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Independent auditor’s report
to the members of The Bank of East Asia, Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of The Bank of East Asia, Limited (“the Bank”) and its
subsidiaries (together “the Group”) set out on pages 180 to 369, which comprise the consolidated statement
of financial position as at 31 December 2022, the consolidated income statement, the consolidated statement
of comprehensive income, the consolidated statement of changes in equity and the consolidated cash flow
statement for the year then ended and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of the Group as at 31 December 2022 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the
HKICPA. Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of the Group in
accordance with the HKICPA’s Code of Ethics for Professional Accountants (“the Code”) and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.

Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

The Group’s advances to customers as at 31
December 2022 amounted to HK$549,014 million,
with total expected credit losses (“ECL”) amounting
to HK$6,620 million as at 31 December 2022. Hong
Kong and Mainland China Operations contributed to
54.4% and 26.8% of the Group’s advances to
customers, and 49.1% and 40.4% of the Group’s
total ECL respectively.

Impairment allowances of loans and advances to
customers across the banking industry continues to
be an area of elevated focus due to ongoing
challenges in the China real estate sector and
tightening monetary policy by many central banks to
combat inflation. This has led to a more difficult
environment for borrowers and leads to challenges
in assessing impairment provisions.

How the matter was addressed in our audit

Our audit procedures to assess the Group’s
impairment allowances on loans and advances to
customers measured at amortised cost with regards
to the methodology, data and assumptions used in
the estimate included the following:

Methodology

e understanding and assessing the design,
implementation and operating effectiveness of
key internal controls on the ECL model
monitoring and governance process and on the
controls around the final review and
determination of impairment allowances by
management;

e involving credit risk specialists in assessing the
appropriateness of the methodology and
reliability of the ECL models used by
management in determining impairment
allowances; and
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

The Group applies its ECL models to assess
impairment allowances of loans and advances to
customers measured at amortised cost. Loan
exposures that are not already credit-impaired are
classified as stage 1 on origination and a 12-month
ECL provision is recognised. Loan exposures will
remain in stage 1 until they are repaid, experience a
significant increase in credit risk (stage 2) or become
credit-impaired (stage 3), for which a lifetime ECL
provision is recognised.

The difficulty in identifying those loans which may
have significant increase in credit risk or impaired
has remained high. Past historical experience on
repayment may be less representative of the
borrowers’ financial conditions and therefore more
judgement is required.

Impairment allowances may be materially misstated
if the exposures with a significant increase in credit
risk are not properly identified and classified in the
appropriate stages.

The determination of impairment allowances using
the ECL models is subject to a number of key
parameters and assumptions, including the
identification of loss stages, estimates of probability
of default, loss given default, exposures at default
and discount rate, adjustments for forward-looking
information and other adjustment factors.
Management judgment is involved in the selection of
those parameters and the application of the
assumptions.

In particular, the determination of the impairment
allowances is heavily dependent on the external
macro environment. The expected credit losses are
derived from estimates including the historical
losses, internal and external credit grading and other
adjustment factors. The expected credit losses for
personal loans are derived from estimates whereby
management takes into consideration historical
overdue data, the historical loss experience for
personal loans and other adjustment factors.

How the matter was addressed in our audit

® in respect of assessing the accuracy of ECL
calculation, calculating the amount of credit loss
allowance for 12-month and life-time credit
losses using the ECL models based on the
above parameters and assumptions for a
sample of loans and advances to customers
where the credit risk of the loan has not, or has,
increased significantly since initial recognition,
respectively and comparing to the results from
the Group;

Data

e understanding and assessing the design,
implementation and operating effectiveness of
key internal controls on financial reporting over
approval, recording and monitoring of loans
measured at amortised cost, including the
recording of key data elements used in the ECL
model ;

e assessing the completeness and accuracy of
data used for the key parameters in the ECL
models, by comparing individual loan
information on a sample basis with the
underlying agreements and other related
documentation to assess the accuracy of the
loan information in the ECL models. For key
parameters derived from external data, we
selected samples to inspect the accuracy of
such data by comparing them with publicly
available sources; and

e for key parameters used in the ECL models
which were derived from system-generated
internal data, assessing the accuracy of input
data by comparing the input data with original
documents on a sample basis. We involved our
information technology specialists in assessing
the information systems controls critical to the
financial reporting process, such as the
compilation of the overdue reports for advances
to customers. We also assessed the design,
implementation and operating effectiveness of
relevant automated application controls within
these systems, as well as key internal controls
over these underlying systems, including
controls over access to these systems and
controls over data and change management;
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

Management also exercises judgement in
determining the quantum of loss given default based
on a range of factors. These include available
remedies for recovery, the financial situation of the
borrower, the recoverable amount of collateral,
macroeconomic factors, the seniority of the claim
and the existence and cooperativeness of other
creditors. Management refers to valuation reports
issued by qualified third party valuers and considers
the influence of various factors including the market
price, location and use when assessing the value of
property held as collateral. The enforceability, timing
and means of realisation of collateral can also have
an impact on the recoverable amount from collateral
and, therefore, the amount of impairment allowances
as at the end of the reporting period. The
assessment of the recoverable amount of collateral
is particularly challenging in Mainland China as the
extent of judgement exercised by management in
the process of determining the strategy of recovery
and assessing the collateral value of these
exposures is high. As a result, the impairment
allowances of loans and advances to customers in
this particular part of business is subject to a higher
inherent risk of material misstatements.

We identified the impairment allowances of loans
and advances to customers measured at amortised
cost as a key audit matter because of the complexity
of the inherent uncertainty and management
judgment involved and because of its significance to
the financial results and capital of the Group.

How the matter was addressed in our audit

Assumptions

understanding and assessing the design,
implementation and operating effectiveness of
key internal controls on financial reporting over
the credit grading process;

understanding and assessing the design,
implementation and operating effectiveness of
key internal controls on the monitoring and
governance process for the assumptions used in
the ECL models, including the assessment of
the internal credit grading applied to exposures;

evaluating the validity of management’s
assessment on whether the credit risk of the loan
has, or has not, increased significantly since
initial recognition and whether the loan is credit-
impaired by selecting samples for which we
checked loan overdue information, made
enquiries of the credit managers about the
borrowers’ business operations, checked
borrowers’ financial information and researched
market information about borrowers’
businesses. Our sample of loans and advances
to customers selected for credit review, including
in Mainland China Operations, focused on
accounts with high risk characteristics, including
industries, features of loan arrangements, types
of collateral and credit quality of the accounts;

involving credit risk specialists in assessing the
appropriateness of the key assumptions in the
ECL models, including the criteria used by
management in determining loss stages, the
probability of default, loss given default,
exposure at default, discount rate, adjustments
for forward-looking information and other
management adjustments;

for key parameters involving judgement,
critically assessing input parameters by seeking
evidence from external sources and comparing
it to the Group’s internal records including
historical loss experience and type of collateral.
As part of these procedures, we challenged the
reasons for modifications to estimates and input
parameters and considered the consistency of
judgement. We compared the economic factors
used in the models with market information to
assess whether they were aligned with market
and economic development;
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 28(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

for selected samples of loans and advances to
customers that are credit-impaired, evaluating
management’s assessment of the recoverable
amount of the exposure including evaluating
management’s assessment of the value of any
property collateral held by comparison with
market prices based on the location and use of
the property and the prices of comparable
properties. We also evaluated the timing and
means of realisation of other collateral,
evaluated the forecast cash flows, challenged
the viability of the Group’s recovery plans and
evaluated other credit enhancements that are
integral to the contract terms; and

assessing the appropriateness of material
manual adjustments and overlays on ECL model
outputs.

Other audit procedures to assess the Group’s
impairment allowances on loans and advances to
customers measured at amortised cost included the
following:

in respect of evaluating the accounting
treatments of disposal of impaired loans during
the year, inspecting the Iloan disposal
agreements and documents, enquiring of
management and assessing whether the
transactions are recognised appropriately; and

evaluating whether the presentation and
disclosures on impairment allowances of loans
and advances to customers measured at
amortised cost meet the requirements of the
prevailing accounting standards.
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Impairment assessment of an investment in associate, AFFIN Bank Berhad (“AFFIN”)

Refer to notes 2(r), 31 to the consolidated financial statements

Key audit matter

The quoted market price of the Group’s investment
in AFFIN has been persistently below the carrying
amount for a period of time. This is considered an
indicator of potential impairment.

HKAS 36 “Impairment of assets” requires
recognition of impairment loss when the carrying
amount exceeds the recoverable amount, which is
the higher of its fair value less costs of disposal and
its value in use (“VIU”). An impairment test was
performed by the Group using a VIU model to
estimate the investment’s value assuming the Group
continues to hold this investment.

As at 31 December 2022, the recoverable amount
based on the VIU calculation was HK$3,917 million
which was above the carrying value.

The VIU model is based on the requirements in
HKAS 36 “Impairment of assets” and is dependent
on many assumptions, both short-term and long-
term in nature. These assumptions, which are
judgemental, are derived from a combination of
management estimates, forecasts and market data.
The assumptions considered the current levels of
uncertainty, due to the continuing impact of the
COVID-19 pandemic, on the economy in Malaysia.

A number of key judgements were made by
management in determining the inputs for the VIU
calculation which included:

forecast cash flows;

forecast regulatory capital adjustments required;
growth rates and terminal values; and

discount rate applied to the forecast cash flows.

We identified the impairment assessment of the
Group’s investment in AFFIN as a key audit matter
because of the increased uncertainty of the VIU
estimation and its significance to the consolidated
financial statements, and because assessing the key
assumptions involved a significant degree of
management judgement which may affect both the
carrying value of the Group’s investment in AFFIN at
year end and amount of impairment charge for the
year.

How the matter was addressed in our audit

Our audit procedures to assess the carrying value of
the Group’s investment in AFFIN with regards to
methodology, data and assumptions used in the
estimate included the following:

Methodology

® engaging our valuation specialists to evaluate
the methodology used in the VIU calculation;

Data

e comparing AFFIN’s budgeted income and profits
with the assumptions used by management in its
discounted cash flow forecast; and

e comparing the actual results of AFFIN for the
past years to forecasts prepared by
management for the preceding years to assess
the accuracy of management’s forecasting
process;

Assumptions

e discussing with management, who sit on the
board of AFFIN, to understand business
performance and future business plans of
AFFIN;

e evaluating the assumptions and judgements
adopted by management in its discounted cash
flow forecast relating to growth rates, terminal
value and the discount rate used to derive the
recoverable amount of the Group’s investment in
AFFIN, with support of our valuation specialists,
through the following procedures:

e conducting research on the assumptions
and judgements relating to growth rates,
terminal value and the discount rate based
on available market information;

e performing an alternative calculation of the
discount rate and comparing this calculation
with the discount rate applied by
management to assess reasonableness of
the discount rate used by management;
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Impairment assessment of an investment in associate, AFFIN Bank Berhad (“AFFIN”)

Refer to notes 2(r), 31 to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

e evaluating the assumptions used in
forecasting regulatory capital adjustments
required,;

e comparing AFFIN’s budgeted income and
profits with externally derived data, such as
analysts’ reports, to assess their
reasonableness;

evaluating the sensitivity analyses prepared by
management for each of the key assumptions
adopted in the discounted cash flow forecast,
including growth rates applied, cash flow
forecast, and discount rate assumptions, and
considering any management bias in formulating
these assumptions; and

evaluating the probabilities assigned by
management to the various economic scenarios
in the VIU calculation by assessing whether they
were aligned with market and economic
development.

In addition to the above audit procedures, we also
considered whether the disclosures in the
consolidated financial statements in respect of the
impairment assessment of the Group’s investment in
AFFIN reflected the risks inherent in the key
assumptions with reference to the requirements of
the prevailing accounting standards.
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Information other than the consolidated financial statements and auditor’s report thereon

The directors are responsible for the other information. The other information comprises all the information
included in the annual report, other than the consolidated financial statements and our auditor’s report thereon.
Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated financial statements

The directors are responsible for the preparation of the consolidated financial statements that give a true and
fair view in accordance with HKFRSs issued by the HKICPA and the Hong Kong Companies Ordinance and
for such internal control as the directors determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. This report is made solely to you, as a body, in accordance with section 405 of the Hong
Kong Companies Ordinance, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control.
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e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely
responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence and, where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is McSheaffrey, Paul Kevin.

KPMG

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

Central, Hong Kong

16 February 2023
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CONSOLIDATED INCOME STATEMENT
srEfsR
For the year ended 315t December, 2022

Interest income
Interest income calculated using the
effective interest method

Related interest expense
Interest expense
Net interest income

Fee and commission income

Fee and commission expense

Net fee and commission income

Net trading profit

Net result on financial instruments at FVTPL

Net result on financial assets measured at
FVOCI

Net loss on sale of investments measured at
amortised cost

Net hedging profit

Net insurance profit
Other operating income
Non-interest income

Operating income

Operating expenses

Operating profit before impairment losses

Impairment losses on financial instruments

Impairment losses on assets held for sale

Impairment losses

Operating profit after impairment losses

Net profit on sale of assets held for sale

Net (loss)/profit on disposal of subsidiaries/
associates

Net profit/(loss) on disposal of fixed assets

Valuation losses on investment properties

Share of profits less losses of associates
and joint ventures

Profit for the year before taxation

Income tax

Profit for the year

Attributable to:
Owners of the parent
Non-controlling interests
Profit for the year

Page

BE20224812731H LK
2022 2021
Notes HK$ Mn HK$ Mn
Wizt HIEEET A EETT
FIEHA 5 24,848 18,055
R T AT ERTF E A 24,871 19,123
FRIBAE S (23) (1,068)
FIEH 6 (11,340) (6,870)
EAIISUION 13,508 11,185
AR5 2 R A U A 7 3,372 3,916
RS R AR = (619) (847)
AR5 2 R AR A S48 2,753 3,069
R G FF AR 8 943 879
BB DRI A HEESR TR
B FREL 9 (68) 234
B TS DA B 2 B B <
BENFRE 10 175 45
H B AT B E I 1R (6) (14)
Eaipl i eI E | 11 201 144
IRiEEH T 12(a) 158 411
HAAE A 13 290 330
FEFIEHA 4,446 5,098
LB 17,954 16,283
T 14 (9,224) (9,321)
FATBRIRAE TR 2 885 F 8,730 6,962
BT ER(ERL 15 (5,923) (1,679)
FrAEREEERERK (3) -
DERIEEISEN (5,926) (1,679)
EAORRR(E IR AR 2 8825 ] 2,804 5,283
HERA R EERE ZFF] 16 1,445 1,042
HERBAE TEAEZF (B
) hF 1) 181
HEBEEEZIFREA, (B8 17 17 4)
ELEEYERE 33 (179) (132)
JEAGTR N 5 R e s AR
E518 31 855 (234)
NIRRT F] 4,941 6,136
Frfsti 18 (563) (823)
R 4,378 5,313
TTERE ¢
ARG R 42(j) 4,359 5,270
FlELiy =5 19 43
FEEN A 4,378 5,313
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CONSOLIDATED INCOME STATEMENT (CONTINUED)
Galig (8

For the year ended 315t December, 2022 BE2022F12 7331 HIEEE
2022 2021
Notes HKS$ Mn HK$ Mn
Vg3 BEEET AEEETT
Attributable to: TTERE
Owners of the parent ENCE TS 42(j) 4,359 5,270
Non-controlling interests e 19 43
Profit for the year FEEN R 4,378 5,313
HK$#&HT HK$&HE T
Earnings per share (sEi el
Basic BN 20 1.32 1.53
Diluted b i 20 1.32 1.53

The notes on pages 189 to 369 form part of these financial statements. Details of 189 E369H I Iff st B A EHE —H sy - B
dividends payable to equity shareholders of the Bank attributable to the profit for the AV R R s R FE (T T AR FT R B > B B SR
year are set out in Note 19. SRR -



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SEELERERR
For the year ended 315t December, 2022

Net profit

Other comprehensive income for the year:
Iltems that will not be reclassified to
income statement:

Premises:

- unrealised surplus on revaluation
of premises

- deferred taxes

Fair value reserve (equity
instruments):

- net change in fair value
- deferred taxes

Liability credit reserve:
- net change in fair value
attributable to Group’s own
credit risk

- deferred taxes

Iltems that may be reclassified
subsequently to income statement:
Fair value reserve (debt instruments):

- net change in fair value

- amount transferred to income
statement on disposal

- deferred taxes
Share of changes in equity of
associates and joint ventures

Exchange differences arising from
translation of accounts/disposal of
overseas branches, subsidiaries,
associates and joint ventures

Other comprehensive income
Total comprehensive income

Total comprehensive income attributable
to:

Owners of the parent
Non-controlling interests

The notes on pages 189 to 369 form part of these financial statements.

BE2022612731HILEE
2022 2021
Notes HK$ Mn HK$ Mn
ViFia BREETT AHEETT
Al 4,378 5,313
RN E A S
AR E RIEE
7
- EH{THEATE AR E IR
sl 42(b) 354 5
- IRAERIE 42(b) (4) 6
AN EERE R (AL
H)
- AFE{EES 42(g) 127 (571)
- IRIERIE 42(9) 4) 1
BE(E SR
- REEE S EERETE]
BHYA T EEES) 35,42(h) 73 (18)
- IREERH 35,42(h) (12) 4
Pl T se o s RVIHE ¢
AN PEERERE (HBL
H)
- AFEEED) 42(g) (1,849) 735
- BRI AU RS
k) 42(g) 13 (492)
- IRIERIH 42(g) 298 (213)
JEAG T A R G
#YEEE) 42(i) 54 (165)
TEFIMITT ~ IFREAT] ~ B
BNE R B FEIIIRIA
PrE AT AR A EE
FERR (2,880) 757
HAth A= = (3,830) 49
SRS 548 5,362
ST s SR T BRI
AEEERR 529 5,319
AR 19 43
548 5,362

F189FE369H LB AR —#T -

Page

182



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

SGEMBIRNR
As at 315 December, 2022

ASSETS

Cash and balances with banks

Placements with and advances to
banks

Trade bills

Trading assets

Derivative assets

Loans and advances to customers

Investment securities

Investments in associates and joint
ventures

Fixed assets
-Investment properties
-Other properties and equipment
-Right-of-use assets
Goodwill and intangible assets
Deferred tax assets
Other assets
Total Assets

EQUITY AND LIABILITIES
Deposits and balances of banks
-Designated at fair value through
profit or loss
-At amortised cost
Deposits from customers
- Demand deposits and current
accounts
- Savings deposits
- Time, call and notice deposits
Trading liabilities
Derivative liabilities
Certificates of deposit issued
-Designated at fair value through
profit or loss

-At amortised cost
Current taxation
Debt securities issued
-Designated at fair value through
profit or loss
-At amortised cost
Deferred tax liabilities
Other liabilities
Loan capital — at amortised cost
Total Liabilities

Share capital

Reserves

Total equity attributable to owners of
the parent

Additional equity instruments

Non-controlling interests

Total Equity

Total Equity and Liabilities

B

Bl RAESRATIES 1

TESRITHITF IR 5K
H AR

R EE
PTAETHERE

H R ER

RS
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] E

-EEE
LA Rk
- E
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ARIERR I A

Hoith e

B

Wit B £
SRATH AR5
I B R R
A
B
R

SEE R AT
-GETE
SER AR
35
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Ea{T R
I BB TY
(A
B
ALERUR
B RS
- BRI
T
-BEHAA
IEAEBUA S
it i
EEEA - B
4 (A
s
Ff
B AR 25
AT A

ElEetivg; £
Fe SR 2 4

PSR 2 B R A

Approved and authorised for issue by the Board of Directors on 16"

February, 2023.

Executive Chairman
Co-Chief Executives

David LI Kwok-po
Adrian David LI Man-kiu

Brian David LI Man-bun

Director

Meocre LI Kwok-wing

The notes on pages 189 to 369 form part of these financial statements.

H20225£12 31 H

Notes

Vif3
24

25
26
27

45(b)(ii)
28
29

31
33

32
36(b)
34

35

45(b)(ii)

35

36(a)

35
36(b)

37
38

40
42

41

Page

2022 2021
HKS Mn HKS Mn
BHEETT BEEET
54,579 55,088
60,203 74,742
529 10,772
1,530 2,483
11,092 3,381
542,394 544,437
147,007 147,507
9,061 8,947
13,476 13,844
5,166 4,992
7,593 8,015
717 837
1,870 1,885
1,849 1,861
39,235 42,523
882,825 907,470
25,478 31,766
4,545 3,639
20,933 28,127
648,093 633,505
65,899 79,657
145,107 196,662
437,087 357,186
5 5
4,145 5,050
32,662 64,327
19,001 32,618
13,661 31,709
1,252 958
2,892 5,847
811 620
2,081 5,227
226 559
49,799 42,915
11,927 6,488
776,479 791,420
41,856 41,645
54,131 60,133
95,987 101,778
10,090 13,968
269 304
106,346 116,050
882,825 907,470

HHEFH2023F2 16 AR Az s -

HiTLHE

BETTEE#

#HE

FEE
FRE
PRI

F189E3I69H AN Rz &y -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

SrafEsEER

For the year ended 31t December, 2022

Share
capital
ik

General
reserve
— A

Revaluation
reserve of
bank
premises
TThEELS
(it

Capital
reserve
B

Capital

reserve —

staff share

Exchange options

revaluation issued

reserve  VIAfh{-

PERE C#{TRA
oA e

HFE 2022412531 HIHER

Fair value
reserve
APEE
(it

Liability
credit
reserve Other Retained
EfEEE  reserves profits
e 1A e A R

Total
k|

Additional

Non-

equity controlling

instruments
YA
TH

interests
gz
£

Page

Total
equity
it

HK$ Mn

HK$ Mn

e B EET

At 18t January, 2022
1220221 F1H 41,645

13,658

HK$ Mn

HK$ Mn

HK$ Mn  HK$ Mn

EWETET BT BIEETT BN AT

1,905

895

1,058 152

HK$ Mn
M

1,925

HK$ Mn  HK$ Mn  HK$ Mn
AR EEEET BT

(46) 5,191 35,395

HK$ Mn
WA

101,778

HK$ Mn
W

13,968

HK$ Mn

AW

304

HK$ Mn
AT

116,050

Changes in equity
ez

Profit for the year
FERENRF] -
Other comprehensive

income

HAt e HE S -

350

(2,880) -

(1,415)

- - 4,359

61 54 -

4,359

(3,830)

4,378

(3,830)

Total comprehensive
income

Elhensit] -

350

(2,880) -

(1,415)

61 54 4,359

529

548

Shares issued in lieu of

dividend (Note 40)
DIREAE A THIRE Y

(/1740) 211
Equity settled share-

based transaction

(Note 42(f)
DA Ay Ry RSS2 258

Z(z142(f) -
Transfer
R -
Distribution/Dividends

declared or approved

during the year
RN IR R EEAGE

TZAEIRFE RS -
Share buy-back '
e -
Redemption of

additional equity

instruments 2
JEEERS M A T A 2 -
Change of ownership in

subsidiaries
Wi ) 2 A ) -

- (140) 164

- - (3.455)

- - (3,051)

- - @7)

211

22

(3.455)

(3,051)

(47)

(3,878)

(48)

211

22

(3,503)

(3,051)

(3,925)

(6)

At 315t December, 2022
4202212 H31H 41,856

13,658

2,255

895

(1,822) 150

510

15 5,105 33,365

95,987

10,090

269

106,346

1. During the year, the Bank bought back 262 million issued shares at a total consideration ot
HK$3,038 million. Together with the direct transaction cost of HK$13 million, a total amount

of HK$3,051 million were accounted for as a deduction from retained profits.

the share buy-back, please refer to Note 40.

For details of

2. During the year, the Bank redeemed HK$3,878 million (USD500 million) undated non-
cumulative subordinated Additional Tier 1 capital securities issued in 2017.

3. Other reserves include statutory reserve and other reserves.

The notes on pages 189 to 369 form part of these financial statements.

1. 2ER - AL
HERZLAEN 1,30047C

i

B o BRI IEIEITEF IS - 75 2740

TR BRI —RE R TR -

A EiEEE R -

SF189E369H Z Il ak AN Bk 2 —#iy -

118 30.38[FIC/El 2.62 (EMCZT TR - 2]
HE 30.51 [FT EfE B 77t FIHH

FE - KTTHEENE 38.T8(5TT (S(55TT ) FO2017 FER{THIAREIAH
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
SFERRER (50

For the year ended 31%t December, 2021 HBZE2021FE12H31HIEEE
Capital
reserve —
Revaluation staff share
reserve of Exchange options Liability Additional Non-
bank revaluation issued Fair value credit equity controlling
Share  General  premises Capital  reserve FIAGA-  reserve  reserve Other Retained instruments  interests
capital  reserve  TTHEEfH  reserve [EREE CE#TEE ATEE &AMEE  reserves' profits Total  AEIMEA IR
[ N B ARG {ihf e {ihf i AR BEERA e TH £

HK$ Mn  HK$ Mn HK$ Mn  HKEMn  HKEMn HKEMn HK$Mn HK$SMn HKEMn HKEMn  HK$ Mn HK$ Mn  HK$ Mn
e BWEETT  BWEEETT BEEADT BWEET REEET BNEE  BEEE BEEET RREET BNEE IS BT

At 18t January, 2021
202117 1H 41,557 13,657 1,895 895 301 157 2,465 (32) 5,138 32,852 98,885 13,968 943 113,796

Changes in equity
ez

Profit for the year
FREPYF] - - - - - - - - - 5,270 5,270 - 43 5,313
Other comprehensive

income
HAth £ - - 1 - 757 - (540) (14) (165) - 49 - - 49
Total comprehensive

income
el ensk] - - 1" - 757 - (540) (14) (165) 5,270 5319 - 43 5,362

Shares issued in lieu of

dividend (Note 40)
DIREAE A THIRE Y

(/11:#40) 88 - - - - - - - - - 88 - - 88

Equity settled share-

based transaction

(Note 42(f)
DA Ay Ry SRS 258

5 (Wfzt42(f)) - - - - - 19 - - - - 19 - - 19
Transfer
R - 1 1) - - (24) - - 218 (194) - - - -
Distribution/Dividends

declared or approved

during the year

FERENITT IR R EEAGE

e TRE LS - - - - - - - - - (2,533)  (2,533) - (52)  (2,585)
Change of ownership in

subsidiaries

W E A . B - N . - - B . - N - (630) (630)

At 31t December, 2021

72021412 H31H 41,645 13,658 1,905 895 1,058 152 1,925 (46) 5,191 35,395 101,778 13,968 304 116,050
1. Other reserves include statutory reserve and other reserves. 1. A EIEE R

The notes on pages 189 to 369 form part of these financial statements. $189E 369 H s EBAM BT —E sy -



CONSOLIDATED CASH FLOW STATEMENT

SaRSRER

For the year ended 31t December, 2022

OPERATING ACTIVITIES
Profit for the year before taxation

Adjustments for:

Charge for impairment losses on financial
instruments

Charge for impairment losses on assets
held for sale

Share of profits less losses of associates
and joint ventures

Net loss on sale of investments measured
at amortised cost

Net profit on sale of debt securities
measured at FVOCI

Net loss/(profit) on disposal of
subsidiaries and associates

Net profit on sale of assets held for sale

Net (gain)/loss on disposal of fixed assets

Interest expense on debt securities issued

Interest expense on loan capital issued

Interest expense on lease liabilities

Depreciation on bank premises, furniture,
fixtures and equipment

Depreciation on right-of-use assets

Dividend income from equity securities
measured at FVOCI

Amortisation of intangible assets

Amortisation of premium/discount on debt
securities and loan capital issued

Revaluation gains on debt securities and
loan capital issued

Valuation losses on investment properties

Equity settled share-based payment
expenses

Page

BZE2022F12H31H IEEE
2022 2021
Notes HK$ Mn HK$ Mn
Vg3 HIEETT HREETT
BT IET
FEENRRIRATRF] 4,941 6,136
SRl T EUREIE I 5,923 1,679
FrATEEE ER(EIRA 8 3 -
JE(ERRE A R A RS TE (855) 234
HEEE R AT RIS 2 F51E 6 14
S i A A T U DA R B N SR (B 75
i Pae oyl (142) (95)
HEBAE KBS AE 2 IFEEE
CaFl]) 1 (181)
HERAEHEERE 2T F] (1,445) (1,042)
HEEEEEF Cifl) /B (17) 4
EE T a5 F S S 80 131
ESETEEEAFE L H 454 368
FHEAMFEZH 28 29
1ThE ~ &L - S R e 33 567 581
(S ETTE 33 295 374
BT S DR A SR E R 55 55
ERISULON 10 (16) (22)
A A 14 13 14
E TS5 RSB AN RE T
S 7 11
BT TR M S EEAREA (298) (46)
EREYE R 33 179 132
DARSAS R B E 2 B 14,42(f) 22 19
9,746 8,340
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

GaRengR (8)
For the year ended 31t December, 2022

(Increase)/decrease in operating assets:

Cash and balances with banks with
original maturity beyond three months

Placements with and advances to banks
with original maturity beyond three
months

Trade bills

Trading assets

Derivative assets

Loans and advances to customers

Debt investment securities measured at
amortised cost

Investment securities measured at FVOCI

Debt investment securities mandatorily
measured at FVTPL

Non-trading equity securities mandatorily
measured at FVTPL
Other assets

Increase/(decrease) in operating liabilities:
Deposits and balances of banks
Deposits from customers
Certificates of deposit issued
Trading liabilities
Derivative liabilities
Other liabilities

Exchange adjustments

NET CASH INFLOW FROM OPERATIONS
Income tax paid
Hong Kong profits tax paid
Outside Hong Kong profits tax paid
NET CASH GENERATED FROM OPERATING
ACTIVITIES
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2022 2021
HK$ Mn HK$ Mn
B EETT B EETT
1,457 1,492
1,618 378
10,244 1,026
2,228 (1,471)
(7.711) 4,678
(3,374) (36,838)
2,260 (1,602)
(2,761) (5,634)
1,095 180
193 135
624 (10,684)
(6,288) 623
14,588 44,303
(31,595) 3,461
- 5
(905) (7,966)
8,642 9,976
1,476 (383)
1,537 10,019
(199) (167)
(244) (176)
1,094 9,676




CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

HeBeRER (4
For the year ended 315t December, 2022

INVESTING ACTIVITIES

Dividends received from associates and joint
ventures

Dividends received from equity securities
measured at FVOCI

Purchase of fixed assets

Proceeds from disposal of other properties
and equipment

Proceeds from sale of assets held for sale
Returns of investments in associates

NET CASH GENERATED FROM INVESTING
ACTIVITIES

FINANCING ACTIVITIES
Ordinary dividends paid

Distribution to Additional Tier 1 issue
holders

Payment for repurchase of shares

Issue of debt securities

Issue of loan capital

Capital element of lease rentals paid
Interest element of lease rentals paid
Redemption of debt securities issued
Redemption of loan capital

Redemption of additional equity instruments
Interest paid on debt securities issued

Interest paid on loan capital

NET CASH USED IN FINANCING ACTIVITIES

NET (DECREASE)/INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT 18T
JANUARY

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT 31ST
DECEMBER

Cash flows from operating activities included:
Interest received
Interest paid

Dividend received

The notes on pages 189 to 369 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS RA%&3EMEE

1. PRINCIPAL ACTIVITIES FE¥7%

The Bank and its subsidiaries (the “Group”) are engaged in the provision
of banking and related financial services.

2. SIGNIFICANT ACCOUNTING POLICIES et

(a)

Statement of Compliance

These financial statements have been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards (“HKFRS”),
which collective term includes all applicable individual HKFRS, Hong
Kong Accounting Standards (“HKAS”) and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the
requirements of Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of the Listing
Rules. A summary of the significant accounting policies adopted by
the Group is set out below.

The HKICPA has issued a number of amendments to HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. Note 3 provides information on any
changes in accounting policies resulting from initial application of
these developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these
financial statements.

Basis of Preparation of the Financial Statements

The consolidated financial statements for the year ended 31%
December, 2022 comprise the Group and the Group’s interest in
associates and joint ventures.

The measurement basis used in the preparation of the financial
statements is historical cost except that the following assets and
liabilities are stated at their fair value as explained in the accounting
policies set out below:

- financial instruments classified as trading, designated or
mandatorily measured at fair value through profit or loss and
measured at fair value through other comprehensive income
(Note 2(h)(ii));

- derivative financial instruments (Notes 2(1) and 2(k)); and
- investment properties (Note 2(o)(ii)).

The preparation of financial statements in conformity with HKFRS
requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on historical
experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets and
liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

(b)
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The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods if
the revision affects both current and future periods.

Details of judgements made by management in the application of
HKFRS that have significant effect on the financial statements and
major sources of estimation uncertainty are discussed in Note 52.

Basis of Consolidation (c)

These consolidated financial statements cover the consolidated
position of the Bank and all subsidiaries unless otherwise stated and
the Group’s interest in associates and joint ventures. For information
required to be reported in accordance with the Banking
(Disclosures) Rules, the basis of consolidation is set out in Note 1 in
the Unaudited Supplementary Financial Information.

(i) Subsidiaries and non-controlling interests

The consolidated financial statements include the financial
statements of the Bank and all its subsidiaries made up to 31
December each year. Subsidiaries are entities controlled by the
Group. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power over
the entity. When assessing whether the Group has power, only
substantive rights (held by the Group and other parties) are
considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated in
full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to the
extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the Bank, and in respect
of which the Group has not agreed any additional terms with
the holders of those interests which would result in the Group
as a whole having a contractual obligation in respect of those
interests that meets the definition of a financial liability. For
each business combination, the Group can elect to measure
any non-controlling interests either at fair value or at the non-
controlling interests’ proportionate share of the subsidiary’s net
identifiable assets.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to equity shareholders of the Bank. Non-
controlling interests in the results of the Group are presented
on the face of the consolidated income statement and the
consolidated statement of comprehensive income as an
allocation of the net profit and total comprehensive income for
the year between non-controlling interests and equity
shareholders of the Bank.
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(it)

Changes in the Group’s interests in a subsidiary that do not
result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts of
controlling and non-controlling interests within consolidated
equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is
recognised.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with a
resulting gain or loss being recognised in profit or loss. Any
interest retained in that former subsidiary at the date when
control is lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a financial
asset (Note 2(h)) or, when appropriate, the cost on initial
recognition of an investment in an associate and joint venture
(Note 2(c)(ii)), and is offset against the gain or loss on the loss
of control of that subsidiary.

In the Bank’s statement of financial position, its investments in
subsidiaries are stated at cost less any impairment losses, if
any (Note 2(r)).

Associates and joint ventures

The consolidated financial statements include the attributable
share of the results and reserves of associates and joint
ventures based on financial statements prepared at dates not
earlier than three months prior to 31 December each year.

An associate is a company in which the Group or the Bank has
significant influence, but not control or joint control, over its
management, including participation in the financial and
operating policy decisions.

A joint venture is an arrangement whereby the Group or the
Bank and other parties contractually agree to share control of
the arrangement, and have rights to the net assets of the
arrangement.

(it)
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Investments in associates and joint ventures are accounted for
in the consolidated financial statements under the equity
method, unless they are classified as held for sale (or included
in a disposal group that is classified as held for sale) (Note
2(ad)). Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the Group’s share
of the acquisition-date fair values of the associate or joint
venture’s identifiable net assets over the cost of the investment
(if any). Thereafter, the investment is adjusted for the post
acquisition change in the Group’s share of the investee’s net
assets and any impairment loss relating to the investment (Note
2(q) and 2(r)). Any excess of fair values of the investees’ net
identifiable assets over the cost of investment upon acquisition,
the Group’s share of the post-acquisition, post-tax results of the
investees and any impairment losses for the year are
recognised in the consolidated income statement, whereas the
Group’s share of the post-acquisition post-tax items of the
investees’ other comprehensive income is recognised in the
consolidated statement of comprehensive income. Any
dividend income received from associates and joint ventures
reduces the carrying values of the investments in associates
and joint ventures, respectively.

When the Group’s share of losses exceeds its interest in an
associate or a joint venture, the Group’s interest is reduced to
nil and recognition of further losses is discontinued except to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the investee. For
these purposes, the Group’s interest in the associate or the
joint venture is the carrying amount of the investment under the
equity method together with the Group’s long-term interests
that in substance form part of the Group’s net investment in the
associate or the joint venture.

Unrealised profits and losses resulting from transactions
between the Group and its associates and joint ventures are
eliminated to the extent of the Group’s interest in the investee,
except when unrealised losses provide evidence of an
impairment of the asset transferred, in which case they are
recognised immediately in profit or loss.

When the Group ceases to have significant influence over an
associate or joint control over a joint venture, it is accounted for
as a disposal of the entire interest in that investee, with a
resulting gain or loss being recognised in profit or loss. Any
interest retained in that former investee at the date when
significant influence or joint control is lost is recognised at fair
value and this amount is regarded as the fair value on initial
recognition of a financial asset (Note 2(h)).

The Bank accounts for the results of associates and joint
ventures to the extent of dividends received. Investments in
associates and joint ventures are stated in the Bank's
statement of financial position at cost less any impairment
losses (Note 2(r)).
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(d)

Translation of Foreign Currencies

Foreign currencies transactions during the year are translated into
Hong Kong dollars at the rates of exchange ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign
currencies are translated into Hong Kong dollars at the rates of
exchange ruling at the end of the reporting period. Exchange gains
and losses are recognised in the income statement.

Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated into Hong Kong
dollars using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated using the
foreign exchange rates ruling at the dates the fair value was
determined.

Exchange differences relating to investments at fair value through
profit or loss (“FVTPL”) and derivative financial instruments are
included in gains less losses from trading securities or financial
instruments at fair value through profit or loss. All other exchange
differences relating to monetary items are presented as gains less
losses from dealing in foreign currencies in the income statement.
Differences arising from translation of equity investments for which
an election has been made to present subsequent changes in fair
value in other comprehensive income are recognised in other
comprehensive income and accumulated separately in equity.

The results of foreign operations are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. ltems in the statement
of financial position, including goodwill arising on consolidation of
foreign operations acquired on or after 1% January, 2005, are
translated into Hong Kong dollars at the foreign exchange rates
ruling at the end of the reporting period. The resulting exchange
differences are recognised directly in other comprehensive income
and accumulated separately in equity in the exchange reserve.
Goodwill arising on consolidation of a foreign operation acquired
before 1% January, 2005 is translated at the foreign exchange rate
that applied at the date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the
exchange differences relating to that foreign operation is reclassified
from equity to the income statement when the profit or loss on
disposal is recognised.

Interest
Effective interest rate

Interest income for financial assets measured at FVOCI or
amortised cost, and interest expense on financial liabilities
measured at amortised cost is recognised in the income statement
using the effective interest method.

The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the
financial instrument to the gross carrying amount of the financial
asset or the amortised cost of the financial liability.
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When calculating the effective interest rate for financial instruments
other than credit-impaired assets, the Group estimates future cash
flows considering all contractual terms of the financial instrument but
not expected credit losses. For financial assets that were purchased
or originated as credit-impaired on initial recognition, a credit-
adjusted effective interest rate is calculated using estimated future
cash flows including expected credit losses (i.e. no expected credit
loss provision is required at initial recognition).

The calculation of the effective interest rate includes transaction
costs and fees and points paid or received that are an integral part
of the effective interest rate. The transaction costs include
incremental costs that are directly attributable to the acquisition or
issue of a financial asset or financial liability.

The Group adopts Interest Rate Benchmark Reform — Phase 2
Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and
HKFRS 16 (the “Phase 2 amendments”), which allows a practical
expedient for changes to the basis for determining contractual cash
flows to be treated as changes to a floating rate of interest, provided
certain conditions are met. The conditions include that the change is
necessary as a direct consequence of interest rate benchmark
reform and that the transition takes place on an economically
equivalent basis.

Amortised cost and gross carrying amount

The “amortised cost” of a financial asset or financial liability is the
amount at which the financial asset or financial liability is measured
on initial recognition minus the principal repayments, plus or minus
the cumulative amortisation using the effective interest method of
any difference between that initial amount and the maturity amount
and, for financial assets, adjusted for any expected credit loss
allowance.

The “gross carrying amount of a financial asset” is the amortised
cost of a financial asset before adjusting for any expected credit loss
allowance.

Calculation of interest income and expense

In calculating interest income and expense, the effective interest
rate is applied to the gross carrying amount of the asset (when the
asset is not credit-impaired) or to the amortised cost of the liability.

However, for financial assets that have become credit-impaired
subsequent to initial recognition, interest income is calculated by
applying the effective interest rate to the amortised cost of the
financial asset. If the asset is no longer credit-impaired, then the
calculation of interest income reverts to the gross basis.

For financial assets that were purchased or originated as credit-
impaired on initial recognition, interest income is calculated by
applying the credit-adjusted effective interest rate to the amortised
cost of the asset. The calculation of interest income does not revert
to a gross basis, even if the credit risk of the asset improves.

For information on when financial assets are credit-impaired, please
refer to Note 2(h)(vii).
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Fees and Commission

Fees and commission income and expense that are integral to the
effective interest rate on a financial asset or financial liability are
included in the effective interest rate calculation (Note 2(e)). Other
fee and commission income is recognised in the income statement
when the corresponding service is provided.

Origination or commitment fees received/paid by the Group which
result in the creation or acquisition of a financial asset are deferred
and recognised as an adjustment to the effective interest rate. If it is
uncertain that a loan commitment will result in draw-down of a loan,
then the related loan commitment fee is recognised as revenue on
a straight-line basis over the commitment period.

Other fee and commission expenses relate mainly to transaction
and service fees, which are expensed when the services are
received.

Other Revenue Recognition

Other revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that economic
benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised in the
income statement as follows:

(i) Net income from financial instruments at fair value through
profit or loss and net trading income

Net income from financial instruments designated as at FVTPL,
net income from non-trading financial assets mandatorily
measured at FVTPL and net trading income comprises all
gains and losses from changes in fair value (net of accrued
coupon) of such financial assets and financial liabilities,
together with foreign exchange differences and dividend
income attributable to these financial instruments. Coupon
interest from these financial assets and financial liabilities
measured at FVTPL is accrued and presented as interest
income or interest expense.

(ii) Finance income from finance leases

Finance income implicit in finance leases is recognised as
interest income over the period of the lease so as to produce
an approximately constant periodic rate of return of the
outstanding net investment in the leases for each accounting
period.

(iii) Rental income from operating leases

Rental income received under operating leases is recognised
as other operating income in equal instalments over the periods
covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived
from the leased asset. Lease incentives granted are
recognised in the income statement as an integral part of the
aggregate net lease payments receivable. Contingent rentals
receivable are recognised as income in the accounting period
in which they are earned.

Page 195

2 R

ARFEREET L (FaE2(e) ) /LI Rl i Je <
S P RCR ORI A 4H B o BT IR 2 R st A
BT o FAtIRES R s AR A B IR S PR (L0
fERe e R 2 -

DRI A £ (5] o fe B A <zl 4 7 1T 2 2 2 BRI T B
MR BB 52 R T R e 58 R 7 SO 3R 2 o
5 o AIRHEE B (B AN o AR RIS RIS F i
AR LU ESOESIEUA -

FoAh R 8 R S E R A5 B IR 8 A
TSP S -

FA AR

AU A FZ U EER B A THEEEE - 3%
OB 53 A TRER M A B R g AR S (41
) B St R0 - FEWRS R RS AR T A
T

() BRSPS EE SR T RAVFIA R
FRHWA

FEE Ry i i s DU A PR (B e T A5
WA - sz R s DU PEE 2 IER
o VR A B ROF A A A LS P Rl
EXREMEEZ A HEEESEEEE R
FRIESTFIE) » DURIEREN Z S TAM
VE SO AR EH B B o FHRZ SR R s DU
ORISR 7 s A R AV S SR
FEFIEFEUAZHE S H -

(i)  FEHERA

Rl B R S U AL B R R A S
WA > DL E gt R e F A &
B AR -

(iii) CEHEHSWA

FRIEA B A AR LAY # B R B A AL
MzaAvfist » RGBS 2 S A% H
3 ek 25 A9 6 51 D S5 4 A e 0 s A i
A o BCETH B AT R B RS e S e A
P R P WG ARV RS 0y - SR
FH B AREZ AR &= R S EUA -



(iv) Dividend income

v)

Dividend income from unlisted investments is recognised when
the shareholder’s right to receive payment is established
unconditionally. Dividend income from listed investments is
recognised when the share price of the investment is quoted
ex-dividend.

Net insurance profit

The Group’s operating income from its insurance business is
presented as net insurance profit in the consolidated income
statement. The Group follows the relevant accounting policies
for the recognition of such operating income. Gross insurance
premium income represents gross premiums received and
receivable in respect of long-term and general insurance
business, net of discounts and returns. Details of net insurance
profit are set out in Note 12.

(h) Financial Instruments

(U]

Initial recognition

The Group initially recognises financial assets and financial
liabilities on the date it becomes a party to the contractual
provisions of the instrument. A regular way purchase or sale of
financial assets at FVTPL, investment securities classified as
measured at amortised cost or at fair value through other
comprehensive income (“FVOCI”), derivative transactions or
debts issued are recognised using trade date accounting. Other
financial assets and financial liabilities are recognised using
settlement date accounting.

Financial instruments are measured initially at fair value, which
normally will be equal to the transaction price plus, in case of a
financial asset or financial liability not measured at FVTPL,
transaction costs that are directly attributable to the acquisition
of the financial asset or issue of the financial liability.
Transaction costs on financial assets and financial liabilities
measured at FVTPL are expensed immediately.

Any gains and losses of the financial assets or financial liabilities
measured at fair value are recorded from the date of initial
recognition.

Accrued contractual interests from financial assets and liabilities
are presented as accrued interest receivables and payables
separately in the financial statements.

(iv)

(h)
(B
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(ii) Classification

Financial assets and liabilities
Financial assets

On initial recognition, a financial asset is classified as measured
at: amortised cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both
of the following conditions and is not designated as at FVTPL:

e the assetis held within a business model whose objective is
to hold assets to collect contractual cash flows; and

e the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of
the following conditions and is not designated as at FVTPL:

e the assetis held within a business model whose objective is
achieved by both collecting contractual cash flows and
selling financial assets; and

e the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for
trading, the Group may irrevocably elect to present subsequent
changes in fair value in other comprehensive income — (Note
2(n)). This election is made on an investment-by-investment
basis.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition, the Group may irrevocably
designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI as
at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

(i)
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Business model assessment

The Group makes an assessment of the objective of a business
model in which an asset is held at a portfolio level because this
best reflects the way the business is managed and information
is provided to management. The information considered
includes:

o the stated policies and objectives for the portfolio and the
operation of those policies in practice. In particular, whether
management’s strategy focuses on earning contractual
interest revenue, maintaining a particular interest rate
profile, matching the duration of the financial assets to the
duration of the liabilities that are funding those assets or
realising cash flows through the sale of the assets;

e how the performance of the portfolio is evaluated and
reported to the Group’s management;

o the risks that affect the performance of the business model
(and the financial assets held within that business model)
and how those risks are managed;

e how managers of the business are compensated — e.g.
whether compensation is based on the fair value of the
assets managed or the contractual cash flows collected; and

« the frequency, volume and timing of sales in prior periods,
the reasons for such sales and its expectations about future
sales activity. However, information about sales activity is
not considered in isolation, but as part of an overall
assessment of how the Group’s stated objective for
managing the financial assets is achieved and how cash
flows are realised.

Financial assets that are held for trading or managed and whose
performance is evaluated on a fair value basis are measured at
FVTPL because they are neither held to collect contractual cash
flows nor held both to collect contractual cash flows and to sell
financial assets.

