Bl & BEARTR

(Stock Code BB H5E : 23)

™) =
L

Annual Report
2021 &R




Welcome to The Bank of East Asia, Limited’s website
B B/5E 3R T RAT A IR A FAB



CONTENTS H %

02
03
04
06
12
44
64
63
70
122
132
154
170
364
374

Corporate Profile

AT

Financial Highlights
IHRE

Five-Year Financial Summary

5 FEEME

Executive Chairman’s Statement

HITEFRRES

Report of the Co-Chief Executives
BEITHARRES

Biographical Details of Directors and Senior Management

ExReEEEAESNEAER

Corporate Information

NAEH

List of Outlets
Wik —B

Corporate Governance Report
EEERRE

Sustainability
AR RRE

Report of the Directors

EEEHREE

Independent Auditor’s Report
BN AR E

Financial Statements

B E R

Unaudited Supplementary Financial Information

REECHRMBER

Glossary
P —
k==



02 The Bank of East Asia, Limited | Annual Report 2021

CORPORATE PROFILE
FITHEN

OUR VISION

OUR MISSION

N L O

and services

To be the trusted and preferred banking partner in
Greater China and beyond

RARPEREMREFEELEENRITEN

To ensure every customer experience is positive.
We achieve this by providing best in class financial products

Ap REHEEERENSHEDRBYE  BRSEMEFEY
TERBOMIRKES o

Incorporated in 1918, The Bank of East Asia, Limited (“BEA") is
a leading Hong Kong-based financial services group with total
consolidated assets of HK$907.47 billion (US$116.39 billion) as of
31st December, 2021.

BEA provides a comprehensive range of corporate banking,
personal banking, wealth management, and investment services to
customers throughout Greater China and beyond.

The Bank maintains one of the largest retail networks in Hong
Kong, with full-service branches; SupremeGold and SupremeGold
Private Centres for affluent and premium affluent customers
respectively; and innovative, extended-hour i-Financial Centres
conveniently located throughout the city.

In Mainland China, BEA’s wholly-owned subsidiary, The Bank
of East Asia (China) Limited operates one of the most extensive
networks of any foreign bank in China, with outlets in 38 cities
nationwide.

Overseas, the Bank maintains an active presence in Southeast Asia,
the United Kingdom, and the United States. Worldwide, BEA serves
customers through around 150 outlets and offers rewarding and
challenging career opportunities to over 8,000 employees.

BEA Group’s subsidiaries further broaden the Bank’s product
offering to meet the increasingly diverse and sophisticated needs of
a burgeoning customer base. BEA's wholly-owned subsidiary Blue
Cross (Asia-Pacific) Insurance Limited serves as the Bank's general
insurance arm, and provides insurance solutions for individual and
corporate customers.

BEA Group strives to be a positive, enabling force in the
communities it serves and is committed to long-term sustainable
development. The Group integrates social, environmental, ethical,
employee, and customer concerns into its business and operations
with the aim of aligning the interests of its stakeholders and the
society at large.

For more information on BEA, please visit your nearest BEA branch
or the Bank’s website at www.hkbea.com.
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FINANCIAL HIGHLIGHTS
MER=E

2021 2020
HK$ Million HK$ Million  Change #&)
BBEET BEAET % AR
Profitability Z & 1
Operating profit before impairment losses
AHBRRER R 2 K& A 6,962 8,347 -16.6
Profit attributable to owners of the parent
A BR AR E R E T 5,270 3,614 +45.8
Balance Sheet Strength B E & & kR
Total loans and advances to customers and trade bills
BEFERRBRNE HRBEE 559,580 525,725 +6.4
Total assets
BERR 907,470 884,420 +2.6
Total customers’ deposits and certificates of deposit issued
TPk 697,832 650,054 +7.3
Total equity
PRER R os 4R 116,050 113,796 +2.0
Earnings Per Share and Dividends Per Share
BREFNRERKE
Basic earnings
EARBH) HK$1.53 HK$0.97 +57.7
Dividends
IR HK$0.70 HK$0.40 +75.0
Key Ratios £ &Lt &
Return on average assets'
FI9E E R 0.5% 0.3%
Return on average equity?
TR M R I R R 4.4% 3.0%
Cost-to-income ratio?
PRSI A L & 57.2% 51.8%
Loan to deposit ratio*
ERE TR = 78.6% 79.1%
Impaired loan ratio®
EE R X 1.09% 1.26%
Average liquidity coverage ratio - first quarter ~E—FE 189.4% 178.1%
FERBMEEELE - second quarter £ —=FE 177.3% 177.7%
- third quarter H£=ZF% 180.9% 175.9%
- fourth quarter FEPUEE 182.4% 183.8%
Common Equity Tier 1 capital ratio®
TR R E AR E 17.0% 16.5%
Tier 1 capital ratio®
—REARLLE 19.8% 19.4%
Total capital ratio®
BB E 21.6% 21.9%
Notes:

