low and have been falling steadily in recent
years, however there can be no assurance that interest rates will not be raised or that increases in
interest rates will not be frequent. The Group realises income from the margin between income earned
on its assets and interest paid on its liabilities. The Group’s net interest rate margins, as the weighted
average of the difference between interest rates on the loan advances made by, and the cost of debt
funding for BEA, for the years ended 31 December 2011, 2012 and 2013 were approximately 1.75%,
1.67% and 1.90%, respectively. As some of its assets and liabilities are repriced at different times, the
Group is vulnerable to fluctuations in market interest rates. As a result, volatility in interest rates
could have an adverse effect on the Group’s business, financial condition, liquidity and results of
operations.

An increase in interest rates could lead to a decline in the value of securities in the Group’s portfolio.
A sustained increase in interest rates could also raise the Group’s funding costs without a
proportionate increase, or any increase at all, in loan demand. Rising interest rates would therefore
require the Group to re-balance its assets and liabilities in order to minimise the risk of potential
mismatches and maintain its profitability. In addition, high interest rate levels may adversely affect
the economy in Hong Kong and the financial condition and repayment ability of its corporate and
retail borrowers, including holders of credit cards, which in turn may lead to a deterioration in the
Group’s credit portfolio.

Classification of Advances and Adequacy of Allowance for Advance Losses

In 2007, Hong Kong implemented the Revised Framework of International Convergence of Capital
Measurement and Capital Standards (“Basel II”). In accordance with guidelines set by the HKMA,
BEA obtained approval to adopt the Foundation Internal Ratings-based Approach, and classifies its
advances into twenty grades under which impaired loans are classified into one of the following three
categories corresponding to levels of risk: “Sub-standard”, “Doubtful” and “Loss”. See “Selected
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Statistical and Other Information”. The classification of impaired advances depends on various
quantitative and qualitative factors, including the number of months by which payments have fallen
into arrears, the type of advance, the tenor of the advance and the expected recovery status of the
advance.

In December 2010, the Basel Committee on Banking Supervision (the “Basel Committee”) issued the
final regulatory framework under the new Basel Capital Accord of the Bank for International
Settlements (known as “Basel III”) presenting the Committee’s reforms to strengthen capital and
liquidity standards in order to promote a more resilient banking sector.

In line with the international implementation timetable set by the Basel Committee, the Basel III rules
pertaining to capital standards have been enacted into local banking regulations and implemented in
Hong Kong on 1 January 2013. While transitional implementation is allowed for some of the
standards, a substantial portion of the Basel III capital framework has already been implemented in
full since 1 January 2013 and is reflected in the Group’s position for the financial year ended 31
December 2013.

The laws, regulations and guidelines governing the banking industry in Hong Kong differ from those
applicable in certain other countries in certain respects and may result in particular advances being
classified as impaired loan advances at a different time or being classified in a category reflecting a
different degree of risk than would be required in certain other countries. While BEA believes that the
Group’s lending policies are more prudent than those that are required under Hong Kong laws and
regulations, the Group is not required to maintain such policies at levels above those generally
applicable to banks in Hong Kong. For a description of the banking regulations that apply to banks
in Hong Kong, see “Regulation and Supervision — Regulation and Supervision in Hong Kong”.

Currency Risks

The majority of the Group’s revenue is generated spot in Hong Kong dollars. Nonetheless, as at 31
December 2011, 2012 and 2013, the Group held a substantial part of its spot assets in U.S. dollars
amounting to HK$156,922 million, HK$150,217 million and HK$185,817 million, respectively.
Although the Hong Kong dollar has been linked to the U.S. dollar since 1983, there can be no
assurance that such linkage will be maintained in the future. In order to ensure continued liquidity of
the Hong Kong dollar, the HKMA has entered into bilateral repurchase agreements with the central
banks of Australia, Mainland China, Indonesia, Japan, Korea, Malaysia, New Zealand, the Philippines,
Singapore and Thailand. In addition, the Hong Kong government has in the past expressed its
commitment to maintaining exchange rate stability under the Linked Exchange Rate System, an
automatic interest rate adjustment mechanism. However, there can be no assurance that the Hong Kong
dollar will continue to be linked to the U.S. dollar or that, in the event of a liquidity problem affecting
the Hong Kong dollar, such bilateral repurchase agreements or automatic interest rate adjustment
mechanism will help to maintain adequate liquidity of the Hong Kong dollar. The Group’s business,
financial condition and results of operations could be adversely affected by the impact on the Hong
Kong economy of the discontinuation of the link of the Hong Kong dollar to the U.S. dollar or any
revaluation of the Hong Kong dollar.

The Group’s Unsecured Lending Portfolio

A part of the Group’s corporate loan portfolio comprises unsecured loans, the repayment of which is
largely dependent on the cashflow of the borrower and adherence to the financial covenants contained
in the loans. The majority of the Group’s personal banking loan portfolio comprises loans secured by
properties while the remaining portion comprises mainly unsecured personal loans and credit card
receivables, which generally carry higher rates of interest. As at 31 December 2011, 2012 and 2013,
at least 70% of the Group’s advances were secured by collateral. Although the Group carefully
assesses the repayment ability of such borrowers, loan products which are not secured by any
collateral entail a higher degree of credit risk than secured loan products. If there is a downturn in the
economy, the credit quality and charge-off rates experienced by the Group may deteriorate.



Investments in Debt Securities

The Group holds a portfolio of debt securities with different investment grades. The Group has
analysed its investments in debt securities according to the designation of external credit institutions
such as Moody’s. As at 31 December 2013, the Group had a total investment in debt securities of
HK$88,948 million, of which approximately 12% were rated Aaa, approximately 25% were rated
between Aal to Aa3, approximately 34% were rated between Al to A3, approximately 18% were rated
lower than A3 and approximately 11% were unrated.

Given the uncertainties in the current credit and capital markets, there can be no assurance that the
Group will not suffer any future marked-to-market losses on its original investment amount in its
portfolio of debt securities.

Operational Risks Associated with the Group’s Industry

Like all other financial institutions, the Group is exposed to many types of operational risks, including
the risk of fraud, unauthorised transactions or other misconduct by employees (including the violation
of regulations for the prevention of corrupt practices, and other regulations governing the Group’s
business activities), or operational errors, including clerical or record keeping errors or errors
resulting from faulty computer or telecommunications systems. There can be no assurance that any of
such operational risks or operational errors will not materialise or occur in the future, or that, if such
risks or errors do materialise or occur, the Group’s business, reputation, results of operations and
financial conditions will not be adversely affected. The Group is further exposed to the risk that
external vendors may be unable to fulfil their contractual obligations to it (or will be subject to the
same risk of fraud or operational errors by their employees). For example, the Group uses direct
marketing associates to market its retail credit products, and the Group also outsources some functions
to other agencies. Moreover, the Group is exposed to the risk that its (or its vendors’) business
continuity and data security systems prove not to be sufficient in case of a system failure or natural
disaster.

Given the Group’s high volume of transactions, certain errors may be repeated or compounded before
they are discovered and successfully rectified. In addition, the Group’s dependence upon automated
systems to record and process transactions may further increase the risk of technical system flaws or
employee tampering or manipulation of those systems that will result in losses that may be difficult
to detect. The Group may also be subject to disruptions of its operating systems, arising from events
that are wholly or partially beyond its control (including, for example, computer viruses or electrical
or telecommunication outages), which may give rise to a deterioration in customer service and to loss
or liability to it. The Group also faces the risk that the design of its controls and procedures may prove
inadequate or are circumvented, thereby causing delays in detection of errors in information.
Although, like all other financial institutions, the Group maintains a system of controls designed to
reduce operational risks to a reasonably low level, the Group has suffered losses from operational risks
and there can be no assurance that the Group will not suffer material losses from operational risks in
the future. The Group’s reputation could be adversely affected by the occurrence of any such events
involving its employees, customers or third parties. In addition to internal factors that may affect the
Group’s operations, the rapid growth and expansion of its business in recent years as compared to
other banks may have also resulted in increasing complexity in its internal and external control
systems and risk management measures, which may add to its operational risks.

Information Technology Systems

The Group is highly dependent on the ability of its information technology systems to process
accurately a large number of transactions across numerous and diverse markets and its broad range of
products in a timely manner. The proper functioning of its financial control, risk management,
accounting, customer service and other data processing systems, together with the communication
networks between its various branches and sub-branches and its main data processing centres, are
critical to its business and its ability to compete effectively. Although there is backup data for key data
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processing systems and the Group has established a backup system to carry on principal functions in
the event of a catastrophe or a failure of its primary systems, there can be no assurance that the
Group’s operations will not be materially disrupted if there is a partial or complete failure of any of
these primary information technology systems or communications networks. Such failures could be
caused by, among other things, software bugs, computer virus attacks or conversion errors due to
system upgrading. In addition, any security breach caused by unauthorised access to information or
systems, loss or corruption of data and malfunction of software, hardware or other computer
equipment could have a material adverse effect on the Group’s business, reputation, results of
operations and financial condition.

In addition, the Group’s ability to remain competitive will depend in part on its ability to upgrade its
information technology systems on a timely and cost-effective basis. Additionally, the information
available to and received by the Group through its existing information technology systems may not
be timely or sufficient for the Group to manage risks and plan for, and respond to, market changes and
other developments in its current operating environment. The Group is making, and intends to
continue to make, investments to improve or upgrade its information technology systems. Any
substantial failure to improve or upgrade its information technology systems effectively or on a timely
basis could have a material adverse effect on the Group’s competitiveness, financial condition and
results of operations.

Internet Banking Services

To the extent that the Group’s internet banking activities involve the storage and transmission of
confidential information, security breaches could expose the Group to possible liability and damage
the Group’s reputation. The Group’s networks may be vulnerable to unauthorised access, computer
viruses and other disruptive problems. Costs incurred in rectifying any such disruptive problems may
be high and may adversely affect the Group’s business, financial condition and results of operations.
Concerns regarding security risks may deter the Group’s existing and potential customers from using
its internet banking products and services. Eliminating computer viruses and alleviating other security
problems may result in interruptions, delays or termination of service to users accessing the Group’s
Cyberbanking services. Undetected defects in software products that the Group uses when providing
its Cyberbanking services, and the Group’s inability to sustain a high volume of traffic, may have a
material adverse effect on the Group’s internet banking business.

Different Corporate Disclosure and Regulatory Requirements

BEA'’s issued shares are listed on HKSE and, as such, BEA is required to publish annual audited and
semi-annual unaudited financial information. The amount of information publicly available to
investors in Hong Kong is governed by the Listing Rules of HKSE and the Banking (Disclosure) Rules
regulated by the HKMA.

Under the Banking Ordinance (Cap. 155) of Hong Kong (the “Banking Ordinance”), the HKMA
regulates the business activities and operations of commercial banks and has the ability to influence
banking and financial markets generally. Potential investors should be aware that regulatory
requirements in Hong Kong may differ from those that prevail in other countries. See “Regulation and
Supervision — Regulation and Supervision in Hong Kong.” Since the Group operates in the highly
regulated banking and securities industries in Hong Kong, potential investors should also be aware
that the regulatory authorities have been consistently imposing higher standards and developing new
guidelines and regulatory requirements such as the Basel III capital adequacy standards which have
been recently adopted in Hong Kong.
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In December 2010 and January 2011, the Basel Committee issued the Basel III requirements to raise
the quality, consistency and transparency of banks’ capital base and new global liquidity standards.
Among other things, Basel III will increase the minimum capital adequacy ratio requirements in
relation to risk-weighted assets, with the common equity requirement rising from 2 per cent. to 4.5 per
cent. and the Tier 1 capital requirements rising from 4 per cent. to 6 per cent. The total minimum
capital requirement remains unchanged at 8 per cent.

The Basel Committee’s press release dated 13 January 2011 entitled “Minimum requirements to ensure
loss absorbency at the point of non-viability” included the following statements:

“The terms and conditions of all non-common Tier 1 and Tier 2 instruments issued by an
internationally active bank must have a provision that requires such instruments, at the option
of the relevant authority, to either be written off or converted into common equity upon the
occurrence of the trigger event unless:

(a) the governing jurisdiction of the bank has in place laws that (i) require such Tier 1 and Tier
2 instruments to be written off upon such event, or (ii) otherwise require such instruments
to fully absorb losses before tax payers are exposed to loss;

(b) a peer group review confirms that the jurisdiction conforms with clause (a); and

(c) it is disclosed by the relevant regulator and by the issuing bank, in issuance documents
going forward, that such instruments are subject to loss under clause (a) in this
paragraph.”

The release also states as follows:

“The trigger event is the earlier of: (1) a decision that a write-off, without which the firm would
become non-viable, is necessary, as determined by the relevant authority; and (2) the decision
to make a public sector injection of capital, or equivalent support, without which the firm would
have become non-viable, as determined by the relevant authority”

(for the purposes of this Offering Circular, each a “Non-Viability Event”).

The initial stage of these proposed Basel III reforms has been implemented by the government of Hong
Kong since the beginning of 2013, and the full implementation of the reforms is expected to be
completed by 2019.

These standards require banks to disclose key pieces of information on capital, risk exposures, risk
assessment processes and hence capital adequacy. The aim of the new standards is to encourage banks
to demonstrate to the market participants that their risk management systems are robust and that all
relevant risks have been identified and controlled. While transitional implementation is allowed for
some of the standards, a substantial portion of the Basel III capital framework has already been
implemented in full since 1 January 2013 and is reflected in the Group’s position for the financial year
ended 31 December 2013.

Regarding the Basel III liquidity standards, the HKMA has expressed its intention to implement the
standards in full following the Basel schedule as closely as practicable. The legislative procedures to
enact the liquidity standards into local regulations are underway. To better prepare for compliance
with the Basel III liquidity standards, the Group has actively participated in the global quantitative
impact studies initiated by the Basel Committee to assess the impact of the Basel III liquidity
standards on its position and incorporated the potential impact in its asset mix strategy. The Group has
also started identifying any gaps in data collection and reporting systems. Compliance with the new
liquidity standards may require adjustments to the Group’s asset mix and impact existing business
models, and the Group may incur additional costs in monitoring compliance with the new standards.



Certain products and services provided by the Group are regulated by other regulators including the
Securities and Futures Commission (the “SFC”) in Hong Kong. The Group carefully manages legal
and compliance risks, including in relation to the sale of financial products and anti-money laundering
regulations. Since 2007, the regulators in Hong Kong have introduced recommendations which are
intended to provide tighter control and more transparency in the Hong Kong banking sector, in
particular, in relation to the marketing and sale of investment products.

In May 2010, the HKMA and the SFC each launched new investor protection measures. The HKMA
measures apply to the sale of non-listed derivative products to retail customers. Authorised institutions
are required to offer a pre-investment cooling-off period to certain groups of customers, such as
elderly customers and first-time buyers with a high concentration (over 20 per cent. of the customer’s
assets). The SFC measures apply to the sale of unlisted structured investment products with a tenor
of more than a year. Issuers of unlisted structured investment products are required to provide a
five-day ’cooling-off’ period to investors. On 28 December 2010, the Group implemented the
pre-investment cooling-off period. The Group continues to review its internal procedures and controls
on risk exposures and implement new measures governing the sale process for financial products.
Other recent measures that the Group implemented include, for example, the implementation on 4
September 2011 of investor characterisation measures, which were required to be implemented as part
of the “Know Your Client” process, which seek from clients information in relation to each client’s
knowledge of derivative products.

The Group has taken steps to implement the recommendations by relevant regulators and to comply
with any new or modified regulations. Increased regulation and the requirement for more stringent
investor protections have increased its operational and compliance expenses. Any changes in
regulation, governmental policies, income tax laws or rules and accounting principles, as well as
international conventions and standards relating to commercial banking operations in Hong Kong,
could affect the Group’s operations. There can be no assurance that the relevant regulatory authorities
will not implement further regulations and that such change will not materially increase the Group’s
operational and compliance cost or adversely affect its business or operations. There can also be no
assurance that breaches of legislation or regulations by the Group will not occur and, to the extent that
such a breach does occur, that significant liability or penalties will not be incurred.

Minimum Regulatory Capital and Liquidity Requirements

The Group is subject to the risk, inherent in all regulated financial businesses, of having insufficient
capital resources to meet the minimum regulatory capital requirements. Currently, under Basel II,
capital requirements are inherently more sensitive to market movements than under previous regimes
and capital requirements will increase if economic conditions or negative trends in the financial
markets worsen. Any failure of the Group to maintain its minimum regulatory capital ratios could
result in administrative actions or sanctions, which in turn may have a material adverse impact on the
Group’s results of operations. A shortage of available capital might restrict the Group’s opportunities
for expansion.

In the future, under Basel III, capital and liquidity requirements are expected to increase. On 17
December 2009, the Basel Committee proposed a number of fundamental reforms to the regulatory
capital framework in its consultative document entitled ‘Strengthening the resilience of the banking
sector’. On 16 December 2010 and on 13 January 2011, the Basel Committee issued its final guidance
on Basel III. The Basel Committee’s package of reforms includes increasing the minimum common
equity (or equivalent) requirement and the total Tier 1 capital requirement. In addition, banks will be
required to maintain, in the form of common equity (or equivalent), a capital conservation buffer to
withstand future periods of stress. If there is excess credit growth in any given country resulting in
a system-wide build up of risk, a countercyclical buffer of common equity is to be applied as an
extension of the conservation buffer. The role of any other fully loss absorbing capital in the context
of any countercyclical buffer remains under discussion according to the guidance issued by the Basel
Committee on 16 December 2010 (as revised in June 2011). Furthermore, systemically important
banks should have loss absorbing capacity beyond these standards. The Basel III reforms also require
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Tier 1 and Tier 2 capital instruments to be more loss-absorbing. The reforms therefore increase the
minimum quantity and quality of capital which banks are obliged to maintain. There can be no
assurance as to the availability or cost of such capital. The capital requirements are to be
supplemented by a leverage ratio, and a liquidity coverage ratio and a net stable funding ratio will also
be introduced. The initial stage of the proposed reforms has been implemented since the beginning of
2013, however the requirements are subject to a series of transitional arrangements and will be phased
in over a period of time, to be fully effective by 2019.