Assessment whether contractual cash flows are solely
payments of principal and interest

For the purposes of this assessment, “principal” is defined as
the fair value of the financial asset on initial recognition.
“Interest” is defined as consideration for the time value of money
and for the credit risk associated with the principal amount
outstanding during a particular period of time and for other basic
lending risks and costs (e.g. liquidity risk and administrative
costs), as well as profit margin.
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In assessing whether the contractual cash flows are solely
payments of principal and interest, the Group considers the
contractual terms of the instrument. This includes assessing
whether the financial asset contains a contractual term that
could change the timing or amount of contractual cash flows
such that it would not meet this condition. In making the
assessment, the Group considers:

e contingent events that would change the amount and timing
of cash flows;

e leverage features;
e prepayment and extension terms;

e terms that limit the Group’s claim to cash flows from
specified assets (e.g. non-recourse asset arrangements);
and

e features that modify consideration of the time value of
money (e.g. periodic reset of interest rates).

Reclassifications

Financial assets are not reclassified subsequent to their initial
recognition, except in the period after the Group changes its
business model for managing financial assets. When (and only
when) the Group changes its business model for managing
financial assets, it reclassifies all affected financial assets in
accordance with the new business model. The reclassification
should be applied prospectively from the “reclassification date”,
which is defined as, “the first day of the first reporting period
following the change in business model that results in
reclassifying financial assets”. Accordingly, any previously
recognised gains, losses or interest will not be restated.

If a financial asset is reclassified out of the amortised cost
measurement category and into the FVTPL or FVOCI
measurement category, its fair value is measured at the
reclassification date. Any gain or loss arising from a difference
between the previous amortised cost of the financial asset and
fair value is recognised in profit or loss (if reclassification as
FVTPL measurement category) or is recognised in other
comprehensive income (if reclassification as FVOCI
measurement category).

If a financial asset is reclassified out of the FVOCI measurement
category and into the amortised cost measurement category,
the financial asset is reclassified at its fair value at the
reclassification date. However, the cumulative gain or loss
previously recognised in other comprehensive income is
removed from equity and adjusted against the fair value of the
financial asset at the reclassification date. As a result, the
financial asset is measured at the reclassification date as if it
had always been measured at amortised cost.
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If a financial asset is reclassified out of the FVOCI measurement
category and into the FVTPL measurement category, the
financial asset continues to be measured at fair value. The
cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to profit or
loss as a reclassification adjustment at the reclassification date.

If a financial asset is reclassified out of the FVTPL measurement
category and into the amortised cost measurement category, its
fair value at the reclassification date becomes its new gross
carrying amount.

If an entity reclassifies a financial asset out of the FVTPL
measurement category and into the FVOCI measurement
category, the financial asset continues to be measured at fair
value and subsequent changes in fair value will be recognised
in other comprehensive income.

Financial liabilities

The Group classifies its financial liabilities, other than financial
guarantees and loan commitments, as measured at amortised
cost or FVTPL.

The Group may, at initial recognition, irrevocably designate a
financial liability as at FVTPL in either of the following
circumstances:

(i) When doing so results in more relevant information
because either:

e a group of liabilities or a group of financial assets and
liabilities is managed and its performance is evaluated
and reported internally on a fair value basis; or

e the designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise from measuring assets or liabilities or
recognising the gains and losses on them on different
bases.

(ii) If a liability contract contains one or more embedded
derivatives unless the embedded derivative(s) does not
significantly modify the cash flows that would otherwise be
required by the contract or if it is obvious that separation of
the embedded derivative(s) is prohibited.
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(iii) Fair value measurement principles

The fair value of financial instruments is based on their quoted
market prices, where available, at the end of the reporting period
without any deduction for estimated future selling costs.

If there is no publicly available latest traded price nor a quoted
market price on a recognised stock exchange or a price from a
broker/dealer for non-exchange-traded financial instruments or
if the market for it is not active, the fair value of the instrument is
estimated using valuation techniques that provide a reliable
estimate of prices which could be obtained in actual market
transactions.

Where discounted cash flow techniques are used, estimated
future cash flows are based on management’s best estimates
and the discount rate used is a market rate at the end of the
reporting period applicable for an instrument with similar terms
and conditions. Where other pricing models are used, inputs
are based on market data at the end of the reporting period.

(iv) Derecognition

v)

The Group derecognises a financial asset when the contractual
rights to receive the cash flows from the financial asset expire,
or where the financial asset, together with substantially all the
risks and rewards of ownership, has been transferred, or in
which the Group neither transfers nor retains substantially all of
the risks and rewards of ownership and it does not retain control
of the financial asset.

On derecognition of a financial asset, the difference between the
carrying amount of the asset (or the carrying amount allocated
to the portion of the asset derecognised) and the sum of (i) the
consideration received (including any new asset obtained less
any new liability assumed) and (ii) any cumulative gain or loss
that had been recognised in other comprehensive income is
recognised in the income statement. Any cumulative gain/loss
recognised in other comprehensive income in respect of equity
investment securities designated as at FVOCI is not recognised
in the income statement on derecognition of such securities, as
explained in (Note 2(n)).

A financial liability is derecognised when the obligation specified
in the contract is discharged, cancelled or expires.

The Group uses the weighted average or first-in first-out
method, where appropriate, to determine realised gains and
losses to be recognised in the income statement on
derecognition.

Modifications of financial assets and financial liabilities

If the terms of a financial asset are modified, the Group
evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially
different, then the contractual rights to cash flows from the
original financial asset are deemed to have expired. In this case,
the original financial asset is derecognised (Note 2(h)(iv)) and a
new financial asset is recognised at fair value.

(iii)
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(vi)

If the cash flows of the modified asset carried at amortised cost
are not substantially different, then the modification does not
result in derecognition of the financial asset. In this case, the
Group recalculates the gross carrying amount of the financial
asset and recognises the amount arising from adjusting the
gross carrying amount as a modification gain or loss in the
income statement. If such a modification is carried out because
of financial difficulties of the borrower (Note 2(h)(vii)), then the
gain or loss is presented together with impairment losses. In
other cases, it is presented as interest income.

The Group derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are
substantially different. In this case, a new financial liability based
on the modified terms is recognised at fair value. The difference
between the carrying amount of the financial liability
extinguished and the new financial liability with modified terms
is recognised in the income statement.

In the context of interest rate benchmark reform, the Group’s
assessment of whether a change to an amortised cost financial
instrument is substantial is made after applying the practical
expedient introduced by the Phase 2 amendments. This
requires the transition from an interbank offered rate to a new
alternative benchmark rate to be treated as a change to a
floating interest rate as described in (Note 2(e)) above.

The Group updates the effective interest rate of the financial
asset or financial liability to reflect the change that is required by
the interest rate benchmark reform if the basis for determining
the contractual cash flows of a financial asset or financial liability
measured at amortised cost changes as a result of the reform.
A change in the basis for determining the contractual cash flows
is required by interest rate benchmark reform if the following
conditions are met:

e the change is necessary as a direct consequence of the
reform; and

e the new basis for determining the contractual cash flows is
economically equivalent to the previous basis, i.e. the basis
immediately before the change.

If changes are made to a financial asset or financial liability in
addition to changes to the basis for determining the contractual
cash flows required by interest rate benchmark reform, then the
Group first updates the effective interest rate of the financial
asset or financial liability to reflect the change that is required by
interest rate benchmark reform. Subsequently, the Group
applies the policies on accounting for modifications set out
above to the additional changes.

Offsetting

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position only
where there is a legally enforceable right to set off the
recognised amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability
simultaneously.

(vi)

Page 202

MRS AT RVE BT EEZ R e
WEEARFER - HIZEST A E4R LR % 2Rl
B - ALEEEN T AEEEE R SR
HEER B ARER - M e B (B A AP
E R AT W R RS ST iEE - LR H
T (SRR B A 755 TR e T AR AT R 5 (I &
2(h)(vii)) > R E R ELRE R — HFT I -
FEEMER T - TR B AEUA -

EEVRTHHE R BT 2 SRl & EHE &
MEAEANE - ARG HSME
{5 o AT T B EEURRRK R A B
BEEHE A HEEER - SRR R
EL SRR AT <5 Rl B (R MR T (E A2 B S A2 UK

MBS ZIEET&5T > AEEE RS e
STHYEB IR IE A RS T B AT B &
Bl TR T E ) - SRR U
GBS IR g VRS DRSS < NG 1PN li)
2 (e) Frif) -

7 B I < B R R (Y SR
DURZ B PRI 2R AR R 2 1 B 7 S A T B
Y < A B R R (2 S AU S EpfE
Bl o AR BOR M E B4V &
TREIEBEMHATT & PA BRI ©

o ZEBEAE AR PR VS
FA

o JUNHEE EEUIR SR AV AR LR B
FEIP AR (HIEHRIIELE) -

ARG R A B R S A G S A AL B 5%
AEBRF RS E TR AN S S - HIIA SR E
SR S R B R (R RO
DU AR R SO R A ) - BT - ARER
E ) 2L S TR Gt B R #R o) -

I

A HEE REF IR SR B W R 1 DO ARSS
R SRERE T A ELUSERAM - SREEN
BRSNS > AR RA LR
FIR ©



(vii)

Impairment

The Group recognises loss allowances for expected credit
losses (“ECL”) on the following financial instruments that are
not measured at FVTPL:

e financial assets that are debt instruments;

e |ease receivables;

e financial guarantee contracts issued;

e |oan commitments issued; and

e contract assets

No impairment loss is recognised on equity investments.

The Group measures loss allowances for 12-month or lifetime
ECL using a 3-stage approach as follows:-
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12-month ECL is the portion of ECL that result from default
events on a financial instrument that are possible within the
12 months after the reporting date.

The mapping between the Group’s Stage Allocation and the
HKMA'’s 5-Grade Asset Classification is as follows:-
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The criterion of “significant increase of credit risk” takes into
consideration of any one of the following key factors:-

1. The exposure has a significant deterioration of internal or
external rating as compared with the rating at the time
when the exposure was originated,;

2. The exposure is classified as Special Mention;

3. The rating of the exposure falls out of the “Low-Credit
Risk Threshold” that is equivalent to the globally
understood definition of “investment grade”; or

4. Other events and indications that the credit risk of the
exposure has significantly increased since origination or
purchase.

Measurement of ECL

ECL are a probability-weighted estimate of credit losses under
different economic scenarios. They are measured as:

Exposure at Default x Probability of Default x Loss
Given Default

Credit-impaired (non-performing) financial assets

At each reporting date, the Group assesses whether financial
assets carried at amortised cost and debt financial assets
carried at FVOCI are credit-impaired. A financial asset is
“credit-impaired” when one or more events that have a
detrimental impact on the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is credit-impaired includes but
not limited to the following observable data:

¢ significant financial difficulty of the borrower or issuer;
e abreach of contract such as a default or past due event;

e the restructuring of a loan or advance by the Group on
terms that the Group would not consider otherwise;

e it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

e the disappearance of an active market for a security
because of financial difficulties.

A loan that has been renegotiated due to a deterioration in the
borrower’s condition is usually considered to be credit-
impaired unless there is evidence that the risk of not receiving
contractual cash flows has reduced significantly and there are
no other indicators of impairment. In addition, a loan that is
overdue for 90 days or more is considered impaired.
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Presentation of allowance for ECL in the statement of financial
position

Loss allowances for ECL are presented in the statement of
financial position as follows:

e financial assets measured at amortised cost: as a
deduction from the gross carrying amount of the assets;

e loan commitments and financial guarantee contracts:
generally, as a provision on the liabilities side; and

e debt instruments measured at FVOCI: no loss allowance
is presented in the statement of financial position because
the carrying amount of these assets is their fair value,
inclusive of any ECL. However, the loss allowance is
disclosed separately.

Write-off

Loans and debt securities are written off (either partially or in
full) when there is no realistic prospect of recovery. This is
generally the case when the Group determines that the
borrower does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to
the write-off. However, financial assets that are written off
could still be subject to enforcement activities in order to
comply with the Group’s procedures for recovery of amounts
due.

Trading Assets and Liabilities

Trading assets and liabilities are those assets and liabilities which
are acquired or incurred principally for the purpose of selling or
repurchasing them in the near term, or are part of a portfolio of
identified financial instruments that are managed together and for
which there is evidence of a recent actual pattern of short-term
profit-taking. Trading assets and liabilities are initially recognised
and subsequently measured at FVTPL.

Contract Assets and Liabilities

When revenue is recognised by transferring goods or services to a
customer before the consideration is received or before payment is
due, the Group presents the amount of revenue as a contract asset,
excluding any amounts presented as a receivable. A contract asset
is recognised in statement of financial position when there is a right
to consideration that is conditional on factors other than the passage
of time. The contract asset is transferred to receivables when the
right to consideration becomes unconditional. Impairment of a
contract asset is measured on the same basis as a financial asset
as (Note 2(h)(vii)) above. The Group includes the contract assets in
“Others” under “Other assets” in the statement of financial position.

A contract liability is recognised when a customer pays non-
refundable consideration or when the Group has a right to an
amount of non-refundable consideration that is unconditional,
before the Group transfers a good or service to the customer. The
Group includes the contract liabilities in “Others” under “Other
liabilities” in the statement of financial position.
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As a practical expedient, the Group does not adjust the promised
amount of consideration for the effects of a significant financing
component if the Group expects, at contract inception, that the
period between when the entity transfers a promised good or
service to a customer and when the customer pays for that good or
service will be one year or less. The Group may recognise the
incremental costs of obtaining a contract as an expense when
incurred if the amortisation period of the asset that the Group
otherwise would have recognised is one year or less.

Hedging (k)

Hedge accounting recognises the offsetting effects on the income
statement of changes in the fair values of the hedging instrument
and the hedged item. The Group assesses and documents
whether the financial instruments that are used in hedging
transactions are highly effective in offsetting changes in fair values
or cash flows of hedged items attributable to the hedged risks both
at hedge inception and on an ongoing basis. The Group
discontinues prospectively hedge accounting when (i) the hedging
instrument expires or is sold, terminated or exercised; (ii) the hedge
no longer meets the criteria for hedge accounting; or (iii) the Group
revokes the designation.

(i) Cash flow hedges

Where a derivative financial instrument is designated as a
hedge of the variability in cash flows of a recognised asset or
liability, or a highly probable forecast transaction, or the foreign
currency risk of a committed future transaction, the effective
part of any gain or loss on remeasurement of the derivative
financial instrument to fair value is recognised in other
comprehensive income and accumulated separately in equity
in the hedging reserve. The ineffective portion of any gain or
loss is recognised immediately in the income statement.

If the hedge of a forecast transaction subsequently results in
the recognition of a non-financial asset or non-financial liability,
the associated gain or loss is reclassified from equity to be
included in the initial cost or other carrying amount of the non-
financial asset or liability. If a hedge of a forecast transaction
subsequently results in the recognition of a financial asset or a
financial liability, the associated gain or loss is reclassified from
equity to the income statement in the same period or periods
during which the asset acquired or liability assumed affects the
income statement (such as when interest income or expense is
recognised).

For cash flow hedges, other than those covered by the
preceding two policy statements, the associated gain or loss is
reclassified from equity to the income statement in the same
period or periods during which the hedged forecast transaction
affects the income statement. When a hedging instrument
expires or is sold, terminated or exercised, or the Group
revokes designation of the hedge relationship but the hedged
forecast transaction is still expected to occur, the cumulative
gain or loss at that point remains in equity until the transaction
occurs and is recognised in accordance with the above policy.
If the hedged transaction is no longer expected to take place,
the cumulative unrealised gain or loss is reclassified from
equity to the income statement immediately.
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(ii)

(iii)

(iv)

Fair value hedges

A fair value hedge seeks to offset risks of changes in the fair
value of recognised asset or liability that will give rise to a gain
or loss being recognised in the income statement.

The hedging instrument is measured at fair value, with fair
value changes recognised in the income statement. The
carrying amount of the hedged item is adjusted by the amount
of the changes in fair value of hedging instrument attributable
to the risk being hedged. This adjustment is recognised in the
income statement to offset the effect of the gain or loss on the
hedging instrument.

When a hedging instrument expires or is sold, terminated or
exercised, the hedge no longer meets the criteria for hedge
accounting, or the Group revokes designation of the hedge
relationship, any adjustment up to that point, to a hedged item
for which the effective interest method is used, is amortised to
the income statement as part of the recalculated effective
interest rate of the item over its remaining life.

Hedge effectiveness testing

In order to qualify for hedge accounting, the Group carries out
prospective effectiveness testing to demonstrate that it expects
the hedge to be highly effective at the inception of the hedge
and throughout its life. Actual effectiveness (retrospective
effectiveness) is also demonstrated on an ongoing basis.

The documentation of each hedging relationship sets out how
the effectiveness of the hedge is assessed. The method
which the Group adopts for assessing hedge effectiveness will
depend on its risk management strategy.

For fair value hedge relationships, the Group utilises the
cumulative dollar offset method or regression analysis as
effectiveness testing methodologies. For cash flow hedge
relationship, the Group utilises the change in variable cash flow
method or the cumulative dollar offset method using the
hypothetical derivative approach.

For prospective effectiveness, the hedging instrument must be
expected to be highly effective in achieving offsetting changes
in fair value or cash flows attributable to the hedged risk during
the period for which the hedge is designated. For actual
effectiveness, the changes in fair value or cash flows must
offset each other in the range of 80 per cent to 125 per cent for
the hedge to be deemed effective.

Specific policies for hedges affected by interest rate benchmark
reform

The Group applies Interest Rate Benchmark Reform:
Amendments to HKFRS 9, HKAS 39 and HKFRS 7 (the “Phase
1 amendments”) reliefs to hedging relationships directly
affected by interest rate benchmark reform during the period
before the replacement of an existing interest rate benchmark
with a new alternative benchmark rate.

(it)

(iif)

(iv)
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The reliefs cease to apply once certain conditions are met.
These include when the uncertainty arising from interest rate
benchmark reform is no longer present with respect to the
timing and amount of the benchmark-based cash flows of the
hedged item when the hedging relationship is discontinued or
once amounts in the cash flow hedge reserve have been
released.

The Group also applies the Phase 2 amendments, which
provides temporary reliefs that allow the Group’s hedging
relationships to continue upon the replacement of an existing
interest rate benchmark with a new alternative benchmark rate.

(i) The Phase 1 amendments

The Phase 1 amendments modify specific hedge
accounting requirements to provide relief from potential
effects of the uncertainties caused by interest rate
benchmark reform so that entities applying those hedge
accounting requirements assume that the interest rate
benchmark on which the hedged cash flows and cash
flows of the hedging instrument are based is not altered
as a result of interest rate benchmark reform. These
amendments replace the need for specific judgements to
determine whether certain hedge accounting relationships
that hedge the variability of cash flows or interest rate risk
exposures for periods after the interest rate benchmarks
are expected to be reformed or replaced continue to
qualify for hedge accounting.

(ii) The Phase 2 amendments

The Phase 2 amendments provide a series of temporary
exemptions from certain hedge accounting requirements
when a change required by interest rate benchmark
reform occurs to a hedged item and/or hedging instrument
that permit the hedging relationship to be continued
without interruption. The Group applies the following relief
as and when uncertainty arising from interest rate
benchmark reform is no longer present with respect to the
timing and the amount of the interest rate benchmark-
based cash flows of the hedged item or hedging
instrument:

e the Group amends the designation of a hedging
relationship to reflect changes that are required by the
reform without discontinuing the hedging relationship;
and

e when a hedged item in a cash flow hedge is amended
to reflect the changes that are required by the reform,
the amount accumulated in the cash flow hedge
reserve is deemed to be based on the alternative
benchmark rate on which the hedged future cash
flows are determined.

While uncertainty persists in the timing or amount of the
interest rate benchmark-based cash flows of the hedged
item or hedging instrument, the Group continues to apply
the existing accounting policies.
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(U]

Derivatives

Derivatives are recognised initially and are subsequently
remeasured, at fair value. Derivatives are classified as assets when
their fair value is positive or as liabilities when their fair value is
negative, this includes embedded derivatives which are bifurcated
from the host contract, when they meet the definition of a derivative
on a standalone basis.

Derivatives may be embedded in another contractual arrangement
(a host contract). The Group accounts for an embedded derivative
separately from the host contract when:

e the host contract is not an asset in the scope of HKFRS 9;

e the host contract is not itself carried at FVTPL;

e the terms of the embedded derivative would meet the definition
of a derivative if they were contained in a separate contract; and

e the economic characteristics and risks of the embedded
derivative are not closely related to the economic characteristics
and risks of the host contract.

Separated embedded derivatives are measured at fair value, with all
changes in fair value recognised in profit or loss unless they form
part of a qualifying cash flow or net investment hedging relationship.

(m) Loans and Advances

Loans and advances mainly comprise placements with and
advances to banks, trade bills and loans and advances to
customers:

e loans and advances measured at amortised cost (Note 2(h)(ii));
they are initially measured at fair value plus incremental direct
transaction costs, and subsequently at their amortised cost
using the effective interest method,;

e loans and advances mandatorily measured at FVTPL or
designated as at FVTPL (Note 2(h)(ii)); these are measured at
fair value with changes recognised immediately in the income
statement;

e loans and advances measured at FVOCI (Note 2(h)(ii)); and

e finance lease receivables (Note 2(s)).

When the Group purchases a financial asset and simultaneously
enters into an agreement to resell the asset (or a substantially similar
asset) at a fixed price on a future date (reverse repo or stock
borrowing), the arrangement is accounted for as a loan, and the
underlying asset is not recognised in the Group’s financial
statements.

U]

(m)
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(n) Investment Securities

The “investment securities” caption in the statement of financial
position includes:

e debt investment securities measured at amortised cost (Note
2(h)(ii)); these are initially measured at fair value plus
incremental direct transaction costs, and subsequently at their
amortised cost using the effective interest method;

e debt and equity investment securities mandatorily measured at
FVTPL or designated as at FVTPL (Note 2(h)(ii)); these are
measured at fair value with changes recognised immediately in
the income statement;

o debt securities measured at FVOCI (Note 2(h)(ii)); and

e equity investment securities designated at FVOCI (Note 2(h)(ii)).

For debt securities measured at FVOCI, gains and losses are
recognised in other comprehensive income, except for the following,
which are recognised in the income statement in the same manner
as for financial assets measured at amortised cost:

e interest revenue using the effective interest method;
e ECL and reversals; and
o foreign exchange gains and losses.

When a debt security measured at FVOCI is derecognised, the
cumulative gain or loss previously recognised in other
comprehensive income is reclassified from equity to the income
statement.

The Group elects to present changes in the fair value of certain
investments in equity instruments that are not held for trading in
other comprehensive income. The election is made on an
instrument-by-instrument basis on initial recognition and is
irrevocable.

Gains and losses on such equity instruments are never reclassified
to the income statement and no impairment is recognised in the
income statement. Dividends are recognised in the income
statement unless they clearly represent a recovery of part of the cost
of the investment, in which case they are recognised in other
comprehensive income. Cumulative gains and losses recognised in
other comprehensive income are transferred to retained earnings on
disposal of an investment.
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(o) Properties

(i)

(i)

(iii)

Bank premises are stated in the statement of financial position
at cost or at Directors’ valuation as of 1989, by reference to an
independent professional valuation, less accumulated
depreciation and accumulated impairment loss (Note 2(r)).

In 1989, any deficit arising from revaluation was charged to the
income statement, to the extent that it exceeded the amount
held in the bank premises revaluation reserve in respect of that
same asset immediately prior to the revaluation. Any surplus
arising from revaluation was credited to the income statement,
to the extent that a deficit on revaluation in respect of that same
asset had previously been charged to the income statement.

In preparing these financial statements, advantage of the
transitional provisions set out in paragraph 80AA of HKAS 16
“Property, Plant and Equipment” issued by the HKICPA has
been taken, with the effect that bank premises have not been
revalued to fair value at the end of the reporting period.

Investment properties are properties which are held either to
earn rental income, for capital appreciation or for both.
Investment properties are stated at fair value. Investment
properties are valued semi-annually by external independent
valuation companies, having an appropriate recognised
professional qualification and recent experience in the location
and category of property being valued. No allowance has been
made in the valuations for any charges, mortgages or amounts
owing on the properties nor any expenses or taxation which
may be incurred in effecting a sale.

Any gain or loss arising from a change in fair value is
recognised in the income statement. Rental income from
investment property is accounted for as described in Note
2(g)(iii).

When a bank property is transferred to investment property
following a change in its use, any differences arising at the date
of transfer between the carrying amount of the bank property
immediately prior to transfer and its fair value is recognised as
a revaluation of bank premises as described in Note 2(0)(i).

If an investment property becomes owner-occupied, it is
reclassified as bank premises and its fair value at the date of
reclassification becomes its cost for subsequent accounting
purposes.

A property interest under a lease is classified and accounted
for as an investment property when the Group holds it to earn
rentals or for capital appreciation or both. Any such property
interest under a lease classified as an investment property is
carried at fair value. Lease payments are accounted for as
described in Note 2(s).

Profit or loss on disposal of bank premises and investment
properties is determined as the difference between the net
sales proceeds and the carrying amount of the asset and is
recognised in the income statement upon disposal. Any surplus
that is included in the bank premises revaluation reserve
related to the bank premises disposed is transferred to the
general reserve.

(it)

(iii)
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(P)

Amortisation and Depreciation
(i) Bank premises

Freehold land is not amortised. Leasehold land held for own
use under an operating lease, the fair value of which cannot be
measured separately from the fair value of a building situated
thereon at the inception of the lease, is accounted for as being
held under a finance lease. Leasehold land is amortised on a
straight line basis over the remaining term of the lease.
Buildings are depreciated on a straight line basis at rates
calculated to write off the cost or valuation of each building over
its estimated useful life of 50 years or the remaining lease
period of the land on which it is situated, whichever is the
shorter.

Investment properties are not depreciated.
(i) Other fixed assets

Other fixed assets are stated in the statement of financial
position at cost less accumulated depreciation and impairment
losses, which is calculated on a straight line basis to write off
the assets over their estimated useful lives from 4 to 20 years.

Goodwill
Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration transferred,
the amount of any non-controlling interests in the acquiree and
the fair value of the Group’s previously held equity interest in
the acquiree; over

(i) the Group’s interest in the net fair value of the acquiree’s
identifiable assets and liabilities measured as at the acquisition
date.

When (ii) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain purchase.

Goodwill is stated at cost less any accumulated impairment losses.
Goodwill arising on a business combination is allocated to each
cash-generating unit, or groups of cash-generating units, that is
expected to benefit from the synergies of the combination and is
tested annually for impairment (Note 2(r)).

On disposal of a cash-generating unit, any attributable amount of
purchased goodwill is included in the calculation of the profit and
loss on disposal.

Expenditure on internally generated goodwill and brands is
recognised as an expense in the period in which it is incurred.
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(r)

Impairment of Non-Financial Assets

Internal and external sources of information are reviewed at each
end of the reporting period to identify indications that any non-
financial assets may be impaired or, except in the case of goodwill,
an impairment loss previously recognised no longer exists or may
have decreased.

If any such indication exists, the asset's recoverable amount is
estimated. In addition, for goodwill, the recoverable amount is
estimated annually whether or not there is any indication of
impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value
less costs to sell and its value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable amount is
determined for the smallest group of assets that generates cash
inflows independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in the income statement whenever
the carrying amount of an asset, or the cash-generating unit to which
it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the cash-
generating unit (or group of units) and then, to reduce the carrying
amount of the other assets in the unit (or group of units) on a pro
rata basis, except that the carrying value of an asset will not be
reduced below its individual fair value less costs to sell, if
measurable, or value in use, if determinable.

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is
reversed if there has been a favourable change in the estimates
used to determine the recoverable amount. An impairment loss in
respect of goodwill is not reversed.

A reversal of impairment losses is limited to the asset’s carrying
amount that would have been determined had no impairment loss
been recognised in prior years.

Reversals of impairment losses are credited to the income statement
in the year in which the reversals are recognised.
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(s) Leases

At inception of a contract, the Group assesses whether a contract
is, or contains, a lease. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset
for a period of time in exchange for consideration. To assess
whether a contract conveys the right to control the use of an
identified asset, the Group assesses whether:

- the contract involves the use of an identified asset;

- the Group has the right to obtain substantially all of the
economic benefits from use of the asset throughout the period
of use; and

- the Group has the right to direct the use of the asset. The
Group has this right when it has the decision-making rights
that are most relevant to directing how and for what purpose
the asset is used. In cases where the decision about how and
for what purpose the asset is used is predetermined, the
Group has the right to direct the use of the asset if either:

- the Group has the right to operate the asset; or

- the Group designed the asset in a way that
predetermines how and for what purpose it will be used.

This policy is applied to contracts entered into, or changed, on or
after 15t January, 2019.

At inception or on reassessment of a contract that contains a lease
component, the Group allocates the consideration in the contract
to each lease component on the basis of their relative stand-alone
prices.

(i) Asalessee

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

The right-of-use asset is subsequently measured at cost less
any accumulated depreciation and impairment losses (Note
2(r)), and adjusted for certain remeasurements of the lease
liability. When a right-of-use asset meets the definition of
investment property, it is initially measured at cost, and
subsequently at fair value, in accordance with the accounting
policy set out in Note 2(0)(ii).
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The lease liability is initially measured at the present value of
the lease payments that are not paid at the commencement
date, discounted using the interest rate implicit in the lease or,
if that rate cannot be readily determined, the Group’s
incremental borrowing rate. Generally, the Group uses its
incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest
cost on the lease liability and decreased by lease payment
made. Lease payments included in the measurement of the
lease liability comprises the following:

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at the
commencement date;

- amounts expected to be payable under a residual value
guarantee; and

- the exercise price under a purchase option that the
Group is reasonably certain to exercise, lease payments
in an optional renewal period if the Group is reasonably
certain to exercise an extension option, and penalties for
early termination of a lease unless the Group is
reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the
effective interest method. It is remeasured when there is a
change in future lease payments arising from a change in
an index or rate, a change in the Group’s estimate of the
amount expected to be payable under a residual value
guarantee, or as appropriate, changes in the Group’s
assessment of whether a purchase or extension option is
reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of
the right-of-use asset, or is recorded in profit or loss if the
carrying amount of the right-of-use asset has been reduced to
zero.

The lease liability is also remeasured when there is a change
in the scope of a lease or the consideration for a lease that is
not originally provided for in the lease contract (“lease
modification”) and is not accounted for as a separate lease. In
this case the lease liability is remeasured based on the
revised lease payments and lease term using a revised
discount rate at the effective date of the modification. The only
exception is any rent concession which arose as a direct
consequence of the COVID-19 pandemic and satisfied the
conditions set out in paragraph 46B of HKFRS 16 Leases. In
such case, the Group took advantage of the practical
expedient set out in paragraph 46A of HKFRS 16 and
recognised the change in consideration as if it were not a
lease modification. The rent concessions are recognised as a
credit to variable lease expenses in profit or loss.
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(ii)

In the situation that if a lease modification is required by interest
rate benchmark reform, the Phase 2 amendments allow the
Group to use a revised discount rate that reflects the change in
interest rate when remeasuring a lease liability.

The Group has applied judgement to determine the lease term
for some lease contracts that include renewal options in which
it is a lessee. The assessment of whether the Group is
reasonably certain to exercise such options impacts the lease
terms, which significantly affects the amount of lease liabilities
and right-of-use assets recognised.

The Group presents right-of-use assets that do not meet the
definition of investment property in “Fixed assets” (Note 33) and
lease liabilities in “Other liabilities” (Note 37) in the statement of
financial position.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and
lease liabilities for short-term leases that have a lease term of
12 months or less (“short-term leases”) and leases of
underlying assets with an approximate value of HK$0.04 million
or less (“low-value assets”). The Group recognises the lease
payments associated with these leases as an expense on a
straight-line basis over the lease term (Note 14).

As a lessor

When the Group acts as a lessor, it determines at lease
inception whether each lease is a finance lease or an operating
lease.

To classify each lease, the Group makes an overall
assessment of whether the lease transfers substantially all of
the risks and rewards incidental to ownership of the underlying
asset. If this is the case, then the lease is a finance lease; if not,
then it is an operating lease. As part of this assessment, the
Group considers certain indicators such as whether the lease
is for the major part of the economic life of the asset.

If an arrangement contains lease and non-lease components,
the Group applied HKFRS 15 to allocate the consideration in
the contract.

The amounts due from lessees in respect of finance leases are
recorded in the statement of financial position as advances to
customers at the amounts of net investment which represent
the total rentals receivable under finance leases less unearned
income. Revenue arising from finance leases is recognised in
accordance with the Group’s revenue recognition policies, as
set out in Notes 2(g)(ii) and 2(e).

The Group recognises lease payments received under
operating leases as income on a straight-line basis over the
lease period as part of “other operating income”, as set out in
Note 2(g)(iii).
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Repossession of Assets

In the recovery of impaired loans and advances, the Group may take
possession of the collateral assets through court proceedings or
voluntary delivery of possession by the borrowers. In accordance
with the Group’s accounting policy set out in Note 2(h)(vii),
impairment allowances for impaired loans and advances are
maintained after taking into account the net realisable value of the
collateral assets, usually resulting in a partial write-off of the loans
and advances against impairment allowances. Repossessed assets
are reported as assets held for sale under other assets if it is highly
probable that the future economic benefits will flow to the Group,
their carrying amount will be recovered through a sale transaction
rather than through continuing use and the assets are available for
sale in their present condition. Related loans and advances are then
written off.

Repossessed assets are recorded at the lower of the amount of the
related loans and advances and fair value less costs to sell at the
date of exchange. They are not depreciated or amortised.

Impairment losses subsequent to initial classification are recognised
in the income statement.

Income Tax
(i) Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities.  Current tax and
movements in deferred tax assets and liabilities are recognised
in the income statement except to the extent that they relate to
items recognised in other comprehensive income or directly in
equity, in which case the relevant amounts of tax are
recognised in other comprehensive income or directly in equity,
respectively.

(i) Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

(iii)

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that
may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse either
in the same period as the expected reversal of the deductible
temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward.
The same criteria are adopted when determining whether
existing deductible temporary differences support the
recognition of deferred tax assets arising from unused tax
losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.
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(iv)

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill
not deductible for tax purposes, the initial recognition of assets
or liabilities that affect neither accounting nor taxable profit
(provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is probable that they
will reverse in the future.

Where investment properties are carried at their fair value in
accordance with the accounting policy set out in Note 2(o)(ii),
the amount of deferred tax recognised is measured using the
tax rates that would apply on sale of those assets at their
carrying value at the reporting date unless the property is
depreciable and is held within a business model whose
objective is to consume substantially all of the economic
benefits embodied in the property over time, rather than
through sale. In all other cases, the amount of deferred tax
recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets
and liabilities, using tax rates enacted or substantively enacted
at the reporting date. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed at the
end of each reporting period and is reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profit will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities if the Bank or the Group has the legally
enforceable right to set off current tax assets against current
tax liabilities and the following additional conditions are met:

- in the case of current tax assets and liabilities, the Bank or
the Group intends either to settle on a net basis, or to
realise the asset and settle the liability simultaneously; or

(iv)
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- in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or

- different taxable entities, which in each future period
in which significant amounts of deferred tax liabilities
or assets are expected to be settled or recovered,
intend to realise the current tax assets and settle the
current tax liabilities on a net basis or realise and
settle simultaneously.

(v) Insurance Reserves and Provisions for Outstanding Claims

(w

=

Insurance reserves, except those attributable to long term business,
represent the proportion of retained premiums written in the year
relating to the period of risk from 1% January in the following year to
the subsequent date of expiry of policies which is carried forward as
a provision for unearned premiums and calculated on a daily basis.

The insurance reserve for long term business is ascertained by
actuarial valuation based on the Group’s estimates of future deaths,
investment returns and administration expenses at each valuation
date.

Full provision is made for the estimated cost of claims notified but
not settled at the end of the reporting period and for the estimated
cost of claims incurred but not reported by that date, after deducting
the amounts due from reinsurers. Provision has also been made
for the estimated cost of servicing claims notified but not settled at
the end of the reporting period and to meet expenses on claims
incurred but not reported at the end of the reporting period.

These reserves and provisions are classified as other accounts and
provisions.

Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group or the Bank has a legal or constructive obligation
arising as a result of a past event, and it is probable that an outflow
of economic benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the
expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events, are also disclosed as
contingent liabilities unless the probability of outflow of economic
benefits is remote.

V)

(w)
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Financial Guarantees and Loan Commitments

“Financial guarantees” are contracts that require the Group to make
specified payments to reimburse the holder for a loss that it incurs
because a specified debtor fails to make payment when it is due in
accordance with the terms of a debt instrument. “Loan
commitments” are firm commitments to provide credit under pre-
specified terms and conditions.

Financial guarantees issued or commitments to provide a loan at a
below-market interest rate are initially measured at fair value and the
initial fair value is amortised over the life of the guarantee or the
commitment. Subsequently, they are measured at the higher of this
amortised amount and the amount of loss allowance (Note 2(h)(vii)).

For other loan commitments, the Group recognises impairment loss
allowances (Note 2(h)(vii)).

Liabilities arising from financial guarantees and loan commitments
are included within other liabilities.

Employee Benefits

(i) Salaries, bonuses and leave benefits

Employee entitlements to salaries, annual bonuses, paid
annual leave, leave passage and the cost to the Group of non-
monetary benefits are recognised when they accrue to
employees. An accrual is made for the estimated liability for
annual leave as a result of services rendered by employees up
to the end of the reporting period.

Employee entitlements to sick leave and maternity leave are
recognised when the absences occur.
(i) Performance-related bonus plan
Liabilities for performance-related bonus plan, which are due
wholly within twelve months after the end of the reporting
period, are recognised when the Group has a present legal or
constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be
made.
(i) Retirement benefits
Retirement benefits are provided to eligible staff of the Group.
Hong Kong employees enjoy retirement benefits under either
the Mandatory Provident Fund Exempted ORSO Scheme
(“MPFEOS”) or the Mandatory Provident Fund Scheme
(“MPFS”). Both are defined contribution schemes. The
employer's monthly contributions to both schemes are at a
maximum of 10% of each employee’s monthly salary.

The pension schemes covering all the Group’s PRC and
overseas employees are defined contribution schemes at
various funding rates, and are in accordance with local
practices and regulations.
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The cost of all these schemes is charged to the income
statement for the period concerned and the assets of all these
schemes are held separately from those of the Group. Under
the MPFEQOS, the employer’s contribution is not reduced by
contributions forfeited by those employees who leave the
scheme prior to vesting fully in the contributions. Under the
MPFS, the employer’s contribution is reduced by contributions
forfeited by those employees who leave the scheme prior to
vesting fully in the contributions.

Share based payments

The Bank adopted equity-settled share based payment
arrangement under Staff Share Option Schemes to grant the
options to eligible employees of the Group.

The fair value of share options granted to employees is
recognised as an expense in the income statement with a
corresponding increase in a capital reserve within equity. The
fair value is measured at the grant date using the trinomial
model, taking into account the terms and conditions upon which
the options were granted. Where the employees have to meet
vesting conditions before becoming unconditionally entitled to
those share options, the total estimated fair value of the share
options is spread over the vesting period, taking into account
the probability that the options will vest.

During the vesting period, the number of share options that is
expected to vest is reviewed. Any resulting adjustment to the
cumulative fair value recognised in prior years is charged or
credited to the income statement for the year of the review
unless the original expenses qualify for recognition as an asset,
with a corresponding adjustment to the capital reserve. On
vesting date, the amount recognised as an expense is adjusted
to reflect the actual number of share options that vest (with a
corresponding adjustment to capital reserve) except where
forfeiture is only due to not achieving vesting conditions that
relate to the market price of the Bank’s shares.

The equity amount is recognised in capital reserve until either
the option is exercised and new shares allotted (when it is
transferred to share capital) or the option expires (when it is
released directly to retained profits). For Grantees who do not
meet the applicable vesting conditions, the unvested options
are forfeited, either in whole or in part. Forfeited share options
are cancelled. When the options are exercised, equity is
increased by the amount of the proceeds received.
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(z) Related Parties

For the purposes of these financial statements, a party is considered
to be related to the Group if:

(i)

(ii)

A person, or a close member of that person’s family, is related
to the Group if that person:

(a) has control or joint control over the Group;
(b) has significant influence over the Group; or
(c) is a member of the key management personnel of the

Group or the Group’s parent.

An entity is related to the Group if any of the following conditions
applies:

(@) The entity and the Group are members of the same group
(which means that each parent, subsidiary and fellow
subsidiary is related to the others).

(b) One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a
group of which the other entity is a member).

(c) Both entities are joint ventures of the same third party.

(d) One entity is a joint venture of a third entity and the other
entity is an associate of the third entity.

(e) The entity is a post-employment benefit plan for the

benefit of employees of either the Group or an entity
related to the Group.

(f) The entity is controlled or jointly controlled by a person
identified in (i).

A person identified in (i)(a) has significant influence over
the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

(h) The entity, or any member of a group of which it is a part,
provides key management personnel services to the

Group or to the Group’s parent.

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person
in their dealings with the entity.

@)
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(aa) Segment Reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the financial
information provided regularly to the Group’s most senior executive
management for the purposes of allocating resources to, and
assessing the performance of, the Group’s various lines of business
and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature of
products and services, the nature of production processes, the type
or class of customers, the methods used to distribute the products
or provide the services, and the nature of the regulatory
environment. Operating segments which are not individually material
may be aggregated if they share a majority of these criteria.

(ab)Cash and Cash Equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise balances with less than three months’ maturity
from the date of acquisition including cash and balances with banks,
treasury bills, other eligible bills and certificates of deposit that are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value.

(ac) Deposits, Debt Securities Issued and Capital Instruments

Deposits, debt securities issued and capital instruments are the
Group’s sources of funding.

The Group classifies capital instruments as financial liabilities or
equity instruments in accordance with the substance of the
contractual terms of the instruments.

The substance of a financial instrument, rather than its legal form,
governs its classification. A financial instrument is classified as a
liability where there is a contractual obligation to deliver either cash
or another financial asset to the holder of that instrument, regardless
of the manner in which the contractual obligation will be settled.

Subsequent to initial recognition deposits, debt securities issued and
capital instruments classified as financial liabilities are measured at
their amortised cost using the effective interest method, except
where the Group designates liabilities at FVTPL.

For those capital instruments classified as equity instruments, they
are not redeemable by holders and bear an entitiement to coupons
at the Bank’s sole discretion. Accordingly, they are presented within
equity. Distribution thereon are recognised in equity.
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(ad)Assets Held for Sale

Non-current assets and disposal groups (including both the assets
and liabilities of the disposal groups) are classified as held for sale
and measured at the lower of their carrying amount and fair value
less cost to sell when: (a) their carrying amounts will be recovered
principally through sale; (b) they are available for sale in their present
condition; and (c) their sale is highly probable.

Immediately before the initial classification as held for sale, the
carrying amounts of the asset (or assets and liabilities in the disposal
group) are measured in accordance with applicable HKFRSs. On
subsequent remeasurement of a disposal group, the carrying
amounts of the assets and liabilities that are not within the scope of
the measurement requirements of HKFRS 5 “Non-current Assets
Held for Sale and Discontinued Operations” are measured in
accordance with applicable HKFRSs before the fair value less costs
to sell of the disposal group is determined.

Income earned and expenses incurred on assets and liabilities of
disposal groups held for sale continue to be recognised in the
appropriate line items in the income statement until the transaction
is complete.

(ae) Interim Financial Reporting and Impairment

Under the Listing Rules, the Group is required to prepare an interim
financial report in compliance with HKAS 34, “Interim Financial
Reporting”, in respect of the first six months of the year. At the end
of the interim period, the Group applies the same impairment testing,
recognition, and reversal criteria as it would at the end of the year
(Note 2(h)(vii) and Note 2(r)).

Impairment losses recognised in an interim period in respect of
goodwill are not reversed in a subsequent period. This is the case
even if no loss, or a smaller loss, would have been recognised had
the impairment been assessed only at the end of the financial year
to which the interim period relates.

CHANGES IN ACCOUNTING POLICIES &rstBiR> #g)

The HKICPA has issued a number of amendments to HKFRSs that are
first effective for the current accounting period of the Group.

None of these developments have had a material effect on the Group’s
results and financial position for the current or prior periods have been
prepared or presented. The Group has not applied any new standard or
interpretation that is not yet effective for the current accounting period.
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4.BANK-LEVEL STATEMENT OF FINANCIAL POSITION  {R{T/EIE 2 ik

ASSETS
Cash and balances with banks
Placements with and advances to banks
Trade bills
Trading assets
Derivative assets
Loans and advances to customers
Investment securities
Amounts due from subsidiaries
Investments in subsidiaries
Investments in associates and joint ventures
Fixed assets
-Investment properties
-Other properties and equipment
-Right-of-use assets
Goodwill and intangible assets
Deferred tax assets
Other assets
-Assets held for sale
-Others

Total Assets

EQUITY AND LIABILITIES
Deposits and balances of banks
-Designated at fair value through profit or
loss
-At amortised cost
Deposits from customers
Trading liabilities
Derivative liabilities
Certificates of deposit issued
-Designated at fair value through profit or
loss
-At amortised cost
Amounts due to subsidiaries
Current taxation
Debt securities issued

-Designated at fair value through profit or
loss

-At amortised cost
Deferred tax liabilities
Other liabilities
Loan capital - at amortised cost
Total Liabilities

Share capital

Reserves

Total equity attributable to owners of the Bank
Additional equity instruments

Total Equity and Liabilities
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Approved and authorised for issue by the Board of Directors on 16" February,

2023.

Executive Chairman
Co-Chief Executives

Director

David LI Kwok-po
Adrian David LI Man-kiu
Brian David LI Man-bun

Meocre LI Kwok-wing
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2022 2021
HK$ Mn HK$ Mn
B ETT BWEETT
25,498 25,555
48,296 63,177
41 439

355 851
9,733 1,635
397,533 395,919
125,620 124,628
14,145 12,077
19,469 19,497
4,466 4,344
9,493 9,902
4,774 5,034
4,293 4,264
426 604
1,460 1,460
197 152
9,529 10,273
15 701
9,514 9,572
665,835 669,909
24,031 29,819
4,545 3,639
19,486 26,180
483,553 463,329
5 5

2,816 3,411
27,018 52,381
19,001 32,618
8,017 19,763
1,777 2,012
1,255 934
2,892 2,789
811 620
2,081 2,169
185 526
18,299 8,776
10,232 4,655
572,063 568,637
41,856 41,645
41,826 45,659
83,682 87,304
10,090 13,968
93,772 101,272
665,835 669,909
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5.

INTEREST INCOME  FI[RULA
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2022 2021
HK$ Mn HK$ Mn
AWEETT AWEETT
Loans, placements with banks, and trade R~ FEIRTTIIER - K
bills 5B 20,624 15,595
Investment securities LA
- measured at amortised cost or FVOCI - RGN B AR Bl At 4
T 2 PASZ I A PE(E (B 4,076 2,305
- mandatory at FVTPL - S A B T s DR
FEE 120 110
Trading assets RO R A E 28 45
24,848 18,055

For the transactions where interest rate risk is hedged, the periodic
payments and receipts arising from interest rate contracts which are
qualifying hedging instruments for, or individually managed in
conjunction with, interest bearing financial assets are first netted
together and then combined with the interest income from the
corresponding financial assets.

The above included interest income of HK$24,871 million (2021:
HK$19,123 million), before hedging effect, for financial assets that are
not recognised at fair value through profit or loss.

BREEHF AR ERATA S - U e &
R S T L B {1 st SRR B e R A R R
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TEA BB SR - K E I A P EERETER
1 <5 il 3 7R 2RI By 851 248.71 {8 7T (2021
A HIE191.23(F T ) -

INTEREST EXPENSE FEXH
2022 2021
HK$ Mn HK$ Mn
ST ST T
Customer deposits and deposits of banks B ETFER SR TR
- at amortised cost - FESNRA 9,713 5,655
- designated at FVTPL - Y67 Bl iaiegs DU /S
fE{E 84 9
Certificates of deposit and debt securities issued E TGS KBS 5
- at amortised cost - RS RRA 511 617
- designated at FVTPL - F5E FyimiEdE s DU LN S
(=t 485 181
Subordinated notes carried at amortised \ 5
cost AR AT BRI S 460 377
Lease liabilities THE A 28 29
Other borrowings HoAth AR 59 2
11,340 6,870

For the transactions where interest rate risk is hedged, the periodic
payments and receipts arising from interest rate contracts which are
qualifying hedging instruments for, or individually managed in
conjunction with, interest bearing financial liabilities are first netted
together and then combined with the interest expense from the
corresponding financial liabilities.