T Profits attributable to owners of the parent for the year after deduction of the distributions to Additional Tier 1 issue holders / Monthly average
balance of the total assets for the year including last year-end balance.

2 Profits attributable to owners of the parent for the year after deduction of the distributions to Additional Tier 1 issue holders / Monthly average

balance of the total equity attributable to the owners of the parent for the year including last year-end balance.

Operating expenses / Operating income.

Total gross loans and advances to customers / Total deposits from customers and certificates of deposits issued.

Gross impaired loans and advances to customers / Total gross loans and advances to customers.

It is computed on a consolidated basis in accordance with Banking (Capital) Rules.

Mt -

" ERBDIRTREIN—RERTAFEARRE JEBEHRAEERR 2 FER/FA (BIEEFROES) BEGRZFH P

2 g /f@tﬁg/ﬁ TR —REATRIFEARK AIEBRAEERE 2 FRa P/ FA(BIELFROBE) IREBRARERRERGREZEA
3 BESH/EEMA -

¢ BEFERRBIAERE/ ELFARBETFNERH -

S RIERARBHBER/ 5P B KRB AR -

¢ IRIERITH (BEX) MRS BEE -

3
4
5
6
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FIVE-YEAR FINANCIAL SUMMARY *
SEMBEH =

TOTAL EQUITY
BSR4 AR

HK$ Million
BEEET
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109,638
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LOANS AND ADVANCES TO CUSTOMERS / TOTAL DEPOSITS / TOTAL ASSETS
EFENRBR / FRRE EEAR

HK$ Million
BEEHET
1,000,000 o
7,47
900,000 839,451 865,198 884,420
808,942 \
800,000
697,832
700,000 608,150 632,604 647,586 650,054
600,000
500,631 509,105 513,929 548,808
500,000 473,776
400,000
300,000
200,000
100,000
0
2017 2018 2019 2020 2021

Loans and Advances to Customers & F &3 & 2% I:' Total Deposits FF 45 - Total Assets BE#A%E

* Due to the Hong Kong Financial Reporting Standards that came into effect during the financial year, the above summary have not been
prepared on a consistent basis. Changes in accounting policies are set out in Note 3 of the Notes To The Financial Statements.

* BRAFERERZ (EBUBEMEER) L2 5 FHUBHMBILIRBR—ES - BatHR S BHEEEHERM AL 3 AZIH -
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FIVE-YEAR FINANCIAL SUMMARY (CONTINUED)
SEMBHRE (F)

PROFIT HK$ Million
BEEET
ATTRIBUTABLE
TO OWNERS 10,000 9.387
OF THE 9,000
PARENT 5000
RBRAE
I8 % SR E A 7:000 6,509
6,000 5,270
5,000
4,000 3,614
3,260
3,000
2,000
1,000
0
2017 2018 2019 2020 2021
FIVE-YEAR COMPARISON
5 F LB,
2017 2018 2019 2020 2021
HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
BEHET BERET BEHET BEEET BEEETT
Tﬂg%gﬁfé - 101,214 103,575 109,638 113,796 116,050
Eg;;%%os'ts 608,150 632,604 647,586 650,054 697,832
;‘Z’a};‘g%dgd"%‘ces to customers 473,776 500,631 509,105 513,929 548,808
Tﬁogf@sggts 808,942 839,451 865,198 884,420 907,470
g;gggggggggat'o 78% 79% 79% 79% 79%
H7 7 =
Profit attributable to
owners of the parent 9,347 6,509 3,260 3,614 5,270
BB AR E R F 5
hgﬂ,’;?%fer share HK$3.21 HK$2.07 HK$0.89 HK$0.97 HK$1.53
iiends per share HK$1.28 HK$1.18 HK$0.46 HK$0.40 HKS0.70

116,050 HK$0.70

Total equity in 2021 Dividends per share
2021 IRER B AR R FRAE
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EXECUTIVE CHAIRMAN'S STATEMENT

2021 will be remembered as a turbulent year, with
multiple waves of COVID-19 across the globe despite
the successful roll-out of vaccines; chip shortages and
supply-chain bottlenecks leading to inflationary pressure
worldwide; rigorous regulatory action on technology,
education and property companies on the Mainland; and
a soaring stock-market in the US, but a down year in
Hong Kong.