There can be no assurance that, prior to its full implementation by 2019, the Basel Committee will not
amend the package of reforms described above. Further, the HKMA or other authorities having
oversight of the Issuer at the relevant time (the “Relevant Authority”) may implement the package
of reforms in a manner that is different from that which is currently envisaged, or may impose
additional capital requirements on authorised institutions. If the regulatory capital requirements,
liquidity restrictions or ratios applied to the Group are increased in the future, any failure of the Group
to maintain such increased regulatory capital ratios could result in administrative actions or sanctions,
which may have an adverse effect on the Group’s results of operations.

Recurrence of SARS, Human Swine Influenza A (HIN1), Avian or Swine Influenza or Other
Highly Contagious Diseases in Asia and Elsewhere

In 2003, there was an outbreak of SARS, a highly contagious and potentially deadly disease in Hong
Kong, along with many other countries in Asia. The SARS outbreak had a significant adverse impact
on the economies of the affected countries. Since the latter half of 2005, there have been media reports
regarding the spread of the H5N1 virus or “Avian Influenza A” among birds and poultry and, in some
isolated cases, transmission of Avian Influenza A virus from animals to human beings. Similarly, since
early 2009, there have been reports regarding the spread of the HINI1 virus or “Swine Influenza A”
from animals to humans and, in some isolated cases, of human-to-human transmission of Swine
Influenza A. As at 30 April 2014, a number of cases of the H7N9 and H10NS viruses, different strands
of Avian Influenza A, were reported in the PRC, while a few cases of the H7N9 virus were reported
in Hong Kong. In December 2013, the “Serious Response Level” under the Hong Kong government’s
Preparedness Plan for Influenza Pandemic was activated.

There can be no assurance that there will not be a recurrence of the outbreak of SARS or other
epidemics, or that incidents of avian or swine influenza or Human Swine Influenza A (HIN1) will not
increase. The SARS outbreak caused an adverse effect on the economies of the affected regions,
including Hong Kong and Mainland China. Like other financial institutions, the Group’s operations
in those affected regions were influenced by a number of SARS-related factors including, but not
limited to, a decline in demand for residential mortgage advances, a reduction in the number of
customers visiting the Group’s branches and an adverse impact on asset quality due to a weakened
economy and higher unemployment rate. There can be no assurance that the Group’s business,
financial condition and result of operations would not be adversely affected if another outbreak of
SARS or another highly contagious disease occurs.

Further Issuance of Securities

The Group’s financial condition, results of operations and capital position are affected by a range of
factors such as economic conditions, interest rates, the credit environment, asset quality, operating
income and level of provisioning. A slowdown in the economy could lead to a deterioration in the
Group’s asset quality and an increase in provisions for bad and doubtful debts, which may result in
a deterioration of BEA’s capital adequacy position or breach capital requirements under Hong Kong
law, rules and regulations (including guidelines issued by the HKMA).

In order to strengthen its capital adequacy position or to ensure that it remains in compliance with
applicable capital requirements under Hong Kong law, rules and regulations (including guidelines
issued by the HKMA), the Group may from time to time raise additional capital through such means
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and in such manner as it may consider appropriate including, without limitation, the issue of further
subordinated notes or other hybrid capital instruments, subject to any regulatory approval that may be
required. There can be no assurance that such future capital raising activities will not adversely affect
the market price of the Notes in the secondary market.

CONSIDERATIONS RELATING TO THE NOTES
The Notes may not be a suitable investment for potential investors

Each potential investor must determine the suitability of any Notes in light of its own circumstances.
In particular, each potential investor should:

(i) have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes,
the merits and risks of investing in the relevant Notes and the information contained or
incorporated by reference in this Offering Circular or any applicable supplement;

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant Notes and the impact such investment
will have on its overall investment portfolio;

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the
relevant Notes, including where principal or interest is payable in one or more currencies, or
where the currency for principal or interest payments is different from its currency;

(iv) understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any
relevant indices and financial markets; and

(v) Dbe able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Some Notes may be complex financial instruments and such instruments may be purchased as a way
to reduce risk or enhance yield with an understood, measured, appropriate addition of risk to a
potential investor’s overall portfolios. No potential investor should invest in Notes which are complex
financial instruments unless it has the expertise (either alone or with the help of a financial adviser)
to evaluate how the Notes will perform under changing conditions, the resulting effects on the value
of such Notes and the impact this investment will have on its overall investment portfolio.

Modification, Waivers and Substitution

The Conditions contain provisions for calling meetings of Noteholders to consider matters affecting
their interests generally. These provisions permit defined majorities to bind all Noteholders including
Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in a
manner contrary to the majority.

The Conditions also provide that the Trustee may, without the consent of the Noteholders, (i) agree
to any modification of the Conditions or the Trust Deed if such modification will not in its opinion
be materially prejudicial to the interests of Noteholders and to any modification of the Notes, the Trust
Deed or the Agency Agreement which is of a formal, minor or technical nature or is to correct a
manifest error or to comply with any mandatory provision of law or (ii) authorise or waive any
proposed breach or breach of the Notes or the Trust Deed if in its opinion the interests of the
Noteholders will not be materially prejudiced or (iii) agree to the substitution of another entity as
principal debtor under the Notes in place of BEA, in the circumstances described in the Trust Deed
and Condition 11(c). Such power, however, does not extend to any such modification as is mentioned
in the provision to paragraph 2 of Schedule 3 to the Trust Deed.



Change of Law

The Conditions, and any non-contractual obligations arising out of or in connection with them, are
governed by English law (except for the provisions relating to subordination which are governed by
Hong Kong law). No assurance can be given as to the impact of any possible judicial decision or
change to English or Hong Kong law or administrative practice after the date of issue of the relevant
Notes.

Secondary Market

The Notes may have no established trading market when issued and one may never develop. If a
market does develop, it may not be liquid. Therefore, investors may not be able to sell their Notes
easily or at prices that will provide them with a yield comparable to similar investments that have a
developed secondary market. Illiquidity may have a material adverse effect on the market value of
Notes.

The Trustee may request Noteholders to provide an indemnity and/or security and/or prefunding
to its satisfaction.

In certain circumstances (including without limitation the giving of notice to the Issuer pursuant to
Condition 10 and the taking of enforcement steps under Condition 12), the Trustee may (at its sole
discretion) request Noteholders to provide an indemnity and/or security and/or prefunding to its
satisfaction before it takes actions on behalf of Noteholders. The Trustee shall not be obliged to take
any such actions if not indemnified and/or secured and/or prefunded to its satisfaction. Negotiating
and agreeing to an indemnity and/or security and/or prefunding can be a lengthy process and may
impact on when such actions can be taken. The Trustee may not be able to take actions,
notwithstanding the provision of an indemnity or security or prefunding to it, in breach of the terms
of the Trust Deed (as defined in the Conditions) or in circumstances where there is uncertainty or
dispute as to applicable laws or regulations and/or its rights to do so under the Trust Deed and/or the
Conditions and, to the extent permitted by the Trust Deed and the Conditions and applicable law and
regulations, it will be for the Noteholders to take such actions directly.

Exchange rate risks and exchange controls may result in a potential investor receiving less
interest or principal than expected

The Issuer will pay principal and interest on the Notes in the currency specified. This presents certain
risks relating to currency conversions if a potential investor’s financial activities are denominated
principally in a currency or currency unit (the “Investor’s Currency”) other than the Currency in
which the Notes are denominated. These include the risk that exchange rates may significantly change
(including changes due to devaluation of the currency in which the Notes are denominated or
revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction over the
Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the
Investor’s Currency relative to the Currency in which the Notes are denominated would decrease (i)
the Investor’s Currency equivalent yield on the Notes, (ii) the Investor’s Currency equivalent value
of the principal payable on the Notes and (iii) the Investor’s Currency equivalent market value of the
Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable exchange rate. As a result, a potential investor may receive
less interest or principal than expected, or no interest or principal.

Lack of Public Market for the Notes

There can be no assurance as to the liquidity of the Notes or that an active trading market will develop.
If such a market were to develop, the Notes may trade at prices that may be higher or lower than the
initial issue price depending on many factors, including prevailing interest rates, the Group’s
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operations and the market for similar securities. The Dealers are not obliged to make a market in the
Notes and any such market making, if commenced, may be discontinued at any time at the sole
discretion of the relevant Dealers. No assurance can be given as to the liquidity of, or trading market
for, the Notes.

Inability to comply with the restrictions and covenants contained in the Group’s debt agreements

If the Group is unable to comply with the restrictions and covenants in its current or future debt and
other agreements, there could be a default under the terms of these agreements. In the event of a
default under these agreements, the holders of the debt could terminate their commitments to lend to
the Group, accelerate the debt and declare all amounts borrowed due and payable or terminate the
agreements, whichever the case may be.

Majority interests in Noteholder meetings

The Conditions of the Notes contain provisions for calling meetings of Noteholders to consider
matters affecting their interests generally. These provisions permit defined majorities to bind all
Noteholders including Noteholders who did not attend and vote at the relevant meeting and
Noteholders who voted in a manner contrary to the majority.

Credit ratings may not reflect all risks

One or more independent credit rating agencies may assign credit ratings to the Notes. The ratings may
not reflect the potential impact of all risks related to structure, market, additional factors discussed
above, and other factors that may affect the value of the Notes. A credit rating is not a recommendation
to buy, sell or hold securities and may be revised or withdrawn by the rating agency at any time. Rating
agencies may also revise or replace entirely the methodology applied to derive credit ratings.

Noteholders may be adversely affected by proposals to reform key benchmarks such as LIBOR

A change in the method of calculation or discontinuance of key benchmarks such as the London
Inter-Bank Offered Rate could have a negative impact on the value of any Floating Rate Notes where
the interest rate is calculated with reference to such benchmarks. The British Banker’s Association,
has recently handed over the administration of LIBOR to Intercontinental Exchange Benchmark
Administration Ltd (“ICEX”) on 1 February 2014. As ICEX is a new administrator, it may make
methodological changes that could change the level of LIBOR, which in turn may adversely affect the
value of the Notes or alter, discontinue or suspend the calculation or dissemination of LIBOR. ICEX
will not have any obligation to any investor in respect of any Notes. ICEX may take any actions in
respect of LIBOR without regard to the interests of any investor in the Notes, and any of these actions
could have an adverse effect on the value of the Notes.

In addition, the proposals suggest reducing the number of currencies and tenors for which LIBOR is
calculated. If the rate of interest on the relevant Floating Rate Notes is calculated with reference to
a discontinued currency or tenor, or the proposed changes when implemented otherwise change the
way in which LIBOR is calculated under such Floating Rate Notes, this could result in the rate of
interest being lower than anticipated, which would adversely affect the value of the Floating Rate
Notes.

The proposals to reform LIBOR also include compelling more banks to provide LIBOR submissions,
and basing these submissions on data from actual transactions. This may cause LIBOR to be more
volatile than it has been in the past, which may adversely affect the value of the Notes.

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to legal investment laws and regulations, or
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to determine whether and to what extent (i) Notes are legal investments for it, (ii) Notes can be used
as collateral for various types of borrowing, and (iii) other restrictions apply to its purchase or pledge
of any Note. Financial institutions should consult their legal advisors or the appropriate regulators to
determine the appropriate treatment of Notes under any applicable risk-based capital or similar rules.

FATCA Withholding

Certain provisions of U.S. law, commonly known as “FATCA”, impose a new reporting regime and,
potentially, a 30 per cent. withholding tax with respect to certain payments to (i) non-U.S. financial
institutions that do not comply with this new reporting regime, and (ii) certain investors that do not
provide identification information with respect to interests issued by a participating non-U.S. financial
institution. Whilst the Notes are in global form and held within the Clearing Systems, in all but the
most remote circumstances, it is not expected that FATCA will affect the amount of any payment
received by the Clearing Systems. However, FATCA may affect payments made to custodians or
intermediaries in the subsequent payment chain leading to the ultimate investor if any such custodian
or intermediary generally is unable to receive payments free of FATCA withholding. It also may affect
payment to any ultimate investor that is a financial institution that is not entitled to receive payments
free of withholding under FATCA, or an ultimate investor that fails to provide its broker (or other
custodian or intermediary from which it receives payment) with any information, forms, other
documentation or consents that may be necessary for the payments to be made free of FATCA
withholding. Investors should choose the custodians or intermediaries with care (to ensure each is
compliant with FATCA or other laws or agreements related to FATCA) and provide each custodian or
intermediary with any information, forms, other documentation or consents that may be necessary for
such custodian or intermediary to make a payment free of FATCA withholding. As a result, investors
may receive less interest or principal than expected. Prospective investors should refer to the section
“Taxation — FATCA Withholding”.

EU Directive on the Taxation of Savings Income

EC Council Directive 2003/48/EC on the taxation of savings income (the “Savings Directive”)
requires EU Member States to provide to the tax authorities of other EU Member States details of
payments of interest and other similar income paid by a person established within its jurisdiction to
(or for the benefit of) an individual resident, or certain other types of entity established, in that other
EU Member State, except that Austria and Luxembourg will instead impose a withholding system for
a transitional period (subject to a procedure whereby, on meeting certain conditions, the beneficial
owner of the interest or other income may request that no tax be withheld) unless during such period
they elect otherwise. The Luxembourg government has announced its intention to elect out of the
withholding system in favour of an automatic exchange of information with effect from 1 January
2015.

The Council of the European Union has adopted a Directive (the “Amending Directive”) which will,
when implemented, amend and broaden the scope of the requirements described above. The Amending
Directive will expand the range of payments covered by the Savings Directive, in particular to include
additional types of income payable on securities, and the circumstances in which payments must be
reported or paid subject to withholding. For example, payments made to (or for the benefit of) (i) an
entity or legal arrangement effectively managed in an EU Member State that is not subject to effective
taxation, or (ii) a person, entity or legal arrangement established or effectively managed outside of the
EU (and outside any third country or territory that has adopted similar measures to the Savings
Directive) which indirectly benefit an individual resident in an EU Member State, may fall within the
scope of the Savings Directive, as amended. The Amending Directive requires EU Member States to
adopt national legislation necessary to comply with it by 1 January 2016, which legislation must apply
from 1 January 2017.

If a payment were to be made or collected through an EU Member State which has opted for a
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Council meeting of 26-27 November 2000 on the taxation of savings income or any law implementing
or complying with, or introduced in order to conform to such Directive, neither the Issuer nor any
Paying Agent nor any other person would be obliged to pay additional amounts with respect to any
Note as a result of the imposition of such withholding tax. Furthermore, once the Amending Directive
is implemented and takes effect in EU Member States, such withholding may occur in a wider range
of circumstances than at present, as explained above.

The Issuer is required to maintain a Paying Agent with a specified office in an EU Member State that
is not obliged to withhold or deduct tax pursuant to any law implementing the Savings Directive or
any other Directive implementing the conclusions of the ECOFIN Council meeting of 26-27 November
2000, which may mitigate an element of this risk if the Noteholder is able to arrange for payment
through such a Paying Agent. However, investors should choose their custodians and intermediaries
with care, and provide each custodian and intermediary with any information that may be necessary
to enable such persons to make payments free from withholding and in compliance with the Savings
Directive.

Investors who are in any doubt as to their position should consult their professional advisers.

CONSIDERATIONS RELATING TO THE STRUCTURE OF A PARTICULAR ISSUE OF
NOTES

A wide range of Notes may be issued under the Programme. A number of these Notes may have
features which contain particular risks for any potential investor. Set out below is a description of
certain of those features:

Notes subject to optional redemption by the Issuer may have a lower market value than Notes
that cannot be redeemed

An optional redemption feature is likely to limit the market value of Notes. During any period when
the Issuer may elect to redeem Notes, the market value of those Notes generally will not rise
substantially above the price at which they can be redeemed. This also may be true prior to any
redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate
on the Notes. At those times, a potential investor generally would not be able to reinvest the
redemption proceeds at an effective interest rate as high as the interest rate on the Notes being
redeemed and may only be able to do so at a significantly lower rate. Each potential investor should
consider reinvestment risk in light of other investments available at that time.

Dual Currency Notes have features which are different from single currency issues

The Issuer may issue Notes with principal or interest payable in one or more currencies which may
be different from the currency in which the Notes are denominated. Each potential investor should be
aware that:

(i) the market price of such Notes may be volatile;
(ii) they may receive no interest;

(iii) payment of principal or interest may occur at a different time or in a different currency than
expected;

(iv) the amount of principal payable at redemption may be less than the nominal amount of such
Notes or even zero;
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(v) a Relevant Factor (as defined below) may be subject to significant fluctuations that may not
correlate with changes in interest rates, currencies or other indices;

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or
contains some other leverage factor, the effect of changes in the Relevant Factor on principal or
interest payable likely will be magnified; and

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earlier the change in the
Relevant Factor, the greater the effect on yield.

Failure by a potential investor to pay a subsequent instalment of partly-paid Notes may result
in it losing all of its investment

The Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to
pay any subsequent instalment could result in a potential investor losing all of its investment.

The market price of floating rate Notes with a multiplier or other leverage factor may be volatile

Notes with floating interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or other
similar related features, their market values may be even more volatile than those for securities that
do not include those features.

Notes, the interest rate of which may be converted from fixed to floating interest rates, and
vice-versa, may have lower market values than other Notes

Fixed/Floating Rate Notes may bear interest at a rate that the Issuer may elect to convert from a fixed
rate to a floating rate, or from a floating rate to a fixed rate. The Issuer’s ability to convert the interest
rate will affect the secondary market and the market value of such Notes since it may be expected to
convert the rate when it is likely to produce a lower overall cost of borrowing.

If the Issuer converts from a fixed rate to a floating rate, the spread on the Fixed/Floating Rate Notes
may be less favourable than then prevailing spreads on comparable Floating Rate Notes tied to the
same reference rate. In addition, the new floating rate at any time may be lower than the rates on other
Notes. If the Issuer converts from a floating rate to a fixed rate, the fixed rate may be lower than then
prevailing rates on its Notes.