The above included interest expense of HK$10,782 million (2021:
HK$6,719 million), before hedging effect, for financial liabilities that are
not recognised at fair value through profit or loss.

PEEF AR BRI S - R A S s
o T B R 14t B < i R £ [ ER A R
GEIFTE A RVER S R A E S8 - FaREE
HHRF SRl S A AR AR E S A B -

A EEET R - REIEE A P EERER R
Y <5 Bl 65 {85 2 FILUE S HY B o 5 107 .82{8 7T (2021
1 BI6T 9T -



FEE AND COMMISSION INCOME [E#ERASUA

Fee and commission income is disaggregated by services:

Loans, overdrafts and guarantees
Credit cards

Sale of third party insurance policies
Trust and other fiduciary activities
Securities brokerage

Other retail banking services
Investment products

Trade finance

Others

Total fee and commission income

Net fee income on financial assets and financial
liabilities that are not measured at FVTPL
(other than those included in determining the
effective interest rate)

Fee income
Fee expenses

NET TRADING PROFIT X Z3SF;$4H

Profit on dealing in foreign currencies and
funding swaps
Loss on trading securities

Net gain on derivatives
Loss on other dealing activities
Dividend income from trading equity securities
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2022 2021
HK$ Mn HK$ Mn
AWEETT BIEEETT
846 947

692 801

484 296

224 305

203 403

197 176

195 409

92 90

439 489
3,372 3,916
2,762 3,082
3,372 3,916
(610) (834)

2022 2021
HK$ Mn HK$ Mn
AEEETT AEETT
501 436
(124) (52)
549 475
(1) (2)

18 22

943 879




10.

1.

NET RESULT ON FINANCIAL INSTRUMENTS AT FVTPL  EBIEXS UKW HEESR T BA$RIE
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2022 2021
HK$ Mn HK$ Mn
AHEET BEEET
Net gain from financial instruments designated at ?EE%@@?E@?L}&B%QQZE{E
FVTPL BRl T EAYFEF 292 89
Net (loss)/gain from financial instruments Sl B IR 2 DU B N B E
mandatorily measured at FVTPL (other than HESRTEE (BB
those included in net trading profit) B (BB AR SR
A (360) 145
(68) 234
NET RESULT ON FINANCIAL ASSETS MEASURED AT FVOCI EiE2HE Wi A PEESHEENFER
2022 2021
HK$ Mn HK$ Mn
AWEETT BEEETT
Net profit on sale of debt securities HEEE S 2 F 0] 159 23
Dividend income from equity securities (758 7R S A 16 22
175 45
NET HEDGING PROFIT %25 Fl/SR%E
2022 2021
HK$ Mn HK$ Mn
AEEET AEEET
Fair value hedges AN EEE
- Net loss on hedged items attributable to - T BRI AR TE H 2
the hedged risk b e AL Y S5 1R (8,541) (2,941)
- Net gain on hedging instruments - TR TEAvHEF] 8,742 3,085
201 144




12. NET INSURANCE PROFIT fRisE5 SR8

(@)

(c)

Net insurance profit

Net interest income

Net trading profit

Net result on financial instruments at
FVTPL

Net (loss)/profit on sale of debt
investment securities measured at
FVOCI

Net insurance premium

Other operating income

Net insurance claims and expenses

Operating expenses
Recovery/(impairment losses) on
financial instruments

Net insurance premium

Gross insurance premium income

Reinsurers’ share of gross insurance
premium income

Net insurance claims and expenses
Claims, benefits and surrenders paid
Movement in provisions

Reinsurers’ share of claim, benefits and
surrenders paid

Reinsurers’ share of movement in
provisions

Net insurance commission expenses

(a) PrE&EH A

FFHIEWA

et

RS DU WA
ERTHATFERE

LB A LA < T S DA S
I HEERBREERN
F (58D ikl

FORER

HAraLEA

PRERZRAE R e

gEs
ERE T EBIEEE S (%K)

FOREE
PRESUT A SRR

TREUASRET . 73 (R4

®

~

(c) PRERZRIE RS 5+
EERE - iR

ENRE - flambiBirz otk
g

HEFEIEE) 2 Y ORI EH

Prbg S 348

Page 229

2022 2021
HK$ Mn HK$ Mn
BEEHETT I EETT
18 482
5 77
(12) 150
(17) 72
683 4,824
- 3
677 5,608
(520) (5,168)
157 440
- (3)
1 (26)
158 411
722 4,894
(39) (70)
683 4,824
585 3,902
(128) 1,193
457 5,095
(28) (36)
12 9)
(16) (45)
441 5,050
79 118
520 5,168




13. OTHER OPERATING INCOME

14.

Rental from safe deposit boxes

Rental income on properties (Note 33(ii))
Government subsidy — Employment Support
Scheme

Others

OPERATING EXPENSES #K&~7H

Contributions to defined contribution plan*
- Hong Kong
- Outside Hong Kong
Equity settled share-based payment expenses
(Note 42(f))
Salaries and other staff costs
Total staff costs

Premises and equipment expenses excluding
depreciation

- Expenses relating to short-term leases
- Expenses relating to low value assets

HABEA
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- Variable lease payments not included in the — A s R ARG AT

measurement of lease liabilities™**
- Maintenance, repairs and others

Total premises and equipment expenses
excluding depreciation

Depreciation on (Note 33)
- Bank premises, furniture, fixtures and
equipment
- Right-of-use assets

Amortisation of intangible assets (Note 32(b))

2022 2021
HK$ Mn HK$ Mn
EEEE T EEE T
IREgFEFESUA 120 122
YIRS (H72#33(ii) ) 133 143
BURRIRGE — T OREEE L G
8 -
HoAth, 29 65
290 330
2022 2021
HK$ Mn HK$ Mn
B EHET BHEHET
TERRH AT SR
— 55 170 170
— & LIS 223 229
DARS A R EERE(E ATV (A
#42(1) ) 22 19
Hr R HA & TRCA 5,078 5,105
BT RAEEEH 5,493 5,523
N EFETEE NI R e 2 H
—AREEHE 15 20
—ARMEEEEERE S 6 1
FHE A (2) 4)
—RE ~ B REAM 702 669
TEFEHT SNV R 2
wazg 721 686
e (h7433)
—1THE ~ B~ SRR 567 581
—(FREEE 295 374
862 955
A DY (f72£32(b)) 13 14




14. OPERATING EXPENSES (CONTINUED) £k®srH (4)
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2022 2021
HK$ Mn HK$ Mn
BEET AHEETT
Other operating expenses HoAtn &8~
- Internet platform charges — AT a B 460 482
- Legal and professional fees — B R RS 423 399
- Advertising expenses —EEE 298 224
- Communications, stationery and printing — R~ STEFENR] 294 274
- Insurance expenses — PRk g 141 11
- Stamp duty, withholding taxes and value
added taxes — EITERE - TRERTL BS{ERR 84 72
- Card related expenses —HEAEHRZH 74 119
- Business promotions and business travel — ST R R R I ik 69 66
- Audit fee — I 20 21
- Others — Hth 272 375
Total other operating expenses HoAth 48 <7 H4aEH 2,135 2,143
Total operating expenses*** S S 9,224 9,321

* Forfeited contributions totalling HK$36 million (2021: HK$35
million) were utilised to reduce the Group’s contribution during
the year. There were no forfeited contributions available for
reducing future contributions at the year end (2021: Ni).

**  Included a credit of HK$2 million (2021: HK$5 million) of
COVID-19-related rent concessions and a credit of HK$1
million (2021: Nil) of rent concession during the year for the
purpose of entering into a new lease.

*** Included direct operating expenses of HK$7 million (2021:
HK$8 million) in respect of investment properties which
generated rental income during the year.

*k

FSE G HERFEE 3,600 45T (2021
9F < BH3,5005 7T ) ERHER DR EEHT
LR o PAFT AR T HER Ui AT (R
FFRZ R (20219F - ) -

BT E 200450 (20214F ¢ EHE500
AT ) HY2019 507 2 MR R <2 e e R
#0087 (20214 © 47 ) AY5] HF L EHT
HEHE -

LY R AR AT E AT
BB - £AABNET00HT (2021
9 : EHBO00HTT) -



15. IMPAIRMENT LOSSES ON FINANCIAL INSTRUMENTS  $:@h T BUR{EEK

16.

17.
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2022 2021
HK$ Mn HK$ Mn
AWEETT AMEETT
Loans and advances to customers B ERRER 5,416 1,471
Debt securities A5 345 67
Others HAtrr 162 141
5,923 1,679
NET PROFIT ON SALE OF ASSETS HELD FOR SALE HEREEHEETE IFINH
2022 2021
HK$ Mn HK$ Mn
AEEETT AT
Net (loss)/profit on sale of properties HEYEZF (BR) (1) 140
Net profit on sale of disposal groups HE BRI A 1,446 902
1,445 1,042
NET PROFIT/(LOSS) ON DISPOSAL OF FIXED ASSETS HERBEEEZIEREF,/ (BE)
2022 2021
HK$ Mn HK$ Mn
AWEET AEEETT
Net profit/(loss) on disposal of bank premises, HESTHE ~ (FM - BB R
furniture, fixtures and equipment ZIFHM S (EEE) 18 (5)
Net (loss)/profit on termination of lease BOLFRE SR (BRG] (1) 1

17

(4)




18.

(@)

INCOME TAX FErf&#t

Taxation in the consolidated income statement represents:

Current tax — Hong Kong
Tax for the year
Over-provision in respect of prior years

Current tax — outside Hong Kong
Tax for the year
Over-provision in respect of prior years

Deferred tax

Origination and reversal of temporary
differences (Note 36(b))

The provision for Hong Kong profits tax is calculated at 16.5%
(2021: 16.5%) of the estimated assessable profits for the year.

Taxation for overseas branches and subsidiaries is charged at
the appropriate current rates of taxation ruling in the relevant

countries.

Reconciliation between tax expense and accounting profit at

applicable tax rates:

Profit before tax

Notional tax on profit before tax, calculated at
the rates applicable to profits in the tax
jurisdictions concerned

Tax effect of non-deductible expenses

Tax effect of non-taxable revenue

Tax effect of tax losses not recognised

Write-back of over-provision in respect of
prior years

Others

Actual tax expense charged to income
statement
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(@) &FBEUERRATIFEE
2022 2021
HK$ Mn HK$ Mn
/%vhézﬁ‘*" %ph&ﬁ‘*“ T
KERIE - B
ARSI 485 514
TR BT EIR (57) (96)
428 418
RERIE - FHEII
KA ERTE 325 271
LA AR [ (16) (18)
309 253
IRIERRTE
I M SR A R ]
(H7#t 36(b)) (174) 152
563 823

16.5% (20214 : 16.5%)

BERIMEH -

(b) ME B E R

I

BB SRR DU R THET ISR B A g R

e
n+# °

TINITT B IR RO S A B e T

HETEIRIATTEIE |

2022 2021

HK$ Mn HK$ Mn

B EHET B EHE T

bl 4,941 6,136
HRB AR S AR B A > RS

PRI R AR A EI 4

E TR 730 1,137

AR AR TR 2 273 144

TR AT RRTE R 2 (385) (320)

AR IR IR TE R 2 8 3

feeRlicy o Pl e (73) (114)

HAh 10 (27)

PSR S B PR IE 563 823




19. Distribution/Dividends 4}k &S

(a)
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Dividends attributable to the year (a) EBAFERE
2022 2021
HK$ Mn HK$ Mn
AEEHET AEEHET
Interim dividend declared and paid of ELEAIREE R ARG ST
HK$0.16 per share on 2,689 million shares 26.89(% FLfHLE40.167T
(2021: HK$0.35 per share on 2,919 million (20214 : 29.19(& BLTHE
shares) (Note 42()) HHE0.357T)  (3142() )
430 1,022
Special dividend declared and paid of CEAIREE R AR IR R T
HK$0.48 per share on 2,695 million shares 26.95(% L R 150.48 7T
(Note 42(j)) (lifz42())
1,294 -
Second interim dividend of HK$0.17 per & T HARY 2 126,802 &
share on 2,680 million shares (2021: B0, 1770 (20214F ©
HK$0.35 per share on 2,923 million s L A< LS i —
shas;'es) P 29 B{ERRER0 35T 456 1,023
2,180 2,045

The total dividend attributable to the year is HK$0.81 per share JE B A AE FE i B B I AR 40.815T (20214 & Hf%

(2021: HK$0.70 per share). The second interim dividend has not HENE0.7090) o PAEIEHARA 0 3

R R HRE

been recognised as a liability at the end of the reporting period. Ry =t
Dividends attributable to the previous financial year, (b) HMFEEZAER B L EER R
approved and paid during the year
2022 2021
HK$ Mn HK$ Mn
AEHETT AWEETT
Second interim dividend in respect of the TSR B A T 29. 23 (R A i
previous financial year, approved and paid R 20,3570 (20214F -
during the year, of HK$0.35 per share on 2917 (EHGHLEHE0.245T)
2,923 million shares (2021: HK$0.24 per I FARRESE — 2o ch R
share on 2,917 million shares) (Note 42(j)) W :2__4;0.) 7 T 1023 700
Distribution to holders of Additional Tier 1 capital (c) FIRTEIN—EERTEFRA A
instruments
2022 2021
HK$ Mn HK$ Mn
AEHET AEETT
Distribution paid on the Additional Tier 1 AR EAR TR TIR
capital instruments (Note 42(j)) (Hfz42(3) ) 708 811




20. EARNINGS PER SHARE 4R EF]

(@)

(b)

Basic earnings per share

The calculation of basic earnings per share is based on the
consolidated profit for the year attributable to owners of the
parent of HK$3,651 million (2021: HK$4,459 million) after
accounting for the distribution of HK$708 million (2021:
HK$811 million) to Additional Tier 1 issue holders, and on the
weighted average of 2,759 million ordinary shares outstanding

(a) FFRIEAZA

during the year (2021: 2,919 million), calculated as follows:

Weighted average number of ordinary shares

Issued ordinary shares at 15! January
Effect of shares issued in lieu of dividends
Effect of share buy-back

Weighted average number of ordinary shares
at 315 December

Diluted earnings per share

The calculation of diluted earnings per share is based on the
consolidated profit for the year attributable to owners of the
parent of HK$3,651 million (2021: HK$4,459 million) after
accounting for the distribution of HK$708 million (2021:
HK$811 million) to Additional Tier 1 issue holders, and on the
weighted average of 2,759 million ordinary shares outstanding
during the year (2021: 2,919 million), adjusted for the effects of

all dilutive potential shares.

Weighted average number of ordinary shares (diluted)

Weighted average number of ordinary shares
at 315 December

Effect of deemed issue of ordinary shares
under the Bank’s share option schemes

Weighted average number of ordinary shares
(diluted) at 31 December

T Y M8

P
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SRR EIRE AR T — A LA
HEHT 08T (202148 © BHBAGIL) 19
7 5 7 7 35 B S 8 5 96,51 (T ( 2021
4 1 A4 50T ) RN SRR A
FETA98027 5[ (20214 : 2919182 ) &% -

2022 2021

Number of Number of

shares shares

bt 4B b e

Million & & Million & &

WA THNE R TS 2,923 2,917

DR S TR s 2 1 2

A7 (B 2 8 (175) -
P12 H 31 H 8 R B i

gy 2,759 2,919

(b) EREEEA

LB HI IR (B

R BRI o AT SR T4 — A T B
N HERT.08ETT (202148 @ HEB.A1EIT) 41
] 50 R 1 7 A B S 6 36,51 (5 7T (2021
G EWEAABONETE) BRI P T B A
SHRB L L R 15 L R R (O A
827 59(ERE (20214 : 29.19(&R% ) =& -

2022 2021
Number of Number of
shares shares
Bt E Rt E
Million H& Million H&
12 A 31 H 3 mA A B e S
L 2,759 2,919
[Baterenliag: Law Ik SR iOR il
(pa-Z - - -
12 A 31 H 3 mA (B e S
9 () 2,759 2,919
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DIRECTORS’ REMUNERATION  FEHEEH{S:

Directors’ remuneration disclosed pursuant to section 383(1) of the R (ANENEET) $E383(1) &K (AF (PrEaEEF|

Companies Ordinance and Part 2 of the Companies (Disclosure of HEED HHD FE2d T EEEN SN T
Information about Benefits of Directors) Regulation is as follows:

Salaries,
allowances Retirement
and benefits scheme
Directors’ inkind  Discretionary Share contributions 2022
fees Hraz ~ AL bonuses ~ options (et BRG] Total
(o6 =zl BORETCAT  sRmetE R |
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn

BEEHET  BEHET AEEHET BBEET EREET A EETT
Executive Chairman
PITER
Dr. the Hon. Sir David LI Kwok-po
FEIERL 0.6 11.8 3.6 2.9 1.1 20.0

Co-Chief Executives

TERET TR AEE

Mr. Adrian David LI Man-kiu

RRfEE 0.5 7.7 6.4 4.7 0.7 20.0
Mr. Brian David LI Man-bun

FRIRSE 0.5 7.7 6.4 4.6 0.7 19.9

Non-executive Directors
JETEE
Prof. Arthur LI Kwok-cheung
BEEREY 0.6 - - - - 0.6
Mr. Aubrey LI Kwok-sing
BRI R SE 0.6 - - - - 0.6
Mr. Winston LO Yau-lai
WAL 0.4 - - - - 0.4
Mr. Stephen Charles LI Kwok-sze
BEE 0.4 - - - - 0.4
Dr. Daryl NG Win-kong
AL 0.6 - - - - 0.6
Mr. Masayuki OKU
BIEZ etk 0.5 - - - - 0.5
Dr. Francisco Javier SERRADO

TREPAT
Francisco Javier SERRADO

TREPAT{#+: 0.5 - - - - 0.5

Independent Non-executive
Directors

W TEE

Dr. Allan WONG Chi-yun

=L 0.9 - - - - 0.9

Dr. the Hon. Rita FAN HSU Lai-tai

SHERREZE ML 0.6 - - - - 0.6

Mr. Meocre LI Kwok-wing

FEISRE 1.2 - - - - 1.2

Dr. the Hon. Henry TANG Ying-yen

JEPLEM L 1.0 - - - - 1.0

Dr. Delman LEE

PEIA L 0.9 - - - - 0.9

Mr. William Junior Guilherme DOO

HRES4 0.8 - - - - 0.8

Dr. David MONG Tak-yeung

e L 0.6 - - - - 0.6
11.2 27.2 16.4 12.2 2.5 69.5

Note: The share options were granted to Executive Directors under the 3  #i/TE HEIRIELTITHIIE ST EI/ERZ T3

Bank’s Staff Share Option Schemes. The values of share options JiE o BT BEIE IS 3 ST D022 4F o 14F
represented the fair values of the share options granted in 2022 SR LB B BRI N T - T
and prior years amortised over the respective vesting periods HaFfSf e ﬁ/?ﬁ/[f-éf'i‘g%l&ﬁ}, Effé*‘ﬂéﬁﬂ%%

without actual cash payment. The details of these benefits in kind
are disclosed under the paragraph “Information on Share Options”
in the Report of the Directors and Note 39.

BT TR EE R ) RITE397Y -
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21. DIRECTORS’ REMUNERATION (CONTINUED) #ERi4: (4

Salaries,
allowances Retirement
and benefits scheme
Directors’ inkind  Discretionary Share contributions 2021
fees  Frdx A bonuses ~ options ("e? BRG] Total
e FEYM s BORETEAT  PRRE [EiTe Hard
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn

EREHET B EET EREHET  B¥EET BEEHETT AEEETT
Executive Chairman
PATER
Dr. the Hon. Sir David LI Kwok-po
FEEHL 0.6 11.8 4.4 3.0 1.1 20.9

Co-Chief Executives

BERETTBAEER

Mr. Adrian David LI Man-kiu

BRfEE 0.5 75 7.5 2.9 0.7 19.1
Mr. Brian David LI Man-bun

BRI E 0.5 75 7.5 27 0.7 18.9

Non-executive Directors
FERITHE
Prof. Arthur LI Kwok-cheung
BEEHEZ 0.5 - - - - 0.5
Mr. Aubrey LI Kwok-sing
FEESE 0.5 - - - - 0.5
Mr. Winston LO Yau-lai
HERGE 0.4 - - - - 0.4
Mr. Stephen Charles LI Kwok-sze
REIESE 0.4 - - - - 0.4
Dr. Daryl NG Win-kong
FROEM L 0.5 - - - - 0.5
Mr. Masayuki OKU
HIEZ 5% 0.5 - - - - 0.5
Dr. Francisco Javier SERRADO

TREPAT
Francisco Javier SERRADO

TREPAT{# 4 0.5 - - - - 0.5

Independent Non-executive
Directors

BUIETESE

Dr. Allan WONG Chi-yun

HEL 0.9 - - - - 0.9

Dr. the Hon. Rita FAN HSU Lai-tai

SRR L 0.6 ; ; ; ; 06

Mr. Meocre LI Kwok-wing

FESSA 1.1 - - - - 1.1

Dr. the Hon. Henry TANG Ying-yen

JEGLE L 1.0 - - - - 1.0

Dr. Delman LEE

FEIAT L 0.8 - - - - 0.8

Mr. William Junior Guilherme DOO

[ 0p e 0.8 - - - - 0.8

Dr. David MONG Tak-yeung

Bl s 0.5 - - - - 0.5
10.6 26.8 19.4 8.6 2.5 67.9

Note: The share options were granted to Executive Directors under the — 3  #i/TE HEIRIELTITHIIE ST FE1/ERZ T3

Bank’s Staff Share Option Schemes. The values of share options f# o ZRR S RS SRR 82021 4F R 14
represented the fair values of the share options granted in 2021 S F VBB RS A T B+ T B

and prior years amortised over the respective vesting periods FHA T o L S A ek T D A
without actual cash payment. The details of these benefits in kind g;igﬁéﬁgfgfg Wg;zgfi Z%gfiﬁﬁ%
are disclosed under the paragraph “Information on Share Options” HAREE BEVIRIE RS "
in the Report of the Directors and Note 39.



22. FIVE TOP-PAID EMPLOYEES S5&FMim=HES

Salaries and other emoluments e K HAt A
Performance-related bonuses AN EAL
Share options TOREE

Pension contributions RIREHEER

The remuneration of the five top-paid employees is within the
following bands:

HK$&# T

11,000,001 - 11,500,000
18,500,001 — 19,000,000
19,000,001 - 19,500,000
19,500,001 — 20,000,000
20,000,001 — 20,500,000
20,500,001 - 21,000,000

Included in the emoluments of the five top-paid employees were the
emoluments of 3 (2021: 3) Directors and 2 (2021: 2) senior
management members. Their director's emoluments have been
included in Note 21 above.

23. SEGMENT REPORTING &R
(a) Business segments

The Group manages its businesses by divisions, which are
organised by a mixture of both business lines and geography.
In a manner consistent with the way in which information is
reported internally to the Group’s Senior Management for the
purposes of resource allocation and performance assessment,
the Group has presented the following nine reportable
segments.

Hong Kong operations

Hong Kong operations include Hong Kong banking business
and other business operations, dividing into the following six
reportable segments.

Personal Banking includes branch operations, personal
internet banking, consumer finance, property loans and credit
card business to individual customers in Hong Kong.
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2022 2021

HK$ Mn HK$ Mn

B EET B EETT
39 38

24 28

16 12

3 3

82 81

5 Friil = e S S AEEEEL T

2022 2021
Number of Number of
Employees Employees
HSUN ¢ [[FHSUN 3

2 2

- 1

- 1

2 -

SHF MR e B B3 (20214F © 3fiL) &
2 (20214 = 2fi1) mEERAS - fHvE
EMeT ERER ERRE217 -

(a)

BT

AREREHL Y R SERS - Ty R AR R
MR A AR » Sy B EORIYY [ B R B b T
AR B B R R A
Y72 — By o ARSI L =]
HorEs -

LR

RS AT ET B EIR TR e
MZEHS - Y BURLUT /S ATRE S 2 -

EASRITEREETE 2 /TEE - EAETH
SRIRAT ~ OHEERK - HHEERURE B R
e



23. SEGMENT REPORTING (CONTINUED)

(@)

SyEREE (8
Business segments (continued)

Wholesale Banking includes corporate lending and loan
syndication, asset based lending, commercial lending,
securities lending and trade financing activities with
correspondent banks and corporates in Hong Kong.

Treasury Markets include treasury operations and securities
dealing in Hong Kong.

Wealth management includes private banking business,
investment products & advisory and securities & futures broking
in Hong Kong.

Centralised operations include supporting units of banking
operations in Hong Kong.

Others mainly include insurance business and trust business
carried out by subsidiaries operating in Hong Kong and other
supporting units of Hong Kong operations located outside Hong
Kong.

Mainland operations

Mainland China operations mainly include the back office unit
for Mainland China operations in Hong Kong, all subsidiaries
and associates operating in Mainland China, except those
subsidiaries carrying out data processing and other back office
operations for Hong Kong operations in Mainland China.

Overseas operations
Overseas operations mainly include the back office unit for
overseas banking operations in Hong Kong, Macau Branch,
Taiwan Branch and all branches, subsidiaries and associates
operating overseas.

Corporate management

Corporate management absorbs the regulatory capital cost of
loan capital issued by the Bank and receives, from Hong Kong
operations, the interest income on business activities funded by
capital instruments issued by the Bank.

For the purposes of assessing segment performance and
allocating resources among segments, the Group’s Senior
Management monitors the results, assets and liabilities
attributable to each reportable segment on the following bases:

Segment assets include all assets with the exception of interests
in associates and joint ventures and assets held for sale.
Segment liabilities include deposits, financial liabilities and other
liabilities attributable to the individual segments.

Revenue and expenses are allocated to the reportable
segments with reference to interest and fee and commission
income generated by those segments and the expenses
incurred by those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to those
segments.

(@)
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EESH (8D

HEESRT BRI L B S RERE SR
HERME © FERERL - SRR AER
A2 EEREERI SR T REH T R SRR
GhFETE -

MBS EETEE M EEFRGESEE -

i

M E BB IR A TIE B LA SR T
TR S AR RS h s R A B AR AT SR A -

FRBEORET RS ZRYEL -

HARSES £ E QST BB A T 2 (R
EBRAETET - RAERELIMESR R BE
TEHREERAL -

P ERS

PSR+ IR E R SR SR B I R E)
B - TAEREE IR AT R E A
a) BN EFETE N A B R PR R HAT R Bl
TIREAEB ZIEAE

BIRESERS

BT (0 00 R B TS 1 14 87
B« BrATEEAME B 5T AP R &
8 B A R A -

EEEH

R RIEATRTEEEANVEEE AL
KR RE RS ERGHA TR TEATARE
B SEREFHIFIE A -

FERFG 77 BFRI e oy B o3 B IR BRI - S
EY e B SRR DU AR B e TR I A
— TR Y B S - HRE A ¢

PR g AF R aBERE S AN EE
SN TR AEGISFTARE - SEAREE
TR0 SR B R TR S 2 By HAt 2
i -

WA BESZ AR 7 BT EE AR RIS R s
RIS > R AR B5 ZHY ST H B R]
S R TR o B 2 A T B S B AR i T )
EHRSTED -
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23. SEGMENT REPORTING (CONTINUED) 43 (48)

(a) Business segments (continued) (a) =ZEmEs (48)
2022
Hong Kong operations 7375
Hong Kong banking business #3177
Inter-
Mainland segment
Personal Wholesale Treasury Wealth  Centralised China Overseas Corporate  elimination
banking banking markets management operations Total Others Total operations operations management Pax: i Total
TELASRIT T ] S PR k] At W Pt SERS B8] MREER ptiw ] k|
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HKS$ Mn HK$ Mn
BEEETT  OBWEHET  BWEHET  BNEET  BNEAET  BNEED T BNOET  BNEET  BBEET  BEO&ET  BEoET BEoETT BEEET
Net interest income/ (expense) 4,003 2,859 (19) 367 (127) 7,083 25 7,108 3,997 2,177 226 - 13,508
Non-interest income 1,075 625 373 565 249 2,887 549 3,436 860 179 - (29) 4,446
Operating income el 5,078 3,484 354 932 122 9,970 574 10,544 4,857 2,356 226 (29) 17,954
Operating expenses OB (1,659) (476) (168) (358) (2,171) (4,832) (308) (5,140) (3,374) (739) - 29 (9,224)
Operating profit/(loss) before impairment RFLERIK(E TS 2 KE &
losses (k518) 3,419 3,008 186 574 (2,049) 5,138 266 5,404 1,483 1,617 226 - 8,730
(Charge for)/ Write back of impairment ERITHEATRE (%) /[
losses on financial instruments # (127) (3,258) (70) (40) () (3,496) 1 (3,495) (2,088) (340) - - (5,923)
Impairment losses on assets held for A (EH EEEATR(EIES
sale : - - - - - - - @) - - - @)
Operating profit/(loss) after impairment ARG R % 2 SRR
losses / (k518D 3,202 (250) 116 534 (2,050) 1,642 267 1,909 (608) 1,277 226 - 2,804
Net profit/(loss) on sale of assets held ﬁ%ﬁﬁ{’ﬁr%’%ﬁéz;'%fé
for sale F (E54E) - - - - - - 1,446 1,446 1) - - - 1,445
Net loss on disposal of HEHBAE B T2 F
subsidiaries/associates (] - - - - 1) (1) - (1) - - - - (1)
Net profit/(loss) on disposal of fixed e
assets (16) - - - - (16) - (16) 34 ) - - 17
Valuation losses on investment HEHEEY G
properties - - - - (148) (148) (29) (77) - 2) - - (179)
Share of profits less losses of FEEA e 3 ) R 5 (S A
associates and joint ventures AR - - - - - - 9) 9) 221 643 - - 855
Profit/(Loss) before taxation AL (R5E) 3,276 (250) 116 534 (2,199) 1,477 1,675 3,152 (354) 1,917 226 - 4,941
Depreciation for the year FITE (243) (12) (12) (7) (219) (493) (27) (520) (286) (56) - - (862)
Segment assets SYENERE 119,881 163,395 231,299 22,679 9,964 547,218 1,845 549,063 245,349 126,730 - (47,405) 873,737
Investments in associates and joint B\ e EREEE
ventures - - - - - - 56 56 3,893 5,112 - - 9,061
Other assets — Assets held for sale HAHE - FrAEHERE - - - - 15 15 - 15 12 - - - 27
Total assets GRS 119,881 163,395 231,299 22,679 9,979 547,233 1,901 549,134 249,254 131,842 - (47,405) 882,825
Total liabilities G 343,056 54,165 51,773 35,141 2,676 486,811 300 487,111 220,008 116,307 - (46,947) 776,479

Capital expenditure incurred during the AR & AR
year 109 32 63 9 107 320 7 327 442 28 - - 797
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23. SEGMENT REPORTING (CONTINUED) 43 (48)

(a) Business segments (continued) (a) ZHmE (8)
2021
Hong Kong operations (Restated) Nt &3 3% ()
Hong Kong banking business 7 5173455
Mainland
China
operations Inter-
(Restated) segment
Personal Wholesale Treasury Wealth  Centralised Note Overseas Corporate  €elimination
banking banking markets management  operations Total Others Total PHESERS operations management SYHEBEZ Total
TELASRIT HEEERAT ] A tpoR R Hugm Hiftr Rl [=C:0 ERRESHERS e sl Rt
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HKS$ Mn HK$ Mn
BEEETT  OBWEHET  BWEHET  BNEET  BNEAT  BNEED T BNOET  BNEERT  BBEET  BEOET  BEoET BEoETT BEEET
Net interest income/ (expense) EFIEUA (2D 2,287 2,532 (30) 334 (21) 5,102 70 5172 3,917 1,775 321 - 11,185
Non-interest income IEFIEUA 1,104 642 577 665 294 3,282 801 4,083 840 214 - (39) 5,098
Operating income WA 3,391 3,174 547 999 273 8,384 871 9,255 4,757 1,989 321 (39) 16,283
Operating expenses GBS (1,692) (394) (164) (315) (2,089) (4,654) (437) (5,091) (3,516) (753) - 39 (9,321
Operating profit/(loss) before impairment RIFRIR(E AR 2 €EER ]~
losses (h518) 1,699 2,780 383 684 (1,816) 3,730 434 4,164 1,241 1,236 321 - 6,962
(Charge for)/ Write back of impairment ERLTRATRE (%) /H
losses on financial instruments # (103) (1,009) (11) 3 - (1,120) (5) (1,125) (620) 66 - - (1,679)
Operating profit/(loss) after impairment  CATBRIBE A (% 2 L2

losses VAl 1,596 1,771 372 687 (1,816) 2,610 429 3,039 621 1,302 321 - 5,283

Net profit on sale of assets held for sale HERFATEHEERE > ] - - - - 133 133 902 1,035 7 - - - 1,042

Net profit/(loss) on disposal of HERBAE BEAEZF

subsidiaries/associates wFL (R51E) - - - - - - - - 182 1) - - 181
Net profit/(loss) on disposal of fixed RS E F, (&5

assets #) (13) - - - 3) (16) - (16) 14 ) - - (4)
Valuation losses on investment EEREYERGE

properties - - - - (110) (110) (22) (132) - - - - (132)
Share of profits less losses of FE{EH?E%Z}%&S‘Q{P%%%U

associates and joint ventures TR - - - - - - (10) (10) (425) 201 - - (234)
Profit/(Loss) before taxation FrRlEF]L . (R5HE) 1,583 1,771 372 687 (1,796) 2,617 1,299 3,916 399 1,500 321 - 6,136
Depreciation for the year PTG (308) (8) (8) (7) (226) (557) (38) (595) (296) (64) - - (955)
Segment assets AR 119,858 169,032 229,919 26,605 11,392 556,806 2,185 558,991 262,575 118,789 - (44,096) 896,259
Investments in associates and joint HENE REEPELE

ventures - - - - - - 66 66 3,983 4,898 - - 8,947
Other assets — Assets held for sale HAhEE - FFEELEEE - - - - 15 15 2,232 2,247 17 - - - 2,264
Total assets HIFENER 119,858 169,032 229,919 26,605 11,407 556,821 4,483 561,304 266,575 123,687 - (44,096) 907,470
Segment liabilities S EfE 331,601 58,997 65,994 29,886 2,244 488,722 384 489,106 234,937 109,059 - (43,319) 789,783
Other liabilities — Liabilities held for sale A& — FFAEH EE M - - - - - - 1,637 1,637 - - - - 1,637
Total liabilities =ikl 331,601 58,997 65,994 29,886 2,244 488,722 2,021 490,743 234,937 109,059 - (43,319) 791,420
Capital expenditure incurred during the 4EfE AR &

year 255 11 32 1 245 544 32 576 301 49 - - 926
Note: The financials of Hong Kong operations and Mainland China operations have been restated to conform to the 2 BTSRRI S TR 2 T T B AR R A+ WA E R ESEHIZE 70 L2022 435 7555 T2

current year’s presentation that reflected the organisational restructure and other minor reallocations among AT A4 o H A TR BB B M o BB 4 1 B (] e o M L A 4 3 PR S5 TR 5 B B A

business segments in 2022. The restructure mainly includes the reorganization of the securities and futures g L AT S
broking businesses from Others segment to Wealth Management segment under Hong Kong operations. BRI W B



23. SEGMENT REPORTING (CONTINUED)

(b) Geographical segments

The information concerning geographical analysis has been
classified by the location of the principal operations of the
entities and branches of the Bank responsible for reporting the
results or booking the assets or, by the location where the
subsidiaries or business units with special risks associated with

operations originate.

Operating income K- {'UN
Profit/(loss) before  FREEATARA]

taxation (k5t8)
Total assets B
Total liabilities B R
Contingent liabilities ~ SAAR{E K
and commitments R
Capital expenditure FENE
during the year Bz

Operating income KA
Profit before taxation FRFEAT & F]
Total assets G
Total liabilities EfrdEs
Contingent liabilities SRR
and commitments HEE

Capital expenditure ~ FFEREAR
during the year B2

Sy (41

(b) &5y
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FEME 7y B0 BORHE AR S i S S BB &
BENRZ HRS AT Z 0TI LB R B FTE
o SR N F SRS B A AR
R R LI P AT B T LA 53

2022
Other Asian

Mainland Countries and Inter-segment
Hong Kong China Regions Others elimination Total

HAEEME 2R SEEZ
wE P oSl At Rt 4
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEHETT AREET BEEHET BEEEET AlEEET  BEEET
11,081 4,832 770 1,590 (319) 17,954
3,167 (179) 938 1,015 - 4,941
549,662 248,570 51,427 80,336 (47,170) 882,825
487,253 219,631 43,686 72,621 (46,712) 776,479
94,745 242,178 8,729 6,749 - 352,401
327 442 24 4 - 797

2021
Other Asian

Mainland Countries and Inter-segment
Hong Kong China Regions Others elimination Total

HoAEEMEIZR SEfEZ
T Pt ot HoAl LGRS HEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEETT AMEETT AEHETT  EEEET BEEET  BEEET
9,955 4,749 607 1,339 (367) 16,283
4,332 314 506 984 - 6,136
561,867 265,892 48,636 74,969 (43,894) 907,470
490,974 234,521 41,315 67,727 (43,117) 791,420
85,900 175,419 9,295 7,596 - 278,210
577 301 43 5 - 926



24. CASH AND BALANCES WITH BANKS (Note 47(a)(ii)) B4 RIESTINEEEE (H/e247(a)(ii))

25,

Cash in hand W
Balances with central banks
Balances with other banks

Less: Impairment allowances (Note

43(a)(ix)) W ORAEER C(HEE43(a)(ix) )
- Stage 1 - EPEE
- Stage2 - ETIERE
- Stage 3 - EEIEE

PLACEMENTS WITH AND ADVANCES TO BANKS (Note 47(a)(ii) 1ESRATHIEESREER (H/sL47(a) ii))

Placements with and advances to banks ~ 7ESRTTHVEERR
Maturing FI AR
- within one month -1EAN
- after one month but within one year - HEA Z14H
- after one year - 1%
Less: Impairment allowances (Note
43(a)(ix)) W RAESE (h7E743(a)(ix) )
- Stage 1 - ETEE
- Stage 2 - EIEE
- Stage 3 - BElEE
Of which: Her:

Placements with and advances to central

banks T S ERITHIFERR R K

TEHF SRR TGS
TEHANSRI TGS 7
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E=vEd

=TTy

2022 2021

HK$ Mn HK$ Mn
AWEETT AWEETT
1,465 1,016
34,496 37,463
18,620 16,612
54,581 55,091

(2) (3)

2 (3)

54,579 55,088
2022 2021

HK$ Mn HK$ Mn
BEEET AEEET
52,337 73,104
7,867 1,639
60,204 74,743

1) 1)

(1) (1)

60,203 74,742
495 -




26. TRADEBILLS ¥ 5ZEg

Measured at amortised cost
Less: Impairment allowances (Note
43(a)(ix))
- Stage 1
- Stage 2
- Stage 3

Measured at FVOCI

27. TRADING ASSETS XS R®REE

Treasury bills (including Exchange Fund
Bills) (Note 47(a)(ii))

Debt securities (Note 47(a)(ii))
Equity securities

FEBEARAE T 2
T ORMERER (fYE243(a)(ix) )

- HRE
- HoRE

- B

2 AR HA 2T s DU R PR (E T
7

BIEEE S (EfEIMNER S IEE)
(HhfEE47(a) (i) )

B8 (W77147(a)(i) )

WAy s 25

28. LOANS AND ADVANCES TO CUSTOMERS ZEFSERKEK

(a) Loans and advances to customers

Loans and advances to customers at

amortised cost

(a) FFEEREK

FHEH RS T RATE P SR

27,
K

Less: Impairment allowances (Note 43(a)(ix)) & : JAEZAEMH (/1343(a)(ix) )

- Stage 1
- Stage 2
- Stage 3

-
- B

Sy —

- BEER
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2022 2021
HK$ Mn HK$ Mn
AT ETT AT ETT
41 560

41 560

488 10,212

529 10,772

2022 2021

HK$ Mn HKS$ Mn
R ETT HAEETT
292 -
983 1,632

255 851
1,530 2,483

2022 2021

HK$ Mn HKS$ Mn
R EETT HAEETT
549,014 548,808
(6,620) 4,371)
(1,084) (667)
(1,018) (527)
(4,518) (3,177)
542,394 544,437
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28. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED) ZFREEER (4)
(b) Loans and advances to customers - by industry sectors (b) EEEFREFK — HATHESTE
The analysis of gross advances to customers and the percentage of AT Y SEAN R P B A A R PR A 4y

secured advances by industry sector is based on the categories and LE e e R TR B ER R E 3% -
definitions used by the HKMA.

2022 2021
% of gross % of gross
advances advances
covered by covered by
Gross collateral Gross collateral

advances  AIEAEGK advances HIRHREK
o HYESYEE B BYE SR

HK$ Mn % HK$ Mn %
BREETT HOER B EHET HR
Loans for use in Hong Kong TER B A ER
Industrial, commercial and financial TR
- Property development — YR 36,872 59.19 34,103 54.12
- Property investment — YEEREE 52,366 92.57 50,280 91.88
- Financial concerns — e 14,892 67.56 15,514 50.18
- Stockbrokers — HEEEARL 708 99.54 1,957 99.99
- Wholesale and retail trade — fEFETERE 6,560 56.18 7,742 47.86
- Manufacturing — B 4,485 29.00 4,810 32.51
- Transport and transport equipment  — i SR 5,495 42.22 5,531 46.15
- Recreational activities — JREEEE) 347 93.76 304 87.23
- Information technology — HRHL 1,438 34.22 1,268 2.13
- Others — HAt 16,262 49.00 15,365 58.85
Sub-total /Nt 139,425 69.69 136,874 66.89
Individuals fEA
- Loans for the purchase of flats in - N
thg Home CF))wnership theme, - E%; FE%E}E\\E‘;;F
Private Sector Participation B ZER
Scheme and Tenants Purchase EETE, K THEE
Scheme HE#, BFE 1,200 99.97 1,337 100.00
- Loans for the purchase of other — WEEAM TR
residential properties = ¢4 91,944 99.95 91,532 100.00
- Credit card advances — [EHFREK 4,115 0.00 4,284 0.00
- Others — HAt 24,367 55.23 28,182 63.75
Sub-total /Nt 121,626 87.61 125,335 88.43
Total loans for use in Hong Kong TEA BT Y SR AasH 261,051 78.07 262,209 77.18
Trade finance HGRE 5,110 38.56 6,088 32.92
Loans for use outside Hong Kong (Note) 7E & A LAIME FHRYES K (74 282,853 35.50 280,511 36.83
Total advances to customers B PR 549,014 55.75 548,808 56.07
Note: Loans for use outside Hong Kong include the following loans for use F T EEBELISME T B I L A
in Mainland China and loans for use outside Hong Kong and BTEE R FEIA R BB LIS ME ST EE

Mainland China.
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28. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED) ZFE&E# k&K (&)

(b) Loans and advances to customers - by industry sectors (continued)  (b) B &R LR — F{T¥ESE (&)

2022 2021
% of gross % of gross
advances advances
covered by covered by
Gross collateral Gross collateral

advances  AEHMHIEGK advances HEHEGK
e HYE ST EE S HIE s EE

HK$ Mn % HK$ Mn %
BREET B AEEET SRS
Loans for use in Mainland China TEPI I FHAY &K
Industrial, commercial and financial TR
- Property development — YR 38,339 33.92 44,747 34.37
- Property investment — YEEREE 10,918 76.61 14,134 80.56
- Financial concerns — R 43,747 0.79 47,765 0.00
- Stockbrokers — BEEKL 678 100.00 - -
- Wholesale and retail trade — fEFETERE 9,331 13.91 10,837 13.94
- Manufacturing — B 13,291 7.76 11,219 5.76
- Transport and transport equipment ~ — R ELE R 2,077 81.44 811 43.46
- Recreational activities — JREEEE) - - 25 100.00
- Information technology — HRHL 1,994 0.27 1,967 0.43
- Others — HAth 18,709 11.63 17,618 12.24
Sub-total /NGt 139,084 20.56 149,123 21.10
Individuals fEA
- Loans for the purchase of other — WEEEAM YR
residential properties =4 13,139 100.00 15,762 100.00
- Credit card advances — EARESK 4,962 0.00 6,370 0.00
- Others — HAth 16,340 3.34 12,724 5.28
Sub-total /Nt 34,441 39.73 34,856 47.15
Total loans for use in Mainland China 1 P3E{ AR SRS 173,525 24.37 183,979 26.03
Loans for use outside Hong Kong and 1&gt 5z 75 & DAY M FH Y &85
Mainland China
Industrial, commercial and financial T p§4:fl
- Property development — PR 11,335 56.55 12,478 55.51
- Property investment — YA 40,054 78.58 35,709 86.24
- Financial concerns — R 3,379 41.54 2,960 53.28
- Wholesale and retail trade — fiLEEEE 4,184 18.43 4,017 18.08
- Manufacturing — g 13,440 3.69 8,000 1.09
- Transport and transport equipment — g ELE % # 3,069 44.94 3,207 55.06
- Recreational activities — IREEET) 517 94.78 367 92.39
- Information technology — EallRHE 4,063 8.12 3,895 8.57
- Others — HA 25,444 45.35 21,089 37.81
Sub-total et 105,485 5147 91,722 55.20
Individuals BA
- Loans for the purchase of other  — [BEE H A3 YA EZK
residential properties 3,767 100.00 4,125 99.68
- Credit card advances — (SHFEH 2 0.00 2 0.00
- Others — HAh 74 87.24 683 97.84
Sub-total /Nt 3,843 99.70 4,810 99.37
Total loans for use outside Hong Kong  7E A 2 3k DL MsE FH AV &K
and Mainland China 4 109,328 53.16 96,532 57.40

Total loans for use outside Hong Kong  1£7 LIS M F Y BRI ARER 282,853 35.50 280,511 36.83



28. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED) ZFE&E# k&K (&)

(b) Loans and advances to customers - by industry sectors (continued)

Individually impaired loans, as well as relevant information, in respect
of industry sectors which constitute 10% or more of total advances to
customers are as follows:

wE

(i) Property development () VELRE

a. Individually impaired loans a. EMEFIRER K
b. Specific provisions b. Rk
c. Collective provisions c. BRI
d. New provision charged to income d. FAUES T BHRYAE M
statement
e. Written off e. fifiH
(ii) Property investment (i) PERE
a. Individually impaired loans a. EMEFIRER SR
b. Specific provisions b. Rk
c. Collective provisions c. BERGEM

d. PR TRSTIAHI A

d. New provision charged to income

statement
e. Written off e. fifiH
(iii) Loans for purchase of residential (iii) WEEHAM G TYEN
properties B
a. Individually impaired loans a. CERTFREREK
b. Specific provisions b. FkAEM
c. Collective provisions C. SR
d. New provision charged to income d. PUERR S HRAER
statement
e. Written off e. fiis4
(iv) Financial concerns (iv) SR
a. Individually impaired loans a. CERFRERERK
b. Specific provisions b. FFRAEM
c. Collective provisions C. SR
d. New provision charged to income d. PUERR S HRAER
statement
e. Written off e. fiisH

The specific provisions represent lifetime expected credit loss
provisions for credited impaired (Stage 3) exposures and the
collective provisions represent the 12-month and lifetime expected
credit loss provisions for non-credit impaired (Stage 1 and Stage 2)
exposures.