Through it all, the global economy has bounced back,
led by resurgent demand from the US. In many ways,
the volatility that we endured during the past year has
created the conditions for stability ahead. More and
more countries are learning to live with COVID-19; the
Mainland’s transition to an advanced industrial economy
is gaining traction; and the US and China are taking
tentative steps to finding a new equilibrium in their
tense relationship.

Dr. the Hon. Sir David LI Kwok-po
Executive Chairman

HITEE

FEHEST

In this uncertain environment, we have doubled down on
our strengths and executed our vision, which is to be the
preferred banking partner in Greater China and beyond.
Through focussing on our customers’ needs, refining
our product mix and service fulfilment capabilities, and
improving our risk and compliance functions, we have
enhanced the fundamentals of our business and delivered
solid financial results. Indeed, profit has increased across
all regions, demonstrating our ability to prosper in the face
of adversity. We have also achieved a notable turnaround
in loan-loss provisioning, while continuing to support our
customers through the challenges of the pandemic.

STRATEGIC FOCUS

While we focus on the resilience of our business, we are
also investing for the future. Online banking and digital
innovation have changed the playing field for financial
services. Digital transformation is part of our long-term
strategy, ensuring that we are prepared for the digital
challenges of tomorrow.



DIVIDENDS FOR THE LAST 5 YEARS
BIES FREAEE
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EXECUTIVE CHAIRMAN'S STATEMENT (CONTINUED)

At the front end, we are working to strengthen our
service channels and improve the interactions that our
customers have with us. As we implement straight-
through processing and advanced data analytics, we
will be able to increase the level of personalisation that
we offer, and the speed with which we respond to
market changes.

At the back end, increased use of regulatory technology
(“Regtech”) and automation are speeding up key
processes, making risk and compliance management
more efficient. Continued enhancements to our
technology and cyber security platforms will ensure our
resilience in tomorrow’s increasingly data and tech-
driven environment.

As BEA transforms, so too do our employees. We are
better able to use the digital tools that are increasingly at
our disposal; we are collaborating across the Group more
effectively; and we are focussing more on value-added
work — all to serve our customers better.

Our Bank retains a unique franchise that straddles Hong
Kong, the Mainland and our overseas network. Although
travel was restricted throughout 2021, we are ramping
up efforts to provide our customers with a One Bank
experience, delivering seamless and frictionless cross-
boundary customer service.

Our Mainland business returned to profit in 2021,
following a sustained effort to upgrade asset quality.
BEA China faces the future with a strong balance sheet,
a lower cost structure, a more robust risk culture and
enhanced internal controls.

We made important changes to our international
network, sharpening our focus on corporate banking
in Singapore, Macau and the UK. This initiative
produced the desired results, with steady growth in
business. Linking Hong Kong and the Mainland with
our international network remains a key aspect of our
strategy going forward.

As well as strengthening internal collaboration, we have
continued to foster mutually beneficial partnerships with
like-minded organisations. In 2021, we entered into a
ground-breaking bancassurance agreement with AlA
Group Limited. Our shared vision and excellent working
relationship ensured that our partnership enjoyed a highly
promising start. | am confident that, by developing our
strong distribution network and expanding our client base
in Greater China, this synergistic partnership will continue
to perform to our high expectations in 2022 and beyond.

We remain committed to developing responsibly and
addressing ESG concerns in our operations. In November
2021, BEA's Board-level ESG Committee endorsed the
Bank Group’s ESG strategy framework, which sets out our
vision to be a market leader in sustainability in financial
services. We adopted concrete metrics that assist us to
gauge ESG risks in our lending policies. We established a
Group carbon-emissions reduction target, and we have
been making the necessary investments to achieve our
set targets for Group emissions. Meanwhile, we have
developed innovative new products and solutions to help
our customers transition to a low-carbon future.