The market prices of Notes issued at a substantial discount or premium tend to fluctuate more
in relation to general changes in interest rates than do prices for conventional interest-bearing
securities

The market values of securities issued at a substantial discount or premium to their nominal amount
tend to fluctuate more in relation to general changes in interest rates than do prices for conventional
interest-bearing securities. Generally, the longer the remaining term of the securities, the greater the
price volatility as compared to conventional interest-bearing securities with comparable maturities.
Risks associated with Index Linked Notes

The Issuer may issue Notes with principal or interest determined by reference to an index or formula,
to changes in the prices of securities or commodities, to movements in currency exchange rates or
other factors (each, a “Relevant Factor”). Each potential investor should be aware that:

(i) the market price of such Notes may be volatile;

(ii) they may receive no interest;



(iii) payment of principal or interest may occur at a different time or in a different currency than
expected;

(iv) they may lose all or a substantial portion of their principal;

(v) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes
in interest rates, currencies or other indices;

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or
contains some other leverage factor, the effect of changes in the Relevant Factor on principal or
interest payable likely will be magnified; and

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earlier the change in the
Relevant Factor, the greater the effect on yield.

The historical experience of an index should not be viewed as an indication of the future performance
of such index during the term of any Index Linked Notes. Accordingly, each potential investor should
consult its own financial and legal advisers about the risk entailed by an investment in any Index
Linked Notes and the suitability of such Notes in light of its particular circumstances.

Variable rate Notes with a multiplier or other leverage factor

Notes with variable interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or other
similar related features, their market values may be even more volatile than those for securities that
do not include those features.

Bearer Notes where denominations involve integral multiples: Definitive Notes

In relation to any issue of Bearer Notes which have denominations consisting of a minimum Specified
Denomination plus one or more higher integral multiples of another smaller amount, it is possible that
such Notes may be traded in amounts that are not integral multiples of such minimum Specified
Denomination. In such a case a holder who, as a result of trading such amounts, holds an amount
which is less than the minimum Specified Denomination in his account with the relevant clearing
system at the relevant time may not receive a Definitive Note in respect of such holding (should
Definitive Notes be printed) and would need to purchase a principal amount of Notes such that its
holding amounts to a Specified Denomination.

If Definitive Notes are issued, each potential investor should be aware that Definitive Notes which
have a denomination that is not an integral multiple of the minimum Specified Denomination may be
illiquid and difficult to trade.

CONSIDERATIONS RELATING TO DATED SUBORDINATED NOTES

Limited rights of enforcement and subordination of the Dated Subordinated Notes could impair
an investor’s ability to enforce its rights or realise any claims on the Dated Subordinated Notes

In most circumstances, the sole remedy against the Issuer available to the Trustee (on behalf of the
holders of Dated Subordinated Notes) to recover any amounts owing in respect of the principal of or
interest on the Dated Subordinated Notes will be to institute proceedings for the winding-up of the
Issuer in Hong Kong. See “Terms and Conditions of the Notes — Events of Default”.



If the Issuer defaults on the payment of principal or interest on the Dated Subordinated Notes, the
Trustee will only institute a proceeding in Hong Kong for the winding-up of the Issuer if it is so
contractually obliged. The Trustee will have no right to accelerate payment of the Dated Subordinated
Notes in the case of default in payment or failure to perform a covenant except as they may be so
permitted in the Trust Deed.

The Dated Subordinated Notes will be direct, unsecured and subordinated obligations of the Issuer and
will rank junior in priority to the claims of the relevant Senior Noteholders. Upon the occurrence of
any winding-up proceeding, the rights of the holders of the relevant Dated Subordinated Notes to
payments on such Dated Subordinated Notes will be subordinated in right of payment to the prior
payment in full of all deposits and other liabilities of the Issuer except those liabilities which rank
equally with or junior to the relevant Dated Subordinated Notes. In a winding-up proceeding, the
holders of the relevant Dated Subordinated Notes may recover less than the holders of deposit
liabilities or the holders of other unsubordinated liabilities of the Issuer. As there is no precedent for
a winding-up of a major financial institution in Hong Kong, there is uncertainty as to the manner in
which such a proceeding would occur and the results thereof. Although Dated Subordinated Notes may
pay a higher rate of interest than comparable Notes which are not subordinated, there is a risk that an
investor in Dated Subordinated Notes will lose all or some of its investment should the Issuer become
insolvent.

In addition, payments of principal and interest in respect of the Dated Subordinated Notes are
conditional upon the Issuer being solvent. No such principal or interest will be payable in respect of
Dated Subordinated Notes except to the extent that the Issuer could make such payment in whole or
in part and still be solvent immediately thereafter. See Condition 3 of “Terms and Conditions of the
Notes” for a full description of subordination and the payment obligations of the Issuer under the
Dated Subordinated Notes.

Any suspension of payments under the Dated Subordinated Notes will likely have an adverse effect
on the market price of the Dated Subordinated Notes. In addition, as a result of the conditional
payment provisions of the Dated Subordinated Notes, the market price of the Dated Subordinated
Notes may be more volatile than the market prices of other debt securities on which original issue
discount or interest accrues that are not subject to such deferrals and may be more sensitive generally
to adverse changes in the Issuer’s financial condition.

The terms of Dated Subordinated Notes may contain non-viability loss absorption provisions

To the extent that a series of Dated Subordinated Notes contains provisions relating to loss absorption
upon the occurrence of a Non-Viability Event of the Issuer as determined by the Relevant Authority,
the Issuer may be required, subject to the terms of the relevant series of Dated Subordinated Notes,
irrevocably (without the need for the consent of the holders of such Dated Subordinated Notes) to
effect either a full write-off of the outstanding principal and accrued and unpaid interest in respect of
such Dated Subordinated Notes, or a conversion of such Dated Subordinated Notes into the ordinary
shares of the Issuer. To the extent relevant in the event that Dated Subordinated Notes are written off,
any written-off amount shall be irrevocably lost and holders of such Dated Subordinated Notes will
cease to have any claims for any principal amount and accrued but unpaid interest which has been
subject to write-off. In the event that Dated Subordinated Notes feature a conversion to the ordinary
shares of the Issuer upon the occurrence of a Non-Viability Event, holders would not be entitled to
any reconversion of ordinary shares to Dated Subordinated Notes.

The occurrence of a Non-Viability Event may be inherently unpredictable and may depend on a
number of factors which may be outside of the Group’s control

The occurrence of a Non-Viability Event is dependent on a determination by the Relevant Authority
(a) that a write-off, without which the Issuer would become non-viable, is necessary; or (b) a decision
has been made to make a public sector injection of capital, or equivalent support, without which the
Issuer would have become non-viable. As a result, the Relevant Authority may require or may cause
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a write-off in circumstances that are beyond the control of the Issuer and the Group and with which
neither the Issuer nor the Group agree. Because of the inherent uncertainty regarding the
determination of whether a Non-Viability Event exists, it will be difficult to predict when, if at all,
a write-off will occur. Accordingly, the trading behaviour in respect of Dated Subordinated Notes
which have the non-viability loss absorption feature is not necessarily expected to follow trading
behaviour associated with other types of securities. Any indication that the Issuer is trending towards
a Non-Viability Event could have a material adverse effect on the market price of the relevant Dated
Subordinated Notes.

Potential investors should consider the risk that a holder of Dated Subordinated Notes which have the
non-viability loss absorption feature may lose all of their investment in such Dated Subordinated
Notes, including the principal amount plus any accrued but unpaid interest, in the event that a
Non-Viability Event occurs.

There is no assurance that any contractual provisions with non-viability loss absorption features, to
the extent applicable, will be sufficient to satisfy the Basel III-compliant requirements that the
Relevant Authorities may implement in the future. There is a risk that any Relevant Authority may
deviate from the Basel III proposals by implementing reforms which differ from those envisaged by
the Basel Committee.

The Dated Subordinated Notes may be subject to a full or partial Write-off

Investors may lose the entire amount of their investment in any Dated Subordinated Notes in which
Write-off (as defined in the Terms and Conditions of the Notes) upon the occurrence of a
Non-Viability Event is specified, which will lead to a full or partial Write-off. Upon the occurrence
of a Write-off, the principal amount and any accrued but unpaid interest of such Dated Subordinated
Notes will automatically be written down and if there is a full Write-off, the principal amount and any
accrued but unpaid interest may be written down completely and such Dated Subordinated Notes will
be automatically cancelled.

In addition, the subordination and set off provisions set out in Condition 3 are effective only upon the
occurrence of any winding-up proceedings of the Issuer. In the event that a Non-Viability Event occurs
the rights of holders of Dated Subordinated Notes and the Receipts and Coupons relating to them shall
be subject to Condition 6. This may not result in the same outcome for Dated Subordinated
Noteholders as would otherwise occur under Condition 3 upon the occurrence of any winding-up
proceedings of the Issuer.

Furthermore, upon the occurrence of a Write-off of any Dated Subordinated Notes, interest will cease
to accrue and all interest amounts that were not due and payable prior to the Write-off shall become
null and void. Consequently, Noteholders will not be entitled to receive any interest that has accrued
on such Dated Subordinated Notes from (and including) the last Interest Payment Date falling on or
prior to the Non-Viability Event Notice.

Any such Write-off will be irrevocable and the Noteholders will, upon the occurrence of a Write-off,
not receive any shares or other participation rights of the Issuer or be entitled to any other
participation in the upside potential of any equity or debt securities issued by the Issuer or any other
member of the Group, or be entitled to any subsequent write-up or any other compensation in the event
of a potential recovery of the Issuer or the Group.

Tax treatment of Dated Subordinated Notes that contain non-viability loss absorption provisions
is unclear

It is not clear whether any particular tranche of the Dated Subordinated Notes which contains
non-viability loss absorption provisions will be regarded as deposits for the purposes of the Inland
Revenue Ordinance (Cap. 112) of Hong Kong and whether the exemption for deposits (as set out in
“Taxation — Hong Kong — Profits Tax”) would apply to such tranche of the Dated Subordinated
Notes.
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If any tranche of the Dated Subordinated Notes is not regarded as a deposit for the purposes of the
Inland Revenue Ordinance (Cap. 112) of Hong Kong and/or holders thereof are not eligible for the tax
exemption under such regime, the tax treatment to holders may differ. Investors and holders of any
tranche of the Dated Subordinated Notes should consult their own accounting and tax advisers
regarding the Hong Kong income tax consequences of their acquisition, holding and disposal of such
tranche of the Dated Subordinated Notes.

Upon the occurrence of a Non-Viability Event, clearance and settlement of the Notes will be
suspended and there may be a delay in updating the records of the relevant clearing system to
reflect the amount written-off

Following the receipt of a Non-Viability Event Notice, all clearance and settlement of the Notes will
be suspended. As a result, Noteholders will not be able to settle the transfer of any Notes from the
commencement of the Suspension Period (as defined herein), and any sale or other transfer of the
Notes that a holder may have initiated prior to the commencement of the Suspension Period that is
scheduled to settle during the Suspension Period will be rejected by the relevant clearing system and
will not be settled within the relevant clearing systems.

While a Tranche of Dated Subordinated Notes that contains non-viability loss absorption provisions
is represented by one or more Global Notes or Global Certificates and a Non-Viability Event occurs,
the records of Euroclear and Clearstream, Luxembourg or any other clearing system (other than the
CMU) in respect of their respective participants’ position held in such Tranche of Dated Subordinated
Notes may not be immediately updated to reflect the amount to be written-off (where applicable) and
may continue to reflect the nominal amount of such Dated Subordinated Notes prior to the Write-off
as being outstanding, for a period of time. The update process of the relevant clearing system may only
be completed after the date on which the Write-off is scheduled. Notwithstanding such delay, holders
of such Dated Subordinated Notes may lose the entire value of their investment in such Dated
Subordinated Notes on the date on which the Write-off occurs. No assurance can be given as to the
period of time required by the relevant clearing system to complete the update of their records.
Further, the conveyance of notices and other communications by the relevant clearing system to their
respective participants, by those participants to their respective indirect participants, and by the
participants and indirect participants to beneficial owners of interests in the Global Bond or Global
Certificate will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Regulations on non-viability loss absorption are new, untested and subject to interpretation and
application by regulations in Hong Kong

The regulations on non-viability loss absorption are new and untested, and will be subject to the
interpretation and application by the Relevant Authority. It is uncertain how the Relevant Authority
would determine the occurrence of a Non-Viability Event, and it is possible that the grounds that
constitute Non-Viability Events may change (including that additional grounds are introduced).
Accordingly, the operation of any such future legislation may have an adverse effect on the position
of holders of any Dated Subordinated Notes.

A potential investor should not invest in the Dated Subordinated Notes unless it has the knowledge
and expertise to evaluate how the Dated Subordinated Notes will perform under changing conditions,
the resulting effects on the likelihood of a Write-off and the value of the Dated Subordinated Notes,
and the impact this investment will have on the potential investor’s overall investment portfolio. Prior
to making an investment decision, potential investors should consider carefully, in light of their own
financial circumstances and investment objectives, all the information contained in the Offering
Circular.
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CONSIDERATIONS RELATING TO RENMINBI-DENOMINATED NOTES

Notes denominated in Renminbi (“Renminbi Notes”) may be issued under the Programme. Renminbi
Notes contain particular risks for potential investors.

Renminbi is not freely convertible; there are significant restrictions on remittance of Renminbi
into and outward from the PRC

Renminbi is not freely convertible at present. The PRC government continues to regulate conversion
between Renminbi and foreign currencies, including the Hong Kong dollar, despite the significant
reduction over the years by the PRC government of control over routine foreign exchange transactions
under current accounts. Participating banks in Hong Kong have been permitted to engage in the
settlement of RMB trade transactions under a pilot scheme introduced in July 2009. This represents
a current account activity. The pilot scheme was extended in August 2011 to cover all provinces and
cities in the PRC and to make RMB trade and other current account item settlement available in all
countries worldwide. Subject to limited exceptions, there is currently no specific PRC regulation on
the remittance of Renminbi into the PRC for settlement of capital account items. Foreign investors
may only remit offshore RMB into the PRC for capital account purposes such as shareholders’ loan
or capital contribution upon obtaining specific approvals from the relevant authorities on a case by
case basis.

On 13 October 2011, Measures on Administration of Renminbi Settlement in relation to Foreign Direct
Investment (the “PBOC RMB FDI Measures”) issued by PBOC set out operating procedures for PRC
banks to handle Renminbi settlement relating to RMB Foreign Direct Investment (“FDI”) and
borrowing by foreign invested enterprises of offshore Renminbi loans. Prior to the PBOC RMB FDI
Measures, cross-border Renminbi settlement for RMB FDI required approvals from PBOC on a
case-by-case basis. The new rules replace the PBOC approval requirement with a less onerous
post-event registration and filing requirement. Under the new rules, foreign invested enterprises
(whether established or acquired by foreign investors) need to (i) register their corporate information
after the completion of a RMB FDI transaction, and (ii) make post-event registration or filing with the
PBOC of any changes in registration information or in the event of increase or decrease of registered
capital, equity transfer or replacement, merger, division or other material changes.

On 3 December 2013, the Ministry of Commerce of the PRC (“MOFCOM”) promulgated the
Announcement on Issues Concerning Cross-border RMB Direct Investment (the “New MOFCOM
Announcement”), which provides that the old Circular on Issues Concerning Cross-border RMB
Direct Investment published by MOFCOM on 12 October 2011 has ceased to be implemented from 1
January 2014. The New MOFCOM Announcement further eased rules on cross-border RMB direct
investments. Pursuant to the New MOFCOM Announcement, a direct investment using offshore
Renminbi will be approved by MOFCOM and its local counterparts in accordance with the existing
PRC laws and regulations regarding foreign investment, and MOFCOM and its local counterparts will
specify in its approvals that the direct investment is in Renminbi. Moreover, if a foreign investor
intends to change the investment currency from a certain foreign currency to Renminbi, no additional
approval for the revision to its joint venture contract or articles of association is required (although
it is still subject to the applicable registration, account opening and currency conversion procedures
required by the competent authorities). In any event, a cross-border RMB direct investment is subject
to the relevant laws, regulations and requirements on foreign investment and shall comply with the
national industry policies in terms of foreign investment and the relevant rules on security review of
merger and acquisitions and anti-monopoly review. In addition, the proceeds of RMB FDI may not be
used towards investment in securities, financial derivatives or entrusted loans except for strategic
investments in listed companies.
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As the above measures and circulars are still relatively new, how they will be applied in practice still
remain subject to the interpretation by the relevant PRC authorities. There is no assurance that the
PRC government will continue to gradually liberalise the control over cross-border Renminbi
remittances in the future, that the pilot scheme introduced in July 2009 will not be discontinued or that
new PRC regulations will not be promulgated in the future which have the effect of restricting or
eliminating the remittance of Renminbi into or outside the PRC.

Further, if any new PRC regulations are promulgated in the future which have the effect of permitting
or restricting (as the case may be) the remittance of Renminbi for payment of transactions categorised
as capital account items, then such remittances will need to be made subject to the specific
requirements or restrictions set out in such rules. In the event that the Group is not able to repatriate
funds outside the PRC in Renminbi, the Issuer will need to source Renminbi offshore to finance their
respective obligations under Renminbi Notes, and its ability to do so will be subject to the overall
availability of Renminbi outside the PRC.

Holders of beneficial interests in Renminbi Notes may be required to provide certifications and other
information (including Renminbi account information) in order to allow such holder to receive
payments in Renminbi in accordance with the Renminbi clearing and settlement mechanism for
participating banks in Hong Kong.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity of
Renminbi Notes and the Issuer’s ability to source Renminbi outside the PRC to service such
Renminbi Notes

As a result of the restrictions by the PRC Government on cross-border Renminbi fund flows, the
availability of Renminbi outside the PRC is limited. Since February 2004, in accordance with
arrangements between the PRC Central Government and the Hong Kong Government, licensed banks
in Hong Kong may offer limited Renminbi-denominated banking services to Hong Kong residents and
designated business customers. PBOC has also established a Renminbi clearing and settlement
mechanism for participating banks in Hong Kong. On 19 July 2010, further amendments were made
to the Settlement Agreement on the Clearing of RMB Business (the “Settlement Agreement”)
between PBOC and the Issuer as the RMB clearing bank (the “RMB Clearing Bank”) to further
expand the scope of RMB business for participating banks in Hong Kong. Pursuant to the revised
arrangements, all corporations are allowed to open RMB accounts in Hong Kong; there is no longer
any limit on the ability of corporations to convert RMB; and there is no longer any restriction on the
transfer of RMB funds between different accounts in Hong Kong.