2022
HK$ Mn
AEME T

8,114
2,643

502
2,949

659

3,325
956

286
589

605

318
13

40
34

43
27

118
107
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(b) & ERRETR - AT ()

DUR AT B AL P 3R AT 70 Z B
ARG EAE BB E R SR~ DU FEAHR &k

2021
HK$ Mn
AE T

1,009
326

206
607

87

2,552
1,375

87
1,644

12

270
10

27
146

64
34

43
201

FRAE (R B (5 B R & €T T E &
HE (E=REED BH R
JREAE 1 218 H R S EHARITERIE &E% (55—
FEEL R sE B ) HEff

EFRIERESE
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28. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED) ZFE&E# k&K (&)

(c) Loans and advances to customers — by geographical areas

() HFSREN — HEH

The information concerning the breakdown of the gross amount of
advances to customers by countries or geographical areas is derived
according to the location of the counterparties after taking into account
any transfer of risk in accordance with the requirements of Banking
(Disclosure) Rules. In general, such transfer of risk takes place if the
claims are guaranteed by a party in a country which is different from
that of the counterparty or if the claims are on an overseas branch of a
bank whose head office is located in another country. The location of a
party is determined by its residence which is the economic territory
under whose laws the party is incorporated or registered. This
requirement is different from the allocation under segment reporting in
Note 23 which is prepared in a manner consistent with the way in which
information is reported internally to the Group’s Senior Management.
The specific provisions represent lifetime expected credit loss
provisions for credit impaired (Stage 3) exposures and the collective
provisions represent the 12-month and lifetime expected credit loss
provisions for non-credit impaired (Stage 1 and Stage 2) exposures.

REE (BRATE (HZER) M) - & 5 Salssis
B 2 Bl Sy 7y SRR AR R S 2 T AT >
FEEBEERRRGHN - —iKiS - AR
PRSI IR 5 T AT B R 1Y — 5
PELR - Bz FRE EIT W2 RTHYESN
7 M2 IRTT RIS R A0 I F 3R S 2 T
FEM - B (8 B2 o HH — (B B SRR 2 55—l
9 o —JIHIFTIEM I ELE (MR E > TR
TE R A 4 77 R T BB ST AR A A R E ) AR 4H
+ o PEEORBTEE23 B ST RO E > 1R
HER ST AN E R R TR S B EE AR
BT AR - FEERAE AR RUE (B B &
LPHNITHIRE Bk (CE=IEEY) dEf R sk
R HEIRRE S SRR 1208 5 K& R T
EEER (BRI #Ef -

2022
Advances
Total overdue for Impaired
advances to over three advances to Specific Collective
customers months customers  provisions provisions
A3 (E A
FFEK AR BEE P
HaEH K K Rk B
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AlEET  BEEET AlEHE T AEEET  BEEET
Hong Kong i 270,332 552 1,924 813 450
Mainland China A 183,886 4,405 10,824 3,623 1,069
Other Asian Countries and SR MBS K
Regions B2iA 30,227 48 58 8 109
Others HAth 64,569 - 339 74 474
Total HaER 549,014 5,005 13,145 4,518 2,102
% of total advances to a2t

HIE e

customers

2.39%
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28. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED) ZFE&E# k&K (&)

(c) Loans and advances to customers — by geographical areas (c) BREEF B — &I (8)
(continued)
2021
Advances
Total  overdue for Impaired
advances to over three  advances to Specific Collective
customers months customers  provisions provisions
HH3(E A
& FEGR LR BEEF
HaEn K K FiRAEd TR
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn

AEEET  OBREHET  BRHET BNHETT  BREET

Hong Kong T 264,285 409 1,218 254 136
Mainland China i 202,365 2,020 4,589 2,822 755
Other Asian Countries and FAEEE S e

Regions Il 28,036 22 164 101 62
Others HoAh 54,122 - 6 - 241
Total HagE 548,808 2,451 5,977 3,177 1,194
% of total advances to (XY LA

customers HYESTEE 1.09%

Impaired loans and advances are individually assessed loans with SRR B R A (8 ] L 2 ok (9 17 2 {1
objective evidence of impairment on an individual basis. The above BIESEAEYEEL - Pt g B s o e - 2

information by countries or geographical areas is derived according to TR 5 A AT O e R R e R 2 -
the location of the counterparties after taking into account any transfer

of risk.
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28. LOANS AND ADVANCES TO CUSTOMERS (CONTINUED) ZFRE#EERR (4)
(d) Loans and advances to customers — net investment in finance leases (d) Z &R RER — MEHEFEELE

Loans and advances to customers include net investment in equipment TP R B A E DA S R A%
leased under finance leases. The total minimum lease payments B - AR R R S PR 0 (R S s > R
receivable under finance leases and their present values at the year HEEMT

end are as follows:

2022 2021
Present Interest Present Interest
value of the income Total  value of the income Total
minimum relating minimum minimum relating minimum
lease to future lease lease to future lease
payments periods payments payments periods payments

R LB AR RS AR AR
{IFRERE FIEHA IR €ct HRERE FIBUWA R €ct
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BREHET OBWEHET  BREET BEEET BEEET EHEET
Amounts receivable:  TEUTIESX

Within one year 1D 179 69 248 190 53 243
After one year but

within two years VEDBE2FEN 151 62 213 156 49 205
After two years but
within three years 2F LR BIFN 141 56 197 144 45 189
After three years but

within four years SFELUEEAFEN 124 51 175 136 42 178
After four years but

within five years AL R BEFN 120 48 168 127 39 166
After five years SHEDIR 1,614 336 1,950 1,776 287 2,063

2,329 622 2,951 2,529 515 3,044

Less: Impairment

allowances R AEE (10) (11)
Net investment in R E Y%
finance leases &EHE 2,319 2,518

The net investment in finance leases is carried on the statement of AETHE N BN E R P S R B i

financial position as loans and advances to customers. No accrual is FEAR 2 hFIEE > S A B R A F B Y A ST
made for the interest income relating to future periods. =



29.

INVESTMENT SECURITIES

Treasury bills (including EEE% (HEINEERS
Exchange Fund
Bills)(Note 47(a)(ii))

Certificates of deposits
held (Note 47(a)(ii))

Debt securities (Note

47(a)(ii)
Equity securities
Investment funds

Treasury bills (including EE &% (HIEIMNEES:
Exchange Fund
Bills)(Note 47(a)(ii))

Certificates of deposits
held (Note 47(a)(ii))

Debt securities (Note

47(a)(ii))
Equity securities
Investment funds

Equity securities designated at FVOCI

wHEES

g (it
47(a)(ii) )
FEFGE (W7
47(a)(ii) )
s (Mt
47(a)(ii) )
ey
g e

C i
47(a)(ii) )
FrAERGE (i
47(a)(ii) )
BT (M
47(a)(ii) )
idhr e
fhaers o

Equity investments held for long-term

strategic purposes
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FPATE RIS R

2022
Mandatorily
measured at Measured at Measured at
FVTPL FVOCI amortised cost Total
safilfEEEm EeEBE e
DARHVATHEE s AR AT R
i B2 FHE el
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
R T AWEETT AWEETT AWEETT
- 22,390 2,428 24,818
- - 809 809
3,270 105,167 11,225 119,662
37 839 - 876
842 - - 842
4,149 128,396 14,462 147,007
2021
Mandatorily
measured at Measured at Measured at
FVTPL FVOCI amortised cost Total
afilEEEm  eEeE e
DU LA SHEE Wi AR N S TSR
i EiEs & shE el
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
R T AWEETT AWEETT AWEETT
- 22,844 2,025 24,869
- - 646 646
4,365 101,968 13,875 120,208
42 712 - 754
1,030 - - 1,030
5,437 125,524 16,546 147,507
HHE RIBEEE WS DU A P RENR B
2022 2021
Dividend Dividend
income income
recognised recognised
Fair value CHERL  Fair value R
ATHEE RS ATHEE REEUA
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEET  AYEET BYEET BEEETT
839 16 712 22

As at 31 December, 2022, equity securities designated at FVOCI
amounting to HK$839 million (2021: HK$712 million) were held for
long-term strategic purposes, of which HK$694 million (2021: HK$588
million) was attributable to the fair value of the Bank’s investment in
China UnionPay Co., Ltd. None of these strategic investments was
disposed of during 2022 and 2021, and there were no transfers of any
cumulative gain or loss within equity relating to these investments.

F22022512 331 H - FrATERIIRIS IR Z 5 E R
A S T e DU B O PR (B Y R (0 78 55 30 Rtk
#8.39f87T (20214 : J&¥E7.12(87T) -~ HA g
6.94{F T (20214F : ¥E5.88(F7T) MATTHHE
SRIE R A B IR A T Z B A PHEE - 2022 )
2021 FENA M EZ F RIS - INGARZ S
P H RE R RS TR R 2 B



30.

INVESTMENTS IN SUBSIDIARIES

MEAEHE

The following list contains only the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group. The class

of shares held is ordinary.

Details of these companies are as follows:

Name of company

AL

Ample Delight Limited
RITARRAHE

Bank of East Asia
(Trustees) Limited

REEIRTT (f538) AN

BEA Consortium GS Investors
L.P.

BEA Union Investment
Management Limited
O I R E A TR A H]

BEA Union Investment
Management (Shenzhen)
Limited

HERpR R EEE ORI AR
|

Central Town Limited

TEhEEEAIRAE]

Century Able Limited
M EATRAE]
Corona Light Limited

Credit Gain Finance Company
Limited
FHEMBARAE

Crystal Gleaming Limited

Dragon Jade Holdings
Company Limited

AR AR AT

East Asia Digital Information
Services (Guangdong)
Limited (Note 1)

RoBdBES RS (EHR) A
RAE (#1)

Place of
incorporation
and operation
BRI E-£S

Hong Kong
ok

Hong Kong
Ea

BVI
R L

Hong Kong
i

PRC
g N RRIEA

El

Hong Kong
Fic

Hong Kong

/

BVI
HER L

Hong Kong
ok

BVI
RS

Hong Kong

PRC
SEEIN I E

Issued and paid-up
capital
ERTRERRS
HK$;#7%450,000,0007T

HK$;#%150,000,0007T

NIL

HK$#%374,580,0007T

US$6,000,0003%7T

HK$&H27T

HK$3#1£929,752,8497T

HK$:#1£929,752,8497T

HK$;#7%640,000,0007T

HKS$;#1%929,752,8497T

HK$;#7%1,127,510,000
T

US$3,000,00035 7T
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DU i L B FRE AE RS - HEREEA
EARENENE - ERDE S ER -

P ATEFEENT

% Held by
The The
Bank Group
$RAT E=HE

FribtEss  PribiEss

100%

100%
100%

51%
51%

100%
100%
100%

100%

100%

100%
100%

Nature of business

EBUE

Investment holding
AR

Trustee service

{EFERs

Acting as a limited
partner for the
purpose of making
investment in private
equity fund

HEAREEEB AN
(Bitagik=2"55

Asset management

wE

Asset management/
Investment
management

BEEH REEH

Property investment

{UE i
Investment holding

fitgeititd

Investment holding
fa—siiite

Money lenders

BEA

Investment holding
Ei g eiiling

Investment holding
fitgeiitd

Servicing

ilc%e:
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*

31.

INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Name of company

AT

East Asia Facility Management

Limited
e E A IR AE

East Asia Holding Company,

Inc.

East Asia International
Trustees Limited

East Asia Securities Company

Limited
HETG AR

Skyray Holdings Limited

Speedfull Limited

The Bank of East Asia (China)

Limited (Note 1)
HEagT (PR AIRAE
(o)

Place of
incorporation
and operation
BRIl &£ 3
R

Hong Kong

/

US.A.

BVI
B e

Hong Kong

/

BVI
HER LS

BVI
B

PRC
g N RALAIEY

KEATRE (8D

Issued and paid-up
capital

BT REURRA

HK$##510,0007T

US$5£TT

US$1,301,0003%7T

HK$#1%25,000,0007T

HK$;#1%450,000,0007T

HK$;#%450,000,0007T

CNY AR#
14,160,000,0007

*  Audited by auditors other than KPMG with total net assets and total *
income constituting approximately 0.6% and less than 0.1%

respectively of the related consolidated totals.

Note:

1. Represents a wholly foreign owned enterprise registered under the 1.

PRC laws.

% Held by
The The
Bank
8R1T £E

it A

100%

100%

100%

100%

100%

100%

100%
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Nature of business

EBMHE

Facility management
SRt B

Bank holding company
PRATHERE A F]
Trustees service

ERCIRES

Securities broking
HHEE

Investment holding
ficge2tiid

Investment holding
ficge2tiid

Banking and related
financial services

HRAT RO B R RS

TR A BT BT T 10y 2 A - BRI
T EEFABRRACA BT 7 15 Hl o 5 358

#70.6% A7+ 0.1% -

m

FEIRIE P FEN RIERIE AP IS &+ B

INVESTMENTS IN ASSOCIATES AND JOINT VENTURES & AT RAEEMNERE

Share of net assets
Goodwill

Less: Impairment allowances

e

[

K R A

2022 2021
HK$ Mn HK$ Mn
BIEETT AHEETT
9,408 9,270

452 476

9,860 9,746
(799) (799)

9,061 8,947
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31. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (CONTINUED) BtBAEKAELERE (4)

The following list contains only the particulars of principal associates and PURFIE RS AR EEN EER e AT R a A
joint ventures. S
Place of % of ordinary shares % 3EH%
incorporation held by
Name of company and operation The Bank The Group Nature of business
AEETE R e SRITAMGMERE  BREFTGRER  RBMEE
Associates Bt/ 5]
Listed Erif
AFFIN Bank Berhad Malaysia 23.79% Banking and related

FE2kpEEE financial business
SRAT AR EET

Unlisted JE k17

Brilliance-BEA Auto Finance Co., Ltd. PRC 22.5%  Auto finance and other
R SRR A F] SEIN=E related financial
businesses
TRE SR HA A R
RSETS
Dolford Property Holdings Limited BVI 30% Investment holding
GLBE RS, Eita ety
East Asia Qianhai Securities Company PRC 49% Securities business
Limited i \ RS G O SETS
e e AR AT
Guotong Trust Co., Ltd PRC 15.38% Trust and other financial
B LA TR ] g A LRI business

(ERC R E A ERISER

Industrial and Commercial Bank of China  Canada 20% Banking services
(Canada) JIE-VN SRAT AR5

R TR T (InER) AIRAH

Industrial and Commercial Bank of China  U.S.A. 20%  Banking services
(USA) N.A. £H SRAT RS

PR TR T (5B

Million Fortune Development (Shenzhen)  PRC 25%  Property development
Co., Ltd. g \ R SLAIED (e iy
BEWREFE OFI) BRAFE
Platinum Holdings Company Limited Cayman Islands 30% Investment holding
PSR B
Shanghai Ctrip Financial Information PRC 9.6% Financial services
Services Co., Ltd. i \ R ALFIE < RlHR S

e eRE S REARAE



31.

INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (CONTINUED)

At 315t December, 2022, the fair value of the Group’s investment in
AFFIN Bank Berhad (“AFFIN”) based on the quoted market price had
been persistently below the carrying amount for a period of time. As
a result, the Group performed an impairment test on the investment
using a value-in-use (“VIU”) methodology and this demonstrated that
the recoverable amount of the investment was HK$3,917 million. The
recoverable amount was higher than the carrying value of HK$3,727
million and no further impairment charge was recognised (2021: no
impairment charge). The VIU calculation uses discounted cash flow
projections based on AFFIN’s latest forecast of financial results and
estimates made by the Group’s management for the next five years
and extrapolating in perpetuity using a long-term growth rate of 3% to
derive a terminal value. Discount rate of 11.95% (2021: 11.49%),
which is based on a Capital Asset Pricing Model calculation for
AFFIN, is used in the VIU calculation.

The following table illustrates the impact on VIU of reasonably
possible changes to key assumptions. This reflects the sensitivity of
the VIU to each key assumption on its own and it is possible that more
than one favourable and/or unfavourable change may occur at the
same time.
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WEASRARERRELE (&)

2022412 H 31 H » f# i@ E0 A R EE - RE
% AFFIN Bank Berhad ( TAFFIN | ) &M
EFRFE (A IR TR (E — EREER - Rt > AR S R IE i
FoE B A EE T E A TRE R HEERIE
TR U el 40 Ry iaTlE 39.17 (BT - FHFY Tk
SHEE BT 37.27 (BT IRAIE - A A SRR
HYNREIRK (2021 F9ARMEIRL) - (IREERT
BEOTERA T EEEEBEN AFFIN Eoiiivir 5L
Y TECHI DA R 6 R 2 AR B s A HT SRR i = FECH -

{55 FH 3% s Rk A MRS A (EE - 12
EEFE AT ERER AFFIN (SRS T EEEE

BEEH 11.95% (2021 4F 1 11.49% ) = -

TR T B ey & ] R A (Y
B o AR WG A (A % E AR A S
[ - BB — A I R BN FI| S B A T A [ 3%
)

Favourable change Unfavourable change
B RIS
Increase in VIU VIU Decrease in VIU VIU
il B (3 i FH{EE {5 FR (B LR B E
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AREEET AREEHET AEEHET BEEET
IAt 315t December 2022
h2022512H31H
Discount rate -50 bps +50 bps
HTER B 269 4,186 LB (239) 3,678
Long-term growth rate +50 bps -50 bps
R ESR AL 36 3,953 BB (32) 3,885
Expected cash flows
THEIFRER +10% 392 4,309 -10% (392) 3,525




31.

32.

INVESTMENTS IN ASSOCIATES AND JOINT VENTURES (CONTINUED) B NATEIRAELERE (B)

Aggregate information of associates and
joint ventures that are not individually
material

Aggregate carrying amount of individually
immaterial associates and joint ventures
in the consolidated financial statements

Aggregate amounts of the Group’s share of
those associates and joint ventures

Profit/(loss) after tax
Other comprehensive income
Total comprehensive income

Reconciliation of carrying amounts to the
Group'’s total interest in the associates
and joint ventures

Carrying amount of material associates and
joint ventures

Carrying amount of individually immaterial
associates and joint ventures

Interest in associates and joint ventures in
the consolidated financial statements
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2022 2021
HK$ Mn HK$ Mn
HEE & HHEH T
ERFREAFEAT RAERES
AR EREE A E REERER
AR SRR (E 9,061 8,947
REEEZERE AT R EERE
ZUETI&E
TREREREGF (B8R 855 (234)
Hofth A S (511) (186)
AR YEAR 344 (420)
IRH EAAEERRE AT R EE
EARERS BIIR
EARE A R EEREZIRAE - -
ERAREREE AT REEREZ
IRTEME 9,061 8,947
ELFEMHRRTHEATREE
RS 9,061 8,947

GOODWILL AND INTANGIBLE ASSETS W NEREE

Goodwill and intangible assets include goodwill arising on business
combinations and acquired intangible assets. Acquired intangible assets

P R JE T E AR RS TS  BF E A HI R
ANV RE - WA & A AR TR

are amortised over their estimated economic useful life. Bles o
2022 2021
HK$ Mn HK$ Mn
AHEETT AEEET
Goodwill i 1,460 1,460
Acquired intangible assets W A S & 410 425
1,870 1,885




32. GOODWILL AND INTANGIBLE ASSETS (CONTINUED)

(a)

Goodwill

At 1% January P1H1H
Transfer to asset classified as assets

held for sale (Note 55) 55)

At 31 December W12H31H

Impairment tests for cash-generating units containing goodwill

Goodwill is allocated to the Group’s cash-generating units (CGU)

identified according to business segments as follows:

Personal banking {EASRIT
Wholesale banking ftaEsRe T
Treasury markets &S

The recoverable amount of the CGU is determined based on value-
in-use calculations. These calculations use cash flow projections
based on financial budgets approved by management covering a
five-year period. Cash flows beyond the five-year period are
extrapolated using the estimated rates stated below. The growth
rate does not exceed the long-term average growth rate for the
business in which the CGU operates.

The discount rate used for value-in-use calculations is 7.98% (2021:
9.8%) and the long-term growth rate is 3% (2021: 2.8%).

Management determined the budgeted net profit based on past
performance and its expectation for market development. The
weighted average growth rates used are consistent with the internal
forecasts.
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HEREVEE (40

WENARFAFHERE (M2

R
2022 2021

HK$ Mn HK$ Mn

AT T SN

1,460 1,474
- (14)

1,460 1,460

B SR B A A B B

AR B NP B T AT A A
BAAE ¢

2022 2021

HK$ Mn HK$ Mn
R EETT B EETT
849 849

453 453

158 158

1,460 1,460

R4 A 7 B 9 T o [ < BRI AR I (o A (B 5T
H e sHEITARINEHEERER 5 FMBTHE
W IRAEMET - i 5 FHIRIIB R Nk
FUEEFFIZRIEEET - W REBA T BEZ IR E
B BRI R -

PR B R EE AT R 7.98% (2021 4F
98% ) REHMERE 3% (2021 4 :
28%) -

EH R R R T TS R R E TR
A o FTERFHATIORE PP R R B N B LR
= GO
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32. GOODWILL AND INTANGIBLE ASSETS (CONTINUED) mENEREE (4)

(b) Intangible assets (other than goodwill)

Intangible assets consist of building naming rights only. Intangible
assets are stated at cost less accumulated amortisation and
impairment loss (Note 2(r)).

Amortisation of intangible assets with finite useful lives is charged to
the income statement over the assets’ estimated useful lives. The
following intangible assets with finite useful lives are amortised from
the date they are available to use and their estimated useful lives are
as follows:

Naming rights: Over the shorter of the lease period of building or land

Both the period and method of amortisation are reviewed annually.

Cost DN

At 1%t January ®1H1H
Exchange adjustments VB SR EEE

At 31t December W12H 31 H
Accumulated amortisation Rty

At 1%t January W1H1H

Amortisation charge for the year

(b) fEP&EE (FERIN)

YA E N EEEEY) A A o SR AR
JkER R FOREARR SR (PR 2(r)) -

AIRE ] SIS A R Al a T o] B Us
A - DU A IRE AT R IIRY A i e {5
{56 P E e f2 LU At mT P S

AR ¢ RS L B A S

TR HIIR R e 0% -

(Note 14)
Exchange adjustments
At 315t December

Impairment allowance
At 1%t January

Charge for the year
Exchange adjustments
As at 315 December

Carrying amount at 31t December

FERENIES (M 14)
T
®12 A 31H

TAEAER
B1A1H
FRENZHH
bEE S0 e
B12H31H

Fr 12 A 31 HiRIHE{E

2022 2021
HK$ Mn HK$ Mn
AW ETT A E T
1,404 1,404
(2) -
1,402 1,404
(323) (310)
(13) (14)
- 1
(336) (323)
(656) (656)
(656) (656)
410 425




Cost or valuation
At 1%t January, 2022
Additions
Revaluation deficit
Disposals
Remeasurement
Revaluation surplus on

bank premises upon
transfer to investment

properties (Note 42(b))

Transfer from bank

premises to investment

properties
Transfer from investment
properties to bank
premises
Expiry/termination of
lease contracts
Less: Elimination of
accumulated
depreciation on
revalued bank
premises

Exchange adjustments

At 31%' December, 2022

Accumulated depreciation
and amortisation

At 1%t January, 2022

Charge for the year (Note
14)

Expiry/termination of
lease contracts

Elimination of
accumulated
depreciation on
revalued bank
premises

Written off on disposal

Exchange adjustments

At 31t December, 2022

Net book value at

31¢t December, 2022

The gross amounts of the
above assets are stated:

At cost

At Directors’ valuation
- 1989

At professional valuation
- 2022

33. FIXED ASSETS EE&ZE

FRAS B
120224E1 F1H
WE
(LT
e
R
TThk e A

BRI ALY
(v
42(b))

FATHERE AR

{UES

EEEEa=c/ESLUN
17hk
SRR

=)

B ¢ AESHTT IR
[LECES i
s
42022412 H31
H
RETHTEE B
20221 H1H
RN (M
##14)
F A

=5

P THEE Y
Retres

H RS

42022412 H31
H

HRHDF(E
42022412531
H

R E RS
TRUIR
FERAR
HHEEGE

— 19894
A
—20224
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2022
Right-of-use
assets -
Right-of-use  Furniture,
Furniture, assets - fixtures and
fixtures and Bank equipment
Investment Bank equipment premises (&R
properties| premises %{f. ~ Z{Z Sub-total| FEAMERE — Ffl - Sub-total Total
itatvE S frht: Po&idi /N — 1ThE AHE R Nt kel
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BESEE T BT S T B EET BT s T| AN EE T BEEET | BNEET | A¥EET
4,992 8,529 6,448 14,977 1,507 23 1,530 21,499
- 82 473 555 238 4 242 797
(179) - - - - - - (179)
- (209) (270) (479) - - - (479)
- - - - (15) - (15) (15)
- 354 - 354 - - - 354
493 (493) - (493) - - - B
(139) 139 - 139 - - - -
- - - - (367) @) (369) (369)
- (35) - (35) - - - (35)
(1) (303) (173) (476) (59) - (59) (536)
5,166 8,064 6,478 14,542 1,304 25 1,329 21,037
- 2,378 4,584 6,962 682 1 693 7,655
- 139 428 567 290 5 295 862
- - - - (350) 2) (352) (352)
- (35) - (35) - - - (35)
- (83) (239) (322) - - - (322)
- (110) (113) (223) (24) - (24) (247)
- 2,289 4,660 6,949 598 14 612 7,561
5,166 5,775 1,818 7,593 706 11 717 13,476
- 7,316 6,478 13,794 1,304 25 1,329 15,123
- 748 - 748 - - - 748
5,166 - - - - - - 5,166
5,166 8,064 6,478 14,542 1,304 25 1,329 21,037




Cost or valuation
At 1%t January, 2021
Additions
Revaluation deficit
Disposals
Revaluation surplus on

bank premises upon
transfer to investment

properties (Note 42(b))

Transfer from bank

premises to investment

properties

Expiry/termination of
lease contracts

Less: Elimination of
accumulated
depreciation on
revalued bank
premises

Transfer to asset
classified as assets
held for sale

Exchange adjustments

At 31%' December, 2021

Accumulated depreciation
and amortisation

At 1%t January, 2021

Charge for the year (Note

14)
Expiry/termination of
lease contracts

Elimination of
accumulated
depreciation on
revalued bank
premises

Written off on disposal

Transfer to asset
classified as assets
held for sale

Exchange adjustments

At 315 December, 2021

Net book value at

31 December, 2021

The gross amounts of the
above assets are stated:

At cost

At Directors’ valuation
- 1989

At professional valuation
- 2021

FRAS B
}20214E1 H1H
E
=g i
i
TThk e A

BRI ALY
(v
42(b))

FATHERE AR
e
SR E
=5
T ¢ AESHT T
it

YR
e ST E

2021412 H31
H

AT R
20211 51H
RN

it14)
F A
=5
ST E SR
Retres

e ST E

2021412 H31
H

HRHDF(E
17420214E12 531
H

A ER AR
TRAIR
FERAR
FE R

—19894F
A
—20214F

33. FIXED ASSETS (CONTINUED) EE&E (4)
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2021
Right-of-use
assets -
Right-of-use  Furniture,
Furniture, assets - fixtures and
fixtures and Bank equipment
Investment Bank equipment premises (&R
properties| premises %{f. ~ Z{Z Sub-total| FEAMERE — Ffl - Sub-total Total
itatvE S frht: Po&idi /N — 1ThE AHE R Nt kel
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BESEE T BT S T B EET BT s T| AN EE T BEEET | BNEET | A¥EET
4,961 8,595 6,311 14,906 1,549 26 1,575 21,442
- 120 485 605 320 1 321 926
(132) - - - - - - (132)
- (139) (304) (443) - - - (443)
- 5 - 5 - - - 5
163 (163) - (163) - - - -
- - - - (373) @) (375) (375)
- 4) - 4) - - - 4
- - (102) (102) 2) (2) 4) (106)
- 115 58 173 13 - 13 186
4,992 8,529 6,448 14,977 1,507 23 1,530 21,499
- 2,254 4,444 6,698 670 9 679 7,377
- 149 432 581 368 6 374 955
- - - - (361) @) (363) (363)
- 4) - 4) - - - 4)
- (63) (263) (326) - - - (326)
- - (69) (69) (1) 2 (3) (72)
- 42 40 82 6 - 6 88
- 2,378 4,584 6,962 682 11 693 7,655
4,992 6,151 1,864 8,015 825 12 837 13,844
- 7,781 6,448 14,229 1,507 23 1,530 15,759
- 748 - 748 - - - 748
4,992 - - - - - - 4,992
4,992 8,529 6,448 14,977 1,507 23 1,530 21,499
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33. FIXED ASSETS (CONTINUED) ElE&E (4)
Fair value measurement of properties

Vs HEEZEE
INPEES R

(i)  Fair value hierarchy (i)

The following table presents the fair value of the Group’s properties
measured at the end of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy as defined in
HKFRS 13, Fair value measurement. The level into which a fair value
measurement is classified is determined with reference to the
observability and significance of the inputs used in the valuation

technique as follows:

Level 1 valuations:

Level 2 valuations:

Level 3 valuations:

Recurring fair value

measurement

Investment properties

Fair value measured using only Level 1 inputs
i.e. unadjusted quoted prices in active markets
for identical assets or liabilittes at the
measurement date.

Fair value measured using Level 2 inputs i.e.
observable inputs which fail to meet Level 1,
and not using significant unobservable inputs.
Unobservable inputs are inputs for which
market data are not available.

Commercial - Hong

Kong

Commercial - Others

R (B EELERl) B=5 TEEAF
(B ) =8 PEED R BESE - TRIPR
AR ER A R S SIS R b A A R DU e P
ZOVHEE - YT RS A HEEEER
AR LUT iR A E R 2 8 B
EHEME

FRAHE - EEAPHHEHENRAE -2
AR E AR S B TS R B A R
B AR -

FIGMEE - BEAHEERMSE G2 H
FREHE—FTRESE > R
PRRESEIIR T2 2 - FR AT
H2URIRCATIS AR 228 -

Recurring fair value
measurement

Investment properties
Commercial - Hong
Kong

Commercial - Others

Fair value measured using significant B EE - B P EER A EENIE T EE
unobservable inputs. S -
Fair value at Fair value measurements as at
315t December, 31%t December, 2022 categorised into
2022 2022412 A 31 H & A HEE 2 5308
#+2022412H31H Level 1 Level 2 Level 3
ZATHEE E— E E=
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BHEEET BEEETT AWEETT BIEEET
EEZENATYE
EEE
Etac7/E
P - & 5,154 - - 5,154
P — Hlh 12 - - 12
5,166 - - 5,166
Fair value at Fair value measurements as at
318t December, 31%t December, 2021 categorised into
2021 2021412 5 31 HEEE A FEEZ 08
20214:12H31H Level 1 Level 2 Level 3
ZANFEE R R =R
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BWEETT AEEETT BEEETT BEEEETT
EESENATYE
EEE
Etac7/E
¥ - 4,978 - - 4,978
P — A 14 - - 14
4,992 - - 4,992




33. FIXED ASSETS (CONTINUED) EE&E (4)

Fair value measurement of properties (continued)

()

(i)

Fair value hierarchy (continued)

During the years ended 315 December, 2022 and 2021, there were
no transfers between Level 1 and Level 2, or transfers into or out
of Level 3. The Group’s policy is to recognise transfers between
levels of fair value hierarchy as at the end of the reporting period in
which they occur.

All of the Group’s investment properties were revalued by
independent valuers as at 31t December, 2022 and 2021.

Investment properties in Hong Kong were valued at HK$5,154
million (2021: HK$4,978 million) as at 315 December, 2022 by an
independent valuer, Savills Valuation and Professional Services
Limited, Chartered Surveyors, who has among their staff Fellows
of the Hong Kong Institute of Surveyors with recent experience in
the location and category of property being valued. The valuation
has been incorporated in the financial statements as at 31%
December, 2022 and it was performed on an open market value
basis. Details of valuation techniques are described below:

Information about Level 3 fair value measurement of properties

Investment properties

REYEE

Direct comparison approach

Investment properties not under construction

The fair value of investment properties is determined by adoption
of the Income Capitalisation Approach whereby the existing rental
income of all lettable units of the property are capitalised for their
respective unexpired terms of contractual tenancies whilst vacant
units are assumed to be let at their respective market rents as at
the valuation date. Upon expiry of the existing tenancies, each unit
is assumed to be let at its market rent as at the valuation date,
which in turn capitalised at the market yield as expected by
investors for each type of property. Due consideration has been
given to expectations of the renewals of Government lease upon
its expiry. The summation of the capitalised value of the term
income for the leased portion, the capitalised value of the reversion
income as appropriately deferred for the leased portion and the
capitalised value for the vacant portion provides the market value
of the property.

Valuation techniques
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YR PEEZEE (8D

ANPHEES S (8D

20224 7 20214E12 A 31 H IFFEER - 8 HE—4K
FOEE Z 4wl & 2 [ 0T8RS > JRARE S = RITEA
S - REBVBCRE RN RS RS
SHE 4R S iR -

J220224F 5: 20214F12H31H » FrA AL E
LUESSIE skt AVART VTR (=

20224212 31 H - FAETEEYIEAIE{E Rl
51.54(% 0 (20214F : HH49.78(870) - ZEW
B E AT — TR — KPR LT G
"> Hg B AFENEME gy LE R E
VIR R JE RN AT HA S B - f5 (B2 DLARH
TG E B RER > e A2022E12H31H 2 i
THA o S EFEAFETT

AR =R N HEERYE

Unobservable input

B FETTER R A S B
Income capitalisation Expected market rental
approach THHAT 5%

W ABIF A

Capitalisation rate

Premium (discount) on
quality of the buildings
B EREE D

EEERUE

TEIETEEPHIRE T

REYIZER AP EER TR A B ETE
H7 R R R R )R T A B 2 FH U AR
SYRIAREIHIAH R R - o 2e BB A AU
i E BT mEESHEY > BigRE
HHE R SRR ER - HPE
R R MG TR SO 2 REL AT 74 SO R e e 7% T 484 -
FHER ST BRI A Z B - 288 MR Ak A B 0y
ZEm B AR R (E R 22 B oy 2 R 2 S
SRR TISEE -



33. FIXED ASSETS (CONTINUED) EE&E (4)

Fair value measurement of properties (continued)

(ii)

Information about Level 3 fair value measurement of properties
(continued)

The market rentals of all lettable units are made (a) by reference
to the rentals fetched in the property and/or (b) by reference to the
lettings of similar properties in the neighbourhood. The
capitalisation rate adopted is made by reference to the yields
achieved in analysed market sales transactions and the market
expectation from property investors. This expected return reflects
implicitly the quality of the investment, the expectation of the
potential for future rental growth and capital appreciation,
operating costs, risk factor and the like.

As a supporting approach to the Income Capitalisation Approach,
the Direct Comparison Approach is also adopted as a check for
the valuation. Comparable sales transactions of similar properties
in the locality are collected and analysed each in terms of a price
per square footage. The collected comparables are then adjusted
to take account of the discrepancies between the property and
comparables in terms of time, location, age, building quality and
the like.

The fair value measurement is positively correlated to the market
rental and negatively correlated to the capitalisation rate.

The movements during the year in the balance of these Level 3
fair value measurements are as follows:

Investment properties — Commercial —
Hong Kong

Page 263

YRR EECEE (8

(ii)

EYIE - Pk - B/

At 1%t January W1H1H
Transfer from bank premises to investment B
properties T AREE Y
Transfer from investment properties to B
bank premises HIEEYIEEATTHE
Revaluation deficit EECR SEis
At 31% December ®12H31H

Investment properties — Commercial —
Others

At 1%t January W1H1H
Revaluation deficit EECR STis
Exchange adjustments PR SR B %R
At 31% December #12H31H

Fair value adjustment of investment properties is recognised in
the line item “valuation losses on investment properties” on the
face of the consolidated income statement.

All the losses recognised in the income statement for the year
arise from the properties held at the end of the reporting period.

REVIE — P35k — HAl

HRHEE = HE A FEENZE (8D

FrA EAE H B i 5 & 2 5 RUE (a) 25 thisk
SR I HH <2 B 2 (b) 2 75 BB AT AT ARt 2 JE 5] )
% o R BIRRESE NN HBLER S G
Z B B ) R TR S TH I o DL TR (]
VBB ERYE R - TR S0 & A
BAERTET] ~ BERA - BN HEAM -

FRur A8 RS - AN R E R LEEOR DU
{8 » FERPAT AT LB R Y5k 2 X S & iU sR
Feorth o PEtREE—FREE - Bzt
B BRI P58 R T EE BN R AT A R 0 AR
fi] ~ (LE - MR ~ BT E R HAM R -

FREE 2 V(M B T 35 <5 T TR A o M e B2
JE&

2022 2021
HK$ Mn HK$ Mn
AT ETT AT ETT
4,978 4,947
493 163
(139) -
(178) (132)
5,154 4,978
14 14

(1) -

(1) -

12 14

REVEN A PHERBESalmR EY TH
YRR ) T T HET -

PR HESE I A R IR 2 2 2 5 $R PR B R 2 35030
RFFRZM% -



33. FIXED ASSETS (continued) EE&E (%)

Fair value measurement of properties (continued)

(ii)

Information about Level 3 fair value measurement of properties
(continued)

The net book value of bank premises and investment properties
comprises:
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YEE A PEEZEE (8D
(i) ARIH=SEENFEENYSE (8D

FTHE R AR A YRR D E A1

2022 2021
Investment Bank Investment Bank
properties premises properties premises
&Y Tk EYIFE 174k
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ABEETT BEWEETT AEEETT AEEETT
Freeholds KAGERE
Held outside Hong Kong EEBLIIMEE 12 606 15 607
Leaseholds TR
Held in Hong Kong TETAE
On long lease (over 50 FHIHLT (504LA
years) ) 4,003 1,620 4177 1,610
On medium-term lease HFHLY (10250
(10 - 50 years) ) 1,151 1,163 800 1,223
Held outside Hong Kong ET BN
On long lease (over 50 FHIHLT (504LA
years) ) - 13 - 15
On medium-term lease ThfELy (10£50
(10 - 50 years) ) - 2,363 - 2,685
On short-term lease JIITEAT (1042
(below 10 years) ™) - 10 - 11
5,166 5,775 4,992 6,151

The Group leases out investment properties under operating
leases. The leases typically run for an initial period from 1 to 5
years, with an option to renew the leases after that date at which
time all terms are renegotiated. None of the leases includes
contingent rentals.

Rental income from investment properties held for use under
operating leases amounted to HK$133 million in 2022 (2021:
HK$143 million).

FEE DB B A T A Y - HEFEE
W ESE - FIHIH (& 7] F A4 {H Ef U
Tyik o ATATHAIE A ERESETEE -

REER - DLCETH ST AU e R & YIE 2 FH UL
AFHERE1.33( 70 (20214F 1 JBH1.43(07T) -



33. FIXED ASSETS (continued) EE&E (%)

Fair value measurement of properties (continued)
(ii) Information about Level 3 fair value measurement of properties

(continued)

The total future minimum lease

payments of investment

properties under non-cancellable operating leases are receivable

as follows:

Within one year

After one year but within two years
After two years but within three years
After three years but within four years
After four years but within five years
After five years

34. OTHER ASSETS HfthZE

Accrued interest
Customer liabilities under acceptances

Other accounts
Less: Impairment allowances (Note
43(a)(ix))
- Stage 1
- Stage 2
- Stage 3

Assets held for sale (Note 55)

1ELLA
1ELIRE2EN
2FELUIREIFN
SFELULEAFN
AEDIRESTEN
SELITR

JESHFIR
RRE P&
HAARIH

B ORI (E3(@) ()
- R
- EmE

- FH=PEER

FrATEHERE (4/:55)

(i)

YEE A PEEZEE (8D
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HRHEE = HE A FEENIZE (8D

DI AT s R i S A A SRR AR SR A [

JESORE B A s T

2022 2021
HK$ Mn HK$ Mn
HBEEETT AMEETT
104 108
38 55
14 16
3 5
- 3
159 187
2022 2021
HK$ Mn HK$ Mn
AMEETT HBEEETT
3,537 2,649
27,796 28,674
8,094 9,068
(219) (132)
(15) (8)
(10) (2)
(194) (122)
39,208 40,259
27 2,264
39,235 42,523
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35. FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS

HE BB UM HEENSHAE

HATHIF R A B
ERTEGE
ERTHEES

Deposits and balances of banks
Certificates of deposits issued
Debt securities issued

Financial liabilities above have been designated as at FVTPL when the
Group holds related derivatives at FVTPL, and designation therefore
eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

The amount of change, during the year and cumulatively, in the fair
value of financial liabilities designated at FVTPL that is attributable to
changes in the credit risk of these liabilities and recognised in other
comprehensive income is set out below.

Balance at 1% January PHA1H 48R

Recognised in other comprehensive

income during the year Eoxil
Deferred tax RIERIE
Balance at 315! December W12A31H4E 6

There was no transfer of cumulative gain or loss within equity due to
de-recognition of liabilities designated at FVTPL during the year (2021:
Nil).

The change in fair value attributable to changes in credit risk on
financial liabilities is calculated using the difference between the fair
value of the financial liabilities at the reporting date and the present
value computed with adjusted asset swap spread.

The carrying amount of financial liabilities designated as at FVTPL was
HK$428 million lower than the contractual amount due at maturity
(2021: HK$46 million lower).

2022 2021
HKS Mn HK$ Mn

I EETT BIEEETT
4,545 3,639
19,001 32,618
811 620
24,357 36,877

AR EFTA TR E Ry iR R DS PR E A BT
ATHE - DRl e s E Rl B R DU HE
{H > MIRZIEE A HRRERIHEUR D &t s RIS -

TR RETHERR - FRIURMEE Ridi g DU AP
B ERYERiE A PR E B R A A 2 U= A
WESRHIE A - 1% SR RE I % S A E E s -

SRR A AR IR

2022 2021
HKS$ Mn HKS$ Mn
A E T BEE T
(46) (32)
73 (18)
(12) 4
15 (46)

N (202148 @ fif) WRAIEE Ry @i iz DU B
SHEE R AR - IRAREE REF R 50E1E
TE R SR 2 B

ST AT BRI R S SR Y A PR (E R TR AR
s H 3% 5 Rl & A9 A T EE B B i e bt
Az 2 A RAT AR -

J220224F - $55E Ry i g DU P E (B e Rl F (R
HURR I AR EI H 2 43R {EEE4.28(% 5T (2021
¢ RBH54,6008T) -



36.

INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION iR RARATER

(a) Current taxation in the statement of financial position represents: (a) EBEABEENIARERIERE
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2022 2021
HK$ Mn HK$ Mn
AWEETT AEEETT
Provision for Hong Kong profits tax for ARAEFEE SR
the year 486 514
Provisional profits tax paid ETE R (260) (394)
226 120
Balance of profits tax provision relating PIFFEE RS F R EE
to prior years 772 643
Taxation outside Hong Kong TEF AL 254 195
1,252 958
(b) Deferred tax assets and liabilities recognised (b) TEFRIE A R & A (S
The components of deferred tax (assets)/liabilities recognised in TN sFE IR IRIERIE (&E) /&
the consolidated statement of financial position and the (EEAE R ERS BAEN  EEEA T -
movements during the year are as follows:
2022
Revaluation
Depreciation of financial
allowances Impairment assets at
in excess of losseson FVOCI
related  Revaluation financial fZAEHEHAMS:
depreciation of assets [ zE AR AL Tax
Deferred tax arising from: R ARRITE properties BREER AP EESR losses Others Total
IRIERSTEIRE ¢ AT EE e fEH VISR PEAIEEISES HREEG e HAth k]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET  BEEET AEEET  BEWEETT  BNMEET EREET EBEET
At 12 January, 2022 }20224E1 H1H 339 109 (1,515) 282 (303) (214) (1,302)
Charged/(credited) 2522464,/
to income (EAN)  (hfzr
statement (Note  1g(a) )
18(a)) 15 - (494) - 272 33 (174)
RN (17
Charged/(credited)
to reserves A) (Wt
(Notes 42(b), (g)  42(b) ~ (9) K
and (h)) (h)) - 4 - (294) - 12 (278)
Reversal due to  H{EE[fT 8/ Sl
disposal of
subsidiaries - - - 1 - 1 2
Exchange and P 2 Je LAt R
other
adjustments - - 105 (4) 15 13 129
At 31% December, /42022412 H31H
2022 354 113 (1,904) (15) (16) (155) (1,623)




36.
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INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED) RM&RTRARETER (&)

2021
Revaluation
Depreciation of financial
allowances Impairment assets at
in excess of losses on R FvOCI
related Revaluation financial {ZEEEAM 4
depreciation of assets iU ZR AR AL Tax
Deferred tax arising from: A RATES properties  BRIFAZEMN AT(EERR losses Others Total
IRIEFRIEIRE HHT 88 S R AE Y ELL PEAIEEEES HEEL Jizkiz! HoAth, et
HK$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEETT  BBEET AWEET  BREETT BEESET BEEET BEEHEET
At 19! January, 2021 12021451 §1H 345 115 (1,387) 122 (540) (217) (1,562)
Charged/(credited) U252/ %54,
to income (AN (i
statement (Note 18(a))
18(a) @ - (91) - 236 14 152
: FEHENLEY (F
Charged/(credited) i .
to reserves A (it
(Notes 42(b), (g)  42(b) ~ (9) &
and (h)) (h)) - (6) - 212 - (4) 202
Transfer to assets R {EH &G
held for sale B (f1i55)
(Note 55) (5) - - - - - (5)
Reversal due to  H B/ =6
disposal of
subsidiaries 6 - - (52) 15 - (31)
Exchange and P 0 R LAt
other
adjustments - - (37) - (14) 7) (58)
At 31t December, 1A20214E12H31H
2021 339 109 (1,515) 282 (303) (214) (1,302)
2022 2021
HK$ Mn HK$ Mn
BEET BREET
Net deferred tax assets recognised on HESR P PR R AR AT
the statement of financial position HEFH (1,849) (1,861)
Net deferred tax liabilities recognised on  HEZEHI BEiREFRIIRALI R
the statement of financial position BEFH 226 559
(1,623) (1,302)




36. INCOME TAX IN THE STATEMENT OF FINANCIAL POSITION (CONTINUED)

(c) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in respect of
cumulative tax losses of HK$101 million (2021: HK$105 million) as
it is not probable that future taxable profits against which the losses
can be utilised will be available in the relevant tax jurisdiction and
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S BIRLRARIFTRR (4
(c)  REEFDIRIERITH L

FH A O] BE R ARG 88 A IR R TS A B R B B Y
JE R R A LU R BRG1E > ARSI R R
AR EE.0145 T (20214F @ HH21.05(57T)
FIRERRIEE E - IREBISRBRG > ZERE

entity. Under the current tax legislation, the expiry dates of the tax

losses were as follows:

Expiring within 5 years
No expiry date

37. OTHER LIABILITIES Hftr& &

Accrued interest payable
Acceptance draft payable

Impairment allowances on financial
guarantee contracts issued and loan
commitments issued (Note 43(a)(ix))

- Stage 1

- Stage 2

- Stage 3
Liabilities held for sale (Note 55)
Lease Liabilities
Other accounts (Note)

AR
EHA

JEETIEMFIE
AR RS

ELSTHIM IS IEOR R S THIEGK
HRIEZ RAEAE R (R

43(a)(ix) )
— B
— BEE
~ EBEPEEL
FrATEHEAR
HE&R
AR (22

HEIBIELT
2022 2021
HK$ Mn HK$ Mn
BREET BEEET
41 33
60 72
101 105
2022 2021
HK$ Mn HK$ Mn
AEEET AR EET
4,155 1,894
27,796 28,674
318 174
121 133
23 24
174 17
(HT#85) - 1,637
774 884
16,756 9,652
49,799 42,915

Note: Include contract liabilities of HK$2,476 million (2021:
HK$2,625 million) from contracts with customers under
HKFRS 15.

L EIE (BB B AR 15 ELAI S
HIH ([FERF24.76 (5T (20214 - JBHE26.25 (5
L) e



38. LOAN CAPITAL fEE&EA

Subordinated notes/Loss absorbing notes,
at amortised cost with fair value hedge

adjustments BRI

USD500 million fixed rate subordinated

notes due 22" April, 2032 (1) SEETIRETER

USD250 million fixed rate loss absorbing 0
notes due 7" July, 2028 2) 2. 5[ FE TR ISR

Subordinated notes, at amortised cost

without hedging EEEE

RMB1,500 million fixed rate subordinated -
notes due 25 April, 2029 (3) NERESETIRE TS
USD600 million fixed rate subordinated

notes due 29" May, 2030 4) BlEETTIRETRE

The Group has not had any defaults of principal, interest or other
breaches with respect to its debt securities during the years ended 31
December, 2022 and 2021.