We will continue to strengthen our governance and refine
business practices to ensure that we deliver sustainable
value to all stakeholders.
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EXECUTIVE CHAIRMAN'S STATEMENT (CONTINUED)

OUTLOOK

The Mainland economy entered a period of transition
in 2021, as new regulations guided investment
toward sectors that would support China’s long-term
competitiveness and sustainable growth. These measures
will keep economic fundamentals strong, reducing
systemic risks and laying the foundation for an advanced
industrial economy based on common prosperity.
Meanwhile, the development of the Greater Bay Area is
still in its infancy. The best is yet to come.

In late January, the Bank announced that it plans
to repurchase all of the Bank’s shares held by Elliott
Investment Management and its affiliated entities, subject
to approval of shareholders at an Extraordinary General
Meeting. Management and the Board strongly believe
that this transaction presents a tremendous opportunity
to enhance return on equity and earnings per share.

Covid-19 remains an ever-present threat. However, after
two years of managing successive waves of the virus, we
have an effective anti-Covid response framework in place.
With the emergence of the fifth wave in Hong Kong in
early 2022, we are strictly enforcing all government and
HKMA guidelines on vaccination, testing, work-from-
home arrangements and social distancing in order to
protect customers and staff.

As BEA becomes an increasingly digital, asset-efficient
bank, we have become more agile, collaborative and
productive. Fee-based revenue streams are being
expanded. We are better able to take advantage of
change, and ready to capitalise on our strengths as cross-
boundary financial connectivity widens and expands.

Our employees were asked to bear the dual loads of
daily operating excellence while managing the disruptive
changes of our push toward a digital future. They have
risen to the challenge. As we move forward, BEA will
continue to recruit and develop digitally-aware talent
across the organisation, further enhancing our capabilities
and service and priming us for future growth.

In closing, | take pleasure in thanking our Bank’s
Board of Directors and the directors of our subsidiaries
and associated companies for their invaluable advice
and support during the past year. | also thank the
management and staff of BEA for their commitment,
which is all the more important as we carry out our bank
transformation programme.

I thank our many international partners, in particular
CaixaBank and Sumitomo Mitsui Banking Corporation,
for the excellent working relationship that we enjoy
with them. | thank the communities that we serve for
their support and encouragement. And | thank our
shareholders and customers. Without their longstanding
loyalty and confidence in this Bank, we could not achieve
so much.

David LI Kwok-po

Executive Chairman

Hong Kong, 24th February, 2022
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REPORT OF THE CO-CHIEF EXECUTIVES

FINANCIAL REVIEW

Financial Performance

In 2021, BEA and its subsidiaries earned a profit
attributable to owners of the parent of HK$5,270 million,
representing an increase of 45.8%, compared with the
HK$3,614 million earned in 2020.

The increase in attributable profit was mainly due to a
significant reduction in impairment losses in Mainland
China, improved net fee and commission income, and a
gain of HK$902 million on the disposal of BEA Life.

Basic earnings per share rose from HK$0.97 in 2020 to
HK$1.53 in 2021.

The return on average assets rose from 0.3% to 0.5%,
while the return on average equity rose from 3.0% to
4.4%.

Group net interest income was pressured under the
prolonged low-interest-rate environment. Net interest
margin for the full year narrowed from 1.48% to
1.37%, leading to a 3.2% drop in net interest income to
HK$11,185 million, despite a 4.7% increase in average
interest earning assets. However, the situation stabilised
in the second half of the year, with net interest income
rising by 2.5% half-on-half.

Net fee and commission income rose by 5.0% to
HK$3,069 million. The increase was mainly led by higher
income from sales of insurance policies, as well as
improved results from investment activity in Hong Kong
and other revenue streams across the Group.

Net insurance profit was lower compared to 2020, mainly
due to a shorter period of revenue contribution from life
insurance business following the disposal of BEA Life.
Non-interest income was also impacted by the absence of
COVID-19-related government subsidies.

Overall, total operating income decreased by 5.9% to
HK$16,283 million.

Total operating expenses were contained at HK$9,321
million despite continued investments in technology and
talent, as efficiency gains from automation and straight-
through processing began to take effect. Excluding the
impact of exchange rate movements, costs grew by just
1.0%.