However, the current size of Renminbi-denominated financial assets outside the PRC is limited. As at
the end of April 2014, the total amount of Renminbi deposits held by institutions authorised to engage
in Renminbi banking business in Hong Kong amounted to approximately RMB959,898 million
(source: Hong Kong Monetary Authority Monthly Statistical Bulletin). In addition, participating banks
are also required by the HKMA to maintain a total amount of Renminbi (in the form of cash, its
settlement account balance and/or fiduciary account balance with the RMB Clearing Bank) of no less
than 25 per cent. of their Renminbi deposits, which further limits the availability of Renminbi that
participating banks can utilise for conversion services for their customers. Renminbi business
participating banks do not have direct Renminbi liquidity support from PBOC. They are only allowed
to square their open positions with the RMB Clearing Bank after consolidating the RMB trade position
of banks outside Hong Kong that are in the same bank group of the participating banks concerned with
their own trade position, and the RMB Clearing Bank only has access to onshore liquidity support
from PBOC only for the purpose of squaring open positions of participating banks for limited types
of transactions, including open positions resulting from conversion services for corporations relating
to cross-border trade settlement, for individual customers of up to RMB20,000 per person per day and
for the designated business customers relating to the RMB received in providing their services. The
RMB Clearing Bank is not obliged to square for participating banks any open positions resulting from
other foreign exchange transactions or conversion services and the participating banks will need to
source Renminbi from the offshore market to square such open positions.
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On 14 June 2012, the HKMA introduced a facility for providing Renminbi liquidity to authorised
institutions participating in Renminbi business (“Participating AIs”) in Hong Kong. The facility will
make use of the currency swap arrangement between PBOC and the HKMA. With effect from 15 June
2012, the HKMA will, in response to requests from individual Participating Als, provide Renminbi
term funds to the Participating Als against eligible collateral acceptable to the HKMA. The facility
is intended to address short-term Renminbi liquidity tightness which may arise from time to time, for
example, due to capital market activities or a sudden need for Renminbi liquidity by the Participating
Als’ overseas bank customers.

Although it is expected that the offshore Renminbi market will continue to grow in depth and size, its
growth is subject to many constraints as a result of PRC laws and regulations on foreign exchange.
There is no assurance that no new PRC regulations will be promulgated or the Settlement Agreement
will not be terminated or amended in the future which will have the effect of restricting availability
of Renminbi offshore. The limited availability of Renminbi outside the PRC may affect the liquidity
of its Renminbi Notes. To the extent the Issuer is required to source Renminbi in the offshore market
to service its Renminbi Notes, there is no assurance that the Issuer will be able to source such
Renminbi on satisfactory terms, if at all.

Investment in Renminbi Notes is subject to exchange rate risks

The value of Renminbi against the U.S. dollar and other foreign currencies fluctuates and is affected
by changes in the PRC and international political and economic conditions and by many other factors.
All payments of interest and principal with respect to Renminbi Notes will be made in Renminbi. As
a result, the value of these Renminbi payments in U.S. dollar terms may vary with the prevailing
exchange rates in the marketplace. If the value of Renminbi depreciates against the U.S. dollar or other
foreign currencies, the value of investment in U.S. dollar or other applicable foreign currency terms
will decline.

Payments in respect of Renminbi Notes will only be made to investors in the manner specified
in such Renminbi Notes

All payments to investors in respect of Renminbi Notes will be made solely by (i) when Renminbi
Notes are represented by global certificates, transfer to a Renminbi bank account maintained in Hong
Kong in accordance with prevailing CMU rules and procedures, or (ii) when Renminbi Notes are in
definitive form, transfer to a Renminbi bank account maintained in Hong Kong in accordance with
prevailing rules and regulations. The Issuer cannot be required to make payment by any other means
(including, but not limited to, in any other currency, by bank notes, by cheques or drafts or by
transferring to a bank account in the PRC).

— 45 —



USE OF PROCEEDS

The Issuer intends to use the net proceeds from each issue of Notes for its general corporate purposes.
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CAPITALISATION AND INDEBTEDNESS

As at 31 December 2013, BEA had an authorised share capital of HK$10,000 million consisting of
4,000 million ordinary shares, and an authorised share capital of U.S.$500 million consisting of 0.5
million substitute preference shares, and issued and fully paid up share capital of approximately
HK$5,724 million consisting of approximately 2,290 million ordinary shares.

The following table sets out the Group’s consolidated capitalisation and indebtedness as at 31
December 2013.

As at 31 December 2013

Actual Actual

HKS$ (in millions)  U.S.$ (in millions)®
Short-term borrowings"

Customer deposit accounts . ...................... 512,830 65,747
Certificates of deposits issued . .................... 35,576 4,561
Debt securities issued. . . ... ... ... 3,448 442
Deposits and balances of banks and other financial
INSHILULIONS . . . v vt e e e e e e e e 27,850 3,571
Loan capital . ....... . ... ... . . — —
Total short-term borrowings . ....................... 579,704 74,321
Medium-term borrowings‘®
Customer deposit accounts . .. ..................... 22,141 2,839
Certificates of deposits issued . .................... 7,353 943
Debt securities issued™ . ... ... ... 1,280 164
Deposits and balances of banks and other financial
INSHILULIONS . . o v vt e e e e e e e 1,073 138
Loan capital . ...... ... . . .. . . 8,817 1,130
Total medium-term borrowings . ..................... 40,664 5,214

Long-term borrowings‘
Loan capital . ......... .. .. . . 4,815 617
Customer deposit accounts . ...................... — —
Certificates of deposits issued . .................... — —
Deposits and balances of banks and other financial
INSEEULIONS . . . oot — —
Total Notes to be issued ........... ... ... ... ..... — —

Total long-term borrowings . ...................... 4,815 617
Capital resources

Share capital® .. ... ... ... .. ... 5,724 734

Reserves®) 57,958 7,430

Shareholders’ funds . ............ ... ... ... ... .... 63,682 8,164

Non-controlling interests . ........................ 4,552 584
Total capital resources . ........... ... .. ... ... 68,234 8,748
Total capitalisation™ . ... ... .. .. ... ... .. .. ........ 113,713 14,579
Short-term borrowings and total capitalisation .......... 693,417 88,900
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Notes:

(1) Short-term borrowings refer to borrowings of remaining maturity of not more than one year.

(2)  Medium-term borrowings refer to borrowings of remaining maturity of over one year to five years.

(3)  On 24 April 2014, the Issuer completed the issuance of U.S.$700,000,000 2.375 per cent. Senior Notes due 2017.
(4)  Long-term borrowings refer to borrowings of remaining maturity of more than five years.

(5)  Total capitalisation comprises total medium-term borrowings, total long-term borrowings and total capital resources.

(6)  On 3 March 2014, the share capital increased approximately by HK$17,770 million and the reserves decreased

approximately by HK$17,770 million because of the transfer of share premium balance to share capital.

(7)  The second interim dividend in lieu of the final dividend declared by the directors of the Issuer on 18 February 2014
for the year ended 31 December 2013 has not been recognised as a liability as at 31 December 2013.

(8)  This amount has been translated into US$ for convenience purpose at a rate of US$1.00 to HK$7.80.

Save as disclosed in this Offering Circular, there has been no material change in the Group’s total
capitalisation since 31 December 2013.
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BUSINESS OF THE GROUP
INTRODUCTION
Overview

Incorporated in 1918, BEA is the largest independent local bank in Hong Kong in terms of assets. As
at 31 December 2013, the Group’s total consolidated assets, advances to customers and total deposits
were HK$753,954 million (U.S.$96,661 million), HK$405,357 million (U.S.$51,969 million) and
HK$577,900 million (U.S.$74,090 million), respectively.

The shares of BEA have been listed on the HKSE since the 1930s. As at 30 April 2014, approximately
2,328.21 million ordinary shares have been issued and are outstanding and have been fully paid. Based
on the closing price of its shares on the HKSE as at 30 April 2014, BEA’s market capitalisation was
approximately HK$74,386.3 million (U.S.$9,536.7 million). BEA’s shares have been a constituent
stock of the Hang Seng Index since 1984.

The Group provides commercial and retail banking, financial and insurance services through its
Corporate Banking, Personal Banking, Wealth Management, Insurance & Retirement Benefits,
Treasury Markets, China and International divisions. The Group’s core business products and services
include syndicated loans, trade finance, deposit taking, foreign currency savings, remittances,
mortgage loans, consumer loans, credit cards, Cyberbanking retail investment, retail investment and
wealth management services, foreign exchange margin trading, services related to the MPF Scheme,
internet banking services and general and life insurance.

In addition, through BEA’s wholly-owned subsidiaries, the Group is able to extend other services to
its customers. BEA Life and Blue Cross serve as the Group’s life insurance and general insurance arms
respectively providing a comprehensive range of insurance solutions including life and non-life
insurance products and services for individual and corporate customers. Tricor, together with its
subsidiaries, offers outsourced expertise in business support functions and provides its customers with
a range of integrated business, corporate and investor services.

As at 30 April 2014, the Group offered a broad range of banking and related financial services in Hong
Kong through a network of 89 branches, 62 wealth management centres called “SupremeGold Centres”
and nine i-Financial Centres.

As at 30 April 2014, the Group’s overseas operations had in total 40 branches, 102 sub-branches and
two representative offices as well as several affiliates and joint ventures in Mainland China, Taiwan,
Macau, the United States, the United Kingdom, Canada and South East Asia.

BEA is one of the first foreign banks to receive approval to establish a locally-incorporated bank in
Mainland China. As a locally-incorporated bank and a wholly-owned subsidiary of BEA, BEA (China)
obtained its business licence from the State Administration for Industry and Commerce on 29 March
2007 and officially commenced business on 2 April 2007. BEA (China) provides comprehensive RMB
and foreign currency banking services to all customers. Services include but are not limited to
deposit-taking, loans and advances, debit cards, credit cards, Cyberbanking and cash management,
wealth management services, private banking, investment and derivative products, agency services for
life and general insurance, remittance and settlement, RMB cross-border trade settlement services,
domestic and international trade finance facilities, supply chain financing, standby letters of credit,
bank guarantees, distribution of local mutual funds, and third-party payment. In May 2013, SAFE
granted BEA (China) the right to conduct RMB and foreign currency swap business for its customers,
further broadening the range of treasury products offered by BEA (China). In June 2013, BEA (China)
became one of the first locally-incorporated foreign banks to be granted a local fund distribution
licence. Such licence enables BEA (China) to offer a greater range of wealth management products to
its customers.
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As at 30 April 2014, BEA (China), with its headquarters in Shanghai, operated 27 branches and 98
sub-branches in Mainland China. In addition to the BEA (China) network, BEA operates a
representative office in Fuzhou, and a rural bank in Fuping County, Weinan City in Shaanxi province.
Having effectively positioned itself to capture opportunities in the region, the Group has recorded
constant healthy growth for its operations in Mainland China. As at 31 December 2013, the Group’s
total loans to customers and trade bills increased by 14.5% while its customer deposits increased by
7.3% over the figures reported at 31 December 2012.

As at 30 April 2014, BEA maintains one branch in each of Taipei and Kaohsiung in Taiwan,
respectively, and provides a full range of wealth management services through BEAWMS. As at 30
April 2014, BEA also operates one branch, four sub-branches and 13 ATMs in Macau.

As at 31 December 2011, 2012 and 2013, the assets of the Group’s operations in Mainland China,
Taiwan and Macau collectively accounted for approximately 45.6%, 47.7% and 47.7% of the total
assets of the Group, respectively. The corresponding figures for Hong Kong as at 31 December 2011,
2012 and 2013 were 58.3%, 55.6% and 56.0%, respectively. For the years ended 31 December 2011,
2012 and 2013, the profit before taxation of the Group’s operations in Mainland China, Taiwan and
Macau collectively accounted for approximately 44.1%, 30.8% and 34.1% of the Group’s consolidated
profit before taxation, respectively. The corresponding figures for Hong Kong as at 31 December
2011, 2012 and 2013 were 34.1%, 48.4% and 45.9%, respectively.

The majority of the Group’s lending is on a secured, floating-rate basis and adheres to pre-established
loan-to-value limitations depending on the underlying collateral and the credit risk of customers.
Security typically consists of a first legal charge over real property, listed securities and cash deposits.
Some of the Group’s lending is on a guaranteed basis.

As at 31 December 2011, 2012 and 2013, the Group’s total capital ratio was approximately 13.7%,
14.3% and 15.9%, respectively, compared with the statutory minimum requirement of 8.0%, and its
loan to deposit ratio was approximately 65.8%, 66.7% and 70.1%, respectively. For the years ended
31 December 2011, 2012 and 2013, the Group’s average liquidity ratio was approximately 42.8%,
46.6% and 47.0%, respectively. See “Selected Statistical and Other Information” for further details.

The Group relies on its deposit base for the majority of its funding requirements. As at 31 December
2011, 2012 and 2013, the Group’s customer deposits accounted for approximately 90.2%, 86.1% and
85.6%, respectively, of its borrowed funds. The remainder of the Group’s funding requirements as at
31 December 2011, 2012 and 2013 were primarily satisfied through the issuance of certificates of
deposit and debt securities and, particularly for its RMB funding requirements, through interbank
borrowings.

In order to diversify the Group’s RMB funding sources, BEA (China) issued RMB4 billion in
aggregate principal amount of RMB-denominated bonds in Hong Kong in July 2009. BEA (China)
issued its first and second batch of RMB financial bonds with the issue sizes of RMB2 billion and
RMB3 billion in PRC’s interbank bond market in March and November 2011, respectively, and issued
RMBI billion in aggregate principal amount of senior unsecured bonds in Hong Kong in May 2012.

For the year ended 31 December 2013, the Group’s profit after taxation was HK$6,707 million
(U.S.$860 million), representing an increase of approximately 9.0% from the year ended 31 December
2012. For the year ended 31 December 2012, the Group’s profit after taxation was HK$6,154 million
(U.S.$789 million), representing an increase of approximately 38.3% from the year ended 31
December 2011.

For the years ended 31 December 2011, 2012 and 2013, the Group achieved a return on average assets
of approximately 0.7%, 0.9% and 0.9%, respectively, and a return on average equity of approximately
9.5%, 11.9% and 11.0%, respectively.



History

Incorporated in 1918, BEA is one of Hong Kong’s first independent local banks. BEA set up its first
branch in Shanghai in 1920 and has operated in Mainland China ever since. BEA believes that the
Group is well positioned to provide banking services to customers in Mainland China and Chinese
customers abroad.

In 1975, BEA launched the first Hong Kong dollar credit card in conjunction with Bank of America,
called the East Asia BankAmericard/VISA. In 1979, the East Asia BankAmericard/VISA credit card
became the first credit card that was accepted in Mainland China as a result of an agreement between
BEA and the Bank of China on foreign currency credit card settlement services.

BEA is one of the founders of Joint Electronic Teller Services Ltd. (“JETCO”), which was formed to
set up a network of ATMs in Hong Kong and Macau. BEA is also one of the founders of EPS Company
(Hong Kong) Limited (“EPSCO”) in Hong Kong, which was formed to facilitate the electronic
transfer of funds at the point of sale. In 1999, BEA was the first bank in Hong Kong to launch online
stock trading through its wholly-owned subsidiary, East Asia Securities Company Limited (“East Asia
Securities”). BEA was also the first bank in Hong Kong to provide comprehensive internet banking
services to its customers, through its Cyberbanking service.

BEA established its first PRC branch in Shanghai in 1920 and has been continuously operating in the
PRC since then. In April 2007, BEA (China), with the approval of CBRC, formally commenced
business as one of the first locally-incorporated banks in Mainland China. In 2008, BEA (China)
became the first foreign bank to launch RMB debit cards and RMB credit cards in Mainland China.

In June 2009, BEA entered into a number of strategic co-operation agreements with Criteria
CaixaCorp, S.A. (which changed its name to CaixaBank S.A. on 30 June 2011) (“CaixaBank”), a
Spanish listed holding company controlled by “la Caixa”, a major shareholder of BEA and a leading
financial institution in Spain. The agreements set out the framework and conditions on which any
future changes in CaixaBank’s investment in BEA would be effected, whilst preserving BEA’s
independence. The alliance with “la Caixa” Group enhances BEA’s access to the financial industry in
Spain, Europe and Latin America, and creates opportunities for potential joint business development
in the Asia-Pacific region.

In July 2009, BEA (China) became the first locally-incorporated foreign bank to issue RMB retail
bonds to retail investors and raised RMB4 billion through its debut issue of RMB bonds in Hong Kong.
In September 2009, BEA (China) was granted the status of Domestic Settlement Bank and Domestic
Agent Bank for cross-border RMB trade settlement services, and completed its first cross-border RMB
trade settlement transaction. In November 2010, BEA (China) completed its first cross-border RMB
transaction for foreign direct investment.

In March and November 2011, BEA (China) completed the issue of its first and second batches of
RMB financial bonds in an aggregate principal amount of RMB2 billion and RMB3 billion,
respectively, in the PRC’s interbank bond market. In May 2012, BEA (China) completed the second
issuance of RMB bonds for an aggregate principal amount of RMBI1 billion in Hong Kong.

In June 2013, BEA (China) was among the first batch of foreign banks to be granted a local mutual

fund distribution licence in Mainland China. In February 2014, BEA (China) was approved by PBOC
to be the first foreign bank as a reserve bank for payment institutions.
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Over the years, the Group has continuously expanded its network in Mainland China. As at 30 April
2014, the Group operated a total of 128 outlets in Mainland China, including the headquarters of BEA
(China) in Shanghai, 27 branches, 98 sub-branches as well as Shaanxi Fuping BEA Rural Bank
Corporation and Fuzhou Representative Office.

The following chart highlights some of the milestone developments of the Group’s business operations
in the PRC:

Year Events
1920 BEA established its first branch in Shanghai, China.
1979 BEA launched foreign currency credit card settlement services in

the PRC through an agreement with the Bank of China. East Asia
BankAmericard became the first credit card accepted in Mainland
China.

1986 BEA co-founded Mainland China’s first Sino-foreign
joint-venture finance company.

1988 BEA was the first foreign bank to pioneer the property mortgage
business in Mainland China.

1995 BEA received the “Best Foreign Bank in China” award from
Euromoney magazine.

1998 BEA Shanghai and Shenzhen branches were among the first
foreign bank branches approved to provide RMB business services
to foreigners and foreign-invested enterprises.