Q)

Loan capital with face value of HK$3,901 million (US$500 million)
and carrying amount of HK$3,691 million represents subordinated
notes carrying a coupon rate of 4.875% p.a. qualifying as Tier 2
capital and meeting the loss-absorbing capacity requirements
issued on 22" April, 2022 by the Bank. The notes are listed on the
Hong Kong Stock Exchange, will mature on 22" April, 2032 and are
callable on 22" April, 2027. The notes are under fair value hedge
accounting and the hedge ineffectiveness of HK$3.8 million profit
was recorded in 2022.

Loan capital with face value of HK$1,951 million (US$250 million)
and carrying amount of HK$1,876 million represents non-preferred
loss-absorbing capacity notes carrying a coupon rate of 5.125% p.a.
and meeting the loss-absorbing capacity requirements issued on 7™
July, 2022 (traded on 28" June, 2022) by the Bank. The notes are
listed on the Hong Kong Stock Exchange, will mature on 7" July,
2028 and are callable on 7" July, 2027. The notes are under fair
value hedge accounting and the hedge ineffectiveness of HK$0.1
million profit was recorded in 2022.

Loan capital of face value of HK$1,696 million (RMB1,500 million)
and carrying amount of HK$1,695 million (2021: HK$1,833 million)
represents subordinated notes carrying a coupon of 4.94% p.a.
issued on 25" April, 2019 by the Bank’s subsidiary, The Bank of
East Asia (China) Limited. The notes will mature on 25" April, 2029
and are callable on 25" April, 2024.

Loan capital of face value of HK$4,681 million (US$600 million) and
carrying amount of HK$4,665 million (2021: HK$4,655 million)
represents subordinated notes carrying a coupon of 4% p.a.
qualifying as Tier 2 capital and meeting the loss-absorbing capacity
requirements issued on 29" May, 2020 by the Bank. The notes are
listed on the Hong Kong Stock Exchange, will mature on 29" May,
2030 and are callable on 29" May, 2025.
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B B SN BB
BRIIRIR B TIL

1£20324E4 F 22 H EIHAY & B

16202847 H7HEIHAE B
FEBESH R AT AR Rl A B 1

FE20294F4 F 25 H FIHAIE 2,

1£20304-5 529 H FHANYE B

2022 2021
HK$ Mn HK$ Mn
AERE BT HEE BT
0 3,691 -
2) 1,876 -
(3) 1,695 1,833
(4) 4,665 4,655
11,927 6,488

7202272 20214E12 1 31 E 1LY A 3
B8 17 2 (B 153k & O B SR T
Gk

(1) =Hm{EAEN 39.01E7T (SE3=T) MIRHEHE
B3I EITHEEEAR » BIEHATR
202244 [ 22 H#174-54.875% » WREERs
ZHEAR R a W RRE 1 2 BRIV R E
B - ZEZEBEACHT B AK722032
FAH22HENY - ATy 202744 H 22 H %
o 1£20224F » REFA A HEER T EEHE
T S5 S RO B0 S i A B S 380 B T -

(2) FHE{EEE19.51FT (251 FT) KIRHE
EBR18. 76 TIEREA - BISHAITI
20224E7 H7H %17 (3202246 H28 H A
%) FEE5.125% » B s ER I tReE 1 2 B
SREVIEE T RS IRAE 28 - S E BN
AR LT > AR5 20284E7 HTHEH > A
12202747 A7 HIEE] - 1£20224F - [REEA
OB S BRI s H R 8 oy
AR08 T -

(3) ZEmEAEH16.96/E T (ANREMI5ETT) K
WRIAME 15 16.95(F T (20214 © #71$18.33
Br) MEEEAR  BIEEATEATR
o5 B 1A 20194F4 B 25 H #4174 5.4.94% (1)
BEZEE - ZE BRI 20294£4 H25HF|
1 > TfA20244E4 H 25 H fE ] -

(4) HEEE#ENE46.81(FT (6[FFT) MREE
AWEA6.65(8 7T (20214 : HEH546.55([7T)
EEEA > BEHATIN20204E5H29H
BATHERA% > WRFE B ZRER R ERIL
TSIRRE I Z BRIV R S - % 2L e
T LT o ARy 20304E5 H29 HE M - A
42025455 29 H fE[H] -



39. EQUITY SETTLED SHARE-BASED TRANSACTIONS DI BERIEZ(NHIR S

The Bank has adopted Staff Share Option Schemes whereby the Board
of the Bank may at its discretion grant to any employees, including
Executive Director(s) and Co-Chief Executives, of the Group options to
subscribe for ordinary shares of the Bank. Except as provided otherwise
in the rules of the relevant Scheme(s), share options granted under the
2011 Scheme, 2016 Scheme and 2021 Scheme may be exercised
beginning on the Vesting Date and ending on the fifth anniversary of the

Vesting Date. All options were granted for nil consideration.

(a) Particulars of share options:

(i) Share options granted in years 2014 to 2021:

Date of grant
BTHH

02/5/2014
04/5/2015
04/5/2015
08/4/2016
08/4/2016
08/4/2016
07/4/2017
07/4/2017
07/4/2017
10/4/2018
10/4/2018
10/4/2018
19/7/2019
19/7/12019
19/7/2019
07/4/2020
07/4/2020
07/4/2020
13/4/2021

13/4/2021

13/4/2021

(ii) Share options granted in year 2022:

Date of grant
T H

12/4/2022
12/4/2022
12/4/2022

Tranche
#hoy

T3
T2
T3
T
T2
T3
T1
T2
T3
T1
T2
T3
T
T2
T3
T
T2
T3
T1
T2
T3

Tranche

oy

T
T2
T3

Vesting period
BEREA

02/5/2014 — 01/5/2017
04/5/2015 — 03/5/2017
04/5/2015 — 03/5/2018
08/4/2016 — 07/4/2017
08/4/2016 — 07/4/2018
08/4/2016 — 07/4/2019
07/4/2017 — 06/4/2018
07/4/2017 — 06/4/2019
07/4/2017 — 06/4/2020
10/4/2018 — 09/4/2019
10/4/2018 — 09/4/2020
10/4/2018 — 09/4/2021
19/7/2019 — 18/7/2020
19/7/2019 — 18/7/2021
19/7/2019 — 18/7/2022
07/4/2020 — 06/4/2021
07/4/2020 — 06/4/2022
07/4/2020 — 06/4/2023
13/4/2021 — 12/4/2022
13/4/2021 — 12/4/2023
13/4/2021 — 12/4/2024

Vesting period

12/4/2022 — 11/4/2023
12/4/2022 — 11/4/2024
12/4/2022 — 11/4/2025
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AATATERGNEY B BRE R e E R R A HYIE R
HERRE T ARE Z(ERRE » BFENTESRR
BRRE TS > DR Tl - BRATRH
SHEIRHAISSARUESD - fRIE20114:51 5] - 2016
FETE 2021 S E T HIAT % T HIRE R REATTT (R IR
Tl H Bt £ 58 HAVEES L - FrA 0

HYUARFHER A -
Elidi o

(i) 1E20144E 2021 4E g THISRRLHE ©

Exercise period

T

02/5/2017 — 02/5/2022
04/5/2017 — 04/5/2022
04/5/2018 — 04/5/2023
08/4/2017 — 08/4/2022
08/4/2018 — 08/4/2023
08/4/2019 — 08/4/2024
07/4/2018 — 07/4/2023
07/4/2019 — 07/4/2024
07/4/2020 — 07/4/2025
10/4/2019 — 10/4/2024
10/4/2020 — 10/4/2025
10/4/2021 — 10/4/2026
19/7/2020 — 19/7/2025
19/7/2021 — 19/7/2026
19/7/2022 — 19/7/2027
07/4/2021 — 07/4/2026
07/4/2022 — 07/4/2027
07/4/2023 — 07/4/2028
13/4/2022 — 13/4/2027
13/4/2023 — 13/4/2028
13/4/2024 — 13/4/2029

(i) 1E20224FFri T HISEHERE |

Exercise period

T

12/4/2023 — 12/4/2028
12/4/2024 — 12/4/2029
12/4/2025 — 12/4/2030

Exercise price
per share
AT
HKS$ W T
32.50
34.15
34.15
28.45
28.45
28.45
32.25
32.25
32.25
32.25
32.25
32.25
22.45
22.45
22.45
16.58
16.58
16.58
17.08
17.08
17.08

Exercise price
per share
REAT
HK$& W T
12.17
12.17

12.17



39. EQUITY SETTLED SHARE-BASED TRANSACTIONS (CONTINUED)

(b)

(c)

DiRdAn REREMNNRS (4)
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The number and weighted average exercise prices of share (b) EIT{HEZIHEREAYEH A IREE TR :

options are as follows:

Outstanding at the beginning of

the year

Exercised during the year
Granted during the year

Lapsed during the year
Outstanding at the end of the year

Exercisable at the end of the year

FIEER
FNTTE
FRRT
TR
ARG

FEARAATE

2022 2021
Weighted Weighted
average average
exercise exercise
price Number price Number
TR of options hOfETE of options
1T R E TTEE Ealityd &
HK$ & Million & & HK$#1s 7¢ Million & &
26.57 36 28.64 38
12.17 16 17.08 4
32.04 (5) 32.58 (6)
21.08 47 26.57 36
27.24 27 29.68 27

There were no share options exercised during the years 2022 and

2021.

The options outstanding at 31 December, 2022 had an exercise
price from HK$12.17 to HK$34.15 (2021: from HK$16.58 to
HK$34.15) and a weighted average remaining contractual life of

3.91 years (2021: 3.24 years).

Fair value of share options and assumptions

(c)

The fair value of services received in return for share options
granted is measured by reference to the fair value of share options
granted. The estimate of the fair value of the share options granted
is measured based on a trinomial lattice model. The contractual
life of the option is used as an input into this model.

Fair value at measurement date

- Tranche 1
- Tranche 2
- Tranche 3

Share price at measurement date

Exercise price
Expected volatility
Option life

- Tranche 1

- Tranche 2

- Tranche 3

Expected dividends

PR HEYAPEE

- #ior1
- #f7r2
- #6533

et HAHAE

fT{EH
THET IR
SO
— Hf31
— #hor2
— #h33
FHETHEE

Risk-free interest rate (based on Hong

Kong Government Bonds)

AR (IRIEEBBUN )

12202248 Je 2021 0 SR R RE LA T O -

14202212 H31H » AR TSR TT(EE
HeWE 1217 T B #3415 (20214F & (il
16.58 T 2 MEHE34.1570 ) RFIERELIFEL 2 kg
SHEE3.914E (20214F 1 3.244F) -

RERR A 2 AR R

SRS BB iR A 0 (L T Sy
OSPRIERR - 12 TR (5 A TR E =
SUIREE (RIS - SR MRS S 40 R E IS

28 -

2022

HK$ &5 1.657T
HK$##41.507T
HK$##41.307T
HK$ 5121752
HK$#5#:12.17 7T
25.12%

6 yearsif:

7 yearstE
8 yearsi

16.06%-18.69%

2.67%- 2.69%

2021

HK$:5%55.057T
HK$##45.34 7T
HK$#&#45.57 7T
HKS$3%#517.087T
HK$3#%#517.087T
36.72%

6 yearsif

7 yearstE
8 yearsi:

3.24%-3.69%

0.97%- 1.29%



39. EQUITY SETTLED SHARE-BASED TRANSACTIONS (CONTINUED)

(c) Fair value of share options and assumptions (continued)

The expected volatility is based on the historic volatility and the
expected dividends are based on historical dividends prior to grant
date. Changes in the subjective input assumptions could
materially affect the fair value estimate.

Share options were granted under a service condition. This
condition has not been taken into account in the grant date fair
value measurement of the services received. There were no
market conditions associated with the share option grants.

40. SHARE CAPITAL &4k

(c)
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AR RS (AR 5 (%)
SEREHER AT R
T R M LA 7 S0 B 31T A (R

BAVFEETREE - EHl A B BB TREE AT
A PREERIEET

(&)

TR TR RIS RO o ISR IR
AFHER R T DGRBS HY A THEE - T RRRhE
ST LA R (4 -

2022 2021
No. of shares No. of shares
Wl E HK$ Mn B8 H HK$ Mn
Million 5 AEEET Million 5 & AEET
Ordinary shares, issued and fully 3 -
paid: EL3TT RS S mA
At 1%t January ®1H1H 2,923 41,645 2,917 41,557
Shares issued in lieu of dividend ~ PARSAUE TR 19 211 6 88
Share repurchased and
cancelled FEE {73 oI B 5 (262) - - -
At 315 December ®12H731H 2,680 41,856 2,923 41,645
Share buy-back By el

On 28" March, 2022, the Bank executed a share buy-back deed with
Elliott Investment Management’s affiliate entities to repurchase
246,510,173 shares of the Bank. The share buy-back transaction was
completed on 11" April, 2022 at a consideration of HK$2,904 million.
Together with the direct transaction cost of approximately HK$12 million,
a total amount of HK$2,916 million was accounted for as deduction from
retained profits. The shares repurchased were cancelled on 20" April,
2022.

Pursuant to the general mandate granted to the Board by the
Shareholders at the 2022 annual general meeting held on 6" May, 2022,
the Bank initiated an on-market buy-back of its Shares in an amount of
up to HK$500 million, depending on the then prevailing market conditions.
As at 31t December, 2022, 15,744,800 shares had been repurchased on
the Hong Kong Stock Exchange at a consideration of HK$134 million.
Together with the direct transaction cost of approximately HK$1 million, a
total amount of HK$135 million was accounted for as deduction from
retained profits.

20223 H 28 H » 4 {7 il Elliott Investment
Management” [t &/ 5152 T B [0l ipa
AR 17246,510, 73R B ) = R fy [OI R AE B 217
2022FFA H11HSERL » S8 Ry 15 29.04(50C -
HE H AL B ALY TE,2008 7T - S0EH Ry Rl
29.16{87T > EEHEFm AP HER - BRI T
12022474 H20H 51 -

TRIZI AL 202245 FH 6 H 2T 1Y 20224 SR 47
FELRTESGN—RERE > ATHENE
7B 5. 00 TTHY B A (B - BARHUR N E
BRI © #iZE20224F12H31H » KTEREE
BkSZ AT Iol % 15,744,800 i 173 - (R (H Ry B 1.34
8T - HE ERET S MALTERE 1005 T - 48485
BN 35T R A P TIER -



40. SHARE CAPITAL (CONTINUED)  B&4& (48)

Below table shows the details of the shares repurchased and cancelled
during 2022.
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NS 2022 T EHERIEE S 2 5E 1 -

Number of Highest price paid Lowest price paid Average price Aggregate price
Month shares per share per share paid per share paid
At 8 GRCNHTR SRS BRSIHIRRENS GRSHI P ERS S fr4EsE
HK$ i HK$ i HKS il HK$ Mn
AMEET
Share repurchased: (Sl A
Off-market share buy-  #55)2 /el
back
- April 2022 — 20224F4H 246,510,173 n/a ik n/a i 11.78 2,904
On-market share buy- 514547/
back
- October 2022 — 20224E10H 5,829,200 8.93 7.52 8.28 48
- November 2022 — 20227E11H 6,194,200 9.03 7.42 8.32 51
- December 2022 — 20224FE12H 3,721,400 9.58 8.91 9.31 35
- Settled - C4EHE 3,525,200 33
- Not yet settled at — FPMER M ARLGEE 196,200 2
year end
15,744,800 134
Share cancelled EESHRE (D 261,568,773

The total numbers of shares repurchased and cancelled in 2022 were
262,254,973 and 261,568,773 respectively, representing 8.97% and
8.95% of the ordinary shares in issue. The remaining 686,200 shares
repurchased in 2022 were cancelled on 9™ January 2023.

Staff Share Option Schemes

Pursuant to the approved Staff Share Option Schemes (the “Schemes”),
options to purchase ordinary shares in the Bank were granted to eligible
employees. Except as provided otherwise in the rules of the relevant
Scheme(s), share options granted under 2011 Scheme, 2016 Scheme
and 2021 Scheme will be exercisable during the period beginning on the
Vesting Date and ending on the fifth anniversary of the Vesting Date.

There were no options exercised and shares issued under the Schemes
during the years 2022 and 2021.

2022 A A (0] Rk Y 2 B SR8 oy A B
262,254,973 f% K 261,568,773 B » SYRIEELE4T
ARSI 8.97%H1 8.95% - Efp 2022 4E[E|fE
686,200 HEEL L 2023 4 1 H 9 HEE8Y -

{E EERH S ]

RECZAEN R SRR TE ( Tat#, D - F
W HE IR T S i8R B DR A TR S B 0 - B
ARG EIRAI S ARESS - 1145 2011 F5t
#1 ~ 2016 FE51 1 K 2021 St BT T AVREHERERY
17 (SRR 37T H BRAG 2 BRE H HY58 5 F4RE -

B4 2022 AR 2021 4 - FERZ SRS P AL ATEY
HEAEAI R A e T (AT 34T



41. ADDITIONAL EQUITY INSTRUMENTS BN AT B

Additional Tier 1 Capital Securities AR T A

USDS500 million undated non- o s
cumulative subordinated capital SRS HIE R I E
securities (1) N e

USD650 million undated non- o )
cumulative subordinated capital 6.5 = TR HIE R BLH
securities 2) BEAREG 7R

USD650 million undated non- o -
cumulative subordinated capital 6.5(ESTTIREINI HIF R
securities (3) BERFE S

(1) On 18" May, 2017, the Bank issued undated non-cumulative
subordinated capital securities (“Additional Tier 1 Capital Securities”)
with a face value of US$500 million (equivalent to HK$3,878 million
net of related issuance costs). The Additional Tier 1 Capital Securities
were undated and bore a 5.625% per annum coupon until the first call
date on 18" May, 2022. The Bank fully redeemed the Additional Tier
1 Capital Securities on 18" May, 2022.

(2) On 19" September, 2019, the Bank issued undated non-cumulative
subordinated capital securities with a face value of US$650 million
(equivalent to HK$5,069 million net of related issuance costs). The
Additional Tier 1 Capital Securities are undated and bear a 5.875%
per annum coupon until the first call date on 19" September, 2024.
The coupon will be reset every five years, if the Additional Tier 1
Capital Securities are not redeemed, to a fixed rate equivalent to the
then-prevailing five-year US Treasury rate plus 4.257% per annum.
The coupon payments may be cancelled at the sole discretion of the
Bank. The Additional Tier 1 Capital Securities will be written down if
a non-viability event occurs and is continuing. They rank higher than
ordinary shares in the event of a winding-up, and meet the loss-
absorbing capacity requirement.

The first scheduled coupon payment date was 19" March, 2020 and
the coupon shall be payable semi-annually. The Bank has the right to
cancel coupon payment (subject to the requirement as set out in the
terms and conditions of the Additional Tier 1 Capital Securities) and
the coupon cancelled shall not be cumulative. However, the Bank is
stopped from declaring dividend to its ordinary shareholders unless
the next scheduled coupon payment is paid.
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2022 2021

HK$ Mn HK$ Mn

R ETT B EHETT

(1 - 3,878
(2) 5,069 5,069
(3) 5,021 5,021
10,090 13,968

(1) R20174E5 7181 » ATHTHIESEET (1

bR BRI T AR S E Y 38. 788 7T ) fEEIHA
HIERBEREEATLE ( T#ES—HEAT
B ) o ZEIN AR T BRI A R
H75.625%F 5% » HE 202245 18 HHYEE—
RUYLEIH - AATH2202245 518 H U R
FEIN AR TH -

(2) $*20194E9 H 19 H » A{TH#ATHIE 6.5 F3%7T

(IR B RS TR R S E M 50.69 (£7T ) 4
EHIE R B EEAR T A - I FEE
THEREFMH R 5.875%FEE%R » HE
2024 £ 9 19 HIE—RUXETH - WIZERSN—
B AR T B IR & 0 AR A B 7
BRMER 4.257% 2 EEFIRER - BREG
HEAFEREE - KT ETREEEICH
TATFIE o AR TR RO A RS R R
U HEEIN B T BNy - s Est
—REAR T B4 H R B LG may A (8
St > RFFETRMUESTERE 12 Bk -

F—REUEIRE H 2020423 5191 » &44F
IREE— o AT H BITAEREBUN S IFIE
(ZPRIA ST ESN— G E AN TG 27 AR Bl e o
FRAVESR ) RAEEA T Bat - 52 0 FRIET
THEFZ R E H T AT A REE MRS
TR -



41.

ADDITIONAL EQUITY INSTRUMENTS (CONTINUED)

The principal of the Additional Tier 1 Capital Securities will be written
off up to the amount as directed or agreed with the HKMA if the
HKMA notifies the Bank that in the opinion of the HKMA, the Bank
would become non-viable if there is no written off of the principal.

The Bank has a call option to redeem all the outstanding Additional
Tier 1 Capital Securities from 19" September, 2024 or any
subsequent coupon payment date, but subject to restriction as set
out in the terms and conditions.

(3) On 21t October, 2020, the Bank issued undated non-cumulative

subordinated capital securities with a face value of US$650 million
(equivalent to HK$5,021 million net of related issuance costs). The
Additional Tier 1 Capital Securities are undated and bear a 5.825%
per annum coupon until the first call date on 215 October, 2025. The
coupon will be reset every five years, if the Additional Tier 1 Capital
Securities are not redeemed, to a fixed rate equivalent to the then-
prevailing five-year US Treasury rate plus 5.527% per annum. The
coupon payments may be cancelled at the sole discretion of the
Bank. The Additional Tier 1 Capital Securities will be written down if
a non-viability event occurs and is continuing. They rank higher than
ordinary shares in the event of a winding-up, and meet the loss-
absorbing capacity requirement.

The first scheduled coupon payment date was 21 April, 2021 and
the coupon shall be payable semi-annually. The Bank has the right
to cancel coupon payment (subject to the requirement as set out in
the terms and conditions of the Additional Tier 1 Capital Securities)
and the coupon cancelled shall not be cumulative. However, the
Bank is stopped from declaring dividend to its ordinary shareholders
unless the next scheduled coupon payment is paid.

The principal of the Additional Tier 1 Capital Securities will be written
off up to the amount as directed or agreed with the HKMA if the
HKMA notifies the Bank that in the opinion of the HKMA, the Bank
would become non-viable if there is no written off of the principal.

The Bank has a call option to redeem all the outstanding Additional
Tier 1 Capital Securities from 21t October, 2025 or any subsequent
coupon payment date, but subject to restriction as set out in the
terms and conditions.
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202459 H 19 H s R (EMF ESZ A H - A
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(3) 74 2020 4E 10 H 21 H » AfT#/THIfE 6.5 (B

T IERA RS TR S E R 50.21 (BoT)
R HIERMREEATH - 28— R H
ALEBEEIH ORI 5.825% £ K HE
2025 4F 10 A 21 HEYE—XULI=EIH - anaz st
— AR AR T HG IR FAE S B T AR SR e
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FREUEIRE H RB20214R4 H21H » 44
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FH2025410 A 21 Ha AR EAFI ST H > A&
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42. RESERVES f{##

(a)

®

General reserve

At 18t January

Transferred from property
revaluation reserve on
disposals

At 315 December

Revaluation reserve on bank
premises

At 1%t January

Recognition of deferred tax
assets/(liabilities) (Note
36(b))

Transferred to general
reserve on disposals

Revaluation surplus on bank
premises transferred to
investment properties
(Note 33)

At 315 December

Statutory reserves

At 1t January

Transfer (to)/from retained
profits

At 315 December

Capital reserve

At 18t January

Transfer to retained profits
At 31% December

Exchange revaluation
reserve

At 1t January
Exchange adjustments
At 315 December

Capital reserve — staff share
options issued
At 1t January

Forfeited options transferred
to retained profits

Additions (Note 14)
At 31% December

(a)

(b)

®

—RfRE(S
FRAIATH
HEREEYIE
G
R12H31H

TTHEEAS A

FRAATH
DRI A E
(") H=F
36(b) )
HEREA—f
et

TTHEE A R AT
BYRE (W1233)

R12H31H

R
FR1A1H
(A
Skl
»®12H31H

AL
FR1A1H
BAAHFmA
R12A31H

VE SR E {4 A
FR1A1H

P SO %L
»®12H31H

HAGERE-C#TR
HEpHLtE

SESET AR AR

A
Bt (fEE14)
W12H31H

The Group #[H
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The Bank $R17

2022 2021 2022 2021
HK$ Mn HK$ Mn HKS$ Mn HK$ Mn
BT ETT AT ETT T ETT ST ETT
13,658 13,657 13,472 13,471
- 1 - 1
13,658 13,658 13,472 13,472
1,905 1,895 1,899 1,891
(4) 6 (4) 6
- (1) - (1)
354 5 - 3
2,255 1,905 1,895 1,899
5,273 5,055 - -
(135) 218 - -
5,138 5,273 - -
895 895 - -
895 895 - -
1,058 301 127 162
(2,880) 757 (252) (35)
(1,822) 1,058 (125) 127
152 157 152 157
(24) (24) (24) (24)
22 19 22 19
150 152 150 152




42. RESERVES (CONTINUED) f##% (48)

(9)

(i)

()

(k)

Fair value reserve

At 18t January

Changes in fair value of
securities

Reversal upon disposal

Recognition of deferred tax
assets/(liabilities) (Note
36(b))

At 31% December

Liability credit reserve

At 1t January

Changes in fair value arising
from changes in own
credit risk

Recognition of deferred tax
assets (Note 36(b))

At 31% December

Other reserves

At 1t January

Transfer to retained profits
Share of changes in equity

of associates and joint
ventures

At 318 December

Retained profits

At 1t January
Net profit for the year
Transfer from capital reserve

— staff share options
issued

Transfer from/(to) statutory
reserve

Transfer from other reserves

Share buy-back (Note 40)
Redemption of Additional
Tier 1 capital instruments
Distribution/Dividends (Note
19)
- Interim dividend
- Second interim dividend
in respect of prior years
- Special dividend
- Additional Tier 1 capital
instruments
At 31t December

Total reserves

(9)

(®)

)

(k)

ARREIE
NERNE!
SR AFHE
7> B I ]
RARIERIH A
./ (Aff)
(st
36(b) )
HR12831H

AffEEEE
PR1ATH
BE{EE2®E
ARV PHEE
MR R AE R T A
(/fz136(b) )
W12H31H

FoAt A
R1ATH
AT A
FEALTRE 2 5] R
aRMEMER
HygEE)
HR12831H

Efeainyl

P1ATH
A
BEEA G
—E#TRER
Bl
a7 (BA)
TETE GRS
15 B B A
el lmlig ChEE
40)
SB[l S N— AR
AILE
RSB T
#19)
— R
— LEFEEHIR
ik E
—Finl R

—HYM—REAT

=X

HR12831H

[t

The Group #£H
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The Bank $R1T

2022 2021 2022 2021
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AERE T AEEE T AEE T I ST
1,925 2,465 1,763 1,687
(1,722) 164 (1,545) 221
13 (492) (153) (18)
294 (212) 295 (127)
510 1,925 360 1,763
(46) (32) (46) (32)
73 (18) 73 (18)

(12) 4 (12) 4
15 (46) 15 (46)

(82) 83 - -

(5) - - -

54 (165) - -

(33) (82) - -
35,395 32,852 28,292 24,580
4,359 5,270 4,296 6,221
24 24 24 24

135 (218) - -

5 - - -
(3,051) - (3,051) -
(47) - (47) -
(430) (1,022) (430) (1,022)
(1,023) (700) (1,023) (700)
(1,294) - (1,294) -
(708) (811) (708) (811)
33,365 35,395 26,059 28,292
54,131 60,133 41,826 45,659




42. RESERVES (CONTINUED) % (48)

General reserve was set up from the transfer of retained earnings and the
realised revaluation surplus on disposal of properties.

Revaluation reserve on bank premises and exchange revaluation reserve
have been set up and are dealt with in accordance with the accounting
policies adopted for the revaluation of bank premises and foreign
currency translation.

Statutory reserves are set up to satisfy the statutory requirements of
certain overseas subsidiaries and associates mainly for the purpose of
covering unidentified potential losses on risk assets in addition to those
recognised under the prevailing accounting requirements in their
jurisdictions.

Capital reserve represents the capitalisation of subsidiaries’, associates’
and joint ventures’ reserves.

Capital reserve — staff share options issued comprises the fair value of
the actual or estimated number of unexercised share options granted to
employees of the Bank recognised in accordance with the accounting
policy adopted for share based payment in Note 2(y)(iv).

Fair value reserve comprises the cumulative net change in the fair value
of FVOCI securities held until the securities are derecognised and is dealt
with in accordance with the accounting policies in Note 2(h).

Liability credit reserve includes the cumulative changes in the fair value
of the financial liabilities designated as at FVTPL that are attributable to
changes in the credit risk of these liabilities other than those recognised
in profit or loss.

Other reserves represent share of changes in equity of associates in
respect of investment revaluation reserve and revaluation reserve of bank
premises.

A regulatory reserve is maintained to satisfy the provisions of the Hong
Kong Banking Ordinance for prudential supervision purposes by
earmarking amounts in respect of losses which the Bank will or may incur
on loans and advances and investments in addition to impairment losses
recognised. Movements in the reserve are earmarked directly through
retained earnings and in consultation with the HKMA. As at 31%
December, 2022, the effect of this requirement is to restrict the amount of
reserves which can be distributed by the Bank to shareholders by
HK$1,742 million (2021: HK$2,658 million).

At 31t December, 2022, the aggregate amount of reserves available for
distribution to equity holders of the Bank was HK$34,698 million (2021:
HK$37,330 million). After the end of the reporting period the directors
declared a second interim dividend of HK$0.17 per ordinary share (2021:
HK$0.35 per share), amounting to HK$456 million (2021: HK$1,023
million). The dividend has not been recognised as a liability at the end of
the reporting period.
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43. PRINCIPAL RISK MANAGEMENT

TEREEE

This section presents information on the Group’s management of principal
risks.

The Group has established a risk governance and management
framework in line with the requirements set out by the HKMA and other
regulators. This framework is built around a structure that enables the
Board and Senior Management to discharge their risk management-
related responsibilities with appropriate delegation and checks and
balances. These responsibilities include defining risk appetite in
accordance with the Group’s business strategies and objectives,
formulating risk policies that govern the execution of those strategies, and
establishing procedures and limits for the approval, control, monitoring,
and remedy of risks.

The Risk Committee stands at the highest level of the Group’s risk
governance structure under the Board. It consists of five independent non-
executive directors and two non-executive directors and is chaired by one
of the independent non-executive directors. The Risk Committee provides
direct oversight over the formulation of the Group’s risk appetite, and sets
the levels of risk that the Group is willing to undertake with reference to its
financial capacity, strategic direction, prevailing market conditions, and
regulatory requirements.

The Risk Committee also ensures that the Group’s risk appetite is
reflected in the policies and procedures that Senior Management adopt to
execute their business functions. Through the Group’s management
committees, including Crisis Management Committee, Risk Management
Committee, Credit Committee, Asset and Liabilty Management
Committee, and Operational Risk Management Committee - and with
overall co-ordination by the Risk Management Division - the Risk
Committee regularly reviews the Group’s risk management framework
and ensures that all important risk-related tasks are performed according
to established policies with appropriate resources.
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

TERBEHR (8)

The Crisis Management Committee, Risk Management Committee,
Credit Committee, Asset and Liability Management Committee, and
Operational Risk Management Committee comprise the Senior
Management, the Group Chief Risk Officer and where appropriate senior
executives from relevant areas.

The Group has implemented an Enterprise Risk Management framework
to identify and manage potential risks in a holistic and effective manner.
The ERM framework assists the Group to achieve this, and reinforces the
“Three Lines of Defence” risk management model.

The Group has adopted the “Three Lines of Defence” risk management
structure to ensure that roles and responsibilities in regard to risk
management within the Group are clearly defined. The “Three Lines of
Defence” model is summarised as follows:-

e The first line of defence comprises the Risk Owners, who are heads
of business units or supporting units of the Bank Group, together with
staff under their management. They are primarily responsible for the
day-to-day risk management of their units, including establishing and
executing specific risk control mechanisms and detailed procedures.

e The second line of defence consists of the Risk Controllers who are
designated staff responsible for setting out a risk management
governance framework, monitoring risks independently and
supporting the management committees in their oversight of risk
management for the Bank Group.

e The third line of defence is the Internal Audit Division, which is
responsible for providing assurance as to the effectiveness of the
Group’s risk management framework, including risk governance
arrangements.

The Group Chief Risk Officer co-ordinates all risk management-related
matters of the Group, works closely with the Risk Controllers on the
formulation of risk management policies and exercises risk oversight at
the Group level through a functional working relationship with all Risk
Controllers and Risk Owners.

The Group faces a variety of risks that could affect its franchise,
operations, and financial conditions. Under the ERM framework, the
principal risks comprise credit risk, interest rate risk, market risk, liquidity
risk, operational risk, reputation risk, strategic risk, legal risk, compliance
risk, and technology risk.

The Group has formulated policies to identify, measure, monitor, control,
and report on the various types of risk and, where appropriate, to allocate
adequate capital to cover those risks. The Group’s major risk
management policies and control limits are approved by the Board and
are reviewed and enhanced on a regular basis to cater for market
changes, statutory requirements, and best practice in risk management
processes. The Board has delegated the responsibility for ongoing risk
management to the Risk Committee and the management committees.
Significant risk management-related issues must be reported to the
Board, which oversees risk management, through the Risk Committee.
Moreover, on a daily basis, the Group Chief Risk Officer is responsible
for overseeing the Group’s risk management issues, which include, but
are not limited to, the risk management infrastructure, strategies,
appetites, culture, and resources.
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEREEE (8)

Stress testing is an integral part of the Group’s risk management. The
Group regularly performs stress tests on the principal risks, where
appropriate, to assess the potential impact of stressed business
conditions (including hypothetical situations such as a significant
economic downturn in Mainland China and Hong Kong) on the Group’s
financial positions, in particular, capital adequacy, profitability, and
liquidity. Whenever necessary, a prompt management response will be
developed and executed to mitigate potential impacts.

(a) Credit risk management (a)

Credit risk is the risk of loss arising from a borrower or counterparty
failing to meet its obligations.

The Credit Committee is responsible for managing all credit risk-
related issues of the Group, while the Credit Risk Management
Department under the Risk Management Division of the Group is
responsible for monitoring activities relating to credit risk. The
Group identifies and manages credit risk by defining the target
market segment, formulating appropriate credit policies, and
carrying out credit assessment and monitoring of asset quality.
Credit risk control limits are set for different levels. Risk, return,
and market situation are considered when setting all limits. ~ Active
limit monitoring is undertaken.

In evaluating the credit risk associated with an individual customer
or counterparty, financial strength and repayment ability are always
the primary considerations. Credit risk may be mitigated by
obtaining collateral from the customer or counterparty.

The Group has established policies, procedures, and rating
systems to identify, measure, monitor, control, and report on credit
risk. In this connection, guidelines for management of credit risk
have been laid down in the Group’s Credit Risk Management
Manual. These guidelines stipulate delegated lending authorities,
credit underwriting criteria, credit monitoring processes, an internal
rating structure, credit recovery procedures and a provisioning
policy. They are reviewed and enhanced on an ongoing basis to
cater for market changes, statutory requirements, and best practice
in risk management processes.
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(a)

EERBREE (8

Credit risk management (continued)

The Group’s credit risk management for the major types of credit risk
is depicted as follows:

()

(i)

(iii)

(iv)

Corporate and financial institutions credit risk

The Group has laid down policies and procedures to evaluate
the potential credit risk of a particular counterparty or
transaction and to approve the transaction. For corporate and
bank customers, the Group has different internal rating
systems that incorporate different risk factors (e.g. region of
operation, corporate size) and are applied to each
counterparty. For exposure classified as Specialised Lending
in particular, supervisory slotting criteria are adopted. To
monitor credit concentration risk, the Group has preset limits
for exposures to individual industries and for borrowers and
groups of borrowers. The Group also has a review process to
ensure that the level of review and approval is proper and will
depend on the size of the facility and rating of the credit.

The Group undertakes on-going credit analysis and monitoring
at several levels. The policies are designed to promote early
detection of counterparty, industry or product exposures that
require special monitoring. The overall portfolio risk as well as
individual impaired loans and potential impaired loans are
monitored on a regular basis.

Retail credit risk

The Group's retail credit policy and approval process are
designed for the fact that there are high volumes of relatively
homogeneous and small value transactions in each retail loan
category. The design of the internal rating system and
formulation of credit policies are primarily based on customers’
background, credit behaviours and the loss experience of the
loan portfolios. The Group monitors its own and industry
experience to determine and periodically revise product terms
and desired customer profiles.

Credit risk of treasury transactions

The credit risk of the Group's treasury transactions is managed
in the same way as the Group manages its corporate and
financial institutions credit risk. The Group applies an internal
rating system to its counterparties and sets individual
counterparty limits.

Credit-related commitments

The risks involved in credit-related commitments and
contingencies are essentially the same as the credit risk
involved in extending loan facilities to customers. These
transactions are subject to the same credit application, portfolio
maintenance and collateral requirements as for customers
applying for loans.

(a)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(a)

Credit risk management (continued)

v)

(vi)

Concentrations of credit risk

Concentration of credit risk exists when changes in
geographic, economic or industry factors similarly affect
groups of counterparties whose aggregate credit exposure is
material in relation to the Group’s total exposures. The
Group’s credit portfolio is diversified along geographic, industry
and product sectors. For analysis of loans and advances to
customers by industry sectors and geographical areas, please
refer to Notes 28(b) and 28(c) respectively.

The Group monitors its credit concentration risk by adopting
appropriate risk control measures, such as setting limits on
exposures to different industries and loan portfolios.

Maximum exposure

The maximum exposure to credit risk at the end of the reporting
period without taking into consideration of any collateral held
or other credit enhancements is represented by the carrying
amount of each financial asset in the statement of financial
position after deducting any impairment allowance. A summary
of the maximum exposure is as follows:

Cash and balances with banks I 4 AT SRATIAE T

Placements with and advances to

banks TESRATHIFERR B B

Trade bills & 5 m g

Trading assets % 5 kg
Derivative assets Bt T ESE

Loans and advances to customers 2 ST R B
Investment securities PEss s

Other assets S

Financial guarantees contracts BT R a4

Loan commitments FEERYE

TERBERE (8

(a)
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EEREREERE (4)

V)

(vi)

EEEPAVERER

15 B4 B LB R 52 5 9 T [ G <2 2 it
&~ AOFBATRERRAZE - % F e
RS (S S bR HE B A S F R SR G L e R A
EHEE - AEENGFEEEETIEERE
WS ~ TR dh o AR TT 5RO R I
DR E P B L 0 3 B2 E IR
28(b)5:28(c) -

ANEEE — R E A P A o B0
A ETEMERE A BT R - DIEE
B ATERE -

e

TP S e TGS B ] I R SR e 1 o B At
EERTTH&RSEERR - HiEE—HERK
I T 4 P <l 8 EAE P S IR R Y
RIAIME - fem R

2022 2021
HK$ Mn HK$ Mn
A E T AT
53,114 54,072
60,203 74,742
529 10,772

1,275 1,632
11,002 3,381
542,304 554,437
145,289 145,723
38,974 42,251
14,032 24,115
338,673 264,767
1,205,575 1,175,892




43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEEEE (48)

Page 285

(a) Credit risk management (continued) (a) f=EEEEHE (&)

(vii) Credit quality analysis
Credit quality of loans and advances

The following tables set out information about the credit quality
of loans and advances to customers. Unless specifically
indicated, the amounts in the table represent gross carrying
amounts.

(vii) [EEERIT
BRI EEZE

TNREG SR KA E T ER T - BRI
SRS > AR R RIR I {EAEAE -

2022
Lifetime ECL not credit- Lifetime ECL
impaired| credit-impaired|
12-month ECLFE(S 1 BRAYE LN 2 THI(E &R REYSLIHIN 2 TEIE] Total
12{1 5 N2 TEIIE B EK EEEK HE% ksl
Accrued| Accrued Accrued| Accrued|
Principall interest| Principall interest| Principal interest| Principal interest]
A JEE ) S g5 FEETFIE A TEETFILE A TEETFIE]
HK$ Mn| HKS$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn|
AEE Y BEEED BEBEE ] EWHE] EEHET B EEIT  EEEET)  BEEETY
Loans and advances to
customers at amortised cost
RBHRAT RN SRR E#R
- Grades 1-15: Pass
- 1154 : &% 508,308 1,534 11,543 51 - - 519,851 1,585
- Grades 16-17: Special Mention
- 16174 : BRI - - 16,018 95 - - 16,018 95
- Grade 18: Substandard
- 184 TR - - - - 9,498 96 9,498 96
- Grade 19: Doubtful
- 1948 R - - - - 2,756 97 2,756 97
- Grade 20: Loss
- 204k : fi51R - - - - 891 30 891 30
Total gross carrying amount
SR A 4R 508,308 1,534 27,561 146 13,145 223 549,014 1,903
Impairment allowances
A A (1,084) (5) (1,018) (8) (4,518) (123) (6,620) (136)
Carrying amount
HRTHIE 507,224 1,529 26,543 138 8,627 100 542,394 1,767
Market value of collateral held
against impaired loans and
advances to customers
TIER P B B
AP LT (E 5,901



43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(a)

Credit risk management (continued)

(vii) Credit quality analysis (continued)

Page 286

EERBREE (8

(a) EEEBER ()
(vii)) FEEZRS (8D

2021
Lifetime ECL not credit- Lifetime ECL
impaired credit-impaired|
12-month ECLPFEEE RETELIHIN Z THIE 5 REYELIHIN 2 TERIE) Total
12(8 5 N2 TS SHE% [EEHEK] HE% ekl
Accrued| Accrued Accrued Accrued
Principal interest Principal interest] Principal interes] Principal interest
g5 RIS A JEETFIE A JEETFILE 5 TEETFIE]
HKS$ Mn| HK$ Mn| HKS$ Mn| HK$ Mn| HK$ Mn HK$ Mn| HKS$ Mn| HKS$ Mn|
ENEE T CEEEEDT BT EIT BN EaDY BNEE T BNEEDT ENEEY  BEEE
Loans and advances to
customers at amortised cost
BN RIVE S SRR ER
- Grades 1-15: Pass
- 1158 &% 512,975 1,001 23,845 58 - - 536,820 1,059
- Grades 16-17: Special Mention
- 16174 FRERE - - 6,011 16 - - 6,011 16
- Grade 18: Substandard
- 184k Jak - - - - 4,324 24 4,324 24
- Grade 19: Doubtful
- 194% © SR - - - - 1,563 50 1,563 50
- Grade 20: Loss
- 204% © f5tE - - - - 90 4 90 4
Total gross carrying amount
HRHI (L 484H 512,975 1,001 29,856 74 5,977 78 548,808 1,153
Impairment allowances
PERIER (667) (3) (527) (1) (3,177) (54) (4,371) (58)
Carrying amount
HREE 512,308 998 29,329 73 2,800 24 544,437 1,095
Market value of collateral held
against impaired loans and
advances to customers
B P RO B
AT (E 3,656

Collateral includes any tangible security that carries a fair
market value and is readily marketable. This includes (but is
not limited to) cash and deposits, stocks and bonds,
mortgages over properties and charges over other fixed
assets such as plant and equipment. Where collateral values
are greater than gross loans and advances to customers,
only the amount of collateral up to the gross loans and
advances is included.

Credit quality of financial assets other than loans and
advances

The following tables set out the credit analysis for financial
assets other than loans and advances to customers,
measured at amortised cost and FVOCI. Unless specifically
indicated, for financial assets, the amounts in the table
represent gross carrying amounts/fair value. For loan
commitment and financial guarantee contracts, the amounts
in the table represent the amounts committed or guaranteed,
respectively.