Impairment losses on financial instruments fell sharply,
from HK$4,674 million in 2020 to HK$1,679 million in
2021. Credit cost improved from 0.94% to 0.28%. The
Group's impaired loan ratio decreased from 1.26% at the
end of December 2020 to 1.09% at the end of December
2021, while that for Mainland China operations improved
from 3.10% to 1.54%.

Operating profit after impairment losses amounted to
HK$5,283 million, an increase of HK$2,026 million, or
62.2%.

Net profit on sale of assets held for sale increased by
HK$1,010 million to HK$1,042 million, mainly as a result
of the disposal of BEA Life.

The Group's share of after-tax profits less losses from
associates and joint ventures decreased by HK$544
million to a loss of HK$234 million, mainly contributed by
an associate operating in Mainland China.

After accounting for income taxes, profit increased to
HK$5,313 million, an increase of 44.2% compared to the
HK$3,685 million recorded in 2020.
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REPORT OF THE CO-CHIEF EXECUTIVES (CONTINUED)

Financial Position

Total consolidated assets of the Group stood at
HK$907,470 million at the end of December 2021, an
increase of 2.6% compared to HK$884,420 million at the
end of 2020.

Gross advances to customers increased by 6.8% to
HK$548,808 million.

Driven by the strong contribution from net profit for the
year, total equity attributable to owners of the parent
increased to HK$101,778 million, a rise of 2.9%.

Total deposits from customers increased by 7.5% to
HK$633,505 million. Of the total, demand deposits
and current account balances increased by HK$9,822
million, or 14.1%; savings deposits increased by
HK$8,760 million, or 4.7%; and time deposits increased
by HK$25,721 million, or 7.8%. Total deposit funds,
comprising deposits from customers and all certificates of
deposit issued, increased by 7.3% to HK$697,832 million.

The loan-to-deposit ratio stood at 78.6% at the end of
December 2021, compared to 79.1% at the end of 2020.

As at 31st December, 2021, the total capital ratio, tier 1
capital ratio, and common equity tier 1 capital ratio were
21.6%, 19.8%, and 17.0%, respectively. The average
liquidity coverage ratio for the quarter ended 31st
December, 2021 was 182.4%, well above the statutory
minimum of 100%.

RATINGS

S&P Global Ratings

The Bank of East Asia, Limited

Long-term Counterparty Credit A-
(local and foreign currency)

Short-term Counterparty Credit A-2
(local and foreign currency)

Outlook Stable

Moody'’s Investor Service

The Bank of East Asia, Limited

Long-term Bank Deposit A3
(local and foreign currency)

Short-term Bank Deposit Prime-2
(local and foreign currency)

Outlook Positive
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BUSINESS REVIEW

The global economy is on course for recovery. However,
the vaccine-inspired optimism in the early part of 2021
has been tempered by inflationary pressures from
commodity crunches, supply chain disruptions and food
shortages. Major central banks are increasingly under
pressure to rein in expansionary policies and raise interest
rates. Added to this mix is the emergence of yet another
highly infectious COVID-19 variant, reminding the world
that it may be too soon to declare victory over the virus.

Despite external challenges, Hong Kong’s economy
performed well in 2021, with exports growing at
26.3% year-on-year. Strict border policies have kept the
pandemic situation stable, minimising disruption to the
domestic economy and supporting employment and
consumption. Unemployment averaged 3.9% in the three
months to the end of December. Meanwhile, retail sales
rose by 8.1% year-on-year, boosted by the government’s
consumption voucher scheme. These factors led the
economy to grow by 6.4% in 2021. While equity markets
underperformed, the property market showed resilience,
with prices rising 3.3% over the year.

Looking ahead, BEA expects that exports will remain
strong, although year-on-year growth will be somewhat
slower than 2021. Downside risks remain, however,
with the threat of virus mutations and global inflationary
pressures among the foremost concerns.

Overall, the Bank forecasts Hong Kong'’s gross domestic
product will grow by 3.2% in 2022, with inflation
trending upwards to 1.9%.

On the Mainland, exports continued to defy market
expectations, growing by 29.9% year-on-year. Fixed
asset investment rose by 4.9% year-on-year. Meanwhile,
sporadic COVID-19 outbreaks have tempered private
consumption, leaving retail sales with subdued average
annual growth of 4% when compared to 2019 levels.
Property prices started to trend downwards in September
2021, succumbing to intense regulatory pressure. Overall,
the economy registered annual growth of 8.1%.