2002 BEA was the first foreign bank in Mainland China to receive
government approval for providing comprehensive foreign
currency banking services to local residents and enterprises. BEA
was one of the first foreign banks in Mainland China to receive
government approval for providing Internet banking services in
Mainland China.

2004 BEA was one of the first foreign banks in Mainland China to
receive government approval for providing RMB services to local
enterprises.

2005 BEA was one of the first foreign banks in Mainland China to

receive government approval for offering agency services for both
general and life insurance products in Mainland China.

2006 BEA was one of the first foreign banks in Mainland China to
receive CBRC approval as a Qualified Domestic Institutional
Investor (“QDII”), and the first foreign bank to obtain foreign
exchange quota to conduct all QDII business activities. BEA was
one of the first foreign banks in Mainland China to receive
government approval for providing fixed deposits services with a
minimum amount of RMB 1 million to local residents. BEA was
one of the first foreign banks in Mainland China to receive
government approval for conversion into a locally-incorporated
foreign-invested banking corporation in Mainland China.
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2007

2008

2009

2010

2011

2012

2013

2014

BEA (China), a wholly owned subsidiary of BEA, was
incorporated in Mainland China as one of the first four
locally-incorporated foreign banks.

BEA (China) was the first locally-incorporated foreign bank in the
PRC to offer RMB credit cards and RMB debit cards in Mainland
China. BEA (China) was one of the first locally-incorporated
foreign banks in Mainland China to launch RMB trust products.

BEA (China) was the first locally-incorporated foreign bank to
issue RMB retail bonds in Hong Kong, raising RMB4 billion
through its debut RMB bond issue. BEA (China) became both a
domestic settlement bank and domestic agent bank in Mainland
China for cross-border RMB trade settlement services.

BEA (China) became the first foreign bank to open its own data
centre in Mainland China (in Shanghai). BEA (China) celebrated
the grand opening of its new flagship in Mainland China - BEA
Finance Tower in Lujiazui, Shanghai. BEA (China) received
approval from PBOC in December 2010 to issue RMB financial
bonds worth up to RMBS5 billion in the PRC’s interbank bond
market, with a maximum tenor of 3 years.

In March, BEA (China) completed the issue of its first batch of
RMB financial bonds with an issue size of RMB?2 billion in the
PRC’s interbank bond market.

In November, BEA (China) completed the issue of its second
batch of RMB financial bonds with an issue size of RMB3 billion
in the PRC’s interbank bond market.

In May, BEA (China) completed the issue of RMB senior
unsecured bonds with an issue size of RMBI1 billion in Hong
Kong.

BEA (China) was among the first batch of foreign banks to be
granted a local mutual fund distribution licence in Mainland
China.

BEA was approved as a RMB Qualified Foreign Institutional
Investor (“RQFII”) by the China Securities Regulatory
Commission (“CSRC”).

BEA (China) was approved by PBOC to be the first foreign bank
as a reserve bank for payment institutions.

BEA (China) became the first foreign bank to provide
cross-border electronic RMB payment service in the China
(Shanghai) Pilot Free Trade Zone (“Shanghai FTZ”).

In 2013, BEA received a number of awards in recognition of its performance, including “2013 Best

SME’s Partner Award” organised by the Hong Kong General Chamber of Small and Medium Business

Limited (for the sixth consecutive year); Wen Wei Po’s “2013/14 Distinguished Banking & Finance
Award — Outstanding Corporate Banking Services”; Metro Finance, Metro Finance Digital and Wen
Wei Po’s “2013 RMB Business Outstanding Awards — Outstanding Innovative Products/Services —
Connecting China and Hong Kong Award”; BENCHMARK magazine’s “Outstanding Achiever for



Customer Commitment (Retail Bank)”; MasterCard Worldwide’s “The Highest Growth Rate in 2012
Cardholder Spending in Hong Kong — Winner”, “The Highest Growth Rate in 2012 Outstandings in
Hong Kong - 2nd Runner Up” (for card issuance) and “The Highest Market Share in 2012 Cross-border

Merchant Purchase Volume in Hong Kong — 2nd Runner Up” (for merchant acquiring); UnionPay
International’s “2012 Innovative Award — Exclusive Year — Round Reward Platform” (for card
issuance) and “Outstanding Acquiring Performance Award in 2012 — UnionPay Online Payment

Volume” (for merchant acquiring); and Visa Inc.’s “Risk Management Best Fraud Control, Issuing”
(for card issuance) and “Lowest Non-Fraud Chargeback Rate, Acquirer — Visa 2012 Global Service
Quality Performance Awards” (for merchant acquiring).

BEA Union Investment Asian Bond and Currency Fund of BEA Union Investment Management
Limited also received a number of awards in 2013, including “Best Bond Fund, Asia Pacific” (3-year
performance) in Lipper Fund Awards Programme 2013 Hong Kong; Asia Asset Management’s “2012
Best of the Best Performance Awards — Asian Bonds, Hard Currency” (3-year performance);
Asianlnvestor’s “Asianlnvestor Investment Performance Awards 2013 — Best Asian Fixed Income,
US Dollar”; Fundsupermart.com’s “FSM Recommended Mutual Fund Awards 2013/14 — Asian Fixed
Income”; and BENCHMARK magazine’s “BENCHMARK Fund of the Year Awards 2013: Asia Fixed
Income within Funds Awards, Best-In-Class”. BEA (MPF) Greater China Equity Fund of BEA Union
Investment Management Limited was awarded “BENCHMARK Fund of the Year Awards 2013:
Greater China Equity within MPF Awards, Best-In-Class” by BENCHMARK magazine.

STRATEGY

BEA’s core objectives are to strengthen its position and to further develop its domestic franchise as
the largest independent local bank in Hong Kong, and to further diversify its operations and expand
its operations in Mainland China and other overseas countries. The Group will continue to maintain
its growth strategy for its businesses and operations and, at the same time, keep up the process of
enhancing its cost-to-income performance. Given the increasingly close economic connection among
Mainland China, Hong Kong and the countries of Southeast Asia, the Group will continue to enhance
the momentum of its business under the “China-Hong Kong Link (H'#Hi#))” initiatives. The key
components of the Group’s strategy are below.

Expansion in Mainland China and Other Overseas Countries

The Group intends to continue to develop its business in Mainland China and other overseas markets,
particularly Singapore and the United Kingdom. The Mainland China market remains an important
focus for the Group. The Group intends to consolidate and strengthen its position in Mainland China
through capitalising on opportunities arising from the liberalisation of the banking sector and the
internationalisation of RMB. Through the establishment of a locally-incorporated bank, BEA (China),
the Group is able to provide a comprehensive range of RMB and foreign currency banking products
and services to customers in Mainland China. BEA (China) will continue to optimise the use of its
assets and of its Mainland China - Hong Kong connection to deliver a wide range of tailored services
for its clients. As a key driver of growth, BEA (China) will further strengthen cross-referral businesses
between Mainland China, Hong Kong and overseas to capture opportunities arising from increasing
business flows to and from the Mainland China. Leveraging from the Group’s international banking
experience and long history of presence in Mainland China, BEA (China) aims to position itself as a
“Chinese foreign bank” — a foreign bank run by ethnic Chinese which understands the local culture
and needs of its customers.

Given the size of the Mainland China market and the already extensive physical presence of the
domestic banks, the Group does not intend to compete with the domestic banks by opening an
extensive branch network. The Group currently focuses on supply chain financing programme, trade
finance, treasury products, cash management, and wealth management and considers other major
foreign banks and city commercial banks to be its main competitors.
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In 2013, through the Outlet Repositioning Programme, BEA (China) reallocated its branch resources
and refined its services based on location and customer profile of each outlet, in order to optimise the
business potential of its branch network. BEA (China) also piloted its supply chain financing
programme in early 2013 and rolled it out more widely in 2014 to expand its customer reach. In view
of the internationalisation of RMB, the Group intends to further strengthen collaboration among its
branch networks in Hong Kong, Mainland China and overseas. To capture opportunities arising from
increasing business flows to and from Mainland China, BEA (China) provides integrated cross-border
financial services for both trade and non-trade transactions, so as to meet clients’ growing needs in
overseas acquisition and business expansion.

As in the past, the Group intends to continue to expand its branch network strategically according to
the business demand and the market environment in Mainland China.

Diversification of non-interest income

The Group implements its strategy in Hong Kong by continuing to broaden its product range,
upgrading product features and exploring new market opportunities. The Group’s wealth management
and private banking business will continue to be the focus of the Group’s core business development
in the near future. The Group will further develop and enhance its corporate services and share
registration businesses through BEA’s subsidiary, Tricor. The Group will also continue to develop the
insurance business of Blue Cross and BEA Life, and intensify cross-selling opportunities to its
existing customer base. In addition, the Group will drive and implement ongoing improvements on
customer platforms, such as the Cyberbanking and BEA apps, to further enhance service quality and
offer communication for new customers that are less readily accessible through traditional physical
channels.

Enhancement of profitability via active asset and liability management

The Group intends to continue to optimise its asset mix through active asset and liability management
and allocation in order to enhance its profitability and net worth.

Transformation of its branch network

Through repositioning and rationalising its branch network and re-distributing resources, the Group
seeks to transform its Hong Kong branches into sales centres to provide banking products and services
to its customers and in particular, to target high net worth customers. The Group will endeavour to
enhance its appeal to capture affluent individuals and further raise its profile through presence in
Central Business District and other prime high-end shopping areas. As at 30 April 2014, BEA’s
network covered 89 branches, 62 SupremeGold Centres and nine i-Financial Centres in Hong Kong,
offering a comprehensive platform for the Group to provide priority services to high net worth
customers. The Group also piloted its first “digital branch” in February 2014 to meet the needs of an
increasingly tech-savvy consumer base. The digital branch model allows the Group to serve customers
more efficiently.

The Group intends to increase investments in innovation to contain the distribution cost of providing
banking services. The Group will continue to empower its customers by applying the latest banking
technologies to banking.

Acquisitions and organic growth

The Group maintains a close focus on creating value for customers and investors, providing high
quality financial services and seeking investment opportunities that generate favourable returns. The
Group aims to grow organically, by providing one-stop financial services to customers, and through
acquisitions, by seeking expansion opportunities in Hong Kong, Mainland China and overseas that
have the potential to enhance the Group’s return on equity.



Focus on enhancing operational efficiency

The Group aims to further enhance efficiency and market competitiveness. The Group will continue
to implement a range of cost-management initiatives across the Group and maintain cost discipline
while investing in areas that offer good growth potential. The Group will also continue to enforce and
explore technological innovation to streamline the selling, servicing and operation processes. A
selection of banking products will be sold with the transaction processed via a wide range of
e-channels. The Group will focus on growth across its operations and implement strategies to optimise
its asset and portfolio mix, as well as remaining vigilant in managing its risks and striving to enhance
efficiency and productivity.

BUSINESS OVERVIEW

The Group’s core businesses are the acceptance of deposits and home mortgage lending in Hong Kong.
As at 31 December 2011, 2012 and 2013, approximately 9.1%, 7.6% and 7.3%, respectively, of the
Group’s total advances to customers constituted advances to individuals for the purchase of residential
property (including advances under GHOS, PSPS and TPS), and approximately 16.7%, 15.1% and
12.7% , respectively, comprised advances for property development and property investment in Hong
Kong. As at 30 April 2014, BEA had over 1.5 million personal customers in Hong Kong. BEA’s general
banking services include the provision of chequing and deposit accounts, ATMs, telephone banking,
internet banking, mobile banking, foreign exchange services and money remittance. Other operations
offered by the Group include consumer finance, credit cards, insurance, investment services,
Mandatory Provident Fund (“MPF”) services, trade finance, project finance, loan syndication, stock
broking and asset management services.

As at 30 April 2014, BEA had 89 branches, 62 SupremeGold Centres and nine i-Financial Centres in
Hong Kong. BEA is a founding member of JETCO, which provided over 3,000 ATMs throughout Hong
Kong, Macau and major cities in Mainland China as at 30 April 2014. BEA is also one of the founding
members of EPSCO, which currently processes debit card transactions at more than 40,000 acceptance
locations in Hong Kong, Macau and Shenzhen.

BEA introduced multi-function ATM terminals in February 2011 at strategic locations that allow
customers to withdraw cash, deposit cash with instant credit to accounts and deposit cheques. In
August 2011, BEA introduced chip-based ATM technology to enhance customer protection against
ATM fraud. BEA was one of the first banks in Hong Kong to issue an ATM chip card and introduce
chip-enabled ATM terminals.

As of 30 April 2014, BEA has 30 branches, 102 sub-branches and one representative office in
Mainland China, Taiwan and Macau. In addition, BEA has two subsidiaries, Shaanxi Fuping BEA
Rural Bank Corporation in Mainland China and BEAWMS in Taiwan. Headquartered in Shanghai,
BEA (China) operates 27 branches and 98 sub-branches and plans to strategically expand its network
in Mainland China.

BEA (China) provides comprehensive RMB and foreign currency banking services to all customers.
Services include but are not limited to deposit-taking, loans and advances, debit cards, credit cards,
cyberbanking and cash management, wealth management services, private banking, investment and
derivative products, agency services for life and general insurance, remittance and settlement, RMB
cross-border trade settlement services, domestic and international trade finance facilities, supply chain
financing, standby letters of credit, bank guarantees, distribution of local mutual funds, and
third-party payment. As at 31 December 2011, 2012 and 2013, the assets of the Group’s operations in
Mainland China, Taiwan and Macau collectively accounted for approximately 45.6%, 47.7% and
47.7% of the Group’s total assets, respectively, and the profit before taxation of the Group’s operations
in Mainland China, Taiwan and Macau collectively accounted for approximately 44.1%, 30.8% and
34.1% of the Group’s consolidated profit before taxation for the years ended 31 December 2011, 2012
and 2013, respectively.



For the years ended 31 December 2011, 2012 and 2013, the Group’s operating income and profit
before taxation by business segment were as follows:

Operating income/(expense)

Year ended 31 December

2011 2012
Restated Restated” 2013
(in HK$ (in HK$ (in HK$
millions) millions) millions)
Hong Kong Region
Personal Banking .. ... ... .. ... ... ... ... ... ...... 2,365 2,867 2,834
Corporate Banking . .. ... ... ... .. .. ... ... .. ..., 2,462 1,940 3,055
Treasury Markets ... ... ... ... .. ... ... ... (1,500) 535 53
Wealth Management . ... ... ... ... ... ... ........... 555 461 608
Financial Institutions ‘® ... .. .. .. ... ... ... ... ... ..... 123 190 115
Others ) . . .. . 742 684 789
China Operations ® . . ... ... ... ... . .. 5,642 5,740 6,986
Overseas Operations O 1,309 1,305 1,389
Corporate Services A 984 1,053 1,074
Others MV 381 663 684
Inter-segment elimination. . ... ............ ... .. ... (348) (329) (334)
Total . ... ... e 12,715 15,109 17,253

Profit/(Loss) before taxation

Year ended 31 December

2011 2012
Restated Restated " 2013
(in HK$ (in HK$ (in HK$
millions) millions) millions)
Hong Kong Region
Personal Banking ® ... ... ... .. .. ... .. ... . ......... 982 1,274 1,151
Corporate Banking . .. ... ... ... .. ... ... ... .. ..., 2,330 1,686 2,797
Treasury Markets ... ... ... ... .. ... ... ... (1,570) 481 (80)
Wealth Management . ... ... ... ... ... ... .. ... ...... 417 318 428
Financial Institutions ® ... ... ... ... ... ... ... ... ..... 111 177 101
Others ) . . .. 278 211 245
China Operations ® . ... ... ... ... . .. 2,373 2,155 2,783
Overseas Operations @ ... ... ... ... .. ................ 1,288 1,502 1,623
Corporate Services 'O . . . 311 312 284
Others 10 (772) (551) (846)
Inter-segment elimination. . .. .......... .. .. .. .......... 3 — —
Total . .. ... ... 5,751 7,565 8,486
Notes:

(1)  The 2012 figures have been restated due to the modification of the internal fund transfer pricing methodology of the
Issuer with a view to further enhancing the allocation process of interest income and expenses of Hong Kong banking
operations.

(2)  Personal banking includes branch operations, personal internet banking, consumer finance, property loans and credit card
business in Hong Kong.
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(3)  Corporate banking includes corporate lending and loan syndication, asset based lending, commercial lending and

securities lending in Hong Kong.
(4)  Treasury markets includes treasury operations and securities dealing in Hong Kong.
(5)  Wealth management includes private banking business and related assets in Hong Kong.
(6)  Financial institutions includes trade financing activities with correspondent banks in Hong Kong.

(7)  Other Hong Kong banking operations include insurance business, trust business, securities & futures broking, money

lender activities and corporate financial advisory in Hong Kong.

(8)  China operations include the back office unit for China operations in Hong Kong, all branches, subsidiaries and
associates operated in China, except those subsidiaries carrying out corporate services, data processing and other back

office operations in China.

(9)  Overseas operations include the back office unit for overseas banking operations in Hong Kong, all branches, subsidiaries
and associates operated in overseas, except those subsidiaries carrying out corporate services in overseas.

(10) Corporate services include company secretarial services, share registration and business services, and offshore corporate
and trust services.

(11) Other businesses include property related business, supporting units of Hong Kong operations, investment properties,
bank premises, the net results of other subsidiaries in Hong Kong except for those subsidiaries which are included in
other Hong Kong banking operations.

For the year ended 31 December 2013, the Group achieved a record high profit attributable to owners
of the parent of HK$6,613 million, representing an increase of HK$557 million or approximately
9.2%, compared to the HK$6,056 million earned for the year ended 31 December 2012. For the year
ended 31 December 2013, the Group’s net interest income amounted to HK$12,167 million,
representing an increase of HK$2,443 million or approximately 25.1%, compared to the HK$9,724
million reported for year ended 31 December 2012, primarily due to growth in advances to customers
and a widening of the net interest margin. The Group’s impairment losses for the year ended 31
December 2013 amounted to HK$527 million, representing an increase of HK$262 million or
approximately 98.9%, compared to the HK$265 million reported for year ended 31 December 2012.
The increase was mainly related to loans and advances. The Group’s operating profit after impairment
losses for the year ended 31 December 2013 was HK$7,143 million, representing an increase of
HK$1,024 million or approximately 16.7%, compared to the HK$6,119 million reported for year ended
31 December 2012.