A EE R B A PE B R TR BRI A TP
A - B AR (ERRP) ek
A BER R ARR ~ VSRS R E e B A A Es
M Rt Z 50 - R EE s i P B
B AT AR SO B AR AR
FilihsE g -

BREFIRBIS Tl R EANE R EE

TN RET IR BT R BRI NI 9 A R i s 5L
fth gz i DU AR E S AT TRAE
BT - BRRERIFEEIESL  MEMEEN S > R
NI E R IR MBS A P EE - SRERUR
PE RS BHEOR LIS - RIENATEED B BT
AR PEBHE R B -
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEmEERE (4)

(a) Credit risk management (continued) (a) EEEEEH (8)
(vii) Credit quality analysis (continued) (vii) EEB£E5T (&)
Credit quality of financial assets other than loans and BREFR BT EE S EEE ()

advances (continued)

2022

Lifetime ECL not credit-| Lifetime ECL

impaired| credit-impaired
12-month ECL| FHEER EHIELTHINZ| S &1 RAVELIHIN Z 7 Total
128 H A S S8 ELIEISEiEPN EEIR% Rt
Accrued| Accrued| Accrued| Accrued|
Principal interest] Principal interest] Principal interest] Principal interest]
K| ESHFIE K| ESHFIE K| FESHFIE K| FESHFIE

HK$ Mn HK$ Mn) HK$ Mn HK$ Mn HK$ Mn| HK$ Mn HKS$ Mn| HK$ Mn
AT R T R ET B EED T B E T R B AT B ET

Trade bills measured at
amortised cost

RN BRNE SRR
- Grades 1-15: Pass

- 1154 : &H% 41 - - - - - 41 -
- Grades 16-17: Special

Mention

- 16174 - FHERE - - - - - - - -
- Grade 18: Substandard

- 1840 KK - - - - - - - -
- Grade 19: Doubtful
- 194, L - - - - - - - _
- Grade 20: Loss
- 204 : e - - - - - - - -
Total gross carrying amount
IR E4EEH 41 - - - - - 41 -
Impairment allowances
RAEHE - - - - - - - -
Carrying amount
HR I (E 41 - - - - - 41 -
2021
Lifetime ECL not credit-| Lifetime ECL|
impaired| credit-impaired
12-month ECL| JHEER BHIELIINZ| FEF RIVELIHIN 2 1] Total
128 H N Z TG 818K THEAE % LilEISSEES HEHA
Accrued| Accrued| Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
K| JESHHE A JESHFE K| ESHFIE A FESHFIE

HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn|
B E T AT s T BN EE T BN EE ] B EE T AN EE T BN EE ] BEEET

Trade bills measured at
amortised cost

R AT ENE AR
- Grades 1-15: Pass

- 1158 : &1% 560 - - - - - 560 -
- Grades 16-17: Special

Mention

- 16174 - TEWE - - - - - - - -
- Grade 18: Substandard
- 18%% AR - - - - - - - -
- Grade 19: Doubtful
- 194 : S - - - - - - - -
- Grade 20: Loss
- 204 : R - - - - - - - -
Total gross carrying amount
IR B 4EEH 560 - - - - - 560 -
Impairment allowances
B HEA - - - - - - - -
Carrying amount
RIAIE 560 - - - - - 560 -
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEmEERE (4)

(a) Credit risk management (continued) (a) EEEEEH (8)
(vii) Credit quality analysis (continued) (vii) EEB£E5T (&)
Credit quality of financial assets other than loans and BREFR BT EE S EEE ()

advances (continued)

2022
Lifetime ECL not credit-| Lifetime ECL|
impaired credit-impaired
12-month ECL| FEEEF RIVELIHIAZ| EEF RHIELIHINZ T Total
12{8 5 A2 TS SR TAEE % LIEISRIEES Rk
Accrued Accrued Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
A FESHFIE] A  JESFIE A JESHFIE A JESHFIE]
HK$ Mn| HK$ Mn HK$ Mn HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn
AN EHETT BN R A EET| B R BN EET| BN EET B EET B EHET
Trade bills measured at
FVOCI
HOEEHE A S E s DA
A THEEENE AR
- Grades 1-15: Pass
- 1154 - Gt 480 - 8 - - - 488 -
- Grade 18: Substandard
- 1840 : - - - - - - - -
Total carrying amount at fair
value
S THI (B 483 — 21
fEE 480 - 8 - - - 488 -
Impairment allowances
SR - - - - - - - -
2021
Lifetime ECL not credit-| Lifetime ECL
impaired credit-impaired
12-month ECL| FEEEF RIVELIHIAZ| EHEF RIIELIHINZ T Totall
12{8 5 A2 TS SR TAEE % LIEISRIEES 4
Accrued Accrued Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
A FESHFIE] A  JEEFIE] A JESHFIE A JESHFIE]

HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn|
B ET] BN E T SN B S BN EE T AN EE T BN E T BEET

Trade bills measured at
FVOCI
HOEEHE A S E s DA
A THEEENE AR
- Grades 1-15: Pass
- 1154 - Gt 10,212 - - - - - 10,212 -
- Grade 18: Substandard
- 184 - TR - - - - - - - -
Total carrying amount at fair
value
IRTE{EAEE — AT
EE 10,212 - - - - - 10,212 -
Impairment allowances

TRAE B 2) - - - - - @) .
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEmEERE (4)

(a) Credit risk management (continued) (a) EEEEEH (8)
(vii) Credit quality analysis (continued) (vii) EEBEZEST (8)
Credit quality of financial assets other than loans and BREFR BT EE S EEE ()

advances (continued)

2022

Lifetime ECL not credit-| Lifetime ECL|

impaired credit-impaired
12-month ECL| FEEEF RIVELIHIAZ| EEF RHIELIHINZ T Total
12{8 5 A2 TS SR TAEE % LIEISRIEES Rk
Accrued Accrued Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
A ESHHIE A  JESFIE A JESHFIE A JESHFIE]

HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn|
B E T BN E T SN B S AN EE T AN EE T BN HE T BBEET

Placements with and
advances to banks

TESRATHERR B B

- Grades 1-15: Pass

- 1158 : &% 60,204 122 - - - - 60,204 122
Total gross carrying amount
S THI (B 4850 60,204 122 - - - - 60,204 122
Impairment allowances
IRt (1) - - - - - 1) -
Carrying amount
JRIAIE 60,203 122 - - - - 60,203 122
2021
Lifetime ECL not credit-| Lifetime ECL|
impaired credit-impaired
12-month ECL| JEEEF RIVELIHIAZ| EEF BHIELIHINZ T Total
128 5 N 2 TS &R TAIISERK HEERK 4t
Accrued Accrued| Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
K| JERHFIE A TEHFIE K| JERHFIE K| JEEFIE

HK$ Mn) HK$ Mn HK$ Mn HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn
AT RN E ST BN ETT) BN ST BN R BT ST BN H ST B EETT

Placements with and
advances to banks

TESRATHERR B B

- Grades 1-15: Pass

- 1154« &% 74,743 10 - - - - 74,743 10
Total gross carrying amount

MR EAE%H 74,743 10 - - - - 74,743 10
Impairment allowances

B HEA (1) - - - - - (1) -

Carrying amount
HR I (E 74,742 10 - - - - 74,742 10
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEmEERE (4)

(a) Credit risk management (continued) (a) EEEEEH (4)
(vii) Credit quality analysis (continued) (vii) EEBEZEST (8)
Credit quality of financial assets other than loans and JRE R B S S B 2 ()
advances (continued)
2022
Lifetime ECL nof| Lifetime ECL
12-month ECL credit-impaired credit-impaired
128N ZTHIIE S| JHMEER BRIIELIHIN| EEF RINELIHIN Total
RPN Z TG SRR TS EE% L
HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn
AEEEIT A EE T AEEE T A EE T
Loan commitments
ERUKE
- Grades 1-15: Pass
- 1158 : G1% 334,520 3,906 - 338,426
- Grades 16-17: Special Mention
- 16-174% : FERE - 373 - 373
- Grade 18: Substandard
- 1848 : W4k - - - -
Total 4H4H 334,520 4,279 - 338,799
Impairment allowances
ERIER (107) (19) - (126)
Financial guarantee contracts
WHEREYS
- Grades 1-15: Pass
- 1-154% : &G1% 12,476 1,058 - 13,534
- Grades 16-17: Special Mention
- 16-174% : F/ERE - 28 - 28
- Grade 18: Substandard
- 184« Wk - - 662 662
Total #& 12,476 1,086 662 14,224
Impairment allowances
BAEZER (14) (4) (174) (192)
2021
Lifetime ECL not| Lifetime ECL
12-month ECL credit-impaired credit-impaired
12EAANZHIEE IHEER RITEHN| 81 RIELIHIN Y Total
[iEES Z IS &% THIHE B4R G
HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn
AREET AEET AHEET AEE T
Loan commitments
ERUKE
- Grades 1-15: Pass
- 1158 : G1% 261,879 2,999 - 264,878
- Grades 16-17: Special Mention
- 16174 : F/ERE - 31 - 31
- Grade 18: Substandard
- 1848 : WAk - - 1 1
Total 4H4H 261,879 3,030 1 264,910
Impairment allowances
BAEE (126) (17) - (143)
Financial guarantee contracts
MGHEERES
- Grades 1-15: Pass
- 1158 : &1 21,433 2,393 - 23,826
- Grades 16-17: Special Mention
- 16-174% - FHERE - - - -
- Grade 18: Substandard
- 184« Wk - - 320 320
Total #&%H 21,433 2,393 320 24,146
Impairment allowances
BAEZER (7) (7) (17) (31)




43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(a)

Credit risk management (continued)

(vii) Credit quality analysis (continued)

Credit quality of financial assets other than loans and

advances (continued)

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

individual counterparty limits set.

EERBREE (8

(a)

EERBEER (4)

(vii)) FEEZRS (8D

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

Debt investment securities
measured at amortised
cost

PR ENRB RS
%

Aaa

Aaa

Aa1 to Aa3

Aa1%EAa3

A1to A3

A1£A3

Baa1 to Baa3
Baa1%Baa3

Below Baa3

Baa3ll

Unrated fiEEF4%

Total gross carrying amount
IRTEE4EEH
Impairment allowances
REAE

Carrying amount

IRm{E
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BEARBGS I LR ENEEEE (#)

HeX G EERREE T - BEAEEEEE
R TR T E B B R AR R
A [ TR AT T -

P R o IR NI E SRR > A
AR - S E SR ATRP RS - PrEEZ
BRAFCENEEER T

2022
Lifetime ECL not credit| Lifetime ECL|
impaired| credit-impaired
12-month ECL| FEEEF RIVELIHIAZ| E & BRI ELIHINZ 7 Total
128 H A Z RIS SRA THEME BHAK s EIRA A
Accrued| Accrued| Accrued Accrued
Principal interest] Principal interesf| Principal interesf] Principal| interest]
K|  TESHRIE G ! K| FEEHFIE A FESHFIE
HK$ Mn HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn
AT BN AT BN AT BN E T BN H AT BT s BT ET A EET
3,210 1 - - - - 3,210 !
4,068 72 - - - - 4,068 72
2,248 18 - - - - 2,248 18
538 7 405 4 193 2 1,136 13
3,584 48 368 8 253 5 4,205 61
13,648 146 773 12 446 7 14,867 165
(66) @] (98) 2 (241) @) (405) (10)
13,582 145 675 10 205 - 14,462 155
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEEafaE# (49)

(a) Credit risk management (continued) (a) EERmERE (&)
(vii) Credit quality analysis (continued) (vii) EEEZS (8)
Credit quality of financial assets other than loans and BRE R BN BN BB (48)

advances (continued)

2021
Lifetime ECL not credit-| Lifetime ECL|
impaired| credit-impaired
12-month ECL| JEHEER BREYELIIINZ| FEF RIVELIHIN 2 1] Total
12(8 H N2 TEIE SR TAEEEH% HIfEEHEK 4
Accrued| Accrued| Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
A FESHHIE A JESHFE A FESHFIE A FESHHIE
HK$ Mn HK$ Mn| HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn
A EET B EE T BN EE T BN EE T B EE T EEEE Y BT s BEEET
Debt investment securities
measured at amortised
cost
BB AT BRVEBESE
#
Aaa
Aaa - - - - - - - -
Aa1 to Aa3
Aal1%ZAa3 2,680 - - - - - 2,680 -
A1to A3
A1£A3 4,363 80 - - - - 4,363 80
Baa1 to Baa3
Baa1%:Baa3 2,464 21 - - - - 2,464 21
Below Baa3
Baa3ll'F 1,223 17 524 12 - - 1,747 29
Unrated fiEzF4R 5,433 61 - - - - 5,433 61
Total gross carrying amount
MR EEE%H 16,163 179 524 12 - - 16,687 191
Impairment allowances
BAEZER (97) ) (44) 1) - - (141) 2)
Carrying amount
RIAIE 16,066 178 480 11 - - 16,546 189
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEafsE® (49)

(a) Credit risk management (continued) (a) EEEEEH (8)
(vii) Credit quality analysis (continued) (vii) (EEEZ9M (&)
Credit quality of financial assets other than loans and BREGIR B Ml A EEZ ()

advances (continued)

2022
Lifetime ECL not credit Lifetime ECL|
impaired credit-impaired
12-month ECL| FHEER RIVEXIHINZ| EEF RIELIHINZTH Total
12(8 H N2 TEIS SR THIE % LiESEIEEN Rt
Accrued| Accrued Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
A ESHFIE A JESHFE A JESHFE A JESTHLE
HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn
AN EETT BN ST e ET RN EET B EET B EHET BEEET SBEEET
Debt investment
securities measured
at FVOCI
HOEEHA R E R UK
BNSHEERRAES
Eita-tiosd
Aaa
Aaa 7,305 10 - - - - 7,305 10
Aa1 to Aa3
Aa1%EAa3 21,855 37 - - - - 21,855 37
A1to A3
A1£A3 56,412 798 - - - - 56,412 798
Baa1 to Baa3
Baa1Z%Baa3 37,906 419 803 9 - - 38,709 428
Below Baa3
Baa3LLl T 233 2 228 3 - - 461 5
Unrated #fEz74% 2,815 37 - - - - 2,815 37
Total carrying amount at
fair value
IRTAIE AR — 3 A HEE | 126,526 1,303 1,031 12 - - 127,557 1,315
where impairment
allowances included
FFE R EE (214) (2) 41) - - - (255) 2)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEafsE® (49)

(a) Credit risk management (continued) (a) EEEEEH (8)
(vii) Credit quality analysis (continued) (vii) (EEEZ9M (&)
Credit quality of financial assets other than loans and BREGIR B Ml A EEZ ()

advances (continued)

2021

Lifetime ECL not credit- Lifetime ECL|

impaired credit-impaired
12-month ECL| FHEER RIVEXIHINZ| EEF RIELIHINZTH Total
12(8 H N2 TEIS SR THIE % LiESEIEEN 4
Accrued| Accrued Accrued| Accrued
Principal interest] Principal interest] Principal interest] Principal interest]
A ESHFIE A FESHFIE A FESHHIE A JESHFIE

HK$ Mn| HK$ Mn| HK$ Mn| HK$ Mn HK$ Mn HK$ Mn| HK$ Mn| HK$ Mn|
AT ET BEEE T BNEE T BN E ] B EE T B E s BEE s BEEET

Debt investment
securities measured
at FVOCI

HOEBHAM SRR AR
AR EEEAEE
Eita-tiosd

Aaa

Aaa 7,261 9 - - - - 7,261 9

Aa1 to Aa3

Aa1%EAa3 20,891 6 - - - - 20,891 6

A1to A3

A1£A3 57,540 830 - - - - 57,540 830

Baa1 to Baa3

Baa1Z%Baa3 35,530 343 159 2 - - 35,689 345

Below Baa3

Baa3llF 80 1 15 - - - 95 1

Unrated fEsT4R 3,336 36 - - - - 3,336 36
Total carrying amount at
fair value
IRTAIE AR — 32 A HEE | 124,638 1,225 174 2 - - 124,812 1,227
where impairment
allowances included

FFE R EE (184) ) ) - - - (186) 2)

Debt investment
securities measured
at FVOCI classified
as assets held for
sale

FEm A 2 R DA
WA EEST 2 A ETR
& ERTAE
HEARE

Aaa

Aaa - - - - - - - -

Aa1 to Aa3

Aa1%EAa3 19 - - - - - 19 -

A1to A3

A1%£A3 665 4 - - - - 665 4

Baa1 to Baa3

Baa1%Baa3 628 5 - - - - 628 5

Below Baa3

Baa3LL T - - - - - - - -

Unrated fiEz 4] 538 3 - - - - 538 3

Total carrying amount at
fair value

IRAI{EAREH — f2 N PEE 1,850 12 - - - - 1,850 12

where impairment
allowances included

ER A @) - - . ; . @ }




43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEafsE® (49)

(a) Credit risk management (continued)

(vii) Credit quality analysis (continued)

Credit quality of financial assets other than loans and

advances (continued)

The following table sets out the credit analysis for non-trading

financial assets measured at FVTPL.

Debt investment securities

Aaa

Aa1 to Aa3

A1to A3

Baa1 to Baa3

Below Baa3

Unrated

Total carrying amount at fair value

Debt investment securities
classified as assets held for sale

Aaa

Aa1 to Aa3

A1to A3

Baa1 to Baa3

Below Baa3

Unrated

Total carrying amount at fair value

The following table sets out the credit analysis for trading debt

investment securities.

Debt investment securities

Aaa

Aa1 to Aa3
A1to A3
Baa1 to Baa3
Below Baa3
Unrated

Total carrying amount at fair value

(a) EEEREER ()
(vii)y EEEZRS (8
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BEARBG ML R ENNEEEE (H)

MR R DU A B R AR
LR EEREE T -

2022 2021
HK$ Mn HK$ Mn
AEEETT AWEETT
AR
Aaa - -
Aa1%Aa3 - -
A1ZEA3 192 352
Baa1%Baa3 2,963 3,887
Baa3ll T - -
fEETAR 115 126
IR (E4EH — F A TEE 3,270 4,365
BEHREEFTEARA
TEHEHEE
Aaa - -
Aa1%FEAa3 - -
A1%EA3 - -
Baa1%Baa3 - 26
Baa3ll - _
RERTAR - -
MRTME SE%E — f A PEE - 26
I?%%WH’E/Y:%m%ﬁ%i%&%%ﬁ%ﬂ@%%ﬁ
o
2022 2021
HK$ Mn HK$ Mn
AHEET AREET
AR
Aaa - -
Aa1%Aa3 99 -
A1EA3 1,176 1,632
Baa1%Baa3 - -
Baa3lL T - -
AR - -
IR E4E — B AN TEE 1,275 1,632
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEafsE® (49)

(a) Credit risk management (continued) (a) EEmEpEEMH (4)
(vii) Credit quality analysis (continued) (vii) EE8Z&5 (8)
Credit quality of financial assets other than loans and PREF R B S AT E NG REE ()
advances (continued)
The following table shows the credit quality of the TR BT TEEER S REE ZEF(E
counterparties to which there were exposures arising from EEESFTUF -
derivative asset transactions.
2022 2021
HK$ Mn HK$ Mn
AEEETT HAEEETT
Derivative assets TTETEEE
Aal to Aa3 Aa1ZFAa3 8,317 106
A1to A3 A1ZEA3 1,183 700
Baa1 to Baa3 Baa1#Baa3 612 920
Below Baa3 Baa3ll - -
Unrated EETAR 980 1,655
Total carrying amount at fair value  HRTAEIESE4H — 1/ HEE 11,092 3,381
Cash and balances with banks BI& RIER THIE T
At 31t December, 2022, the Group held cash and balances #2022 12H31H » AEERKFEH S KR
with banks of HK$54,581 million (2021: HK$55,091 million), of TTHIGE(T Ryt 0545, 8118 7T ( 20214F @ ki
which 97% (2021: 98%) of cash and balances with banks 550.91(&7C) o Bl SR A E i =T
counterparties that are rated at investment grade, based on 4 H‘q:97% (20214 : 98\%) MR 4 B AT

Moody’s Investor Services, or equivalent ratings.

AT A TSR B ROk -



43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(a)

TERERERE (8

Credit risk management (continued)

(viii) Details of key areas in measurement of ECLs

The Group adopts a forward-looking “expected credit loss”
model for measuring and recognising impairment loss to meet
the requirement of HKFRS 9.

The impairment requirements of HKFRS 9 are complex and
require management judgements, estimates and assumptions,
particularly in the following areas, which are discussed in detail
below:

- Assessing whether the credit risk of an asset has increased
significantly since initial recognition; and

- Incorporating forward-looking information into the

measurement of ECLs.

The key inputs into the measurement of ECL are Probability of
default (PD); Loss given default (LGD); and Exposure at
default (EAD).

The Group has established a framework to determine whether
the credit risk on a particular financial asset has increased
significantly since initial recognition (see Note 2(h)(vii)). The
framework aligns with the Group’s internal credit risk
management process.

Credit risk grades

For majority of the Group’s portfolios, the Group assigns each
exposure to a credit risk grade that is determined according to
the predicted level of the risk of default. Credit risk grades are
defined using qualitative and quantitative factors that are
indicative of risk of default. These factors vary depending on
the nature of the exposure and the type of borrower.

The table below provides the 12-month Probability of default
(“PD”) range for each credit risk grade of retail and non-retail
portfolios. The table also provides an indicative mapping of
how the Group’s internal credit risk grades relate to PD and,
for the non-retail portfolio, to external credit ratings of Standard
& Poor’s.
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(a) (EEmEpEE (4)

(viii)

FTE SR ) R B2 R RYRRAL

REEFH—EAFEER T EIE SR
& BRIDUE RIS (B SRS
HI) EROSRIDRIEE

(BB BBEELER]) SBOSRITRERUE AR
Sl PG R SR T 1 LR~ R G
FRRRAE LN T el 2 B

- MG RS ER(E SRR g TR YIhR
JERFHARAR I > R

B oAl E TR B DU £ R T E B 1
4o

PSS ) [EAIR R A RETH
R (PD) -~ R (LGD) RIETTE
BEiE (EAD) -

B TR T B DI E K — SR A EAE
B e S EIE AR SE R BB . (ST
sE2(h)(vii) ) - BEEHIBEAEERI AR (EE
R EHEE

(EHEREL

HRALEBEARSUEEAESE  FEEKE—
118 5 55 b AR HE AR A2 2 40 Fm\ B 9 PRI T PR 72
—{E(E SRR - {5 A e 4k R
BOEBRIEMEMNEEREZAREE - EER
FHURT R AR SEATVEE AR

R T T ERIFTEREHSVEEE
PR 4R HY 1248 F B AR - %
FERRM T AEEIET EEEHAINEE
b S 4 LR A 5 R P S BT P R AR YT 4R
NS

Internal Credit Remarks on default risk 12-month PD range External Rating Benchmark
risk grade BEORERBEIHEE 12{# F PDFE SIEREPARAEAE
PIBR1E R AR
1-3 Minimal to Low risk 0.0000% t0%20.0857% | AAA toZA-
i/ N AR R
4-8 Moderate risk 0.0857% t04:0.4290% | BBB+ to%BBB-
R
9-11 Substantial risk 0.4290% to%:1.6500% BB+ to£BB-
s v i
12-15 High risk 1.6500% t0%28.3531% B+ to%B-
= AR
16-17 Very High risk 8.3531% to£100% CCC+toZC
AR e e
18-20 Default 100% D
L
For the remaining portfolios without credit risk grade NG T E2AEEHEEBES SN ESEH

assignment, references of peer bank PD estimates of similar
portfolios and the long-run average default rate of the portfolios
are used.

& HMERBOEEESIERTIRTER
AR MFHHI S H B S B AR E

B -



43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFE®RE (48)

Page 298

(a) Credit risk management (continued) (a) EEEfEERE (48)
(viii) Details of key areas in measurement of ECLs (continued) (viil) TFEEAEEEE ) SRR EEZ R

Generating the term structure of PD

Credit risk grades are a primary input into the determination of
the term structure of PD for exposures. The Group also collects
historical performance and default information about portfolios
of credit risk exposures analysed by jurisdiction or region and
by type of product and borrower as well as by credit risk
grading. For some portfolios with no internal data available,
information from external data sources is used. In particular,

(&)
BB BRI RS

15 P LB S5 4 2 B A 2 T AR I F PR A5
EZEA - AEEINEEEAEER M
& UEEA B AT (5 SRR AR - DURE St
B AERRNIEH DR A5 B o P4 Y FRE S e 3
FOEENER o W — g AN BB E
He > BINTBERIRAE S EWRER - Rl

=) £
E

Portfolio External data sources

He SNERBURR

Debt exposures

575 SR\ 7R s Moody’s: Annual default study corporate default and recovery rates
Bank exposures R R IEAITE 2 A FIRELPRAIRE R

SRAT R RiE

Sovereign exposures Moody’s: Sovereign default and recovery rates

TR R 2l T FREEGSIVELPREARIER

The Group deploys statistical models to analyse the data
collected and generate estimates of PD of exposures expected
to change as a result of the passage of time. The estimation of
PD term structure makes use of the annual credit risk grade
transition for the portfolios with credit risk grade assignment.
For the portfolios without credit risk grade assignment and no
credit risk grade transition information available, the PD term
structure estimation is referenced to forecasts of economic
index relevant to the portfolio.

LGD is the magnitude of the likely loss if there is a default. For
the retail and corporate portfolio with sufficient historical loss
and recovery data, the collateral recovery rates and the LGD
estimates can be derived. For portfolios with insufficient
historical loss and recovery data, either reference to peer bank
LGD estimates of the similar portfolios or external data source
are used for deriving the LGD estimates.

For portfolio with individual assessment of credit risk mitigation
measures, collateral values are projected for different
economic scenarios so as to reflect the LGD estimates under
different economic scenarios. For other portfolios, different
scenario portfolio LGDs are derived by benchmarking to
corresponding LGDs within a long period of historical LGDs.

EAD represents the expected exposure in the event of a
default. The EAD of a financial asset is its gross carrying
amount at the time of default. For lending commitments or
undrawn limit of retail revolving products, the EAD is the
potential future amounts that may be drawn under the contract.
For financial guarantees, the EAD represents the amount of
the guaranteed exposure when the financial guarantee
becomes payable. The EAD estimates are adopted using the
parameters suggested by BASEL or statistical model based on
historical data.

Significant increase in credit risk

Exposures are subject to ongoing monitoring, which may result
in an exposure being moved to a different credit risk grade
when the risk of asset changes. The Group primarily identifies
whether a significant increase in credit risk under HKFRS 9 has
occurred for an exposure by comparing:

G BER AR TR AT FTUER AV B > 36
AR TH o DRI P A% 1 8 2R LI IE T B
AREIMEEHE - BAE M RRES S RAvH
&, B R U S 4y A R R DL A
SHHIETSOARIIRGERS - HIVEAER
JE\f 4R Sy BO AT AH & B0 A BT A A9 (S AR RS
FHRMIER - BRSARHIRGE M2
BT Bl S HRBRATAOE TR B -

WRFHRY > ERBRREARRLNE
£ o HEA AR SRR R R R RE S
BN EHEAE A - AT DU [
RAVEIRRRMEHE - BRI BRI
ERIEA RV A - AT DA A TSR
SHE VIR BB R AR Al THE B NI R R A
TUEFRA R E -

LT 3 R B 4L T
SR R A B TS B LU R
SO T HRGTIEARST - B
& RE R A R B T B
S A 8 B4R SR (R AT
B -

B TR PSR IE SR 84 AR B AR A TR U
A E YR TR R e B R SR IR
[EAEEE - BN EROREEE B A LR
FEHUPREE R e R T R & E 12
HUHIARATEAE 8 - S BHERR - BT
i 7 2 A 755 9 O ) SO0 Y 4 L <
a1 o BT ERHE (G PR BASELE R 2
BECERIRE SR B A TR -

B B e (5 B

15 BB\ bR IS e 2 B P A H R B e
A PR 2 F S BT -
18 (EBB ISR 5695 - BRI
—E AR E ST A B I £
Lz A -
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

(a) Credit risk management (continued) (a) =eElEEHE (48)
(viii) Details of key areas in measurement of ECLs (continued) (viii) Ejgf@%gﬁﬁi 5 fEB T B gAYk

Significant increase in credit risk

Exposures are subject to ongoing monitoring, which may result
in an exposure being moved to a different credit risk grade
when the risk of asset changes. The Group primarily identifies
whether a significant increase in credit risk under HKFRS 9 has
occurred for an exposure by comparing:

- the credit risk grade at the reporting date; with

- the credit risk grade at the initial recognition of the
exposure.

The Group deems the credit risk of a particular exposure to
have increased significantly since initial recognition if the
current credit risk grade deteriorates by a pre-determined
number of notches. The criteria for determining the number of
notches may vary by portfolio and include a backstop based
on delinquency.

As a backstop, and as required by HKFRS 9, the Group
presumptively considers that a significant increase in credit risk
occurs no later than when an asset is more than 30 days past
due. Also, being Special-mention under HKMA classification is
also an indicator of significant increase in credit risk.

The Group monitors the effectiveness of the criteria used to
identify significant increases in credit risk by regular review to
confirm that:

- the criteria are capable of identifying significant increase in
credit risk before an exposure is in default;

- exposures are not generally transferred directly from 12-
month ECL measurement to credit-impaired; and

- there is no unwarranted volatility in loss allowance from
transfers between 12-month ECL and lifetime ECL
measurements.

Incorporating ~ forward-looking _information _into  the
measurement of ECLs

The Group has identified key drivers of systematic credit risk
for each portfolio of financial assets based on an analysis of
historical data in which relationship between macro-economic
indicators and the systematic credit risk is exhibited.

The Group formulates economic forward looking scenarios for
the view of the future direction of major economic indicators
such as GDP, unemployment rate, property price index,
interest rate and other economic indicators specific to
particular portfolio.

B EEE (= SR

(S B RRIE G R a2 B e AE H R B R
AR I R 2R FR(E SRR -
T (EEM B EAEN]) HO5FET - LM
—EEENE SRS BN IS A
FERGZEE -

- REEHOEERRERER; A

- ARSI EYE SRR -

MHE—HEAEITE B R CEA R
WHEARE R R RF RS T e (AR e B
fya - AR B ENE SRR E A
BOEN - AEIEEM GG DR EIEE
BF R R - 6 DA I (E R TR
TR -

TE (BB EHEAER) FHET - 1FRh—(E
FAREAE - REEFRA—- EaiE#30H
HVEE Ry (5 B R CASHREN N - BEAh - 7
BB SR E R R T Bk L &Rkt
T EEREREE R -

SR B B A A (5 B e e g 9 iy B AR AR E
AR - B E R AR -

- BB PR TR SR YE R LY AT (5 &
JR\B A -

- ERRRIE R E R 12 AN TG
BREAEFEEL T REE K

- AEHECRE R B RIS E
12 i AN Z FHIEERAN SN
THHIE SR TP B SR R
) -

BOHEE SR M E R E SRR

A G BT IR SR B M R B RO F PR 2
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Y EAL SRR -
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

(a) Credit risk management (continued) (a) EeElEEE (&)
(viii) Details of key areas in measurement of ECLs (continued) (viii) Ejgf@%gﬁﬁi 5 (SRt B gAY Rk
Incorporating __forward-looking __information __into __the B & Hi I ORY DR 45 B T (S SR Ok

measurement of ECLs (continued)

For each portfolio, the key drivers under forward looking
scenarios are applied for estimating the systematic credit risk
component of an obligor's PD used in calculating ECLs. In
addition to PD, relevant macro-economic indicators are used
for projection of the collateral value for recovery rate estimates
used in ECL calculation.

The Group adopts the use of three economic scenarios. In
each region/country where the Group operates, the Group
formulates probability for each scenario and forecast the major
macro-economic indicators to reflect the Group’s forward-
looking view on the future business outcomes in that particular
region/country under each scenario.

The forecasts of baseline scenario are based on advice from
the in-house economic experts and considerations of a variety
of actual and forecast information, such as economic data and
forecasts published by governmental bodies and monetary
authorities in the regions/countries where the Group operates.
The Group also takes reference from forecasts by international
agencies and private sector analysts as far as possible to
formulate a more objective forecast, while taken into account
the current domestic and international economic
developments, and changes in local economic policies.
Autoregressive econometric model is applied as a tool to
forecast the equity and property prices movements in the
regions/countries concerned.

The baseline scenario represents the most-likely outcome that
the Group expects. The corresponding probability is reflecting
the confidence of the future uncertainties are being captured in
the baseline scenario forecast.

The other scenarios are an optimistic scenario and a
pessimistic scenario, to capture the less likely, yet possible,
upside and downside divergence from the baseline forecast.
These scenarios and their probabilities represent the Group’s
view that in case the future outcome is outside the expectation
as in the baseline scenario, how likely it would be optimistic
(i.e. unexpectedly good) or pessimistic (i.e. unexpectedly bad)
and how unexpectedly good or unexpectedly bad outcomes
will be, based on current economic outlook, potential domestic
and international economic and political risks affecting the
regions/countries the Group has business presence, and the
strength of a region/country’s fundamentals to weather through
crises. Forecasts for these two scenarios are mainly derived
based on a modification of the Bank of England’s fan chart
model, where the Group’s economic research team assumes
the divergences from the baseline scenario are derived from
historical volatility of the data series. The spread for the
pessimistic scenario is greater than that of the optimistic
scenario to reflect the Group’s prudent view against downside
risks.

The baseline, optimistic and pessimistic scenarios are updated
quarterly to timely reflect a change in the current economic
sentiment locally and internationally.

(&)

N EREHE - AuiEtEs & T AR SR
EIEESSIREN S RV EPNE 8] R SRS
(SRR AT ERIE SRR - bR
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

(a) Credit risk management (continued) (a) =eElEEHE (48)
(viii) Details of key areas in measurement of ECLs (continued) (viii) Ejg%ﬁ%g*ﬁgi o R B R AR
Incorporating __forward-looking __information __into __the /a\ i B ok DU (i L TE A (S SR

measurement of ECLs (continued)
Baseline Scenario - Hong Kong

Hong Kong's economy recorded a worse than expected
contraction. Despite the government gradually relaxing
pandemic control measures and disbursing another round of
consumption vouchers, Hong Kong’s economic recovery in
2022 was held back by the pandemic, a rapidly tightening
global monetary environment, escalating geopolitical tensions,
highly volatile global financial markets, and weak consumer
spending and business sentiment, etc. Among the major
expenditure components, the economic contraction was
mainly attributable to the weak external sector and investment
performance, while domestic private consumer spending
stayed largely stagnant.

Looking forward, Hong Kong’s economic outlook remains
uncertain. On one hand, Hong Kong’'s domestic economic
activities and employment market are expected to further
recover if the pandemic situation continues to stabilize and its
negative impacts fade. Together with the gradual resumption
of quarantine free travel as well as additional government
support measures, Hong Kong’s domestic economic activity is
expected to recover more meaningfully. On the other hand, the
external environment is still expected to be weighed by the
ongoing geopolitical tensions, a rapidly tightening monetary
environment, potential energy shortage, highly volatile global
financial markets, and other headwinds, leading to further
downside pressure. Overall, Hong Kong's economic
performance is expected to stage a notable recovery in 2023,
while inflation remaining moderate.

Baseline Scenario - Mainland China

Mainland China’s economy was affected by the ongoing
pandemic, prolonged property market correction, and global
economic slowdown. Industrial sector and infrastructure
investment played a major role in economic recovery, while
services and real estate lagged somewhat behind. As such,
the Mainland authorities have enhanced its supportive
measures to accelerate investment, alleviate financial
pressure on enterprises, and stabilize demand in the property
market, with additional support to finance infrastructure
investment. The People’s Bank of China (PBoC) has reduced
its loan prime rates and reserve requirement ratio.
Furthermore, housing policy restrictions at the city level have
also been gradually relaxed, indicating a strong intention to
stabilize the property markets.

Looking ahead, Mainland China’s economic outlook will still be
hinged by the evolving pandemic condition, property market
performance, slowing global economic outlook, escalating
geopolitical tensions, and other persistent headwinds. Since
November 2022, the Mainland authorities have introduced a
more meaningful change to the policy stance for optimizing the
pandemic control work and expanding funding support for
quality property developers. With stability remains a priority
objective, more supportive macro policy stance, particularly
boosting domestic demand, is expected in 2023. In the post-
pandemic era, the Mainland China will continue to focus on
dual circulation strategy as well as innovation and technology-
driven growth for its next stage of economic development.
Overall, Mainland China’s economic growth is expected to
record a more respective growth in 2023, with inflation
remaining moderate.
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) TFEEEEEH ()
(a) Credit risk management (continued)

(viii) Details of key areas in measurement of ECLs (continued)

Incorporating forward-looking

information

measurement of ECLs (continued)
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(a) (EEmEpEE (4)

(viii) TTHMEEHRL , SES EE 2Rl
(&)

3 o i M P et DAPE i TR (5 B R R
(&)

Forecast of Key Macroeconomic Indicators (3 years average

F GRS ETEN (34 (2023 -

(2023 - 2025)) 2025) )
Scenario Macroeconomic Indicator Hong Kong China
HE= TRB e i FE
Optimistic GDP (YoY growth) 6.2% 6.7%
EEBE R BN AR AR E N R
Property Price Index (Compounded 2.5% 2.8%
annual growth rate)
it EERIEH (EEFITERE)
Unemployment Rate 2.3% 5.0%
3-month Interest Rate 5.9% 4.7%
3{E F AR
Baseline Real GDP (YoY growth) 3.0% 5.0%
BN 5 N4 LA ES R
Property Price Index (Compounded -1.0% 1.3%
annual growth rate)
Gt ZEERS TR (EaFIIHER)
Unemployment Rate 3.1% 5.1%
3-month Interest Rate 4.5% 3.6%
SE H HAFI =
Pessimistic GDP (YoY growth) -0.3% 3.4%
AR R BN A FEAR Y =
Property Price Index (Compounded -4.8% -0.3%
annual growth rate)
it EERIGE (EEFITNER)
Unemployment Rate 4.2% 5.2%
3-month Interest Rate 4.1% 2.5%
SEIERRIES
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

(a) Credit risk management (continued) (a) =eElEEHE (48)
(ix) Impairment allowances reconciliation (ix) R{EZEMFERE
The following tables show reconciliations from the opening to NV G Rl T E A A E o B R S
the closing balance of the impairment allowance by type of B R 45 65 B SR AL AR ETHE - 4rBlStHERY
financial instrument. The reconciliation is prepared by T AR ESR I EE T F1HE 1253151
comparing the position of impairment allowance between 1% 2% E R T T e g = e
January and 31%' December at transaction level. Transfers E%iéggﬁgiﬁiﬁgi?ﬁifggi
between different stages of ECL are deemed to occur at the = - 2? R f ~%{-J g i ey
beginning of the year and therefore amounts transferred net /?557355 E Tﬁgﬁ{? %*E%E'E&Eﬁﬁglﬁ
to zero. The re-measurement of ECL resulting from a change HYEE TR T R FHIE SR G s H ey
in ECL stage is reported under the ECL stage in which they TEIAE EIRAIEEIE T -
are transferred to.
Explanations of 12-month ECL, lifetime ECL and credit- BN 12(8 H N Z TEEHE E1E% - &8N
impaired are included in Note 2. THEA S S84 M S B8R BRyfre R sE2 -
2022

Lifetime ECL not Lifetime ECL
credit-impaired credit-impaired
12-month ECL  FHEEFRRMNE EEFRIVGY

12ARNZTE IR ZTERE IR EES Total
s EHE% HHEE [iEES HaEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AHEETT BEEET A E T AHEET
Loans and advances to
customers RIS
Balance at 1% January 1B 1H &SR 670 528 3,231 4,429
Transfer to 12-month ECL  ##Z= 12 H N FEHH
EEHRE 155 (155) - -
Transfer to lifetime ECL not ##ZEIEEER LS
credit-impaired YHAA > FEER(S &
Ei=FS (27) 54 (27) -
Transfer to lifetime ECL HEEEERNBENEY
credit-impaired BN > FERA (S &8
ES (24) (141) 165 -
New financial assets TR A 2 W
originated or RS - BT
purchased, assets G B
derecognised, H;gi:/x
repayments and further S
lending 350 114 273 737
Write-offs s - - (3,095) (3,095)
Net remeasurement of DR
impairment allowances E5E (EIESNE
(including exchange )
adjustments) (35) 626 4,094 4,685
Balance at 315 December 12531 H45ER 1,089 1,026 4,641 6,756
Of which: e
For loans and advances Gtz A% =
to customers at LRI (M
amortised cost (Note  pg(g) )
28(a)) 1,084 1,018 4,518 6,620
For related accrued FAHRHFEU ETF £
interest (H1:234)
receivable(Note 34) 5 8 123 136

1,089 1,026 4,641 6,756




43. PRINCIPAL RISK MANAGEMENT (CONTINUED) TFEEEEEH ()
(a) Credit risk management (continued) (a)

(ix) Impairment allowances reconciliation (continued)

EEREER (H

)

(ix) RfEAEGEIRE (8D
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2021
Lifetime ECL not Lifetime ECL
credit-impaired credit-impaired
12-month ECL JHEEARRNNEG EEFRNELN
12(ARNZTE IR ZTERE BN EES Total
L IEISEiEES ISSiEPS [iEES S
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AHEET BEEET HEETT HAHEET
Loans and advances to
customers E R ESK
Balance at 1% January P1H1HAVEER 849 1,041 3,025 4,915
Transfer to 12-month ECL  ## % 12{@ H XN 2 TEHA
EEHRE 150 (150) - -
Transfer to lifetime ECL not ##ZEIEEER LS
credit-impaired YIHAN > THEA(E &
Ei=VS (19) 24 (5) -
Transfer to lifetime ECL HEEEANENEY
credit-impaired BN > FEEA(S &8
ES (10) (371) 381 -
New financial assets TRAE B A
originated or B ~ BONHESY
purchased, assets G R —
derecognised, B
repayments and further S
lending 4) 46 (74) (32)
Write-offs Higg - - (2,397) (2,397)
Net remeasurement of JEELE A E T
impairment allowances EITEE (EFESNE
(including exchange )
adjustments) (296) (62) 2,301 1,943
Balance at 31t December 12431 HY45E8 670 528 3,231 4,429
Of which: Hp o
For loans and advances 5Lz A& =
to customers at LRI (M
amortised cost (Note  pg(5) )
28(a)) 667 527 3,177 4,371
For related accrued FEAHBAFEU ES T FI S
interest (H1234)
receivable(Note 34) 3 1 54 58
670 528 3,231 4,429

The total contractual amounts of loans and advances to
customers written off during the year ended 31" December,
2022 and 2021 which are still subject to enforcement activity are
HK$1,067 million and HK$2,397 million respectively.

EEZE20224F 1 20214E12 H 31 H IEEFE N EH

SHAYE P B R

JC

R E B T TR ETT B
s BRI ST 3l By A 10.67 (T R i 23.97
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) TFEEEEEH ()
(a) Credit risk management (continued)

Impairment allowances reconciliation (continued)

(a)

EERBERE (4
(ix) RfEAEGEIRE (8D

2022
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Lifetime ECL
not credit- Lifetime ECL

Debt investment
securities

Balance at 1% January

Transfer to 12-month ECL

Transfer to lifetime ECL not
credit-impaired

Transfer to lifetime ECL
credit-impaired

New financial assets
originated or
purchased, assets
derecognised,
repayments and further
investment

Write-offs

Net remeasurement of
impairment allowances
(including exchange
adjustments)

Balance at 315 December

Of which:

For debt investment
securities measured at
amortised cost

For related accrued
interest receivable
(Note 34)

For debt investment
securities measured at
FVOCI

For related accrued
interest receivable

12-month impaired credit-impaired
ECL JEEEFREM EERRENE
12ANZTE &8N AN 2 TEIH Total
LEIEISEIEES LHEISEiEEN {EEEL dag
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
EHE &I EHEHET EHE &I EHE &I
REREES
1 A1HBSS R 284 47 - 331
#1218 H N 2 TEHA
EEEL - - - -
HERIHEETR RS
KHANZ TEEAE S
Bk (11) 1 - -
HEEERRNEGY
AN TERAE &R
ES (5) (13) 18 -
JRAE B A gt
B~ R
e
25 21 - 46
TAERE I E SR E
TFEE (RSN
#)
(10 75 230 295
P12A31HIV4S6R 283 141 248 672
Hrp e
ARG &
IEB I EE S
66 98 241 405
LAE BB ES T
B (hf34)
1 2 7 10
67 100 248 415
A A A
Witz DA B S
EEtENEBIEE
e 214 41 - 255
FAHRAE U ES T F]
B 2 - - 2
216 41 - 257
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

The impairment allowan

(a) Credit risk management (continued) (a) EaEEEE (8)
(ix) Impairment allowances reconciliation (continued) (ix) JREEFEIE (8)
2021
Lifetime ECL
not credit- Lifetime ECL
impaired credit-impaired
12-month ECL  JFEEARRAY EERARHIGY
12ANZE AN ZE  HANZEREES Total
LIEISEiEEN WEEHEE [=EN HaEE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BWEETT AHEET AHEEET AHEEET
Debt investment
securities REREES
Balance at 1% January A BE1HIGEE: 273 - - 273
Transfer to 12-month ECL  §#%12([E A N FaHH
EEEE - - - -
Transfer to lifetime ECL not & JE(EZ &R B &
credit-impaired YR > FREA(S &
Ei=PS (6) 6 - -
Transfer to lifetime ECL HEEEERNBRENEY
credit-impaired HAN > FEEA(= B8
New financial assets JRAE A 4R
originated or B BsTEsE
purchased, assets o R
derecognised, i
repayments and further A
investment (27) 26 - 1)
Write-offs TN - - - -
Net remeasurement of TR EEHNE =
impairment allowances SR (EIESNES
(including exchange #)
adjustments) 51 15 - 66
Transfer to assets held for #EEEHEHEEE
sale (7) - - (7)
Balance at 31% December 112 31 H14565 284 47 - 331
Of which: Horr e
For debt investment RIS R A ST B
securities measured at R ESE
amortised cost 97 44 - 141
For related accrued WA B U FE ST
interest receivable B (ff34)
(Note 34) 1 1 - 2
98 45 - 143
For debt investment weiE s E A
securities measured at (25 DI F RN (T
FVoC ERYR GoliZtztita
o 184 2 - 186
For related accrued FAH R FE EE R
interest receivable = 2 - - 2
186 2 - 188

ces of debt investment securities

measured at FVOCI are not separately recognised in the
statement of financial position because they have been
adjusted to the carrying amounts of debt investment securities
measured at FVOCI as their fair values.

22300 2 LA < T U 2 DA ST B N B (B AT Y
{5 S5 YRR AL A8 {6 1 FE R B IR R PO e
w0 o DRI A LA T W g PSR P (E (E
SHEMEBRE S IREERE A TE

& -



43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

(a) Credit risk management (continued) (a) =eElEEHE (48)
(ix) Impairment allowances reconciliation (continued) (ix) JAEEFHEIE (48)

2022

Page 307

Lifetime ECL not

credit-impaired Lifetime ECL
12-month ECL  JEEER RIS credit-impaired
1(EARZIEE  HHAZERE EEFRIEEIH Total
[EISEiEVN HiRL N HHIEEEA HEEH
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEETT BEEETT I ETT AEETT
Others HAt
Balance at 15t January N H1HSE R 143 24 85 252
Transfer to 12-month ECL 12 H N2 TE (S
[REEES 2 ) . )
Transfer to lifetime ECL not i EJEEER BIVESY
credit-impaired HAN > THEA S &8 - - - -
Transfer to lifetime ECL credit- &£ {E &R EAYE4IHA
impaired W2 RIS EHR% (1 7 8 -
New financial assets TR e RlE
originated or purchased, o WS EE R
assets derecognised and i
repayments 11 3) 68 76
Write-offs b6t - - - -
Net remeasurement of BB E =T
impairment allowances #H (EFEYNESRL)
(including exchange
adjustments) (22) 11 77 66
Balance at 315! December 12 A 31 HEy4EER 133 23 238 394
Of which: Hrp e
For trade bills measured at T A A EA A U
FVOCI T AR B SHE(EE T
BINHEZ RS - - - -
For related accrued interest  GiAHREEULESTFI &
receivable - - - -
For trade bills measured at SIS R AT EY
amortised cost (Note 26) E o EE (i
26) - - - -
For related accrued interest 5t FERAMESRES T .
receivable - - - -
For placements with and AL SR TR R B
advances to banks = (ffE25 )
(Note 25) 1 - - 1
For related accrued interest  GiAHREEULESTFI B
receivable - - - -
1 - - 1
For cash and balances with  5tF8 4 fESRTTHISE
banks (Note 24) 7 (ff24) 2 - - 2
For related accrued interest  GiAHREEULESTFI E
receivable - - - -
2 - - 2
For loan commitments and ORISR B4
financial guarantee &% (f1237)
contracts (Note 37) 121 23 174 318
For account receivables and G HE 2 HAHE
other accounts other than TH (JEULFESTFI B
accrued interest h
receivable (Note 34) I ) 9 - 64 73




43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEFEE (48)

(a) Credit risk management (continued)

(x)

Impairment allowances reconciliation (continued)

Others
Balance at 15t January
Transfer to 12-month ECL

Transfer to lifetime ECL not
credit-impaired

Transfer to lifetime ECL credit-
impaired

New financial assets
originated or purchased,
assets derecognised and
repayments

Write-offs

Net remeasurement of
impairment allowances
(including exchange
adjustments)

Balance at 315t December

Of which:
For trade bills measured at
FVOCI

For related accrued interest
receivable

For trade bills measured at
amortised cost (Note 26)

For related accrued interest
receivable

For placements with and
advances to banks
(Note 25)

For related accrued interest
receivable

For cash and balances with
banks (Note 24)

For related accrued interest
receivable

For loan commitments and
financial guarantee
contracts (Note 37)

For account receivables and
other accounts other than
accrued interest
receivable (Note 34)

(a)

(ix)

EERBERE (4
IEAERTER (4

2021
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Lifetime ECL not

credit-impaired Lifetime ECL
12-month ECL  JEEER RIS credit-impaired
1AM N TENE  (SEF RELH Total
[E=¢iE0N HEL N TEHAGEEL Rl
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
A EETT A E T HEEETT I EETT
HAt
AERAELE eSS 89 19 121 229
128 B N2 TEAE
HHE% 2 (2) - -
HEIHEET RVEY
AN TEIRE Bk - - - -
EEEET RIELIH
W2 TEHAE BRk - - - -
TR e RlE
E -~ BN EE R
et (14) 1 ) (14)
5 - - (124) (124)
TERE RN B R
H (BRESNETEE)
66 6 89 161
1231 HiEEER 143 24 85 252
Hep:
skt HAt A U
ZRPAR W PE(E R
BN F 2 - - 2
SARRA R ERT RS
2 - - 2
A R AET R
EGEE (i
26) - - - -
AR R FEER TR S
AR SR TR R
K (Hfi25) ; ;
AR R FEER TR
1 - - 1
B AT SR TS
7 (hf#24) 3 - - 3
SARRA R ERT RS
3 - - 3
R FURIEF IV S5IE
REY (H1H37)
133 24 17 174
BRI HAIR
T (JEUERTFE
£3 7134
BRoN)  (Hfat34) 4 i 68 72

The impairment allowances of trade bills measured at FVOCI
are not recognised in the statement of financial position
because the carrying amount of trade bills measured at

FVOCI is their fair value.

P A 2 S DR A B (E R A
5 SR A A R FE A S IR R A
70 PRl i EA S T g DA S fE
FHRAVH S EBRIREERE A THEE -



43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(a)

TERBEHE (4)

Credit risk management (continued)

(x) Collateral and other credit enhancements

The Group has established guidelines on the acceptability of
various classes of collateral and determined the corresponding
valuation parameters. The guidelines and collateral valuation
parameters are subject to regular reviews to ensure their
effectiveness over credit risk management.