In the coming year, China may face the threat of
a sliding property market, surging input prices and
persistent COVID-19 risks. If these factors were to occur
simultaneously, this could lead to slower growth in 2022.

The Chinese government has stated that economic
and social stability are top priorities for the year. The
People’s Bank of China has already taken action in this
regard, lowering the reserve requirement for banks by
0.5 percentage point in December, and thereby freeing
up liquidity for investments. A key policy focus for 2022
will be support for small- and medium-sized enterprises.
Given this expansionary posture, BEA forecasts China’s
economy will grow by 5.3% in 2022. Inflation will remain
under control, averaging 2.2%.

Business — Hong Kong

Profit before tax for Hong Kong operations increased
by 15.5% year-on-year to HK$3,941 million. Growth
was driven by higher fee income and a one-off gain on
the disposal of BEA Life. This was partially offset by the
impact of a sustained low-interest environment, as well
as an upturn in impairment losses towards the end of
the year following negative news surrounding Mainland
property exposure.

Net fee and commission income increased by 14.9%
year-on-year as the Bank focussed on uplifting frontline
productivity and driving fee-generating business. Early
results from BEA's bancassurance partnership with AIA,
which launched in July 2021, have been positive. This
partnership is expected to have a growing contribution in
subsequent periods.

As experienced across the industry, net interest income
declined, although the pressure on NIM stabilised in the
second half of the year. Net insurance profit was also
lower following the aforementioned disposal of BEA
Life. The Bank’s general insurance arm, Blue Cross (Asia
Pacific) Insurance Limited, is now classified as an asset
held for sale.

Initiatives to reduce costs and improve efficiency across
the Bank’s operations have been successful. As a
result, operating expenses were well contained, despite
significant investment in digital capabilities and people.

Credit deterioration was seen in the fourth quarter,
as certain corporate clients faced liquidity issues. This
brought impairment losses for the full year roughly in line
with 2020, bucking the trend of improved asset quality in
previous quarters.
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The Bank maintained a prudent approach to new lending
throughout 2021. Customer loans increased by 3.3% to
HK$305,400 million at 31st December, while deposits
rose by 5.4% to HK$412,018 million. To mitigate the
pressure on NIM, the Bank continued to attract low-cost
deposits across all business units, and the average current
and savings account ratio improved compared to the
previous year.

BEA is committed to developing green and sustainable
finance in Hong Kong. In October 2021, the Bank signed
a Memorandum of Understanding with the Hong Kong
Quality Assurance Agency (“HKQAA"). Under this
agreement, programmes will be developed to encourage
customers to engage in certification and assessment
services. Meanwhile, a new green mortgage plan was
launched in December 2021 covering private and public
residential properties under the Hong Kong Green
Building Council’s BEAM Plus scheme.

Retail Banking

For the Bank’s retail operations, income was dragged by
a double-digit decline in net interest income. NIM was
pressured under the persistent low interest environment,
impacting deposit income in particular. The effect was
mitigated by successful efforts to grow fee revenues and
reduce costs. Overall, profit before tax reduced by 6.4%
year-on-year.

Retail wealth revenues increased by 13.4%, with higher
income from investment and insurance product sales. The
Bank refined its value propositions for target customer
groups, and double-digit growth was recorded in the
affluent and emerging affluent segments. In particular,
new-to-bank customers of BEA’s Supreme all-in-one
account rose by 54.8%, while the newly launched
SupremeGold Private service saw continued growth in
both customers and AUM.

Following continuous enhancements to the Bank's digital
service capabilities, 41.8% of financial transactions are
now conducted online or via mobile. In particular, mobile
investment transactions rose by 20.9% year-on-year.
Digital migration has enabled BEA to optimise its network
and repurpose branches as wealth management hubs,
raising productivity and reducing costs. These efforts
contributed to an 8.3% reduction in operating expenses.

Looking ahead, encouraging momentum has been
seen in the youth segment, and the Bank is investing to
drive future growth in its customer base. To this end, a
new virtual card was launched in December. Additional
functions in digital payment and consumer finance will be
developed to complement BEA's offering.