For the years ended 31 December 2011, 2012 and 2013, the Group’s operating income and profit
before taxation by geographical location were as follows:

Operating income

Year ended 31 December

2011 2012

Restated Restated 2013

(in HK$ (in HK$ (in HK$

millions) millions) millions)
Hong Kong . ... .. . . 5,595 7,856 8,719
People’s Republic of China V. ... ... ... ... ... ... .. ... 5,821 5,920 7,150
Other Asian COUNTIIES . . . . o v it e e e e e e 745 907 1,019
Others . . .. . e 906 798 760
Inter-segment elimination. . .. .......... ... ... ... ....... (352) (372) (395)
Total . . ... .. . . 12,715 15,109 17,253




Profit/(Loss) before taxation

Year ended 31 December

2011 2012

Restated Restated 2013

(in HK$ (in HK$ (in HK$

millions) millions) millions)
Hong Kong . ... ... . 1,961 3,661 3,898
People’s Republic of China V... ... ... ... ... ... ... .. ... 2,538 2,328 2,892
Other Asian CoOUNtIries . . . . . . v vttt e e e e e 728 852 929
Others . . . ... 521 724 767
Inter-segment elimination. . . . ... ........ ... ... 3 — —
Total . . . ... 5,751 7,565 8,486

Note:

(1)  This includes Mainland China, Taiwan and Macau but excludes Hong Kong.
HONG KONG
Home Mortgages

As at 31 December 2011, 2012 and 2013, home mortgages (including advances under GHOS, PSPS
and TPS) in Hong Kong represented one of the most significant segments of the Group’s total
advances to customers, accounting for HK$28,625 million, HK$26,508 million and HK$29,633
million, respectively, or approximately 9.1%, 7.6% and 7.3%, respectively, of the Group’s total
advances to customers. As at 31 December 2011, 2012 and 2013, advances under GHOS, PSPS and
TPS accounted for HK$1,379 million, HK$1,171 million and HK$1,096 million, respectively, or
approximately 0.4%, 0.3% and 0.3%, respectively, of the Group’s total advances to customers.

The majority of home mortgages are extended to buyers of housing units in Hong Kong who intend
to occupy the premises, which include advances guaranteed by the Hong Kong Government under
GHOS, PSPS and TPS to assist lower income families in purchasing homes. Other home mortgages
are extended to individuals purchasing residential units for investment purposes.

The Group intends to continue maintaining its market share in the mortgage business by diversifying
and customising the mortgage loans offered to its customers and providing tailor-made services to its
existing and potential customers.

All home mortgage advances are secured by a first legal charge on the property and, in certain
circumstances, the Group may also require personal guarantees as additional security. The Group
provides various different mortgage plans, including floating Prime-based rate and floating
HIBOR-based rate mortgage plans which are repayable by instalments. As at 31 December 2013, the
average original advance maturity is approximately 21 years for home mortgages (excluding advances
under GHOS, PSPS and TPS). The average size of a home mortgage advance (excluding advances
under GHOS, PSPS and TPS) at origination is approximately HK$2.1 million. For a discussion of the
Group’s loan-to-value lending limits applicable to home mortgage advances, see “Selected Statistical
and Other Information — Risk Management and Credit Policies”. For a discussion of the Group’s
lending rates applicable to home mortgage advances, see “Selected Statistical and Other Information
— Advance Portfolio — Advance Analysis”. The Group maintains close relationships with most
property developers in Hong Kong, which has enabled the Group to source a significant amount of
home mortgage and commercial mortgage advance business.



Trade Finance and Commercial Mortgages

Commercial mortgages comprise advances to individuals and small-to-medium-sized enterprises
(“SMEs”) to purchase retail shops, office space, factories and residential properties, whereas trade
finance comprises loans to companies to accommodate their working capital requirements through
overdraft facilities, short-term advances, trust receipts, invoice financing loans, corporate tax loans,
export credit, packing loans and factoring facilities. The Group also provides treasury products and
other trade finance related services to its customers, including advice on export documentary credits
to be received by the customer, shipping guarantees, issuance of all types of documentary credits,
negotiation of bills under documentary credits and collection of bills.

All commercial mortgage advances are secured by a first legal charge over the property and, in some
circumstances, by additional collateral such as time deposits, listed securities and other financial
instruments that the Group deems acceptable. The average advance maturity is approximately 15 years
for commercial mortgages. For a discussion of commercial mortgage advances, see “Selected
Statistical and Other Information — Advance Portfolio — Advance Analysis”.

The customers of the Group’s trade finance services range from manufacturing companies to large
trading companies and multinational corporations. The Group intends to continue to increase income
contribution and market share from trade finance by providing its customers with more
market-oriented products through its business managers. The trade finance sector in Hong Kong is
well developed and, consequently, the Group is seeking to capitalise on its network in Mainland China
to market its trade finance services to the increasing number of customers with operations in Mainland
China. In 2013, the Group created a dedicated department to focus on the development of cross-border
business, and on the regions and industries with the greatest potential nationwide. This further
enhanced collaboration with BEA (China) and helped drive growth in the Group’s trade bills portfolio.
As a result of these efforts, and underpinned by rising external trade and the cost benefit of financing
in Hong Kong, BEA believes that the Group is in a position to take advantage of the demand from
Chinese corporations.

Trade finance advances are made on either a fully or partially secured basis by way of a mortgage of
property or cash collateral or on an unsecured basis. Factoring facilities are offered to exporters to
provide financing through purchase of receivables as well as offering credit protection and receivables
collection services. The receivables managed under factoring are assigned to the Group, and credit
protection is supported by back-to-back credit insurance issued by accredited insurance agencies or
covered by inter-factoring arrangements. The Group has guidelines in place for assessing mortgage
credit, based on asset criteria (including, in the case of individual customers, price, appraised value
of the property, location, current market conditions and liquidity of the property) and customer criteria
(including, in the case of individual customers, occupation, age, income and debt servicing ability).
Trade finance advances typically have a relatively short maturity. For example, advances used to
finance imports often have a maturity of only 90 to 120 days.

As at 31 December 2013, trade finance and commercial mortgage advances amounted to HK$25,098
million, representing an increase of approximately 12.4% as compared with the figure reported as at
31 December 2012, and accounted for approximately 6.2% of the Group’s total advances to customers
as at 31 December 2013. As at 31 December 2012, trade finance and commercial mortgage advances
amounted to HK$22,321 million, representing an increase of approximately 2% as compared with the
figure reported as at 31 December 2011, and accounted for approximately 6.4% of the Group’s total
advances to customers as at 31 December 2012.

Consumer Finance
Consumer advances include unsecured advances to individuals for purposes such as education, tax
payments, travel and home improvement and decoration, and also include overdrafts. In addition, the

Group also offers its consumers application facilities for personal advances through its Cyberbanking
and ATM services.



The Group offers a series of lending programmes with varied product features including a personalised
interest rate based on the relevant customer’s credit standing, payment holidays and tax advance
packages.

The Group runs an annual tax loan promotion campaign, the “Tax Loan Programme”, during the tax
season in Hong Kong. The Tax Loan Programme offered to customers during the 2013/2014 tax season
achieved a loan book of HK$2,023 million as at 30 April 2014, representing an increase of
approximately 8.4% in programme drawdowns as compared with Tax Loan Programme for 2012/2013
tax season.

In 2013, the Group launched a number of consumer loan packages with competitive offers in order to
broaden its customer base and expand its market share in the consumer lending business. In March
2013, the Group launched the new “Debt Clearance Plan Programme”, which offers a personalised
interest rate with an annualised percentage rate as low as 4.66%. With a larger loan size of 21 times
customer’s monthly salary and a longer tenor of 96 months offered under the loan package, customers
may solve their financial difficulty by consolidating all debts into one loan at greater ease.

The Group also launched instalment loan cross-selling programmes in 2013 to satisfy the diverse
borrowing needs of customers. One of the programmes targeted professionals with tiered pricing based
on a drawdown amount from 3.0% (P-2.25%) to 4.75% (P-0.5%) per annum and BEA mortgage loan
customers with personalised interest rate ranging from an annualised percentage rate of 4.36% to
26.40%.

As at 31 December 2013, total outstanding consumer advances amounted to HK$3,965 million,
representing an increase of approximately 25.7% as compared with the figure reported as at 31
December 2012, which accounted for approximately 1.0% of the Group’s total advances to customers
as at 31 December 2013. As at 31 December 2012, total outstanding consumer advances amounted to
HKS$3,154 million, representing a decrease of approximately 1.5% as compared with the figure
reported as at 31 December 2011, which accounted for approximately 0.9% of the Group’s total
advances to customers as at 31 December 2012. As at 31 December 2011, total outstanding consumer
advances amounted to HKS$3,202 million, representing an increase of approximately 19.1% as
compared with the figure reported as at 31 December 2010, which accounted for approximately 1.0%
of the Group’s total advances to customers as at 31 December 2011.

Credit Gain Finance Company Limited (“CGFC”) is a wholly-owned subsidiary of BEA which has
engaged in the Hong Kong sub-prime loan business since late 2006. As at 30 April 2014, CGFC
operated through 20 branches across Hong Kong. In addition to unsecured loans, CGFC also offers
various secured loan products to diversify its asset portfolio. CGFC intends to capitalise on the
potential of the Mainland China market by establishing a presence in major cities nationwide. It
opened two outlets in Shenzhen in 2013 and established a subsidiary, Chongqing Dongrong Business
Consultancy Company Limited, in Chongqing in 2014. As at 31 December 2011, 2012 and 2013, the
total portfolio balance of CGFC was HK$416 million, HK$498 million and HK$599 million,
respectively, representing approximately 0.1%, 0.1% and 0.1%, respectively, of the total advances to
customers of the Group.

CGFC was awarded “Prime Awards for Banking and Finance Corporations 2013 — The Best Brand in
Loans” by MetroBox Magazine and “Capital Weekly Service Awards 2013 — Finance Service” by
Capital Weekly Magazine in 2013.

Credit Cards

As at 31 December 2013, credit card advances amounted to HK$4,137 million, which accounted for
approximately 1.0% of the Group’s total advances to customers and represented an increase of
approximately 8.8% as compared with the figure reported as at 31 December 2012. As at 31 December
2012, credit card advances amounted to HK$3,802 million, which accounted for approximately 1.1%
of the Group’s total advances to customers and represented an increase of 4.2% as compared with the

— 61 —



figure reported as at 31 December 2011. As at 31 December 2011, credit card advances amounted to
HK$3,649 million, which accounted for approximately 1.2% of the Group’s total advances to
customers and represented an increase of approximately 18.2% as compared with the figure reported
as at 31 December 2010.

The Group launched various promotional activities throughout 2013, with a focus on dining and
entertainment in order to build habitual card usage, and has also participated in offering promotional
deals with renowned dining groups, restaurants and retail shopping merchants. The best in market
entertainment platform, including concert priority booking promotions and exclusive discounts for
movie tickets at popular cinema chains as well as karaoke discounts, has proved to be appealing to the
Group’s customers. Different spending programmes with tailor made incentives were also offered to
boost up the spending level.

In addition, to reward loyalty cardholders, a “BE A VIP” Disneyland Halloween buyout event in
partnership with Visa was organised in September 2013. Over 13,000 BEA’s guests were among the
first to experience Disney’s Haunted Halloween and the Park was open exclusively for the Bank’s
guests. BEA also invited over 200 representatives from the Children’s Cancer Foundation, Ebenezer
School, Hong Kong Society for the Protection of Children, and New Life Psychiatric Rehabilitation
Association to join the fun-filled outing.

The Group intends to continue to develop the credit card business and expects profits to increase as
more customers increase their spending using BEA’s credit cards.

Insurance Products and Services

Blue Cross, acquired by BEA in December 1999, is a wholly-owned subsidiary of BEA and a part of
BEA’s bancassurance services. With over 40 years of operational experience in the insurance industry,
Blue Cross provides a comprehensive range of non-life products and services, including medical,
travel, and general insurance, to cater for the needs of both individual and corporate customers. BEA
believes that Blue Cross is one of the market leaders in the medical and travel insurance industry.

To enhance customer experience and convenience riding on the rapid growth of e-channel, a wide
range of personal general insurance products (relating to travel, household, domestic helpers,
decoration and personal accident) are available for direct purchase through Blue Cross’ and BEA’s
insurance websites.

Blue Cross is one of the market leaders in the medical and travel insurance industry. It has received
a number of awards in recognition of its contributions in the spheres of insurance provision and
customer service. In 2013, Blue Cross was assigned a financial strength rating of A- (Excellent) and
an issuer credit rating of “a-” by A.M. Best Company, a global full-service credit rating firm
specialising in the financial services industry.

BEA Life commenced business in January 2008. BEA Life is a wholly-owned subsidiary of BEA and
serves as BEA’s life insurance arm. It underwrites and distributes a full range of life insurance
products and services including whole life, endowment, annuity, term plans, and investment-linked
products. In addition, RMB-denominated short-term savings products have been launched to tie in
with general public’s anticipation of Renmimbi’s appreciation in the long run. BEA Life also offers
critical illness and medical savings plans with various benefits features to meet the diverse needs of
its customers.

Blue Cross and BEA Life distribute their products through BEA’s 89 branches, 63 SupremeGold

Centres and nine i-Financial Centres, insurance agents, brokers, allied partners, and the BEA and Blue
Cross websites.
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The total premium income of Blue Cross and BEA Life for the year ended 31 December 2013 was
HK$2,481 million, approximately a 4% increase as compared with the figure reported for the year
ended 31 December 2012. The non-life insurance premium income of Blue Cross for the year ended
31 December 2013 was HK$1,060 million, approximately a 11% increase as compared with the figure
reported for the year ended 31 December 2012.

The total premium income of Blue Cross and BEA Life for the year ended 31 December 2012 was
HK$2,387 million, approximately a 18% increase as compared with the figure reported for the year
ended 31 December 2011. The non-life insurance premium income of Blue Cross for the year ended
31 December 2012 was HK$955 million, approximately a 15% increase as compared with the figure
reported for the year ended 31 December 2011.

The life insurance premium income of BEA Life for the year ended 31 December 2013 as calculated
by the New Business Index, an index defined as the total amount of all regular premium plus 10% of
single premiums (life insurance policies which require one lump sum payment), was HK$605 million,
representing approximately a 14% increase as compared with the figure reported for the year ended
31 December 2012.

The life insurance premium income of BEA Life for the year ended 31 December 2012 as calculated
by the New Business Index was HK$532 million, representing approximately a 23% increase as
compared with the figure reported for the year ended 31 December 2011.

MPF Services and Other Trustee Services

In October 1999, Bank of East Asia (Trustees) Limited (“BEAT”), a wholly-owned subsidiary of BEA,
was granted the status of an approved trustee under the MPF Schemes Ordinance. Through this
subsidiary, the Group offers a full-range of MPF services, including trustee, scheme administration,
investment management and custody services, to employers, employees and the self-employed
persons. BEAT is one of two approved trustees under the MPF Schemes Ordinance licensed to offer
both the Master Trust Schemes and the Industry Scheme in Hong Kong.

BEAT has committed to offer its scheme members a wide range of investment choices. As at 30 April
2014, BEA (MPF) Master Trust Scheme offered 16 constituent funds for investment including BEA
(MPF) Growth Fund, BEA (MPF) Balanced Fund, BEA (MPF) Stable Fund, BEA (MPF) Global Equity
Fund, BEA (MPF) European Equity Fund, BEA (MPF) North American Equity Fund, BEA (MPF)
Asian Equity Fund, BEA (MPF) Greater China Equity Fund, BEA (MPF) Hong Kong Equity Fund,
BEA (MPF) Japan Equity Fund, BEA China Tracker Fund, BEA Hong Kong Tracker Fund, BEA (MPF)
Global Bond Fund, BEA (MPF) RMB & HKD Money Market Fund, BEA (MPF) Long Term
Guaranteed Fund and BEA (MPF) Conservative Fund. As at 30 April 2014, BEA (MPF) Value Scheme
consisted of 10 constituent funds including BEA Growth Fund, BEA Balanced Fund, BEA Stable Fund,
BEA Global Equity Fund, BEA Asian Equity Fund, BEA Greater China Equity Fund, BEA Greater
China Tracker Fund, BEA Hong Kong Tracker Fund, BEA Global Bond Fund and BEA MPF
Conservative Fund. BEA (MPF) Industry Scheme consists of 10 constituent funds including BEA
(Industry Scheme) Growth Fund, BEA (Industry Scheme) Balanced Fund, BEA (Industry Scheme)
Stable Fund, BEA (Industry Scheme) Asian Equity Fund, BEA (Industry Scheme) Greater China
Equity Fund, BEA (Industry Scheme) Hong Kong Equity Fund, BEA China Tracker Fund, BEA Hong
Kong Tracker Fund, BEA (Industry Scheme) RMB & HKD Money Market Fund and BEA (Industry
Scheme) MPF Conservative Fund.



All constituent funds under BEA (MPF) Master Trust Scheme and BEA (MPF) Industry Scheme
(except RMB & HKD Money Market Fund, China Tracker Fund, Hong Kong Tracker Fund, BEA
(MPF) Long Term Guaranteed Fund and Conservative Fund) invest in two or more approved pooled
investment funds based on the “fund-of funds” approach. This investment strategy seeks to diversify
risks and aims at enabling BEAT to obtain competitive investment returns for its MPF customers by
taking advantage of the strengths of different fund houses. To satisfy the different needs of the Group’s
customers, a new Master Trust Scheme, BEA (MPF) Value Scheme, was launched on 25 October 2012.
The investment strategy under this scheme is single investment manager which is totally different
from our BEA (MPF) Master Trust Scheme which has a multi investment managers approach. Most
constituent funds are solely investing in approved pool investment fund(s) managed by our Investment
Manager, BEA Union Investment Management Limited.

Since their launch, the Group’s Master Trust Schemes and Industry Scheme have recorded stable
growth in both membership and assets. Offering a wide range of products and providing some of the
strongest investment returns in the market, the Group has built a reputation as one of Hong Kong’s
premier MPF providers.