The extent of collateral coverage over the Group’s loans and
advances to customer depends on the type of customers and
the product offered. Types of collateral include residential
properties (in the form of mortgages over property), other
properties, aircraft, other registered securities over assets,
cash deposits, standby letters of credit and guarantees.
Collateral generally is not held over balances and placements
with banks, and loans and advances to banks, except when
securities are held as part of sale and repurchase and
securities borrowing activity. The Group takes possession of
collateral through court proceedings or voluntary delivery of
possession by the borrowers during the course of the recovery
of impaired loans and advances. These repossessed assets
are reported in the statement of financial position within “other
assets” (Note 2(t)). If the recovery from the repossessed
assets exceeds the corresponding gross exposure, the surplus
fund is made available either to repay the borrower’s other
secured loans with lower priority or is returned to the borrower.

Collateral held as security for financial assets other than loans
and advances is determined by the nature of the instrument.
Debt securities, treasury and other eligible bills are generally
unsecured with the exception of asset-based securities and
similar instruments, which are secured by pools of financial
assets. However the credit risk may be implicit in the terms or
reflected in the fair value of the corresponding instruments.

The Group’s preferred agreement for documenting derivatives
activity is the ISDA Master Agreement which covers the
contractual framework within which dealing activity across a full
range of over-the-counter products is conducted and
contractually binds both parties to apply close-out netting
across all outstanding transactions covered by an agreement,
if either party defaults or following other pre-agreed termination
events. It is also common for the Group to execute a Credit
Support Annex in conjunction with the ISDA Master Agreement
with the counterparty under which collateral is passed between
the parties to mitigate the market contingent counterparty risk
inherent in the outstanding position.

For contingent liabilites and commitments that are
unconditionally cancellable (Note 45), the Group will assess
the necessity to withdraw the credit line when there is a
concern over the credit quality of the customers. Accordingly,
the exposure to significant credit risk is considered as minimal.
For commitments that are not unconditionally cancellable, the
Group assesses the necessity of collateral depending on the
type of customer and the product offered.

(a)
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EERBERE (4)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(b)

TERBER (E)
Market risk management

Market risk is the risk arising from adverse movements in market
rates and prices such as interest rates, foreign exchange rates,
equity prices, debt security prices and commodity prices, which
result in potential losses for the Group. The aim in managing market
risk is to reduce the Group’s exposure to the volatility inherent in
market factors.

The Asset and Liability Management Committee deals with all
market risk-related issues of the Group. It is also responsible for
conducting a regular review of interest rate trends and deciding the
corresponding future business strategy. Market risk is managed
daily by the Treasury Markets Division of the Group within the limits
approved by the Board or the Asset and Liability Management
Committee. The Market & Liquidity Risk Management Department
under the Risk Management Division of the Group is responsible for
monitoring activities relating to market risk. The Internal Audit
Division performs periodic reviews to ensure that the market risk
management functions are performed effectively.

The use of derivatives for trading and the sale of derivatives to
customers as risk management products are integral parts of the
Group’s business activities. These instruments are also used to
manage the Group’s own exposures to market risk, as part of its
asset and liability management process. The principal derivative
instruments used by the Group are interest rate, foreign exchange,
and equity-related contracts, in the form of both over-the-counter
derivatives and exchange-traded derivatives. Most of the Group’s
derivatives positions have been entered into to meet customer
demand and to manage the risk of these and other trading positions.

In this connection, the key types of market risk that must be
managed are:

(i) Currency risk

The Group’s foreign currency positions arise from foreign
exchange dealing (including derivatives), commercial banking
operations, and structural foreign currency exposures. The
Group’s non-structural foreign currency exposures are
denominated in major currencies, particularly USD and RMB.
All foreign currency positions are managed within limits
approved by the Board and the Asset and Liability Management
Committee.

Structural foreign currency positions, which arise mainly from
foreign currency investments in the Group’s branches,
subsidiaries, and associated companies, are excluded from
value-at-risk measurements, as related gains or losses are
taken to reserves. Such foreign currency positions are held with
the intention of hedging any adverse effect, partially or totally,
of exchange rate movements on the capital adequacy ratio.
The Group seeks to match its foreign currency denominated
assets closely with corresponding liabilities in the same
currencies.

(b)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEE#EHE (%)

(b) Market risk management (continued) (b) TEEEEE (&)
(i) Currency risk (continued) () &EER (8
The Group had the following net structural positions which REEHSERH » RERNU TEBMERE
were not less than 10% of the total net structural foreign TFEEAR RN SERE MR M S B 49 4E10% ¢

currency position at the end of the reporting period:

2022 2021
RMB MYR usb RMB MYR usb
NG Ll S NG L FEIT
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn

BEEET  EROEIT BYREE T BEEED T BBOET BEOET

Net structural

position R R 15,727 2,335 (9,098) 17,014 2,335 (12,983)
(i) Interest rate risk in trading book (i) XSGR MR b

The Group’s trading interest rate positions arise from treasury KREBENAZ SLHE IR ARG EE K
and dynamic hedging of retail and commercial banking PERESRIT TSI BhRE S o FIRE i A A 2
activities. Interest rate risk is managed daily by the Treasury S ST e e S A % S
Markets Division of the Group within the limits approved by the o e 1 L A 2 T 3 (] A5 ] o A ,13
Board or the Asset and Liability Management Committee. The ﬁgﬁﬁ?ggf;ﬁg;;%;;?ﬁ,AEE%E*
instruments used to manage interest rate risk include interest ?;’i : i ARG S M\ .
rate swaps and other derivatives. For the interest rate risk ijE gf?&f!&,;%ﬁ&'ﬁﬁ%ﬁﬁhé‘ﬁ’ﬂﬂ%@kﬁmﬁ
management of the Group’s banking book positions, please = A2 EITEE43(e) -

refer to Note 43(e).

(i) Equity risk (iif) B0 U
The Group’s equity positions arise from equity investment and REFER DR AR BRI E & FEG
dynamic hedging of customer-driven business. Equity risk is MEIEE S o B R LSS EEE
managed daily by the Investment Department within the limits BAEEE OGN A EARSHEES SR
approved by the Board, Investment Committee, or the Asset ﬁ%ﬁ@]ﬁﬁﬂﬁ\%@\o N h

and Liability Management Committee.

Market risk control limits have been set at varying levels according s E IR 4E A R E R DA & B HE 2%
to the practical requirements of different units. The Board approves BFIREET o BRI IR E A
the core control limits and has delegated the authority to set detailed (ERETIZ B e gt B eI - B

control limits to the Asset and Liability Management Committee. e s BRI ASR E , 3t H BE .
Risk, return, and market conditions are considered when setting SRR - [ R TSRS - i H R

BEPUE R o
limits. Active limit monitoring is carried out. IREAEAZ P

In this connection, the Asset and Liability Management Committee L H » EEAEEHEE AT S ]
monitors the related market risk arising from the risk-taking activities TR b BB S A= AR RE TR R o TR LTSS
of the Group to ensure that market risk exposures are within the TR e A A S [ 1 SR R 2 BB N o AR i

Group’s risk tolerance levels. Risk exposures are monitored B o e s a b [ 1y LA I =
frequently to ensure that they are within established control limits. ;ﬁ@%é% L > DGR SRR B REE
=t SR

The Group quantifies the market risk of the underlying trading R [ S (E AR A L AERA AR S A & Y TS JE
portfolio by means of VaR. VaR is a statistical estimate that W o ES{E ST Fryihst » FskE s
measures the potential losses in market value of a portfolio as a R A R RIS T AT AR

result of unfavourable movements in market rates and prices, EAF) L L FESTEEHE o
assuming that positions are held unchanged over a certain horizon PRI MR AT 5 | B0 Sy i (LB AR

time period.

The Group estimates VaR for the Group’s trading portfolio by the A (B 20 R SRR R B AN AR AL S AH A T R
historical simulation approach, where the VaR is calculated by 8 > Hige e s sl b B S E S s s 2
revaluing the portfolio for each of the market movement scenarios AR ST B S E DTSRG - %75

obtained from the historical observation period. This methodology YY) e ST ) T 38 2
uses movements in market rates and prices over a one-day holding g1 FLRS R - O9% B /KV- LA R L AP e

period with a 99% confidence level under a two-year observation SACHE ST TS5 R SR BT 1) -
period.

The market value of listed shares, the fair value of private equity R E ~ AR A IR ETRAS (4%
funds and unlisted equities (collectively the “Unlisted Securities”), B TIEETEES ) WA EE N A EE LS
are subject to limits and these are managed by the Investment FEIRAEAS T o JE b T A R A - B

Department of the Group. The Unlisted Securities are not included S It B | B [ S T o S -
in the VaR for the equity trading position, and are managed through T ESES ARG R ANRREF - HEAR

AT I B @8 o= HkG = [BAE o
delegated limits. The limits are subject to regular review by the Asset HEZ RGeS T R e
and Liability Management Committee.



43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEE#EHE (%)

(b) Market risk management (continued)

The Group estimates VaR for the Group’s trading portfolio by the
historical simulation approach, where the VaR is calculated by
revaluing the portfolio for each of the market movement scenarios
obtained from the historical observation period. This methodology
uses movements in market rates and prices over a one-day holding
period with a 99% confidence level under a two-year observation
period.

The market value of listed shares, the fair value of private equity
funds and unlisted equities (collectively the “Unlisted Securities”),
are subject to limits and these are managed by the Investment
Department of the Group. The Unlisted Securities are not included
in the VaR for the equity trading position, and are managed through

(b)

MG ER (41

ST e 2 PR S A5 S AN SR S A A e
{8 - HAE R S B R T R R 5
HWAMESETENGEMRRRE - 0752
RIB1HFFEH ~ 99%E (57K P LU B LR It %2
HARE RS AR R AR R B -
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R OIEITE - AR A R IR By (4t
T8 TR LATEESR ) B PEES A SRR A
FEIRETER - JF LT E IR > B
FEFEEL SR EERE RN - BEAE

Y I B e JE o= HRG = B
delegated limits. The limits are subject to regular review by the Asset HEZ ARG RTX IR e
and Liability Management Committee.
Value-at-risk statistics R E 4aT
2022
At 31t
December Maximum Minimum Mean
127314 s (39 Ty
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEET AEET | BEEET AREET
VaR for total trading S EB R
activities kel 11 33 11 19
VaR for foreign o
exchange trading HPERE Z R A
positions* fiE” 6 12 5 8
VaR for interest rate HIFRA SRR
trading positions i - 5 - 1
VaR for equity trading He A58 ST
positions i 5 20 5 11
2021
At 31
December Maximum Minimum Mean
R12H31H B A P
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEET AEET | BYEET AHEET
VaR for total trading S EB R
activities kel 28 36 26 31
VaR for foreign e
exchange trading SIS SRR
positions* fiE” 10 13 5 9
VaR for interest rate HIFRA SRR
trading positions i 2 4 - 1
VaR for equity trading B S AR
positions =R 19 26 18 22

* Including all foreign exchange positions but excluding structural
foreign exchange positions.
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(b)

TERERER (8

Market risk management (continued)

(b) TEEEE
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()

2022
At 315 December Maximum Minimum Mean
R127331H i 4(i9 Ty
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BUESTT | BNEET | BNEST | ANEET
Stressed VaR for total LG ENZ R
trading activities RSB 48 27 59 24 41
2021
At 315 December Maximum Minimum Mean
P12H31H B A& S
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEET AETET | ANEET AEET
Stressed VaR for total GG ﬂ"]i@
trading activities JE\ B (E 480 57 74 52 64

A stressed VaR measure is intended to replicate a VaR
calculation that would be generated on current trading portfolio if
the relevant market factors were experiencing a period of stress.

Operational risk management

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, people, systems or from external events.

The objectives of operational risk management are to identify,
measure, assess and monitor the operational risk exposures
associated to the Group; to control and mitigate the exposures by
taking effective measures; to report in a structured, systematic and
consistent manner; and to comply with the relevant regulatory
requirements.

The Operational Risk Management Committee is responsible for
overseeing the effectiveness of operational risk management of
the Group while the Operational Risk Management Department
under the Risk Management Division of the Group assists the
Management in managing the Group’s operational risk, including
the establishment and review of the operational risk management
and resilience policies and framework; designing the operational
risk management tools and reporting mechanism; assessing,
monitoring and reporting the overall operational risk position to the
Management and Risk Management Committee. All the heads of
business units and support units of the Group are responsible for
the day-to-day operational risk management of their units.

The Group has put in place an effective internal control process
which requires the establishment of policies and control
procedures for all the key activities. The Group adheres to the
fundamental principles of proper segregation of duties and
authorisation. The Group adopts various operational risk
management tools such as key risk indicators, risk and control
self-assessments, operational risk incident management to
identify, assess, monitor and control the risks inherent in business
activities and products, as well as purchase of insurance to
mitigate unforeseeable and significant operational risk incidents.
Business continuity plans are established to support business
operations in the event of an emergency or disaster.

32 JBR B\ (B2 AT R T S5 R R A 2 B HARE T
BT REET S EEN R ERE -
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= I
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZE[EpEH (4)

(d)

Liquidity risk management

Liquidity risk is the risk that the Group may not be able to meet its
obligations as they come due because of an inability to obtain
adequate funding (funding liquidity risk); or that the Group cannot
easily liquidate assets quickly without significantly lowering market
prices because of inadequate market depth or market disruptions
(market liquidity risk).

The purpose of liquidity risk management is to ensure sufficient cash
flows to meet all financial commitments and to capitalise on
opportunities for business expansion. This includes the Group’s
ability to meet deposit withdrawals either on demand or at
contractual maturity, to repay borrowings as they mature, to make
new loans and investments as opportunities arise and, last but not
least, to comply with all the statutory requirements for liquidity risk
management, including Liquidity Coverage Ratio (“LCR”) and Net
Stable Funding Ratio (“NSFR”).

The Group reviews the risk profile through regular assessments of
both qualitative and quantitative risk factors to determine its
tolerance of prevailing risk levels against applicable risk appetite
statement for liquidity risk approved annually by the Board. The
Asset and Liability Management Committee is delegated by the
Board to oversee the Group’s liquidity risk management. The
Asset and Liability Management Committee comprises balanced
representation of senior staff from various business units, Treasury,
Risk Management and Finance, who jointly formulate funding
strategies. The Asset and Liability Management Committee sets the
strategy, policy, and limits for managing liquidity risk and the means
for ensuring that such strategy and policy are implemented.
Regular meetings are held to review the compliance status of the
monitoring matrix established and the need for any change in
strategy and policy. Liquidity is managed daily by the Capital
Markets & Liquidity Management Department under the Treasury
Markets Division of the Group within the set limits. The Market &
Liquidity Risk Management Department wunder the Risk
Management Division of the Group is responsible for monitoring the
activities relating to liquidity risk. The Internal Audit Division
performs periodic reviews to ensure that the liquidity risk
management functions are carried out effectively.

The LCR and NSFR statutory requirements are part of the stringent
regulatory regime that covers the liquidity risk management of the
Group. To ensure compliance with the regulatory requirements,
internal targets for LCR and NSFR have been set above regulatory
required levels, after considering the Group’s liquidity risk appetite.
In addition, material changes in the LCR and NSFR are reviewed
regularly by the Asset and Liability Management Committee together
with proposed mitigation actions to cope with adverse changes
arising from, but not limited to, composition of the deposit base and
remaining tenor to maturity, lending activities with respect to different
maturity tenors, and the Group’s asset and liability mix strategy. In
planning the asset and liability mix strategy, the Group’s relevant
business units contribute to an assessment of the impact of asset
growth and funding structure on the LCR and NSFR for review and
decision by the Asset and Liability Management Committee.

(d)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZE[EpEH (4)

(d)

Liquidity risk management (continued)

As part of Group efforts to manage the LCR and NSFR effectively,
emphasis is placed on strengthening the deposit base by retaining
loyal customers and maintaining customer relationships. The Group
balances funding among retail, small business, and wholesale
funding to avoid concentration in any one source. Professional
markets are accessed through the issuance of certificates of deposit,
medium-term notes, subordinated debt, money market placement,
and other borrowings for the purposes of providing additional
funding, maintaining a presence in local money markets, and
optimising asset and liability maturities.

The Group manages liquidity risk of the overseas branches and
significant subsidiary in a holistic approach. The liquidity risk
management policies of the Group are abided by all of the overseas
branches and significant subsidiary, while supplementing their
respective local practices and statutory requirements. Reporting to
the Group Chief Risk Officer, the Risk Management Unit of each of
the overseas branches and significant subsidiary reports and
escalates liquidity risk related matter to the liquidity risk
management team at Head Office. The respective local Asset and
Liability Management Committee or respective local authorities are
also established for overseeing liquidity risk in accordance with the
local regulatory requirements and limits approved.

In addition to observing the statutory LCR and NSFR, the Group has
established different liquidity metrics — including but not limited to
the loan-to-deposit ratio, cumulative maturity mismatch ratio,
funding concentration ratio, intra-group exposure threshold, and
cross currency funding ratio — to measure and analyse the Group’s
liquidity risk. The Group maintains sufficient High-quality liquid
assets (“HQLASs”) as a liquidity cushion that can be accessed in
times of stress. The HQLAs for fulfilling the LCR consist of cash,
exchange fund bills and notes, high quality government debt
securities and other equivalent liquid marketable assets. The
majority of HQLAs are denominated in Hong Kong dollars.
Contingent funding sources are maintained to provide strategic
liquidity to meet unexpected and material cash outflows.

Internally, intra-group funding transactions are carried out at arm’s
length and treated in a manner in line with third-party transactions,
with regular monitoring and appropriate control. A majority of the
Group’s liquidity risk arises from the maturity mismatch gap between
the Group’s asset and liability portfolios. The Group manages
liquidity risk by conducting regular cash flow analysis and projections
through the use of the Bank’s management information system so
as to facilitate the identification of funding needs arising from on and
off-balance sheet items over a set of time horizons.

(d)
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(d)

Liquidity risk management (continued)

The Group also conducts stress-testing regularly to analyse liquidity
risk. Both on and off-balance sheet items and their impact on cash
flow are considered, together with applicable hypothetical and
historical assumptions. The assessment and review of market
liquidity risk are included in the various control processes, including
investment/trading strategy, market risk monitoring, valuation, and
portfolio review. Three stress scenarios — namely an institution-
specific crisis, a general market crisis, and a crisis involving a
combination of the two — are adopted with minimum survival period
defined according to the HKMA'’s Supervisory Policy Manual LM-2,
“Sound Systems and Controls for Liquidity Risk Management”.

With reference to the stress-testing results, the Group identifies
potential vulnerabilities within the Group, establishes internal limits
and formulates a contingency funding plan that sets out the Group’s
strategy for dealing with any liquidity problem and the procedures for
making up cash flow deficits in emergency situations.

The contingency funding plan is designed to be pro-active and pre-
emptive, and stipulates the following three stages:

1. The Group utilises early warning indicators, which cover both
qualitative and quantitative measures, and monitors both internal
and external factors. Should there be any early signs of significant
impact on the Group’s liquidity position, the Asset and Liability
Management Committee is informed. The Asset and Liability
Management Committee will consider appropriate remedial
actions and will consider employing crisis management if the
situation warrants.

2. A Crisis Management Committee, which is chaired by the Co-
Chief Executives, is formed to handle the crisis. Strategy and
procedures for obtaining contingency funding, as well as roles and
responsibilities of the parties concerned, are clearly stated.

3. In the final stage, a post-crisis review is carried out to recommend
necessary improvements to avoid incidents of a similar nature in
the future.

An annual drill test is conducted and the contingency funding plan is
subject to regular review in order to accommodate any changes in
the business environment. Any significant changes to the
contingency funding plan are approved by the Board.

(d)
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(d) Liquidity risk management (continued) (d) JmEhEEEEE (8)
Analysis of assets and liabilities by remaining maturity: B KA EFEIEREARE T -
2022
3 months 1 year or 5 years
orless less but orless
Repayable Within 1 but over over 3 but over Over Undated
on demand month 1 month months 1 year 5 years or overdue Total
UEEIYE 3EAML 1ELLE LR H
SR =274 MEAN Z3(E A Ekes FE5F SHEDLE Bl “EE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEETT BWEET SWEE T BNEEIT BREET  BREET  A%oERx  SNEErT
Assets B
Cash and .
balances with & KAEIRT
banks HIEETT 44,156 - - 96 - - 10,327 54,579
Placements with
and advances to TSR THITFRK
banks FESR - 52,337 7,866 - - - - 60,203
Trade bills H 555 1 147 148 233 - - - 529
Trading assets X5 FRE#E - 1,176 99 - - - 255 1,530
Derivative assets {774 T.H ¥ - - - - - - 11,092 11,092
Loans and o
advancesto &G E
customers K 2,594 53,685 38,832 116,096 202,555 121,575 7,057 542,394
Investment
securities fite-cey - 10,446 10,510 19,043 64,709 40,618 1,681 147,007
Investments in )
associates and BFEAF RS
joint ventures il =it - - - - - - 9,061 9,061
Fixed assets EE & - - - - - - 13,476 13,476
Goodwill and PRI A
intangible assets 7 - - - - - - 1,870 1,870
Deferred tax
assets IRAER Y - - - - - - 1,849 1,849
Other assets HAthE 27 4,845 7,463 18,286 505 437 7,672 39,235
Total assets FIRELEER 46,778 122,636 64,918 153,754 267,769 162,630 64,340 882,825
Liabilities &%
Deposits and .
balances of HRITHITER R
banks &R 2,263 8,074 9,255 5,886 - - - 25,478
Deposits from
customers &P 212,727 106,604 160,879 151,421 16,462 - - 648,093
- Demand N .
deposits and  ~ /GHHTAK
current FAER
accounts IS 65,899 - - - - - - 65,899
- Savings
deposits - BT 145,107 - - - - - - 145,107
- Time, call and . .
notice - ER R
deposits HIFFRK 1,721 106,604 160,879 151,421 16,462 - - 437,087
Trading liabilities 22 5 A & fi - - - - - - 5 5
Derivative
liabilities T HARE - - - - - - 4,145 4,145
Certificates of
deposit issued T3 T8 - 3,559 12,971 12,244 3,888 - - 32,662
Current taxation ~ AEHIE - - - 1,252 - - - 1,252
Debt securities S {TEUHE
issued 7 - - 1,404 672 816 - - 2,892
Deferred tax
liabilities IRAER Y & - - - - - - 226 226
Other liabilities HAth & % 779 5,027 8,261 19,697 1,124 1,541 13,370 49,799
- Lease liabilities - FHE & H | 1 ‘ ‘ 24 ‘ 40 ‘ | 155 ‘ ‘ 347 ‘ ‘ 207 ‘ ‘ - ‘ ‘ 774 ‘
- Other accounts - HAtHRIE 778 5,003 8,221 19,542 777 1,334 13,370 49,025
Loan capital - - - - 11,927 - - 11,927
Total liabilities 215,769 123,264 192,770 191,172 34,217 1,541 17,746 776,479
Net gap (168,991) (628) (127,852) (37,418) 233,552 161,089
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FEEEE (48)

(d) Liquidity risk management (continued) (d) JmEhEEEEE (8)
2021
3 months 1 year or 5 years
or less less but or less
Repayable Within 1 but over over 3 but over Over Undated
on demand month 1 month months 1 year 5 years or overdue Total
UEEIY 3(EAM L 1FEME G H
EUERS 24 MEAX E=3(EH FE1E FE54E SHELE ¢l Haam
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEE T BEE T BEEDT BBEET BRI BNEE T BBEE T BEEET
Assets K
Cash and B
balances with B RAEHRTT
banks K457 43,103 - - - - - 11,985 55,088

Placements with . »
and advances to TESR THIFE

banks &7 - 73,103 1,639 - - - - 74,742
Trade bills B G - 2,596 5,553 2,623 - - - 10,772
Trading assets X5 R TE - 122 - - 1,424 86 851 2,483
Derivative assets {74 TH&7E - - - - - - 3,381 3,381
Loans and X

advancesto A ERKE:

customers K 2,507 69,226 31,993 119,963 198,315 120,417 2,016 544,437
Investment

securities bita oo - 5,123 3,468 29,833 66,365 40,975 1,743 147,507

Investments in v N
associates and HHEAE] K

joint ventures il =i - - - - - - 8,947 8,947
Fixed assets [EEHE - - - - - - 13,844 13,844
Goodwill and PR RS 7

intangible assets 7 - - - - - - 1,885 1,885
Deferred tax

assets IEAEFR I A - - - - - - 1,861 1,861
Other assets HA#E 49 5,380 6,710 20,765 1,152 1,216 7,251 42,523
Total assets ARELEER 45,659 155,550 49,363 173,184 267,256 162,694 53,764 907,470

Liabilities At
Deposits and - .
balances of SRATHIERK R,

banks &R 5,237 7,986 8,540 10,003 - - - 31,766
Deposits from
customers & P1ER 277,711 95,546 164,176 86,374 9,698 - - 633,505
- Demand N y
depositsand  ~ ’ﬁﬁ’qﬁ‘u&
current JSEEL
accounts i3S 79,657 - - - - - - 79,657
- Savings
deposits - BT 196,662 - - - - - - 196,662
- Time, call and . .
notice - EHARGE
deposits HIFERK 1,392 95,546 164,176 86,374 9,698 - - 357,186
Trading liabilities 22 5 F i & fi - - - - - - 5 5
Derivative -
liabilities PrETHERE - - - - - - 5,050 5,050
Certificates of B )
deposit issued #7178 - 7,565 11,652 35,600 9,510 - - 64,327
Current taxation AR - - - 958 - - - 958
Debt securities 34T T {HSE
issued 7 - - 3,058 234 2,555 - - 5,847
Deferred tax
liabilities IRFER I A 13 - - - - - - 559 559
Other liabilities HoAth & fi 1,007 3,542 7,139 20,929 1,490 2,039 6,769 42,915
- Lease liabilities - fHE A 1 29 49 183 434 188 - 884
- Other accounts - HAHRIH 1,006 3,513 7,090 20,746 1,056 1,851 6,769 42,031
Loan capital - - - - 6,488 - - 6,488
Total liabilities 283,955 114,639 194,565 154,098 29,741 2,039 12,383 791,420
Net gap (238,296) 40,911 (145,202) 19,086 237,515 160,655

As the trading assets and debt instruments measured at FVOCI may be FHAME AR 55 & 7 e S Wit N S B 22 (5% 1 B T RE
sold before maturity or deposits from customers may mature without A S HE mif B BR &% 7 1 250 0 BE AE 21 3HA F ok 1R

being withdrawn, the contractual maturity dates do not represent Y > S 4950H H IR R 4 n i Tast g
expected dates of future cash flows. 5 o )
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEREH (41)
FENEEEREE (8

NRER SIS H H B E R R IIZIEDT
A TR Rl S AR THET I S H A 4 A

(d) Liquidity risk management (continued) (d)

The following tables provide an analysis of the undiscounted
cashflow projection of the non-derivative financial liabilities of the

Group at the end of the reporting period based on the dates of their > FHS
contractual payment obligations: .
2022
Between
three
Less than months Between
Carrying Gross cash  Repayable three and one one and More than
amount outflow on demand months year five years five years Undated
b Sian] @A EALL (ES
MR kS [EIlES:=2 74 IPa F14E E5F SHELLE MBI HEA
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ARHET EWEE T BNEHE T BNESS T BWES T BNES T BN EET  BYEETC
Deposits and n
balances of  SRTTHVFER
banks P& 25,478 26,017 2,263 17,510 6,244 - - -
Deposits from
customers F PR 648,093 655,121 212,946 270,268 155,184 16,723 - -
- Demand . -
deposits and - TEIEAK
current -EET
accounts GRS 65,899 65,978 65,978 - - - - -
- Savings
deposits - HETK| 145,107 145,174 145,174 - - - - -
- Time, call -
and notice - FESARE
deposits HIfFRK | 437,087 443,969 1,794 270,268 155,184 16,723 - -
Trading liabilities % 7 F i & {i 5 5 - - - - - 5
Certificates of 3Tk
deposit issued & 32,662 33,270 - 16,727 12,559 3,984 - -
Current taxation Z<FFIE 1,252 1,252 - - 1,252 - B -
Debt securities o T{H#5
issued Eeea 2,892 2,946 - 1,435 690 821 - -
Loan capital fEEHEAR 11,927 13,918 - 50 511 13,357 - -
Other liabilities ~ HAtE 49,799 45,742 540 11,265 18,119 982 1,466 13,370
- Lease
liabilities - HEAEMA 774 872 1 69 171 398 233 -
- Other
accounts - HAWHRIE | 49,025 44,870 539 11,196 17,948 584 1,233 13,370
Total “aE 772,108 778,271 215,749 317,255 194,559 35,867 1,466 13,375




43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(d)

Deposits and
balances of
banks

Deposits from
customers

- Demand
deposits and
current
accounts

- Savings
deposits

- Time, call
and notice
deposits

Trading liabilities

Certificates of
deposit issued

Current taxation

Debt securities

issued

Loan capital

Other liabilities
- Lease

liabilities

- Other

accounts

Total

TERBERE (8
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Liquidity risk management (continued) (d) REpMEEEEE (4)
2021
Between
three
Less than months Between
Carrying Gross cash  Repayable three and one one and More than
amount outflow on demand months year five years five years Undated
b7 o] 3@HA=  3EALL 1EDL L
SR HE it EIlISS=E/e T B e SIEDL b fERFEHEHEA
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BECEHETT EWHE T OBWEETT  AMEETT  ANEE T BYEHE T B¥EHET  BBEET
SRATHIERR
P& 31,766 31,844 5,252 16,553 10,039 - - -
B 633,505 636,607 277,785 260,716 87,586 10,520 - -
- JEHHER
FAEAR
IRE 79,657 79,709 79,709 - - - - -
- FHETK| 196,662 196,674 196,674 - - - - -
HIfF#K | 357,186 360,224 1,402 260,716 87,586 10,520 - -
o R AR 5 5 - - - - - 5
TR
FeA 64,327 64,864 - 19,354 35,906 9,604 - -
REFRIA 958 958 - - 958 - - -
LT
Ees 5,847 5,999 - 3,175 252 2,572 - -
Ef=§- /N 6,488 7,505 - - 278 7,227 - -
B iin=(i 42,915 41,124 960 9,788 20,326 1,228 2,053 6,769
- HEAA 884 987 1 84 200 484 218 -
- HAMARIE 42,031 40,137 959 9,704 20,126 744 1,835 6,769
Harm 785,811 788,906 283,997 309,586 155,345 31,151 2,053 6,774




43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(d)

Liquidity risk management (continued)

TERBERE (8
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(d) FREIMEEBEEE (41

The following tables summarise the undiscounted cashflows of

the Group by remaining contractual

maturity as at 31%

December for derivative financial liabilities that will be settled on
net and gross basis. The Group's derivative financial liabilities that
will be settled on a net basis mainly include interest rate swaps

whereas the derivative financial liabilities that

will be settled on a

gross basis mainly include foreign exchange forwards and futures

and foreign exchange swaps.

TR T AR 12531 H LURER & 4EIFI H SR
G o B PRGN TR R SRR A
PIEERAR - ARERFRAES R DT E SR T
B E RO MR SR 2 01 S
T B EZ SN f S NER] -

2022
Between
three
Less than months Between
Total cash three and one one and
Carrying outflow Repayable months year five years More than
amount Fi&JfH  on demand EHE 3ME AL 1ELLE  five years Undated
MR fE ke BIRRERK PAF EES Es SHELAE EEEEHH
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AREE T BREE T BEEEC BNEHED T BEEE T BNEE D BT BNEET
Derivative financial liabilities
[RRaEt oty = (i 4,145 3,978 37 1,261 1,180 1,172 328 -
Derivative financial liabilities
settled on a net basis
HOFERR R R T E R A
Total net cash outflow
P AR 3,074 6 767 998 1,024 279 -
Derivative financial liabilities
settled on a gross basis
RS 2 TR R A
Total cash inflow
HEERA (51,195) (325)  (33,383) (12,552) (4,782) (153) -
Total cash outflow
HEE R 52,099 356 33,877 12,734 4,930 202 -
2021
Between
three
Less than months Between
Total cash three and one one and
Carrying outflow Repayable months year five years More than
amount Fi&JfH  on demand EHE 3ME AL 1ELLE  five years Undated
R fE YarE BIRRERK AR EES E5F SHELLE EEEEHH
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AREE T BREHE T BNWEEC BN HE T BEEE T BNEHE D BNEE T BNEET
Derivative financial liabilities
T4 ERE A 5,050 6,492 289 1,086 1,910 2,485 722 -
Derivative financial liabilities
settled on a net basis
HOFER R R T E R E
Total net cash outflow
PR 5,194 100 654 1,433 2,284 723 -
Derivative financial liabilities
settled on a gross basis
FHEE RS TR R A
Total cash inflow
L ERA (56,277) (344) (28,681) (24,313) (2,538) (401) -
Total cash outflow
HEE R 57,575 533 29,113 24,790 2,739 400 -




43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(d)

FEEREE (8D

Liquidity risk management (continued) (d)

Certificates of Deposit, Debt Securities Issued, and Loan Capital

In 2022, BEA issued floating rate certificates of deposit and debt
securities with face values of HK$200 million and US$20 million;
fixed rate certificates of deposit and debt securities with face values
of US$1,671 million; and zero coupon certificates of deposit and
debt securities with face values of HK$1,230 million, US$1,338
million, CNY9,920 million, and EUR1,070 million. The Group
redeemed a quantity of certificates of deposit and debt securities
amounting to HK$79,153 million equivalent upon maturity.

At the end of December 2022, the face value of the outstanding
certificates of deposit and debt securities issued was equivalent to
HK$36,041 million, with a carrying amount equivalent to HK$35,554
million.

Page 322

EMEERERE (4
E#TENGE - AR REEEER

20224 > RTIIRATHAT T EAE BBER2(ET X
2,0008 3T IY)F B K fISEE % 0 HER
16. 71 SRITHYE B FERGE M B85 UK E
Fo/BHE12.30(80T ~ 13.38(F527T ~ ARH$99.20(%
TLF10.70{RERTTAYZE BAFRGE S e 77 - A4
T I ) O e O ] 9 25 S e R (R s R 5 i S
BERET1.53(F T -

202212 FJEE - A TTIESMTERIGE R (7538
ZRHMEAR R 1 360.41 (87T - MRAMEAIFH L
HENE355.54{87T -

Maturity Profile of Certificates of Deposit and Debt Securities Issued E&/TESE REFBAIFR

As at 31% December, 2022 j#20224£12H31H

(All amounts expressed in millions of dollars of respective currencies) ( EAFLL 16 EH1 EHE#E TR )

Total
Face Value Year of Maturity
HEE il ieslv)
2023 2024 2025
Amount in currencies of issuance
BTSHENER
Floating Rate &5
HKD 7t 200 - - 200
USD Z=7¢ 818 740 58 20
Fixed Rate (Note) &8, (#fst)
HKD 7t 865 865 - -
USD Z=7¢ 1,703 1,172 430 101
Zero Coupon ZB&
HKD %7t 1,230 1,230 - -
USD Z=7¢ 722 722 - -
CNY AR 5,040 5,040 - -
EUR EUT 329 329 - -
Total Certificates of Deposit and Debt
Securities issued in HKD equivalent
FrAECSTHEREREESES (B%E
=D)
36,041 31,089 3,808 1,144

Note: Associated interest rate swaps have been arranged in order
to manage interest rate risk arising from long-term certificates
of deposit and debt securities issued, if deemed necessary.

In 2022, BEA issued fixed rate loan capital with a face value of USD
250 million and USD 500 million respectively.

At the end of December 2022, the face value of the outstanding loan
capital issued was equivalent to HK$12,229 million, with a carrying
amount equivalent to HK$11,927 million.

Wit - BB EHE BT RAGFHHR EBE5T)
EATFIFE » LA r T i Rt
A -

20224F - FEIRIT T AT T R {8 R 2.50f8 5%
FISEFTTHIEEEA -

20224F12 [ - BB TAES NI B FEA T (A
S 122,20 (BT + WR T 8 31 A8 5 5
119.27(%7T -



43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FZEEEE (4)

(d

Liquidity risk management (continued)

Maturity Profile of Loan Capital
As at 31% December, 2022
(All amounts expressed in millions of dollars of respective

(d
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EMEERERE ()

BEERHFH
17%20224£12 7315
(SEBTLLE [ E A E 3T (7))

currencies)
Total
Face Value Year of Maturity
HmEE il )
2028 2029 2030 2032

Amount in currencies of issuance
BITEHENEY
USD (Note 2, 3, 4) =7 (552, 3,4) 1,350 250 - 600 500
CNY (Note 1) AE# (5%1) 1,500 - 1,500 - -
Total Loan Capital issued in HKD
equivalent
FIAECSTEEEER CBEEE) 12,229 1,951 1,696 4,681 3,901

Notes: 1. The CNY1,500 million loan capital that will mature in

2029 is callable on 25" April, 2024.

2. The US$250 million loan capital that will mature in
2028 is callable on 7" July, 2027.

3. The US$600 million loan capital that will mature in
2030 is callable on 29" May, 2025.

4. The US$500 million loan capital that will mature in
2032 is callable on 22" April, 2027.

(e) Interest rate risk management

Interest rate risk is the risk resulting from adverse movements in
interest rates that affect the earnings and economic value of the
Group’s banking book positions. The Asset and Liability
Management Committee is delegated by the Board to oversee the
Group’s interest rate risk management, establish the strategy and
policy for managing interest rate risk, and determine the means for
ensuring that such strategies and policies are implemented.
Interest rate risk is managed daily by the Treasury Markets Division
of the Group within the limits approved by the Board or the Asset
and Liability Management Committee. The Market & Liquidity
Management Department under the Risk Management Division of
the Group is responsible for monitoring the activities relating to
interest rate risk. The Internal Audit Division performs periodic
reviews to ensure that the interest rate risk management functions
are implemented effectively.

Interest rate risk primarily results from the timing differences in the
re-pricing of interest rate-sensitive assets, liabilities, and off-
balance sheet items in the banking book. In determining the level
of interest rate risk, assessments are made for the gap risk, basis
risk and option risk. The Group manages the interest rate risk on
the banking book primarily by focusing on re-pricing mismatches.
Gap analysis provides a static view of the maturity and re-pricing
characteristics of the Group’s interest rate-sensitive assets,
liabilities, and off-balance sheet positions. Re-pricing gap
position limits are set to control the Group’s interest rate risk.

i

(e)

1. 2029 F ZHIHIA RRHAS (BT IF B E AR
2024474 /525 [ afjgfa] -

2. JER2028 FEFYRITFETT2.5 ([E T (FE B AR
202747 7 H af4go] -

3. fFFR2030 4F Z R FETL6 (BT 1 EE L H
202545 /529 [ afjgje] -

4. JFFR2032 4 FHIHT FETCE (BT (B E LR
2027 474 /722 H FJiE o] -

GRSy

AR B 2 46 A R E R SRAT IR A B A R B (il
f§ “IRRBB”™ ) A2 E N FHYFIHE S H AR K
KOBEEE R RIS AR R - HEA
HEHZAGEERTE  ARESEARED
A A B i BE o BT 7 ) 2 e ik Y SR
5 WHIEMEFERIE - DURECREAT T B SRS S5
e FRERAAEEES TS EEEEENE
EAREEZ B GHENREEREETHEE
B o A B b E R S T BT R Eh P
EHE > AREEANREBAHAEE) o SR
EEIIE AR - HECRF R E R BB AR 1S A
BT ©

AR T 252 SRATIR M PA AR Bl
B A E AR INE E AEF 0E B Y I 2 P
B o EEE IR KPR > SRR - B
2 J e e ST RE J e M T AL - AR B HRAT IR
i L B9 A R e E B A op Y EEET S RIS - 72
B M7 P SR A SR AR AR A Y T AR ORI &
E ~ ARRIHEE A BRI BRI R EET
SRR - RITRA ERT S AR - DAz
AIRBE R s -



43. PRINCIPAL RISK MANAGEMENT (CONTINUED)

(e)

Interest rate risk management (continued)

Sensitivity analysis in relation to the impact of changes in
interest rates on earnings, in terms of net interest income
(“NII”), and economic value, in terms of economic value of
equity (“EVE”) is assessed regularly through a number of
hypothetical interest rate shock scenarios prescribed by the
HKMA. EVE represents an assessment of the present
value of expected net cash flows, discounted to reflect
market rates. As fluctuations in interest rates will affect
earnings, they will also affect its net worth.  Sensitivity limits
are set to control the Group’s interest rate risk exposure
under both earnings and economic value perspectives.
The results are reported to the Asset and Liability
Management Committee on a regular basis.

In order to produce quantitative estimation on IRRBB, the
Group has assumed shock scenarios to interest rate yield
curves which allow changes in economic value and earnings
to be computed with consideration of optionality and
behavioural assumptions. These scenarios are applied to
IRRBB exposures in each currency for which the Group has
material positions.

The prescribed interest rate shock scenarios are provided by
the HKMA in their Supervisory Policy Manual IR-1, Interest
Rate Risk in the Banking Book and generally described as
follows:

1. Parallel up: A constant parallel shock up
across all time buckets
2. Parallel down: A constant parallel shock down
across all time buckets
3. Steepener: Short rates down and long rates
up
4. Flattener: Short rates up and long rates
down
5. Short rate up: Rates up are greatest at shortest
time bucket and diminish
towards current rates in longer
time buckets
6. Short rate down: Rates down are greatest at
shortest time bucket and
diminish towards current rates in
longer time buckets

Based on the sensitivity analysis performed by the Group for
each of the prescribed interest rate shock scenarios for the
annual reporting date at 315 December 2022, the maximum
adverse impact on EVE and NIl over the next 12 months are
HK$1,687 million (31t December 2021: HK$1,093 million)
and HK$2,927 million (315 December 2021: HK$2,792
million) respectively.

Details of the sensitivity analysis on interest rate risk can be
found on the Bank's website accessible through the
“Regulatory Disclosures” link on the home page of the
Bank’s website at www.hkbea.com or at the following direct
link: www.hkbea.com/regulatory disclosures.

(e)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FE®EiEEE (4)

®

-

Strategic risk management

Strategic risk is the risk of current or potential impact on the
Group’s earnings, capital, reputation, or standing arising from
changes in the environment the Group operates in, adverse
strategic decisions, improper implementation of decisions, or lack
of responsiveness to industry, economic, or technological changes.

The objective of managing strategic risk is to identify, assess,
monitor, report, and mitigate strategic risk, and to ensure
compliance with the relevant regulatory requirements.

The Group establishes comprehensive policies, manuals, profiles
and reports to set out the management framework as well as
assessment and monitoring tools.

The Group formulates, and adheres to the Strategic Risk
Management Manual, which outlines a systematic approach to the
management of strategic risk, including a framework for strategic
risk identification, assessment, monitoring, mitigation and control,
thereby enhancing the level of strategic risk management of the
Group.

The Risk Management Committee is responsible for overseeing
the management of the Group’s strategic risk.

Legal risk management

Legal risk is the risk of loss arising from unenforceable contracts,
lawsuits, or adverse judgements that may disrupt or otherwise
negatively affect the operations or financial condition of the Group.

The objective of managing legal risk is to identify, assess, monitor
and report on legal risk, and to comply with the relevant legal and
regulatory requirements.

From time to time, the Group provides training conducted by
qualified internal personnel and/or external lawyers/professionals
to staff members. It also issues reminders to staff members when
necessary. When dealing with legal matters, the Group consults
qualified internal personnel and, when necessary and appropriate,
engages external lawyers with appropriate expertise.

The Operational Risk Management Committee is responsible for
overseeing the management of the Group’s legal risk.

®

(9)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FE®EiEEE (4)

(h) Reputation risk management

Reputation risk is the risk that the Group’s reputation is damaged by
one or more events that result in negative publicity about the
business practices, conduct, or financial condition of the Group.
Such negative publicity, whether true or not, may impair public
confidence in the Group and may result in costly litigation, or lead
to a decline in the Group’s customer base, business, and/or
revenue.

The objective of managing reputation risk is to identify, assess,
monitor, report, and mitigate reputation risk, and to ensure
compliance with the relevant regulatory requirements.

The Group establishes various policies, guidelines, manuals and
codes to ensure compliance with applicable laws, rules and
regulations, and to ensure that the Group maintains a high standard
of corporate governance, which in turn helps to safeguard and
enhance the Group’s reputation.

The Group formulates, and adheres to the Reputation Risk
Management Manual, which outlines a systematic approach to the
management of reputation risk, including a framework for reputation
risk identification, assessment, mitigation, control, and monitoring,
thereby protecting and enhancing the reputation of the Group. The
Guidelines for Incident Response and Management are established
for swift response to and management of unexpected incidents. The
Media Guidelines are established to ensure effective and consistent
delivery of the Group’s key messages to the media.

The Operational Risk Management Committee is responsible for
overseeing the management of the Group’s reputation risk.

Compliance risk management

Compliance risk is the risk of potential losses arising from legal or
regulatory sanctions, fines and penalties, financial losses or
damage to reputation that the Group may suffer as a result of its
failure to comply with laws, regulations, rules, related self-regulatory
organisation standards, and codes of conduct applicable to its
business activities.

The Group establishes various policies, guidelines and manuals to
ensure compliance with all applicable legislation, rules, codes of
conduct, industry standards, and guidelines issued by the relevant
regulatory authorities that govern the Group’s operations. The
Group formulates, and adheres to, the Compliance Risk
Management Manual, which outlines a systematic approach to the
management of compliance risk, including a framework for
compliance risk identification, assessment, monitoring, mitigation
and control, thereby enabling the Group to manage its compliance
risk effectively. Independent regulatory compliance reviews are
conducted on major functions of the Group using a risk-based
approach.

(h)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FE®EiEEE (4)

)

Technology risk management

Technology risk is the risk of loss to the Group due to inadequate
or failed technical processes, people, and/or computing systems,
or unauthorised access or disruption to technology resources, in
particular relating to cyber security and e-banking.

To address increasing cyber security threats, the Group has put in
place adequate security resources and proper control measures
based on a defined risk appetite level. The Group has developed
technology risk related policies and cyber security strategies as well
as comprehensive security awareness programmes to strengthen
cyber security at all levels.

The Group has also established a framework for proper
management of technology risk. The Board and designated
committees at the top level are responsible for overall management
of technology risk for the Group. They lead various working teams
and the “Three Lines of Defence” to address specific areas of
concern.

Comprehensive control policies, standards, guidelines, and
procedures are maintained to ensure that adequate control
measures relating to the security of internet systems and
applications, customer authentication, risk assessment for new
products and services, third-party security and confidentiality,
integrity and availability of information are all in place.

Capital management

The Group’s primary objectives when managing capital are to meet
the regulatory requirements and safeguard the Group’s ability to
continue as a going concern, so that it can continue to provide
returns for shareholders and benefits for other stakeholders, by
pricing products and services commensurately with the level of risk
and by securing access to finance at a reasonable cost.

Capital managed by the Group to achieve these objectives includes
ordinary share capital, retained profits, other reserves, and non-
controlling interests after deductions for goodwill and intangible
assets. It also includes subordinated liabilities, impairment
allowances and regulatory reserve for general banking risks as
allowed under Banking (Capital) Rules.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might otherwise be possible with greater gearing and
the advantages and security afforded by a sound capital position,
and makes adjustments to the capital structure in light of changes
in economic conditions.

The Steering Group for Capital Management and Recovery and
Resolution Planning is responsible for overseeing issues related to
the capital positions and monitoring the capital adequacy against
all regulatory and internal reference. The capital position is also
reviewed regularly by the Risk Management Committee, Risk
Committee and the Board.
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FE®EiEEE (4)

(k)

Capital management (continued)

The HKMA supervises the Group on both a consolidated basis and
a solo-consolidated basis and, as such, sets capital requirements
and receives information of capital adequacy on a regular basis for
the Group as a whole. Individual overseas branches and banking
subsidiaries are directly regulated by respective domestic banking
supervisors, who set and monitor their capital adequacy
requirements.  In certain jurisdictions, non-banking financial
subsidiaries are also subject to the supervision and capital
requirements of domestic regulatory authorities.