Corporate and Commercial Banking

Corporate Banking's performance improved in 2021, as
business activity bounced back from the lows experienced
during the worst of the COVID-19 outbreak.

Overall, operating income rose by 9.6% year-on-year.
Net interest income was up by 9.2%, driven by a 4.9%
increase in the corporate loan book, as well as an
improved interest spread on lending resulting from lower
funding costs.

Non-interest income also grew by 11.3%. The Bank'’s
efforts to improve fee income, including a widened
product suite, expanded specialist teams and a
systematic approach to account planning, were effective.
As a result, revenues from insurance, corporate wealth
management, debt capital markets solutions and trade
finance activity increased.

™ The Bank’s Green Mortgage Plan promotes green living and
sustainable development
REpIRITIEE [ BRI 8] - BEREREEE R
AREER

== BEA's refreshed Supreme service enhances the customer-centric
digital wealth experience for young emerging affluent customers
ROPITEEEF [ ZGEM RS ANEEHREFRNEER
BFRHUBBRERLNI EEEER
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BEA continued to attract new customers from a wide
range of industries to broaden its customer base and
diversify its portfolio. The corporate customer base grew
by 16.3%, and new-to-bank customers made a significant
contribution to growth in deposits, loans and fee income.
The Bank has developed tailor-made sector solutions to
further deepen penetration in target customer segments.
Results to date have been encouraging, with a 43.6%
increase in revenues from customers using these products.

In the coming year, BEA will focus on upgrading its
digital service capabilities for corporate customers. A
new Corporate Cyberbanking platform will be launched
in the second half of 2022, with advanced features and
an improved user interface. The Bank will also leverage
the HKMA's Commercial Data Interchange project and
Open Application Programming Interface technology to
collaborate with a wide range of partners on commercial
data, customer experience integration and new payment
and financing solutions.

Wealth Management

Private Banking’s performance was impacted by muted
investor sentiment in the second half of the year, as equity
markets in Hong Kong came under pressure from sector-
specific policy risk on the Mainland. Clients continued
to deleverage their portfolios, focussing instead on
risk mitigation. As a result, loans and investment AUM
declined. However, deposits recorded good growth,
providing a solid foundation for future revenue generation.

Demand for mutual funds remained resilient throughout
the period as customers were advised to actively re-
adjust their portfolios and diversify their holdings. Foreign
exchange-related business also recorded strong results
from both retail and private banking clients, with revenues
from currency-linked deposits more than doubling.

BEA will continue to promote its forex-related services
to help clients capture opportunities from anticipated
exchange rate volatility as global monetary policies
diverge. Meanwhile, the Bank remains dedicated to
serving the Greater Bay Area and has built a solid
market position among foreign banks under the Wealth
Management Connect scheme.

The Bank is further strengthening its integrated service
platform, especially digital investment tools, to meet the
holistic needs of high-net-worth individuals in the region.
Seasoned relationship managers, investment consultants
and product specialists have been recruited to drive the
wealth management business. Strong growth in AUM
and revenue is expected as the COVID-19 recovery takes
hold, both from new customer acquisition as well as a
deepened wallet share from existing clients.

Insurance and MPF Services

In 2021, the Bank successfully completed the sale of
BEA Life to AIA Group. As part of the transaction, BEA
also entered into a 15-year exclusive bancassurance
agreement with AIA covering Hong Kong and Mainland
China. The bancassurance partnership was launched in
July following a brief transition. Initial results have been
promising, and this partnership is expected to contribute
meaningful revenues in the coming years.

Blue Cross (Asia Pacific) Insurance Limited, BEA’s wholly-
owned general insurance arm (“Blue Cross”), experienced
an exceptional surge in inpatient claims in 2021 as pent
up demand was released, dragging underwriting profits.
Premium income was also affected by a temporary delay
in new subscriptions due to ongoing travel restrictions.
Nevertheless, demand is expected to rebound strongly as
borders reopen and normal activity resumes.

Blue Cross remains focussed on providing value-added
services for its base of over 300,000 medical and general
insurance customers. To drive engagement and brand
awareness, a new wellness platform is being launched in
phases. The platform will provide healthy living advice, as
well as a rewards program where customers can redeem
gifts and insurance discounts.

Total membership of BEA's MPF schemes grew to
851,000 at the end of December 2021, while AUM
stood at HK$31 billion. The Bank continued to promote
its convenient digital MPF service channels, and the
utilisation rate among members reached 90% during the
year under review.