In recognition of the performance of the Group’s MPF services, BEA was the winner of MetroBox
Magazine’s “Prime Awards for Banking and Finance Corporations 2012” and won “The Best MPF
Scheme” for the second consecutive year in August 2012.

In addition to MPF services, BEAT also offers a complete range of trustee services to both individual
and corporate clients. BEAT acts as executor and trustee of wills, an administrator of estates, attorney
administrator for overseas estates having assets in Hong Kong and as escrow agent for commercial
transactions. BEAT also acts as trustee for family or other trusts and settlement, investment funds, unit
trusts, charities, public funds and capital market issues. For the year ended 31 December 2013,
BEAT’s revenue from its private trust business was HK$17.53 million, representing an increase of
approximately 17.18% and 37.06%, respectively, compared with the figures reported for the year
ended 31 December 2012 (HK$14.96 million) and for the year ended 31 December 2011 (HK$12.79
million).

Internet Banking Services

Internet banking services provided by the Group include BEA’s Cyberbanking and Cybertrading
services.

Cyberbanking

Launched in September 1999, BEA’s Cyberbanking allows customers to manage up to 12 separate
bank accounts by accessing a single account on the internet, over fixed-line telephones and mobile
phones. BEA’s Cyberbanking offers a variety of banking functions, including balance enquiry,
estatement & eadvice, rate enquiry, change of address, funds transfer, remittance, placement and
renewal of time deposit, bill payment, credit card transactions and redemption of bonus points for
gifts, an online application for mortgages and free property valuation services, stock and gold trading,
foreign exchange margin and option margin trading, unit trust subscription and redemption, linked
deposits, electronic initial public offering and other investment products, purchase of TravelSafe
insurance and MPF account enquiry and deposit. In order to provide more flexibility for scheme
members to manage their MPF accounts effectively, the Group launched a new service, Cyberbanking
(MPF), in February 2008. Cyberbanking (MPF) enables scheme members to access their BEA MPF
accounts via the internet to review their account balance, deposit and withdrawal history and current
investments and obtain fund information. In 2013, the Group started offering electronic bill
presentment and payment service to its Cyberbanking customers.
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Mobile Application

To extend its reach into mobile banking market, the Group rolled out a number of innovative products
and services, including applications for iPhone and Android users in August and November 2010
respectively. In addition to providing customers with convenient access to banking and financial
services, the application offers useful features such as a BEA branch and ATM locator, stock trading,
“one-touch” service hotlines and information on the latest BEA credit card, consumer and property
loan offers. BEA introduced additional features to its mobile application in 2013, including stock
watch and fast trade, application for travel insurance, gold trading, property loan application, MPF
account enquiry and latest fund price enquiry.

Corporate Cyberbanking

Launched in July 2001, Corporate Cyberbanking has been designed to help companies enhance their
efficiency by centralising and streamlining their financial management. Through one highly secure,
flexible, and easy to operate account, companies can effectively manage their cashflow, payroll,
expenses, and much more via the internet. Subsequently, Corporate Cyberbanking launched mobile
phone channel in January 2010 including account balance enquiry, today activity enquiry, account
history enquiry and funds transfer to associated & pre-designated accounts. In 2013, an enhanced
liquidity management service and an electronic bill presentment and payment service were launched.

As at 30 April 2014, the number of registered Cyberbanking users and Corporate Cyberbanking users
were up approximately 10.9% and 17.1%, respectively, as compared with the respective number of
users as at 30 April 2013.

Cybertrading

In June 1999, BEA’s Cybertrading service was launched by BEA’s wholly-owned subsidiary, East Asia
Securities. It was the first internet-based brokerage service offered by a bank in Hong Kong. The
service allows customers to trade securities via the internet, mobile phone and automated phone. In
November 2000, East Asia Securities began to use its Broker Supplied System under AMS/3, which
allowed its dealing operations to run under a fully automated straight-through processing
environment. In 2010, East Asia Securities launched various promotional campaigns for its securities
trading services, intended to gain new securities clients and increase its volume of transactions in
anticipation of a potential recovery of the financial markets. East Asia Securities saw the number of
Cybertrading accounts rise by 1% for the year ended 31 December 2013 and, as at 31 December 2013,
more than 60% of East Asia Securities clients had subscribed to Cybertrading. With a view to further
enhancing the Cybertrading service, the trading platform will be upgraded to an advanced version
from July 2014.

Futures Cybertrading Services was launched by BEA’s wholly-owned subsidiary, East Asia Futures
Limited (“East Asia Futures”) in August 2004. The Futures Cybertrading Services provides clients
with access to the futures market, which in turn allows them to leverage their investment exposure,
take advantage of price volatility in the market and hedge against existing positions, as well as exploit
spread trading or arbitrage opportunities.

East Asia Futures recorded an approximately 33.52% increase in net fees and commission income for
the year ended 31 December 2013 as compared with the corresponding period in 2012. Its net fees and
commission income was up approximately 30.02% in 2011 but down approximately 36.86% in 2012.
As at 30 April 2014, approximately 71.8% of East Asia Futures’ total number of transactions were
traded via the Cybertrading platform; whereas for East Asia Securities, the volume of transactions
executed via the Cybertrading platform, expressed as a percentage of total turnover, reached 69%,
70%, 73% of the number of trades, respectively, and 47%, 48%, 47%, respectively, of the gross
transaction value for the years ended 31 December 2011, 2012 and 2013. BEA believes that the high
volume of online trading recorded by East Asia Securities and East Asia Futures suggests that online
trading is becoming increasingly popular with retail investors.



Bilateral Advances and Syndicated Advances

The Group’s corporate lending activities include meeting general corporate funding requirements,
financing and refinancing of property development, property investment and M&A as well as
infrastructure projects. The majority of borrowers are medium to large-sized Hong Kong companies
and Mainland China state-owned and private enterprises in Hong Kong, which typically use the funds
for general working capital, projects and investments in Hong Kong and Mainland China.

The Group acts as arranger and participant in the Hong Kong syndicated lending market. The majority
of the Group’s syndicated advances are to local companies engaging in property development or
investment in completed developments, large local conglomerates and large private or state-owned
enterprises in Mainland China. The Group also acts as a co-arranger in club deal facilities which
generally command better pricing than traditional syndicated loans.

Since the commencement of 2014, the Hong Kong corporate loan market has remained stable on the
back of the greater funding requirement of local property developers to finance their land acquisition
during land tenders which are held more frequently, the strong demand of Mainland China enterprises
in Hong Kong to seek lower cost of financing as well as the escalating needs of corporate loans to
finance business expansion in China and overseas acquisition under the Going-out policy of the PRC
Central Government.

The majority of the project financing in which the Group participates is extended on a recourse basis
and is secured by the underlying project. Typically, the average maturity of BEA’s corporate advances
is between one and five years. Loan-to-value ratios for project financings are determined on a
case-by-case basis. For construction projects, the maximum loan-to-value ratio is 60% of the total
estimated completion value of the project. For most property financing, the advance is secured by a
first legal charge over the underlying property and a charge over all receivables derived from the
property. The Group has been targeting medium-sized borrowers as the margins on advances to these
borrowers are generally more attractive than margins on unsecured syndicated advances to large
property developers.

As at 31 December 2013, bilateral advances and syndicated advances outstanding totalled HK$68,759
million, representing approximately a 7.3% increase from 31 December 2012, and accounted for
approximately 17.0% of the Group’s total advances to customers as at 31 December 2013. As at 31
December 2012, bilateral advances and syndicated advances outstanding totalled HK$64,062 million,
representing approximately a 8.2% increase from 31 December 2011, and accounted for approximately
18.3% of the Group’s total advances to customers as at 31 December 2012.

Wealth Management

In July 2004, BEA’s Wealth Management Division commenced operations with the objective of
assisting clients to manage and accumulate their wealth by providing wealth management and
financial planning services. By offering a wide range of products and services, the Wealth
Management Division caters to clients who are searching for asset allocation, wealth preservation,
better investment returns than bank deposits, better risk diversification, and other tailor made
investment solutions.

Services and products offered by the Wealth Management Division include, but are not limited to,
investment services, structured and treasury products, mutual funds, insurance and premium
financing, succession and estate planning services, services relating to the Capital Investment
Entrance Scheme to Hong Kong, immigration service to other countries, asset custodian services,
trusts, discretionary asset management services and general banking services such as time deposits and
loans. The division provides private banking services to the very high net worth segment, and is also
responsible for providing investment products support to Personal Banking Division and also BEA



(China)’s personal banking customers through the Investment Products and Advisory Department. As
from 1 April 2010, the division is also responsible for BEA’s private trust business. Hence there are
three departments in the Wealth Management Division, namely the Private Banking Department, the
Investment Products and Advisory Department and the Trusts and Fiduciary Services Department.

BEA’s private banking service (“BEA Private Banking”) was re-launched in late 2005, providing
tailor made financial services to high net worth clients. The business has now been in operation for
approximately eight years and has achieved a critical mass in terms of clients and business acquisition.
BEA continues to anticipate sizeable growth in its private banking business with particular emphasis
in the Greater China region, capitalising on its major network. BEA believes that Hong Kong is
increasingly the investment destination of choice for wealthy Mainland Chinese. As at 31 December
2013, Mainland Chinese customers accounted for 30% of BEA’s private banking client base, and BEA
expects that such proportion will continue to increase given Mainland China’s gradual economic
opening and the ongoing internationalisation of the Renminbi. As at 30 April 2014, BEA Private
Banking had over 42 relationship managers supported by more than 10 investment professionals. The
Group will continue to explore new avenues to leverage its extensive network in Mainland China to
drive business.

As at 30 April 2014, the assets under management of BEA Private Banking amounted to HK$59.44
billion. The net profit of the department increased from HK$256.4 million for the year ended 31
December 2012 to HK$389.1 million for the year ended 31 December 2013.

The Group continues to focus on the diversification of investments. Following the financial crisis in
2008, customers’ interest in investment products has shifted increasingly towards more transparent
and simpler products such as vanilla bonds, outright stocks and simple structured products rather than
complicated structures incorporating various derivatives.

Regulatory changes as a result of the collapse of Lehman Brothers have been introduced since early
2009, and have continued into the present with new requirements in the investment selling process and
risk monitoring measures for customers for the wealth management industry. Since 2009, the Group
has enhanced its process and procedures to follow the regulations and requirements that have been
introduced.

In respect of the trust business, the profit captured in Hong Kong is insignificant.

BEA’s Investment Products and Advisory Department continues to provide service in product
provision and analysis to BEA’s front line staff. BEA’s Trust and Fiduciary Services Department
enhances high net worth clients’ family inheritance and planning to complete the wealth management
and preservation objectives.

For the year ended 31 December 2013, the Wealth Management Division’s profit before taxation was
HK$437.63 million, approximately a 35.6% increase compared with the figure reported for the year
ended 31 December 2012.

Stock Broking and other Fee-based Activities

In addition to the range of traditional banking products and services offered by the Group to its
customers, the Group also provides equity and futures stock broking. Stock broking activities and
dealings in Hang Seng Index futures, options and other derivative products are conducted through
BEA and its wholly-owned subsidiaries, East Asia Securities and East Asia Futures, on an agency basis
for the execution of customers’ orders.

The Group, through Tricor, provides business, corporate and investor services in the Asia Pacific
region. These services include accounting, company formation, corporate compliance and company
secretarial, executive search and selection, initial public offerings and share registration, payroll
outsourcing and fund and trust administration.
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Tricor is one of the key revenue contributors to the Group’s fees and commission income. For the years
ended 31 December 2011, 2012 and 2013, fees and commission income attributable to Tricor was
approximately 26%, 25% and 22%, respectively, of the Group’s total fees and commission income.
During 2013, Tricor acquired a 30% interest in International Outsourcing Inc., a reputable, well
established professional services firm in Korea, to further enhance the Group’s servicing capabilities
in Asia. Korea, one of the Four Asian Tigers (which includes Hong Kong, Singapore, South Korea and
Taiwan), is a fast growing developed economy. With the addition of the Korean office, Tricor now
operates a network covering 29 cities in 16 economies throughout Asia and other parts of the world.

MAINLAND CHINA AND OTHER ASIAN COUNTRIES

BEA first established its presence in Mainland China when it set up its Shanghai branch in 1920. In
1979, BEA established the first Sino-foreign joint venture in Mainland China and pioneered the
provision of direct credit card settlement services in Mainland China. In 1988, it became the first
foreign bank to provide foreign currency mortgages for foreign individuals (including residents of
Hong Kong, Taiwan and Macau). In 1995, BEA was awarded the “Best Foreign Bank in China” by
Euromoney magazine. In 2002, BEA was the first foreign bank authorised to conduct internet banking
business in Mainland China and became one of the first foreign banks to obtain a licence to offer full
foreign currency services at all its branches in Mainland China. In 2005, BEA was among the first
batch of foreign banks that received approval to provide agency services for life insurance products
in Mainland China. In 2006, BEA was one of the first foreign banks in China granted QDII status by
CBRC and was the first foreign bank in Mainland China to obtain a foreign exchange quota to conduct
QDII business.

In 2007, BEA was one of the first foreign banks to establish a locally-incorporated bank in Mainland
China and to conduct RMB business with local residents.

In 2008, BEA (China) was the first foreign bank to launch RMB debit cards and RMB credit cards in
Mainland China.

In 2009, BEA (China) was the first locally-incorporated foreign bank in Mainland China to issue RMB
bonds to retail investors in Hong Kong and BEA (China) was granted the status of domestic settlement
bank and domestic agent bank for cross-border RMB trade settlement services.

In March and November 2011, BEA (China) completed the issue of its first and second batches of
RMB financial bonds with the issue sizes of RMB2 billion and RMB3 billion, respectively, in the
PRC’s interbank bond market.

In May 2012, BEA (China) completed the issuance of RMB senior unsecured bonds in an aggregate
principal amount of RMB1 billion in Hong Kong.

In June 2013, BEA (China) was among the first batch of foreign banks to be granted a local mutual
fund distribution licence in Mainland China. In August 2013, BEA was approved as a RQFII by CSRC.

In February 2014, BEA (China)’s registered capital increased from RMB8 billion to RMB10 billion
after BEA injected an additional capital of RMB2 billion into BEA (China). In addition, BEA (China)
became the first foreign bank approved by PBOC as a reserve bank for payment institutions.

In April 2014, BEA (China) signed a co-operation agreement with Shanghai Shengpay e-payment
Service Company Limited (“SDP”) to provide electronic RMB payment service to SDP’s customers.
With the signing of this agreement, BEA (China) became the first foreign bank to provide cross-border
electronic RMB payment service in the Shanghai FTZ.



Recently, BEA (China) has been honoured to receive a variety of awards including the following:

Year

2011

2012

2013

2014

Awards

“2011 Best Customer Services Award — Banking Institutions in Shanghai” by
Shanghai Banking Association

“Asian Banks Competitiveness Ranking — 2011 Best Retail Bank in Asia” by the
21st Century Business Herald

“2011 China Internet Banking Union Most Innovative Personal Internet Banking
Product Award” for BEA (China)’s Cyberbanking service by China Internet
Banking Union and China Computer Users Association

“2011 Most Respected Foreign Bank in China” by Moneyweek in The Most
Respected Bank & Best Retail Bank Rankings in China awards programme

“2011 Distinctive Financial Services for Small Enterprises among Financial
Institutions in China Award” by China Banking Regulatory Commission

“2012 Best Foreign Retail Bank Award” by National Business Daily

“Best Cross-border Renminbi Business Bank (Foreign-invested) Award” by Global
Entrepreneur in 2012

“China Treasury Awards 2012 — Best Foreign Cash Management Bank in China”
by Treasury China

“Golden Award — Most Popular Product Award” for the Bull Bear Series of
Investment Financial Products” by Money Weekly and VNU Exhibitions in 2012

“UnionPay Award for Business Collaboration” by China UnionPay in 2012

“2012 Best Customer Service Centre among Banking Institutions in Shanghai” by
Shanghai Banking Association

“2012 Preferred Service Provider for Small and Medium Enterprises in China” by
China Centre for the Promotion of Small and Medium Enterprise Development,
Ministry of Industry and Information Technology of the People’s Republic of China

“2012 Best Innovation Award for the Promotion of Financial Knowledge in China’s
Banking Industry” by China Banking Association

“Best Brand Building among Foreign Banks” in the 2013 Golden-shell Award of
China Programme by the 21st Century Business Herald

“Best Internet Banking among Foreign Banks Award” in the China Business News
Financial Value Ranking 2013 by China Business News

“2013 Best Wealth Management Product Design Award” by Money Weekly
“2013 Best Wealth Management Bank Award” by SOHU.com

“2013 Best Foreign Retail Bank in China” by Beijing Youth Daily

“2013 Innovative China Internet Finance Award” by China Electronic Finance
Industry Alliance

“2014 Outstanding SME Service Provider (Bank)” organised by Quam (H.K.)
Limited



As at 30 April 2014, BEA’s wholly-owned subsidiary, BEA (China), headquartered in Shanghai,
operated 27 branches in Shanghai, Beijing, Tianjin, Harbin, Dalian, Shenyang, Qingdao, Shijiazhuang,
Zhengzhou, Urumgqi, Hangzhou, Nanjing, Suzhou, Chengdu, Chongqing, Wuhan, Hefei, Xi’an,
Shenzhen, Guangzhou, Zhuhai, Xiamen, Changsha, Kunming, Ningbo, Jinan and Wuxi as well as 98
sub-branches (including 16 cross-location sub-branches in Guandong province established under the
liberalisation measures of Supplement VI to the CEPA). As at 30 April 2014, BEA operated two
branches in Taiwan, located in Taipei and Kaohsiung, to provide corporate banking services. It also
operated an offshore banking unit in Taipei, which provides a wide range of foreign currency services,
including RMB financing and deposit, to offshore clients. In February 2013, the domestic banking
units of BEA’s Taiwan Branches launched RMB services to serve the RMB financing needs of
domestic companies in Taiwan. The Group provides a wide range of wealth management services in
Taiwan through BEAWMS, which include securities brokerage, wealth management, insurance
brokerage, and securities investment consultancy services for high net worth clients.