== Mobile Wealth - an investment trading platform in the
BEA App which offers 13 wealth management functions —
was launched, enabling customers to capture investment
opportunities anytime, anywhere

R IoERTTHE BEA App HEH Mobile Wealth# 8B X 5 ¥ 4 -
R 13BYEEEINE - WEFERENZREERS
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== BEA’s 15-year exclusive bancassurance partnership with AIA for Hong Kong and Mainland China commences,
offering comprehensive life and long-term savings insurance solutions
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Business — Mainland China

In 2021, China’s economy staged a strong recovery and
its GDP expanded by 8.1% compared to the year before.
However, signs of a slowdown were observed in the
second half of 2021, mainly due to weakened demand,
supply chain disruptions and tightened regulations on
various industries, in particular the real estate sector.

BEA China successfully executed its business strategies
and its operations showed a turnaround, achieving a
net profit of HK$571 million in 2021 from a net loss of
HK$818 million in 2020. During the year, loan growth
momentum accelerated while credit cost was managed at
the lowest level in recent years. Through persistent efforts
in expanding and diversifying the loan portfolio, total
loans recorded double-digit growth to reach HK$150
billion while the proportion of property-related loans was
progressively reduced.

Despite encouraging loan book growth in 2021, total
operating income edged down on a year-on-year basis.
NIM was lower as a result of the reduction in the high-
margin consumer finance portfolio and keen market
competition for deposits. Non-interest income was also
weaker than expected, due to a slowdown in economic
activity and dampened demand on wealth management
services as capital market volatility increased.

On the corporate banking side, BEA China focussed
on growing and diversifying its loan portfolio in 2021.
Emphasis was placed on developing the non-property
related loan portfolio and building up trade finance assets.
BEA China’s non-property related loan portfolio now
accounts for 67.0% of its total corporate portfolio, while
it stood at 60.7% at the end of 2020; and comprises
mainly of non-bank financial institutions, companies
from wholesale and retail trade, and the manufacturing
industry. A large proportion of the increase came from
extending additional facilities to qualified customers who
have long-term banking relationships with the Bank as
well as customers with financing needs on both sides of
the border. At the same time, BEA China has cautiously
expanded its customer base, which has led to a steady
growth in new-to-bank customers, with state-owned
sponsors accounting for a larger share.

Overall, operating income from corporate banking
achieved steady growth in 2021. Net interest income
from corporate banking grew by 15.4% year-on-year.
The benefits from a larger loan portfolio were offset by
thinner margins as BEA China targeted quality customers
with stronger credit ratings. Non-interest income from
corporate banking remained stable, and BEA China was
able to capture new business opportunities through
treasury sales and debt capital markets.

Operating income from retail lending in 2021 was lower
compared to the previous year as BEA China downsized
its high-margin internet finance and credit card portfolios.
Following the new Government policy on internet finance,
the Bank worked closely with its eco-system partners
to improve risk control on both pre- and post-lending
and ensure compliance with new regulations. Regarding
its credit card business, BEA China slowed down new
card issuance and put greater emphasis on deepening
customers’ wallet share through cross-selling.

Income from wealth management also dropped during
the year as customers moved away from risky products
and volatile markets. However, it is encouraging to see
an increase in the number of SupremeGold customers
and the amount of AUM (including deposits) and
cross-boundary referrals during the year, with the
GBA fuelling a large share of the growth. Since the
bancassurance partnership between BEA China and AIA
China was officially launched, with product proposition
and a sales force put in place, early encouraging results
have been noted. This momentum should carry over to
2022 and beyond.

During the period under review, operating expenses for
BEA China increased by 8.5% year-on-year to HK$3,446
million. However, on a constant currency basis, BEA
China’s operating expenses stayed flat compared to a
year ago, reflecting strong cost discipline despite being
in an inflationary environment. The cost benefits of
network consolidation and a more efficient workforce
were partly offset by the absence of a one-time social
insurance contribution exemption granted by the Central
Government in 2020 amid the COVID-19 outbreak.
Notwithstanding its flat cost base, BEA China has
increased its investments in information technology as
well as digital and data analytics capabilities in order to
drive cost efficiency, improve workflow and strengthen
core infrastructure.

Regarding asset quality, BEA China continued to ma