In order to expand its presence in the Mainland China market, the Group has been expanding the range
of products and services it provides in Mainland China and will seek to capitalise on the opportunities
that it expects to arise following the liberalisation of the banking sector and from the CEPA between
Hong Kong and Mainland China. BEA (China)’s strategy is to increase the growth of customer RMB
deposits in order to maintain stability in its source of funds and to minimise costs associated with
interbank lending. However, there are many factors affecting the growth of deposits such as economic
and political conditions, the availability of alternative investment choices (including but not limited
to securities issued by governmental or corporate entities, unit trusts and mutual funds,
investment-linked assurance schemes and structured investment products) and retail customers’
changing perceptions towards savings.

BEA (China) aims at optimising the allocation and utilisation of its resources to better develop its
retail banking in areas with business potential by strategically repositioning some of the business
outlets. Selected existing outlets provide both corporate and retail banking services, while the rest of
the existing outlets and newly established outlets focus on corporate banking services supported by
basic retail banking services. The Group will continue to expand its branch network strategically
according to the business demand and the market environment in Mainland China.

In January 2011, the Securities and Futures Bureau of the Financial Supervisory Commission granted
approval to BEAWMS to conduct wealth management business under trust. In addition to BEAWMS’
headquarters in Taipei, the Group set up a branch office in Taichung in January 2012.

For the years ended 31 December 2011, 2012 and 2013, the profit before taxation of the Group’s
operations in Mainland China, Taiwan and Macau collectively accounted for approximately 44.1%,
30.8%, and 34.1% of the Group’s total profit before taxation, respectively, and the assets of the
Group’s operations in Mainland China, Taiwan and Macau collectively accounted for approximately
45.6%, 47.7%, and 47.7% of the Group’s total assets as at 31 December 2011, 2012 and 2013,
respectively.

The main source of income for the Group’s operations in Mainland China, Taiwan and Macau is
interest income generated from loans business. As part of the Group’s expansion plan, the Group aims
to strengthen its marketing efforts in other business areas (including trade finance, personal banking,
wealth management, treasury and cash management) to increase its fee income.



As at 31 December 2011, 2012 and 2013, the total outstanding customer advances of the Group’s
operations in Mainland China, Taiwan and Macau by business segments were as follows:

As at 31 December

2011 2012 2013

(in HK$ millions)

Trade Finance .......................... 608 568 453
Property Related Loans .. ................. 52,643 64,994 70,802
Non-Property Related Loans . .............. 66,036 72,090 84,838
Others . ... ... .. 26 23 386

Total .. ... ... ... .. . .. 119,313 137,675 156,479

As at 31 December 2011, 2012 and 2013, BEA (China)’s RMB-denominated lending amounted to
HK$93,914 million, HK$115,176 million and HK$129,949 million, respectively, accounting for
approximately 83.9%, 90.0% and 90.1% of the total customer advances of BEA (China), respectively.
Borrowers comprise companies registered to do business in Mainland China and individual customers
including local residents. BEA expects to further expand its RMB-denominated lending business as its
existing customers continue to grow and demand for RMB advances remains strong.

INTERNATIONAL

The Group’s international operations were commenced to meet the requirements of its core customers
as their interests expanded overseas from Hong Kong. The Group seeks to establish a presence in cities
with large concentrations of overseas Chinese. The following table sets out BEA’s branches and
representative offices outside Hong Kong, the PRC, Macau and Taiwan as at 30 April 2014.

Country Location Year Opened

Malaysia............ Branch in Labuan; Representative Office in 1997 and 1997
Kuala Lumpur

Singapore . . ......... Branch in Singapore 1952

United States ........ Branches in New York and Los Angeles 1984 and 1991

United Kingdom ... ... Branches in London, Birmingham and 1990, 1997 and 2013
Manchester

On 6 July 2012, BEA sold its 80% interest in The Bank of East Asia (U.S.A.) N.A. to the Industrial
and Commercial Bank of China Limited (“ICBC”) in accordance with terms and conditions stipulated
in the Share Sale Agreement between BEA and ICBC dated 21 January 2011. After the completion of
the transaction, the Group continues to operate and focus on its wholesale and corporate banking
business through the New York and Los Angeles branches in the United States.

Following the sale of its 70% stake in Industrial and Commercial Bank of China (Canada) (“ICBC
(Canada)”) (formerly known as Bank of East Asia (Canada) (“BEA (Canada)”)) in January 2010, the
Bank completed the disposal of its additional 10% interest in ICBC (Canada) to ICBC under a call
option in August 2011. Subsequent to the disposal of the additional shares, the Bank’s interest in ICBC
(Canada) is reduced from 30% to 20%. The 20% interest in [CBC (Canada) will remain as a long-term
investment of the Group which looks forward to participating in the growth of the company as ICBC
further develops its Canadian business.

The Singapore branch of BEA sustains strong growth in loan assets and revenue, underpinned by
strong economic fundamentals in the country as well as robust trade activities between China and
Singapore. BEA believes that its Singapore branch will continue to leverage its presence in Southeast
Asia and the Group’s extensive network in China to capture new business opportunities arising from



the trade and investment flows between China and member states of the Association of Southeast
Asian Nations (“ASEAN”). In addition, the Singapore branch intends to increase its efforts to provide
financing to well-established SMEs in Singapore, and syndicated loans to top-tier ASEAN
corporations.

In Malaysia, BEA’s representative office in Kuala Lumpur continues to take an active role in
cross-referrals of business between Tricor Malaysia and AFFIN Bank Berhad, a subsidiary of AFFIN
Holdings Berhad, in which BEA was holding a 23.52% interest as at 30 April 2014.

Group Structure
BEA is the holding company and the principal operating company of the Group. In addition, BEA has
a number of significant subsidiaries and associated companies through which the Group conducts

various operations such as stock-broking, asset management and certain fee-based activities.

For the year ended and as at 31 December 2013, except for BEA (China), none of BEA’s subsidiaries
accounted for more than 10% of the consolidated net profit and loss of the Group or had a book value
in excess of 10% of the Group’s consolidated total assets.

As at 31 December 2013, the Group’s principal subsidiaries were as follows:

Place of
;?1302];::122: Issued and % held by
Name of subsidiary of the Issuer of the Group paid-up capital The Issuer The Group Nature of business
Ample Delight Limited . . . . . . . . ... .. Hong Kong HK$450,000,000 100% Investment holding
Bank of East Asia (Trustees) Limited . . . . . Hong Kong HK$150,000,000 100% Trustee
BEA Life Limited. . . . . . . ... ... ... Hong Kong HK$500,000,000 100% Life insurance
Blue Cross (Asia-Pacific) Insurance Limited. . Hong Kong HK$625,000,000 100% Insurance
BEA Union Investment Management Limited . Hong Kong HK$374,580,000 51% Asset management
BEA Wealth Management Services (Taiwan) Taiwan, NTD273,200,000 100% Wealth management
Limited . . . . .. .. ... ... ... Republic of services
China
Central Town Limited. . . . . . .. ... ... Hong Kong HK$2 100% Property investment
Century Able Limited. . . . . . . . . ... .. Hong Kong HK$929,752,849 100% Investment holding
Corona Light Limited. . . . . . . . . ... .. BVI HK$929,752,849 100% Investment holding
Credit Gain Finance Company Limited. . . . . Hong Kong HK$370,000,000 100% Money lenders
Crystal Gleaming Limited . . . . .. . .. .. BVI HK$929,752,849 100% Investment holding
East Asia Electronic Data Processing PRC US$3,000,000 100% Servicing
(Guangzhou) Limited (Note 1) . . . . . ..
East Asia Holding Company, Inc. . . . . . . . US USS$5 100% Bank holding
company
East Asia Investments Holdings (BVI) Ltd. . . BVI HK$186,038,725 100% Investment holding
East Asia Properties (US), Inc . . . . . . . .. Us US$5 100% Property holding
East Asia Property Holdings (Jersey) Limited . BVI GBP9 100% Property holding
East Asia Secretaries (BVI) Limited . . . . . . BVI HK$300,000,000 75.61% Investment holding
East Asia Securities Company Limited. . . . . Hong Kong HK$25,000,000 100% Securities broking
East Asia Strategic Holdings Limited . . . . . BVI US$50,000,000 100% Investment holding
Innovate Holdings Limited . . . . . . . . . .. BVI US$1 (Ordinary) 100% Special purpose
US$500,000,000 vehicle company
(with a liquidation
preference of
US$1,000 per
share)
Shaanxi Fuping BEA Rural Bank Corporation PRC CNY20,000,000 100% Banking and other
(Note 1) . . . . . . . .. ... ... .... financial businesses
Shenzhen Credit Gain Finance Company PRC CNY300,000,000 100% Micro-finance loan
Limited (Note 1). . . . . . . .. ... ...
Skyray Holdings Limited . . . . . . . . . . .. BVI HK$450,000,000 100% Investment holding
Speedfull Limited. . . . . . . ... ... ... BVI HK$450,000,000 100% Investment holding
The Bank of East Asia (China) PRC CNY8,000,000,000 100% Banking and related
Limited (Note 1). . . . . . . . . . .. ... financial services



Place of
incorporation

% held by
and operation Issued and
Name of subsidiary of the Issuer of the Group paid-up capital The Issuer The Group Nature of business
Tricor Consultancy (Beijing) PRC US$1,850,000 75.61% Business consultancy
Limited (Note 1). . . . . . . . . . .. ... in China

Tricor Holdings Limited . . . . . . . ... .. BVI US$7,001 75.61% Investment holding
Tricor Holdings Pte. Ltd.. . . . . . . ... .. Singapore $$5,000,002 75.61% Investment holding
Tricor Investor Services Limited . . . . . . . . Hong Kong HK$2 75.61% Investor services
Tricor Services Limited. . . . . . . .. .. .. Hong Kong HK$2 75.61% Business, corporate

and investor services
Tricor Services (Malaysia) Sdn. Bhd. . . . . . Malaysia RMS5,672,484 68.05% Investment holding
Tung Shing Holdings Company Limited . . . . BVI US$20,000,000 100% Investment holding
Notes
1. Represents a wholly foreign-owned enterprise registered under the PRC laws.
2. The above subsidiaries have no non-controlling interests material to the Group.

3. BVI denotes the British Virgin Islands.
ORGANISATION

The Board of Directors of BEA is responsible for the overall management of the Group. To assist the
Board of Directors in managing the Group, a number of committees have been established, including
the Executive Committee, the Audit Committee, the Remuneration Committee, the Nomination
Committee and the Risk Committee. The Executive Committee is responsible for reviewing all major
functions and critical issues relating to the businesses and operations of the Group. The Audit
Committee is responsible for reviewing corporate governance functions, financial controls, internal
control and risk management systems, the adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting and financial reporting function, annual report and
accounts, and half-year interim report. The Remuneration Committee is responsible for making
recommendations to the Board of Directors regarding BEA’s remuneration policy, and for the
formulation and review of the remuneration packages of the Directors, Chief Executive, senior
management and key personnel of the Group. The Nomination Committee is responsible for making
recommendations to the Board of Directors on relevant matters relating to appointments,
re-appointment, removal and succession planning of Directors, Chief Executive, Senior Management
and Division Heads, Chief Compliance Officer and Group Chief Auditor of BEA, defining succession
planning and diversity of the Board of Directors and performing evaluation of the Board performance
and Directors’ contribution to the effectiveness of the Board. The Risk Committee is responsible for
dealing with risk management related issues, in particular strategic issues, of the Group, including risk
appetite, risk management strategies, risk management framework, risk management policies and risk
profile.

In addition to the Executive Committee, the Audit Committee, the Remuneration Committee, the
Nomination Committee and the Risk Committee, BEA has a number of other committees which assist
management in the operation of BEA. These include the Risk Management Committee, which is
responsible for assisting the Risk Committee in the daily management of the risk-related issues of the
Group including risk profile, regulatory updates and stress-testing; the Credit Committee, which is
responsible for dealing with all credit risk related issues of the Group; the Asset and Liability
Management Committee (“ALCO”), which is responsible for dealing with all issues related to the
market, interest rate, liquidity, strategic risks and capital management of the Group; the Operational
Risk Management Committee, which is responsible for dealing with all issues relating to the
operational, legal and reputation risks of the Group; the Investment Committee, which is responsible
for reviewing and formulating investment strategies as well as making investment decisions in respect
of fixed income, equity and equity related investments for BEA and The Bank of East Asia, Limited
Employees’ Provident Fund; the Policy Committee, which is responsible for discussing and
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formulating various strategies and policies for managing businesses and operations of the Group; and
the Crisis Management Committee, which is responsible for dealing with the Group’s management of
crisis scenarios which jeopardise or have the potential to jeopardise the Group in its reputation,
liquidity/financial position and business continuity.

BEA has 13 divisions, each of which is responsible for a specific operational function. The divisions
are the Personal Banking Division, the Corporate Banking Division, the Wealth Management Division,
the Insurance & Retirement Benefits Division, the Treasury Markets Division, the China Division, the
International Division, the Strategic Planning & Control Division, the Operations Support & Services
Division, the Technology & Productivity Division, the Human Resources & Corporate
Communications Division, the Risk Management Division and the Legal, Secretarial & Tax Division.

PROPERTIES

As at 30 April 2014, BEA owns properties with aggregate floor areas of approximately 413,145 square
feet, 469,464 square feet and 37,678 square feet on Hong Kong Island, in Kowloon and in the New
Territories, respectively. Most of BEA’s properties are used as banking offices, as branches or for
storage. The remainder are currently leased to third parties. In addition, BEA also leases properties
with aggregate floor areas of approximately 49,240 square feet, 116,553 square feet and 72,341 square
feet on Hong Kong Island, in Kowloon and in the New Territories, respectively. These leased
properties are used as banking offices, as branches or for storage. As at 31 December 2013, the fair
value for the Group’s investment properties and bank premises amounted to HK$4,400 million and
HK$9,848 million, respectively.

INTELLECTUAL PROPERTY

The Group relies on domain name registrations to establish and protect its internet domain names. The
Group has registered a number of internet domain names. The Group has also registered “The Bank
of East Asia Limited cyber banking” as a trademark with the Hong Kong government.

INSURANCE

The Group currently maintains insurance cover to mitigate its risk. Such insurance can broadly be
categorised into property insurance to cover the loss of or damage to building structure and content,
electronic equipment and motor vehicles; public liability insurance to cover legal liability as a result
of physical bodily injury and/or property damage caused to third parties; bankers’ blanket bonds
insurance to cover the loss resulting from fraudulent acts by employees, loss of money on premises
and in transit and forgery of bank instruments; professional indemnity insurance to indemnify the
Group for loss arising out of claims for wrongful or negligent professional acts; and directors’ and
officers’ liability insurance to cover the personal liability of BEA’s directors and officers against any
claims resulting from any wrongful act. There is a centralised independent function within the Group
that handles the validity and adequacy of insurance cover.

COMPETITION

The banking industry in Mainland China is highly competitive. The market has been dominated by the
large state-owned commercial banks, which have a long operating history, well-established branch
networks, strong customer bases and better brand recognition.

Although BEA is the largest independent local bank in Hong Kong in terms of assets, given increasing
competition among the local banks in Hong Kong, the Group has placed greater focus on diversifying
its revenue sources and increasing its fee-based income, particularly from its wealth management and
retail investment businesses. In addition, the Group focuses on expanding its presence in Mainland
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China through BEA (China) by strategically establishing new branches and sub-branches in major
cities in Mainland China. However, in view of the fact that banking business in Mainland China was
opened to foreign banks in early 2007 as part of the PRC’s WTO commitments, BEA expects
competition in Mainland China to continue to increase.

For a further discussion of the risks of competition faced by the Group in Hong Kong and China, see
“Investment Considerations — Considerations Relating to the Group — Competition”.

LITIGATION

Save as disclosed below, neither BEA nor any of its subsidiaries is currently involved in any material
litigation, arbitration or similar proceedings, and BEA is not aware of any such proceedings pending
or threatened against it or any of its subsidiaries, which are or might be material in the context of
Notes to be issued under the Programme.

Repurchase of Lehman Brothers Mini-Bonds subscribed or purchased through BEA

On 22 July 2009, on a without-liability basis, BEA entered into an agreement with the HKMA, the SFC
and 15 other distributing banks pursuant to which BEA has made an offer to eligible persons to
repurchase their holdings in the Mini-Bonds subscribed or purchased through BEA. BEA made an
announcement on the same date setting out the details of the offer.

As at 30 April 2014, approximately 99.77% of the eligible persons have accepted the offer and the
remaining 0.23% (i.e. two Mini-Bonds holders, with amounts due totaling HK$200,000) have rejected
the offer. It is still uncertain at this stage whether the remaining two Mini-Bonds holders will make
monetary or compensatory claims against BEA.

EMPLOYEES

As at 30 April 2014, the Group had a total of 12,698 employees as set forth in the following table:

No. of
employees

Hong Kong . ... 5,681
Greater China excluding Hong Kong . . ... ... . . . 5,806
OVETSCAS & o v o e e e e e e e e e e e e 1,211
Total . . . . e 12,698

Management believes that BEA maintains a good relationship with its employees and has not
experienced any material employment disputes. Other than all local employees of BEA (China) and
certain local employees at its Singapore branch, none of BEA’s employees are members of a trade
union. BEA provides attractive remuneration and benefits packages to its employees including medical
health care plans, group life insurance, various paid leave, staff housing loan with preferential interest
rate, staff account with preferential deposit interest rate and retirement benefits under either the MPF
Scheme or the MPF exempted ORSO Scheme. In addition, BEA operates share options schemes under
which options to purchase ordinary shares of BEA have been granted to eligible employees and
executive director(s). As at 30 April 2014, approximately 20,199,000 shares, representing
approximately 0.86% of BEA’s issued capital on a fully diluted basis, were issuable upon the exercise
of options granted under BEA’s staff share option schemes adopted in 2007 and 2011.

In addition to benefits packages, BEA continues to provide career advancement opportunities and a
healthy, positive working environment to its employees. BEA offers a wide range of training courses
to support its employees’ ongoing professional development.
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PROTECTION OF DEPOSITORS

BEA is a member of the Deposit Protection Scheme, which was launched in September 2006.
Accordingly, all eligible depositors of BEA are automatically protected under the Deposit Protection
Scheme. As part of its measures to maintain the liquidity of, and confidence in, the Hong Kong
finan