In implementing current capital requirements the HKMA requires
the Group to maintain a prescribed ratio of total capital to total risk-
weighted assets.

The Group monitors its capital structure on the basis of the capital
adequacy ratios and there have been no material changes in the
Group’s policy on the management of capital during the year.

The capital adequacy ratios as at 315 December, 2022 and 31
December, 2021 as disclosed are computed on the consolidated
basis of the Bank and certain of its subsidiaries as specified by the
HKMA for its regulatory purposes, and are in accordance with the
Banking (Capital) Rules of the Hong Kong Banking Ordinance.

The Group and its individually regulated operations have complied
with all externally imposed capital requirements throughout the
year ended 31% December, 2022 and 31% December, 2021 and the
Group’s capital ratios are well above the minimum required by the
HKMA.

(k)
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43. PRINCIPAL RISK MANAGEMENT (CONTINUED) FE®EiEEE (4)

o

Climate-related risk management

The Group is of the view that there is growing urgency for
immediate climate action in building resilience and to mitigate
potential negative impacts of climate change. The Group
distinguishes climate related risk between physical risk and
transition risk. “Physical risk” refers to the impacts of weather and
climate-related events, which could lead to disruptions to the
business and operations of banks and their clients. “Transition risk”
refers to the risk related to the process of adjustment towards a
low-carbon economy, which can be prompted by policy, legal,
technology and market changes as climate-change mitigation and
adaptation measures are adopted.

The Bank’s Board of Directors has established a Board-level ESG
Committee to oversee the Group’s ESG performance. The ESG
Steering Committee (“Steering Committee”) reports directly to the
ESG Committee. The Steering Committee, chaired by the Co-Chief
Executive, is responsible for driving ESG strategy development,
assessing the materiality of existing and emerging ESG topics, and
ESG target setting and performance review, which is then reported
to the ESG Committee. The Group Chief Risk Officer sits on the
ESG Steering Committee and is tasked with managing and
reporting on ESG risks.

Through the HKMA-led Climate Risk Stress Test (“CRST”)
exercise, the Group has identified emerging climate risks and
opportunities which may materially affect the Group’s business and
operations. Based on the results from the climate risk and scenario
analysis, the Group is able to determine certain financial and non-
financial impacts of climate change which could manifest in the
major risk categories through impacting of the asset quality (i.e.
borrower repayment ability, collateral quality), valuation of financial
instruments (i.e. market fluctuation), operational resilience (i.e.
operational damage to bank premises and assets and business
disruption) and reputational impact to the Group. The Group has
developed plans to strengthen its strategies and risk governance
framework to ensure its resilience against extreme climate events
and to mitigate the vulnerabilities identified during this CRST
exercise. Due to strong capital buffers built up over past years, the
estimated financial impact from climate change do not create
material capital impact to the Group.

The Group’s climate risk management measures include
supporting customers towards transition to a low carbon economy,
controlling the Group’s exposure to high climate risk sectors, and
the development of net zero roadmaps for both operational
emissions (Scope 1 and 2), as well as financed emissions (Scope
3). The significant climate risk issues will be reported and escalated
to management committees and the Board through the existing
enterprise risk management organizational structure. The Group
has a risk appetite statement for ESG risk, supported by
quantitative metrics established in 2022 for rollout in 2023, to guide
its efforts in managing the impacts that climate change could have
on its business and financial performance.
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS & T B/ AREE

(a) Financial instruments carried at fair value (a) DI EEYIENSRTE

Fair value estimates are generally subjective in nature, and are
made as of a specific point in time based on the characteristics of
the financial instruments and relevant market information. The
Group measures fair values using the following hierarchy of
methods:

Level 1 — Quoted market price in an active market for an identical
instrument.

Level 2 — Valuation techniques based on observable input. This
category includes instruments valued using: quoted market prices
in active markets for similar instruments; quoted prices for similar
instruments in markets that are considered less than active; or
other valuation techniques where all significant inputs are directly
or indirectly observable from market data.

Level 3 — Valuation techniques using significant unobservable
inputs. This category includes all instruments where the valuation
technique includes inputs not based on observable data and the
unobservable inputs could have a significant effect on the
instrument’s valuation. This category includes instruments that
are valued based on quoted prices for similar instruments where
significant unobservable adjustments or assumptions are required
to reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded
in active markets are based on quoted market prices or
counterparty quotations. For all other financial instruments the
Group determines fair values using valuation techniques. Valuation
techniques include net present value and discounted cash flow
models and various market recognised option pricing models.
Assumptions and inputs used in valuation techniques include risk-
free and benchmark interest rates, equity prices, foreign currency
exchange rates, index prices, historical or implied volatilities and
correlations. The objective of valuation techniques is to arrive at a
fair value measurement that reflects the price of the financial
instrument that would be received to sell the asset or paid to
transfer the liability in an orderly transaction between market
participants at the reporting date.
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED) £ TERAREE (4)

(a) Financial instruments carried at fair value (continued) (a)

DUAHEES RNV TE (8

The Group uses widely recognised valuation models for
determining the fair value of common and simpler financial
instruments, like interest rate and currency swaps that use only
observable market data and require litle management judgement
and estimation. Observable prices and model inputs are usually
available in the market for listed debt and equity securities,
exchange traded derivatives and simple over-the-counter
derivatives like interest rate swaps. Availability of observable
market prices and model inputs reduces the need for management
judgement and estimation and also reduces the uncertainty
associated with determination of fair values.  Availability of
observable market prices and inputs varies depending on the
products and markets and is prone to changes based on specific
events and general conditions in the financial markets.

For more complex instruments, the Group uses valuation models,
which usually are developed from recognised valuation
methodologies. Some or all of the significant inputs into these
models may not be observable in the market, and are derived from
market prices or rates or are estimated based on assumptions.
Valuation models that employ significant unobservable inputs
require a higher degree of management judgement and estimation
in determination of fair value. Management judgement and
estimation are usually required for selection of the appropriate
valuation model to be used, determination of expected future cash
flows on the financial instrument being valued, determination of
probability of counterparty default and prepayments and selection
of appropriate discount rates.

The Group has an established control framework with respect to
the measurement of fair values. This framework includes a
valuation control function, namely Financial Instruments Valuation
Group (“FIVG”) which comprises control units independent of front
office management. Procedures for price verification have been
established. Any pricing models to be used would be subject to a
rigorous validation and approval process.
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED) £miTEHAAYEE (4)
(a) Financial instruments carried at fair value (continued) (a) DIAEEEYIENSMTE (4)

The table below analyses financial instruments, measured at fair TEESHNHREHIER > EAFEESRANSE
value at the end of the reporting period, by the level in the fair value Rl T B2 A EEEA R
hierarchy into which the fair value treatment is categorised:

2022 2021
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
B St £ et H—) it E=8 Hag

HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEET EWOET ANoE T BNOE R BRaET EYasET BREERT BRoET
Recurring fair EERREN

value SPEERE
measurement &
Assets RE
o -
F i H At
Trade Bills - Ealie)
Measured at ~ RBHAFH
FVOCI (R - 488 - 488 - 10,212 - 10,212
ZHRRE
Trading assets 23 354 1,176 - 1,530 851 1,632 - 2,483
Derivative PTETEE
assets 23 200 10,892 - 11,092 146 3,235 - 3,381
Investment
securities fita—toei
- Mandatorily - 5%
measured at  EIEZS DI
FVTPL WA A
e - 3,417 732 4,149 2 4,627 808 5,437
- Measured at - f#iHiEH:
FvoCI sl
DURZB A
HEE 24,654 102,903 839 128,396 25,083 99,729 712 125,524
25,208 118,876 1,571 145,655 26,082 119,435 1,520 147,037
Investment
securities e e
classified as WHEHD
assets held BEFAE
for sale HEEE
- Mandatorily - 5%
measured at  iEIEZSDIT
FVTPL WA T
& - - - - 50 26 - 76
- Measured at - fZiEiEEH
FvoCI sl
DURZB A
HEE - - - - - 1,850 - 1,850
- - - - 50 1,876 - 1,926
Liabilities =i
Lo ®RE
Trading liabilities & 5 - - 5 5 - - 5
Derivative PIETHA
liabilities & 99 4,046 - 4,145 98 4,952 - 5,050
Financial %EE?\%@;E
liabilities i LSk
designated at APEERY
FVTPL Eot=t - 24,357 - 24,357 - 36,877 - 36,877
104 28,403 - 28,507 103 41,829 - 41,932

During the years ended 31%' December, 2022 and 2021, there were no B E20224F 5 20214E12 31 HIEZ £ » RIS

significant transfers of financial instruments between Level 1 and Level — R R R EAPEEY SR T

2 of the fair value hierarchy. The Group’s policy is to recognise transfers B> i FN i RS - A E RS

between levels of fair value hierarchy as at the end of the reporting E[Eﬁéﬁﬁ,}i&ﬂ:g@ﬁgxﬁyE{Eﬁzﬁ’zﬁﬂgjﬁiﬁ,ﬂﬁ
7N 70V [=Raabs 1 W IX

period in which they occur.

e
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED) £miTEHAAYEE (4)
(a) Financial instruments carried at fair value (continued) (a) DIAEEEYIENSMTE (4)

Information about significant unobservable inputs in Level 3

RIS =R AERN BRI ZE 2 W

valuations

Unlisted debt securities, equity
securities and investment
funds

JEEMEBE S - BrEs Rk
HHE

Valuation technique
R
Counterparty quote

REHFHRE

Net asset value
HEE

Discounted cash flow
model

B

Market-comparable
approach

RiEEE s G

Significant unobservable input(s) Range
R

EEFTHESH
N/A

FilF

N/A
FiF

Discount rate

#riose

Marketability discount
ST
Earnings multiple

EFIREY

EV/EBIT

TREEE TR R
Marketability discount
R RN

N/A
A

N/A
i

12.2%
(2021 4 : 15.3%)

20%

(2021 4F : 20%)

20.51 - 27.66

(2021 4 : 21.98 — 36.67)

21.61-27.78
(2021 4 : 30.18 — 37.54)
50%

(2021 4% : 50%)

The fair values of unlisted equity instruments mandatorily
measured at FVTPL or measured at FVOCI are estimated using
the discounted cash flow model, on the basis of an analysis of the
investee’s financial position and results, or with reference to
multiples of comparable listed companies, adjusted for a
marketability discount to reflect the fact that the shares are not
actively traded. An increase in the ratio/investee’s financial position
and results in isolation will result in favourable movement in the fair
values, while an increase in discount rate/marketability discount in
isolation will result in unfavourable movement. The fair value of the
unlisted investment funds are estimated by using the net asset
valuations (“NAV”) provided by the managers of the funds.

Valuation of financial instruments in Level 3 are subject to the same
valuation control framework as described above and reviewed
regularly by FIVG.
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED)

(a) Financial instruments carried at fair value (continued)

(1)

Valuation of financial
unobservable inputs

instruments

with

SR TR APEE (5D

Movements in the recognised fair values of instruments with
significant unobservable inputs were as follows:

Assets

At 18t January

Additions/Purchases

Disposals/Settlements

Changes in fair value
recognised in the income
statement

Changes in fair value
recognised in the other
comprehensive income

At 313t December

Total gains/(losses) for the
year included in FVOCI
fair value reserve of the
other comprehensive
income for assets held at
the end of the reporting
period

Total (losses)/gains for the
year included in the
income  statement for
assets held at the end of
the reporting period
recorded in net results
from other financial
instruments at FVTPL

HiE
R1A1H
WA
e EEE

ATEEBBHED
e

A TAREEBIERRN
HA2H s
P28 31 HAERER

PR
HOEB S T
U A T
BT AR
SEGEHIA T
G ST
i/ (k) 4

PR T
> HEMCA A
POk e
A DRI TS
SR AR RI
ZEEREP (5D
e
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(@) DIAEEEVIERNem TR ()

significant (1) {EFAEEMIEEIE 2 SHEIER T A E

CAIR A EREMIFTEESHN T
HAEEBEZEFHOT
2022 2021

Investment Investment Investment Investment
securities securities securities securities
mandatorily ~measured at mandatorily measured at
measured at FVOCI measured at FVOCI
FVTPL i FVTPL iz At 4>
sadlfmE L R sefli s iR EUEs DA
DRBAEEE AHEERE URBAHEE AEEERTR
FHENREE S HIEER S STEARER S D a=Civesd
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
B EIT A EETT B ETT AEMEE T

808 712 850 1,283

31 - 413 -

@1 - (484) -

(80) - 29 _

- 127 - (571)

732 839 808 712

- 127 - (571)

(80) - 29 -
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED) £ TERAREE (4)

(a) Financial instruments carried at fair value (continued) (a) DIAEEEYIENSMTE (4)
(2) Effects of changes in significant unobservable assumptions to (2) HNEHEMIETEHE Y HEEHEEH T2
reasonably possible alternative assumptions SRR P A i e
2022

Effect recorded in profit or loss  Effect recorded directly in equity

HREELH MR B E R R s P

Favourable (Unfavourable) Favourable (Unfavourable)
HH (RFD =gl CRFD

HK$ Mn HK$ Mn HK$ Mn HK$ Mn

BEEET BEEET BEEET AEEET

Financial assets EREE
Investment securities 2 bR EER L

mandatorily measured B PEERE

at FVTPL HITEEE 61 (61) - -
Investment securities Fom s A 2 UL S

measured at FVOCI DURZ LN SE (B

SR EES - - 70 (70)
61 (61) 70 (70)
2021

Effect recorded in profit or loss  Effect recorded directly in equity

BRI R B R R s
Favourable (Unfavourable) Favourable (Unfavourable)

HHF] (FFD A (RFD

HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AREETT AREET AREETT AREETT

Financial assets R

Investment securities ﬁﬁ}ﬁ@i@ﬁﬁ?%’i
mandatorily measured WA HEEE

at FVTPL Efacieas 67 (67) - -
Investment securities A EA S HEIULES
measured at FVOCI DT BN SEAEE
SHRAE S - - 59 (59)
67 (67) 59 (59)
The fair values of financial instruments are in certain EETERYT  srEEm T Bry A EEN
circumstances, measured using valuation models that R EERS > EESEE I IERIBE
incorporate assumptions that are not supported by prices from KR T B B EL i 550 5 (k% » rdE
observable current market transactions in the same instrument HA B w7 ;E; . e —
and are not based on observable market data. The table ﬁﬁ%?ﬁJﬁTEﬁg%ﬁAfgf}%g%ﬁ
above shows the sensitivity of fair values due to parallel E_; SN o {TH/;;;
movement of plus or minus 10 per cent in reasonably possible BOEFTEELMIE ~ R0%HFE AL T8

alternative assumptions. g -
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44. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED) £ TERAREE (4)

(b) Fair values of financial instruments carried at other than fair value (b)

The following methods and significant assumptions have been
applied in determining the fair values of financial instruments
presented below:

(i) The fair value of demand deposits and savings accounts with
no specific maturity is assumed to be the amount payable on
demand at the end of the reporting period.

(i) The fair value of variable rate financial instruments is
assumed to be approximated by their carrying amounts and,
in the case of loans and unquoted debt securities, does not,
therefore, reflect changes in their credit quality, as the impact
of credit risk is recognised separately by deducting the
amount of the impairment allowances from both the carrying
amount and fair value.

(iii) The fair value of fixed rate loans and mortgages carried at
amortised cost is estimated by comparing market interest
rates when the loans were granted with current market rates
offered on similar loans. Changes in the credit quality of
loans within the portfolio are not taken into account in
determining gross fair values, as the impact of credit risk is
recognised separately by deducting the amount of the
impairment loss and allowances from both the carrying
amount and fair value.

(iv) The fair value of financial guarantees issued is determined by
reference to fees charged in an arm’s length transaction for
similar services, when such information is obtainable, or is
otherwise estimated by reference to interest rate differentials,
by comparing the actual rates charged by lenders when the
guarantee is made available with the estimated rates that
lenders would have charged, had the guarantees not been
available, where reliable estimates of such information can be
made.

The carrying amounts of the Group’s financial instruments carried
at cost or amortised cost are not materially different from their fair
values as at 315 December, 2022 and 2021.

PAAAE{E LIS IBRAT & R T B HEE

AEMBRA T YITEMEEEE - DIEELTHY
el TR PHEE

(i) FEIEEHIRIEHETRIGEERF AT
(B{E » T9RE Rl s J 48 R H AT 2K
SRR -

(i) P BB A AT - Ty ATHE
TS - A% T FL A SERORITE - (75
H% o HIHRIE (5 AR R
AT B R S R 53
TOLGERR » PRI ELA T A R ML (5 5
LT -

(i) DU R A A BRI E B ESKRZ I BRI A
SEHEME - TR S SR SR S
HY E R TS FIFRAL I - ARG A SR IL Ry
JiAAtEr o N HEBIEYE SRR BR R
TEEL RO 2P (BB o RE R AL A8 (MRS PR 12 A
ORI LARERE - AEAE A P EERENR > &
FEHENSTHER N E ARSI E

(v) E#HEEEER A FEE  2HU2FE
R PR Y S5 2 o P B Y 2 P LS
BB RN EE § AR B R o] 2 F5
M > I8 DUt SRS S 3% R IR
FTE B B - BUE A HUHER 215
LT T B R ] R Uy i T B AR M L
EEfz - WA & o HH e v] SEATAH B &R DL
TENPAEIE -

A B [ DLl A B 5 ol A AR B9 < i T B AR T
{E > BLEY 2022412 5 31 H R 202146 H Z /4
EEE -



45. OFF-BALANCE SHEET EXPOSURES  &E& ER SN EE

(@)

Contingent liabilities and commitments

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

Page 337

BN I SR I

2IEE FE AT R LA BRI R
T AR R PR R A5 B D < By T 2
BUFEZLIT

2022 2021
HK$ Mn HK$ Mn
T ETT AWEETT
Contingent liabilities ERA(H
Direct credit substitutes EREEAED 4,220 4,664
Transaction-related contingencies B B BRI S ATE H 3,846 4,295
Trade-related contingencies B B REN s RTE H 6,143 5,046
14,209 14,005
Commitments HRIE
Commitments that are unconditionally T HUA T AT A
cancellable without prior notice HYAHE 303,920 232,146
Other commitments with an original
maturity HoAtrRHE Y EHRA H
-upto1year —VEELUT 2,229 3,145
- over 1 year —1EM 32,043 28,914
338,192 264,205
Total HEEH 352,401 278,210
Credit risk weighted amounts (5 & a b e S %H 23,651 21,412

The credit risk-weighted amount is calculated in accordance with
the Capital Rules. Contingent liabilities and commitments are
credit-related instruments which include acceptances, letters of
credit, guarantees and commitments to extend credit. The
contractual amounts represent the amounts at risk should the
contract be fully drawn upon and the client default. Since a
significant portion of guarantees and commitments is expected to
expire without being drawn upon, the total of the contract amounts
does not represent expected future cash flows.

EEREBIE SRS (AR 515 - A
BHSOREREEAMNTA - SiEH DR
EERVR R - EHE - BREFRHE -
GRS E GRS SRR & P BT
ARIE R E - d i TR OREE RoR (T 3HTY
RER R EAEARKIRAT S - SLEHAA
RERFAETRARIR S -



45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b)

Derivatives

(b)

(i) Notional amount of derivatives

Derivatives refer to financial contracts whose value depends
on the value of one or more underlying assets or indices.

The following is a summary of the notional amounts of each
significant type of derivative of the Group:

Exchange rate contracts
Interest rate contracts
Equity contracts

Exchange rate contracts
Interest rate contracts
Equity contracts

BEAFERIIMIER (41

PTETA

(i) PTETHIHESH

U1 TH2 R —THR S B L & & B
E{ERE EEAH G -
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M EIHNTA TR E 2RI #7524

GRS -
2022
Managed in
conjunction
with financial
instruments
designated at
fair value Others,
through profit including
Qualifying or loss held for
for hedge /b ti=Ea DN trading
accounting  FHRAPHE(E HAthr - FE
FrEEd SR TAEAER FEEIER D) Total
3tk EE ik 4
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BREET AEET BEEET BREET
EREY - 4,163 288,758 292,921
ES=E 113,222 19,685 186,718 319,625
Bt &4 - - 4,774 4,774
113,222 23,848 480,250 617,320
2021
Managed in
conjunction
with financial
instruments
designated at
fair value Others,
through profit including
Qualifying or loss held for
for hedge b ik =N trading
accounting  RZHLAEEE HAth > fuFE
FFatd SR TEMER FEELS Total
Ehik EHE Jikas YakE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEET BEEETT BEEET AEEET
FEREL] 48 5,640 286,033 291,721
G 83,518 28,201 291,839 403,558
B &4y - - 8,370 8,370
83,566 33,841 586,242 703,649




45, OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b)

Derivatives

@

(ii)

(iif)

Notional amount of derivatives (continued)

Derivatives arise from futures, forward, swap and option
transactions undertaken by the Group and the Bank in the
foreign exchange, interest rate and equity markets. The
notional amounts of these instruments indicate the volume of
transactions outstanding at the end of the reporting period; they
do not represent amounts at risk.

@
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BEAFERIIMIER (40

(b) FTAETE

TETENAESE (H)

U4 TR HARE R AITIEINE ~ A3 K
R SEHTIS TS B RIS
ML - BET ARSI RS IS
REMARZRAIRZ A& HIAREHRERZ
Je\ B2 -

Fair value of derivatives (i) $74TEZ AN EEE
2022 2021
Fair value Fair value
ATEE ATEE
Assets Liabilities Assets Liabilities
HE & B =l
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AWEETT AMEETT AMEETT AWEETT
Exchange rate
contracts EREL 1,781 1,749 1,207 1,174
Interest rate
contracts FIFREL 9,220 2,297 1,764 3,548
Equity contracts F&(n&4Y 91 99 410 328
11,092 4,145 3,381 5,050
Hedge accounting (iii) st

(@)

Fair value hedges of interest rate risk

The Group uses interest rate swaps to hedge its exposure
to changes in the fair values of certain fixed rate
subordinated notes issued and fixed rate debt investment
securities and loans and advances in respect of a
benchmark interest rate. Pay-floating/receive-fixed
interest rate swaps are matched to specific issuances of
fixed rate subordinated notes or pay-fixed/receive-floating
interest rate swaps are matched to fixed rate debt
securities investment and loans and advances with terms
that closely align with the critical terms of the hedged item.

(a)  FIAE AT A PEE S

ARG DUR A B S 49 B T H ST
MEBREREE  FANERFARE
e BRI AR R B R T B A
(E{EEE AR - P SRS
&N E R 2R & 49 B B AR (B SRR Y
T B AT BB LIS AT [ E AR UHL
PRI A 4O BLE B R ERANC
B BRI H AR S Rk —

2



45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)

(iii)

Hedge accounting (continued)

(@)

Fair value hedges of interest rate risk (continued)

The Group’s approach to managing market risk, including
interest rate risk, is discussed in Note 43(b). Interest rate
risk to which the Group applies hedge accounting arises
from fixed rate subordinated notes issued and fixed rate
debt securities investment and loans and advances,
whose fair value fluctuates when benchmark interest
rates change. The Group hedges interest rate risk only to
the extent of benchmark interest rates because the
changes in fair value of a fixed rate debt security or loan
are significantly influenced by changes in the benchmark
interest rate. Hedge accounting is applied where
economic hedge relationships meet the hedge accounting
criteria.

By using derivative financial instruments to hedge
exposures to changes in interest rates, the Group also
exposes itself to credit risk of the derivative counterparty,
which is not offset by the hedged item. The Group
minimises counterparty credit risk in derivative
instruments by entering into transactions with high-quality
counterparties and requiring the counterparties to post
collateral (see Note 43(a)(x)).

Before fair value hedge accounting is applied by the
Group, the Group determines whether an economic
relationship between the hedged item and the hedging
instrument exists based on an evaluation of the qualitative
characteristics of these items and the hedged risk that is
supported by quantitative analysis. The Group considers
whether the critical terms of the hedged item and hedging
instrument closely align when assessing the presence of
an economic relationship. The Group evaluates whether
the fair value of the hedged item and the hedging
instrument respond similarly to similar risks. The Group
further supports this qualitative assessment by using
cumulative dollar offset method or regression analysis to
assess whether the hedging instrument is expected to be
and has been highly effective in offsetting changes in the
fair value of the hedged item.

The Group establishes a hedge ratio by aligning the par
amount of the hedged fixed-rate loan or note and the
notional amount of the interest rate swap designated as a
hedging instrument. Under the Group policy, in order to
conclude that a hedge relationship is effective, all of the
following criteria should be met.

- The regression co-efficient (R squared), which
measures the correlation between the variables in the
regression, is at least 0.8.

- The slope of the regression line is within a 0.8-1.25
range.

- The confidence level of the slope is at least 95%.

In these hedge relationships, the main sources of
ineffectiveness are:

- the effect of the counterparty and the Group’s own
credit risk on the fair value of the interest rate swap,
which is not reflected in the fair value of the hedged
item attributable to the change in interest rate; and

- differences in maturities of the interest rate swap and
the loans or the debt securities.

(b)

BEAFRRIIMIER (41
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PIETE (8D

(iii)

BihEst (80D
(a) AR HEEE (8D

FREBEHAPSERNJTE AR
JRBE AR EE 43(b) o AEEEIER A B
et IR R E AR T E RAR
B~ EEGURCE R BRI K
SPEEAEEAE RSB - NEE
B2 B BRI A P E (H B =2
MENPRBE B P AEEIEER
S F) AR R P R 2 - B et
G R A A8 S
& o

AR DT A B R R R R B Y
R > AEEIEE T TR ST
FOfe B RURg: » T o2 JEU B R e S I
Hitss - AREEBHEGEEXSHT
TR G - BORR H F IR AR
AENTAE TR S THIEHER (5F
S 43(a)(x))

TEPRFA PR EE T EaTERT > AR
MR TH H AT TR MR
SPASNI S R BRSPS Y E BT
DIt SE gl IH B B3 TR 2 FER
FAEEORRA % - AEEERT M SORR
HFEAERS - &5 R HAIH B R T
HATR S RTOR A — 8 - AEERE AL
HPIEE A TROA P EERGH
SELL R R R REAR L - AR B A RETHE
(EFE S ARG > Hrap a0 TRE®
THE R IR A RO RS H H R A
SPEEES L R T -

A i R A S R R R R Y
T (B L5 T o 0P T LI FR L4 49
4035 R $ P bR - MR AR
BB > AR R R 2 LU AT A
TRfE

- HIE [ g i AR R PR [

¥ (R¥WJ) 20508 -

- [EERERAVRIARAE 0.8-1.25 FHEN -

- BEREVEEAKTFEDE 95% -
TEISEEEBER (rp - SRS E A £
TR ¢

- RSEFRALEEE 515 RS

REFHEN N P EENPERE
LA Al AR B M B ST B H Y
SPEET R

- TR SR B SR B R 2 A 2 H
AR



45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b)

Derivatives (continued)

(iii)

Hedge accounting (continued)

In these hedge relationships, the main sources of

ineffectiveness are:

- the effect of the counterparty and the Group’s own
credit risk on the fair value of the interest rate swap,
which is not reflected in the fair value of the hedged
item attributable to the change in interest rate; and

- differences in maturities of the interest rate swap and

(a) Fair value hedges of interest rate risk (continued)

the loans or the debt securities.

At 315t December, 2022 and 2021, the Group held the
following interest rate swaps as hedging instruments in

fair value hedges of interest risk:

Risk category
Interest rate risk

Hedge of debt securities
investment

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of loans and
advances

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of subordinated
notes issued

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of deposits from
customers

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of repo

Nominal amount (HK$ Mn)
Average fixed interest rate

Risk category
Interest rate risk

Hedge of debt securities
investment

Nominal amount (HK$ Mn)
Average fixed interest rate

Hedge of loans and
advances

[R5
A

B HBERRE
HEEH CEEEETT)

SRR E
SR CERET)
T EE %

HIHMERTRIERRE
HFEEH CEREET)
P E AR

B P
FHESW CEIFEIT)
R

EapElk
HFEeH CEEEETT)
PRI E AR

[ A1)
Fa

PR RAA
A CEIFEHT)
THgEE %

SRR K

Nominal amount (HK$ Mn) %4 CEEEEHIT)
Average fixed interest rate & EF[Z

(b)

BEAFERMIMIER (40

PTETE (8D

(iii) HhEst (8D
(a) FIREREREAHEEE (8D

TEBLEEETR G - RGP E D HY =
AR ¢
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KT RIAEE E S5 R ]

RE G N PHEAZEARRER

WA A AR B E I w P I H 1Y
PEET R

- FIR SLEIATAR B SR R R R 25
=

720224 }20214E12 31 H » ALEH
FA LU T MRS Q1R R FIRE G 2

THEEEPEER TR ¢
2022
Maturity
=
Less than More than
1 year 1-5 years 5 years
DA 1-5 4 AL
9,953 39,974 44,403
2.33% 1.33% 1.33%
125 869 27
2.78% 1.54% 2.59%
- 5,852 -
- 2.72% -
9,631 - -
3.67% - -
2,388 - -
4.72% - -
2021
Maturity
FHAH
Less than More than
1 year 1-5 years 5 years
DA 1-5 4 EANCLR
10,122 37,110 35,351
2.31% 1.31% 1.53%
- 863 72
- 1.77% 0.51%



Derivatives (continued)

45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

Hedge accounting (continued)

Fair value hedges of interest rate risk (continued)

(b)
(iii)

The amounts relating to items designated as hedging
instruments and hedge ineffectiveness were as follows:

Interest rate risk

RS

Interest rate swaps —
hedge of debt
securities investment

IESEUGRE

P EBSEFE

Interest rate swaps —
hedge of loans and
advances

I ESEUGRS
FHP RO EK

Interest rate swaps —
hedge of
subordinated notes
issued

I ESEUGIRS
HIPCEBTRETEE

Interest rate swaps —
hedge of deposits
from customers

Flsi -
B E PR

Interest rate swaps —
hedge of repo

FlR s — Hhp g

(a)

HEAFRERMISMIER (41

PIETE (8D
Hipgst (8D
FRE BRI A FEER ()
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TEIE Ry TR R Ass i s

2022

Line item in the
consolidated

Carrying amount statement of Line item in
JREE financial position  Change in fair consolidated
where the  value used for income
hedging calculating Ineffectiveness statement that
instrument is hedge recognisedin  includes hedge
included ineffectiveness profit or loss ineffectiveness
Nominal BERTTAEN APEEESL PMERERNHE  EE e
amount  Assets Liabilites &F&WfEIRNE ST RVESET  (rHvsESER
FFEEH HiE B HIIEHE # #hty HIHE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEHETT BEEET BEEET BEEHETT B EET
94,330 7,311 (113) Derivative assets 8,958 172 Net hedging
/(liabilities) profit/(loss)
THETEEE,/ B (5
(&fH) 8 P
1,021 65 - Derivative assets 72 4 Net hedging
/(liabilities) profit/(loss)
THETEEE,/ B (5
(&ff) 8 P
5,852 - (299) Derivative assets (255) 4 Net hedging
[(liabilities) profit/(loss)
TETHEEE, i, (5
(&fH) B) FH
9,631 9 (37) Derivative assets (29) (2)  Net hedging
[(liabilities) profit/(loss)
THETEEE, EFL (65
(&ff) #8) P
2,388 - (1) Derivative assets 4) 23 Net hedging
/(liabilities) profit/(loss)
TETRARE ¥R (5

(&

) FH
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45. OFF-BALANCE SHEET EXPOSURES (CONTINUED) ¥&E&FERMUIMIER (4)

(b) Derivatives (continued) (b) TTAETER (8D
(iii) Hedge accounting (continued) (iii) Epgst (8
(a) Fair value hedges of interest rate risk (continued) (a) FIEREREIAEEEEHH (&)
2021

Line item in the
consolidated

Carrying amount statement of Line item in
JREE  financial position  Change in fair consolidated
where the  value used for income
hedging calculating Ineffectiveness statement that
instrument is hedge recognisedin includes hedge
included ineffectiveness profit or loss ineffectiveness
Nominal BEEPTAEN AEEEESL PMERENE  BEmEReEE
amount  Assets Liabilites 4F&WFEIRE SHEMAGPE  RVESEEDE  (ivsESlER
FFEH HiE A HIIEE # it HHE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BIEETT BEEET BEEAT BEEETT BT
Interest rate risk
FllZRE
Interest rate swaps — 82,583 591 (2,265) Derivative assets 3,090 143 Net hedging
hedge of debt /(liabilities) profit/(loss)
securities investment FHETESRE EEFL (kS
ks - (&f#) 18) 74
A E
Interest rate swaps — 935 9 (18) Derivative assets 33 1 Net hedging
hedge of loans and [(liabilities) profit/(loss)
advances FiETEREES R (85
Pl — (&aff) 15) 4

S SRR E
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45. OFF-BALANCE SHEET EXPOSURES (CONTINUED) &E&ZFRMIMYER (4)

(b) Derivatives (continued) (b) FTAETH (&)
(i) Hedge accounting (continued) (i) #EhEst (8)
(a) Fair value hedges of interest rate risk (continued) (a) FIREEAEEESS (8)
The amounts relating to items designated as hedged 58 By IE H S%EA T ¢
items were as follows:
2022

Accumulated amount Accumulated amount of
of fair value hedge fair value hedge
adjustments included  Line item in the adjustments remaining in
in the carrying consolidated the statement of financial
amount of the statement of Change in position for any hedged
hedged item financial position  value used for items that have ceased to
BEPHEITHE R where the calculating  be adjusted for hedging
Carrying amount ~ E{EAVREIAFEE  hedged item is hedge gains and losses
ETEI{E i included ineffectiveness  EIENAFHIRILRIVELS

BEWEIPTEE AFEMEEEIL. (R R AT
Assets Liabilities ~ Assets Liabilities MV4FEMATIRN HRMEEDTE  HeHdmEE 2 BEt A E

B HiE A B FAPHH 3 (BRI aREE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AWEHETT BWEET EWEEIT AWEET A EETT A EETT A EETT
Debt securities 85,306 - (7,683) - Investment (8,786) -
investment securities
EHRE AR Eea-viceas
Loans and advances 1,028 - (62) - Loans and (68) -
05514 advances to
customers
F R K
Subordinated notes - 5,567 - (257) Loan capital 259 -
issued fEEER
CETRE TS
Deposits from - 9,604 - (27) Deposits from 27 -
customers customers
HETEK BRHA
Repo - 2,361 - (27) Deposits and 27 -
[E% balances of
banks
STV R

haR



45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b)

Derivatives (continued)

(iii)

Hedge accounting (continued)

(@)

Fair value hedges of interest rate risk (continued)

Page 345

BEAFRRIIMIER (40

(b) TTAETH (&)
(i) et (8
(a) FImEpRAFEES (8)

2021
Accumulated amount Accumulated amount of
of fair value hedge fair value hedge
adjustments included  Line item in the adjustments remaining in
in the carrying consolidated the statement of financial
amount of the statement of Change in position for any hedged
hedged item financial position value used for items that have ceased to
RS E H iR where the calculating  be adjusted for hedging
Carrying amount ~ E{EMYREHATEE  hedged item is hedge gains and losses
AETEHE S included ineffectiveness EETAFEHIRILRIVELL

Assets Liabilities Assets Liabilities

KE AR BE AfR

EEWENEHE A PEEZETL
EERETIBIRN SRS
RAVHE o [EESHIE

HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEETT EWEET BREEDT BWEET B EET BEEHETT BEEHETT
Debt securities 85,329 - 432 - Investment (2,947) -
investment securities
BRI E g -viceas
Loans and advances 1,026 - 6 - Loans and (32) -
B R ER advances to
customers
F B EK

The Group’s fair value hedge principally consists of
interest rate swaps that are used to protect against
changes in the fair value of fixed rate long-term financial
instruments due to movements in market interest rates.

REFATAEEE T EEGEFRE
PR T 55 A A< S B T B Y RS
ER TR EEEE -




45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)

(iii)

Hedge accounting (continued)

(b)

Cash flow hedges of foreign currency risk

The Group used exchange rate forward contracts to
hedge against the variability in cash flows of certain debt
securities investments denominated in US dollar held by
the insurance subsidiaries. The Group hedged foreign
exchange rate risk to the extent of variability in functional
currency equivalent cash flows (i.e. in HK dollar) from
principal payment of the debt securities attributable to
movements in US dollar/HK dollar. Hedge accounting was
applied where economic hedge relationships meet the
hedge accounting criteria.

The Group determined the amount of the exposure to
which it applied hedge accounting by assessing the
potential impact of changes in foreign currency exchange
rates on the future cash flows from the debt securities
investments denominated in US dollar that would result in
a reduction of functional currency equivalent cash flow to
meet the obligation of insurance policies at maturity. This
assessment was performed using analytical techniques,
such as cash flow sensitivity analysis.

As noted above for fair value hedges, the Group exposed
itself to credit risk of the counterparties to the derivatives,
which was not offset by the hedged items. This exposure
was managed similarly to that for fair value hedges.

The Group determined whether an economic relationship
exists between the cash flows of the hedged item and
hedging instrument based on an evaluation of the
qualitative characteristics of these items and the hedged
risk that was supported by quantitative analysis. The
Group considered whether the critical terms of the hedged
item and hedging instrument closely align when assessing
the presence of an economic relationship. The Group
evaluates whether the cash flows of the hedged item and
the hedging instrument respond similarly to the hedged
risk, such as the notional amount, maturity and underlying
currencies.

The Group assessed hedge effectiveness using the
hypothetical derivative method, which created a derivative
instrument to serve as a proxy for the hedged transaction.
The terms of the hypothetical derivative matched the
critical terms of the hedged item and it had a fair value of
zero at inception. The dollar offset ratio, being the periodic
change in fair value of the hypothetical exchange rate
forward contract attributable to changes in forward rate
was calculated to assess whether the hedge can achieve
0.8 — 1.25 cumulative dollar offset on each reporting date.

(b)

BEAFRRIIMIER (41
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PTETE (8D

(iii) b

(b)

(&)
SN R (1 ER 42 S

A S35 B o DR ) 5 4O S OB T TS
AFFRNETUSFCEHEN AR A
FE S 2 E) - AEENERT B
TLEB TR E R R A S T AT AR
B (HIPUETTRT R sHRATEEB S
TR RTINS o B
BTGt R ACR B R
e

A BTG SNEE B DI TTEHE
F {5527 P Y R AR 20 B W] RE S B0
FEDHRE B SRV I VEFE S e B
PSRt H b A R o DU
RE ORI BV EAL - e AT
BArErT » BIANE SR BURE AT -

ST FEEE AT - A5 H
TR T HA F T8 (5 A - T
R AR WA I H AR - SRR
BB A BT A R DL -

AR BRI 5 20 H A E MR R R T
i DUR SRR B Y E B0 A > A
Tl E T I H R 0 B S TR
Z SRR R (3 - ABETERTAS
KOBBREVFERY - &5 AT HE
BT TRAIBR RS 8 - A5
A e e o R T BB 2
IR AT B Y R FEAR (L - B0
PR - B AR GRS -

AR BRI EENT A TR ITERHS B
R - FITERE AT A T RAE Ry
IR o BEELTE T R AR EL 1
I H AR R — 2L > 3 BAERISR
R E A PEERE - [EEEHEESR - [
FhE BRI R B 5 R R
QEVAPEENEIESE®E - SHRIEE
R iR E R H B EE 0.8-
1.25 Y REHEE A -



45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)

(iii) Hedge accounting (continued)

(b)

BEAFRRIIMIER (41

(b) PIAETHA

(iii) b

Cash flow hedges of foreign currency risk (continued) (b)

At 31t December, 2022, the Group has completed the
disposal of its insurance subsidiaries and had no
exposure that is under cash flow hedge for foreign

currency risk.

At 318 December, 2021, the Group held the following
instruments to hedge exposures to changes in foreign

currency:

Foreign currency risk

Exchange rate forward
contracts (HKD: USD)

Nominal amount (HK$ Mn)
Average forward price
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(&)

(&)

SMNEERRAVER SR ()

#2022 412 H 31 H » AEEEEK

B E O 1 a8 2 ) R Al e B e 1
BB o

2021 £ 12 A 31 H » KEEFFELL
N THEEPINEZES R

2021
Maturity
FHAH
Less than 1 More than 5
year 1-5 years years
DA 1-54F EZiNLS
NG e
EREIEY
(B E7T)
HEREHEEEEETT) 48 - .
P 7.72 - -



45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)
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BEAFRRIIMIER (41

(b) FTAETH (48D

(iii) Hedge accounting (continued) (i) #EhEst (8)
(b) Cash flow hedges of foreign currency risk (continued) (b) AMeEEFHEAVIR SR BN (45)
The amounts relating to items designated as hedging F5 8 B T B R e R S8 -
instruments and hedge ineffectiveness were as follows:
2021
Line item in the
consolidated Changes in
statement of the value of Line item in Amount
financial ~ Changes in fair ~ the Tedgiﬂgt consolidated  reclassified Line item in
. position where value used for Instrumen income from the consolidated
Carrying amount - ™"y e dging calculating  recognised in Hedge statement that hedged income
BRI instrument is hedge OCl  ineffectiveness includes hedge  reserve to statement
included  ineffectiveness HERTAH At 4 recognised in  ineffectiveness profitor loss  affected by the
Nominal AETTHE A PEESTL EUESIIEH profitorloss EIEEIHEY  HEDPEEME  reclassification
Assets Liabilites ~ AVAR&SIATHIR - SIRMCSCEIE THAPHEE  MEEINNGERN  GElEsRiE s AlGEE 2 ARSI
; HE &ff DRIV E ) EH) S El Bl Gl RIE
HK$ Mn HK$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn
EIEETT  BEETT I TT T BT BIEETT HBIEETT
Currency rate
risk
PO
Exchange rate 48 - - Other liabilities - - - Net insurance - Netinsurance
forward — liabilities profit profit
contracts held for sale PrbgE 5 R PrbgsE 5 R
(HKD:USD) HAtr &g - #F
PEAIEIASYY HIEHEE
G 2T) i



45.

OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(b) Derivatives (continued)
(iii) Hedge accounting (continued)
(b)

Cash flow hedges of foreign currency risk (continued)

The amounts relating to items designated as hedged
items were as follows:
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REAFREUSMIER (8D

TAETHE (8D
(iit) et (8D
(b) SMERBRETHERE ()
TEE R BT H A T

(b)

2021

Line item in the
consolidated

Balances
remaining in the
cash flow hedge

reserve from

statement of hedging
financial position Change in value relationships for
where the used for which hedge
hedged item is calculating hedge accounting is no
included ineffectiveness longer applied
BEEHIEE AT EESES Cash flow NHEIERS et
ISR EEIRT  STEMSETE  hedge reserve  TAMIIREIR B
KIHE gy B EaS HiEREH
HK$ Mn HK$ Mn HK$ Mn
AREET EHEET EREET
Currency rate risk
4N JE g
Debt securities investment Other assets —
BEEHEFRE assets held for
sale
Hf&RE - 754
R EERE - - -
(c) Capital commitments (c) EAKIE
Capital commitments outstanding at 31' December and not N2 H 31 H KRB HENG R AE A TSR 3 T Fe i e i
provided for in the financial statements were as follows: A EIENT ¢
2022 2021
HK$ Mn HK$ Mn
BEETT AEEET
Expenditure authorised and contracted for EAZAE T T %L 452 285
Expenditure authorised but not contracted for %A HE R Y 138 171
590 456




45. OFF-BALANCE SHEET EXPOSURES (CONTINUED)

(d)

Leases committed but not yet commenced
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BEAFERIIMIER (40

(d)

At 315t December, 2022 and 2021, the total future cash outflows to
which the Group (as a lessee) is exposed that are not reflected in

the measurement of lease liabilities are as follows:

Properties LUES
Within one year 1L
After one year but within five years 1EFESER
After five years SIELIR
Equipment B
Within one year 1ELIA
After one year but within five years 1FEESEN

Total lease committed but not yet

commenced HEEH

Contingencies

ERIEETRFEBIEE

(e)

The Group receives legal claims against it arising in the normal
courses of business. The Group considers none of these matters
as material. Where appropriate the Group recognises provisions for
liabilities when it is probable that an outflow of economic resources
embodying economic benefits will be required and for which a

reliable estimate can be made of the obligation.

ERIEETIRFGRITE S

220224F 5 20214F12 431 H » AREEFREMA
PR YEE AR B A T B AR R &
TRHHAEER R

2022 2021
HKS$ Mn HKS Mn
EEEHET EEEETT
2 10

20 13

6 -

28 23

28 23

HAEH

AREREEIEE E R R P AR - &
FEERRELEIIIRER - FEEFLT - &
AR R AT RE R AR S Al B W] DL R
ER(ESEIE RIS S
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46. OFFSETTING OF FINANCIAL ASSETS AND LIABILITIES {E$i&REENKSRAR

To mitigate credit risks, the Group enters into master netting
arrangements with same counterparties. Netting agreements provide
that, if an event of default occurs, all outstanding transactions with the
counterparty will be terminated and all amounts outstanding will be
settled on a net basis. Except for the event of default, all outstanding
transactions with the counterparty are settled on a gross basis and
generally do not result in offsetting the assets and liabilities in the
statement of financial position.

The following tables present details of financial instruments subject to

offsetting,
agreements.

Financial assets
SREE
Derivative assets
TTETEAE
Placements with and
advances to
banks
- under reverse
repos, securities
borrowing and
similar
agreements with
banks
TESRATHITFRR R AR
-EHSRATHIRZ [e]
EEGE A AR
THA Tl
Other assets
HAtE R
Total 44%H

enforceable master netting arrangements and similar

2022

AR H L HAT R T 5 TR R R A PR LR
EEERE - EREBOER  RBFHEEER
i@ FTH R T 2R GG 8E MFTRE E R e
DUSEREE R - PREFEBRLEIIN > FrEBRE T2
T E MBS E AR BRI R EEN &
R A & A AR -

TRIPRZARS  FUAESON 2 B R AR
FAAAT e R Al TR -

Amounts subject to enforceable netting arrangements
BB 2 G R S

Effects of offsetting in the consolidated
statement of financial position

TSR E

AR AR 2 S

Amounts not set off in the consolidated statement of
financial position

AEAELR A BSIRR NS 2 S8

Net amounts
presented in the

Amounts not

consolidated subject to
statement of enforceable
financial netting
position Non-cash arrangements
Gross Amounts PEEE RN Financial collateral Cash Net b R EAE
amounts offset FHFI/RZFE  instruments JEHE  collateral amounts 3JJ 25445 Total amounts
EaEE i o o | B SETH IS RS T B L
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BREEDT EHEET BREHEDT BEET EWEET EWEER BEEET  BNEETT  BEaET
9,985 - 9,985 (2,298) - (5,264) 2,423 1,107 11,092
3,498 - 3,498 - (3,232) (11) 255 - 3,498
431 (396) 35 - - - 35 - 35
13,914 (396) 13,518 (2,298) (3,232) (5,275) 2,713 1,107 14,625
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46. OFFSETTING OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED) {#i#i¢REERSRMAR (4

2022

Amounts subject to enforceable netting arrangements
W BRSO R RS R e
Effects of offsetting in the consolidated Amounts not set off in the consolidated statement of

statement of financial position financial position
TESRE SR RIS s 2 A AEST S BRI RIS S8
Net amounts
presented in the Amounts not
consolidated subject to
statement of enforceable
financial netting
position Non-cash arrangements
Gross Amounts mzﬁé%ﬁ?#ﬁ/ﬁ Financial collateral Cash Net 2:/5&15-/2@
amounts offset FPFIRZFE  instruments JEE®  collateral amounts I 25445 Total amounts
e . | O BRITH A RS D B S | e “aR
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn

B EHET BEEET AEEETT BEEETT BEEST BWOET BYasET  BRaET AEaET
Financial liabilities
SRS E
Derivative liabilities
TTETHARK 3,404 - 3,404 (2,298) - (109) 997 741 4,145
Deposits and
balances of banks
- under repos,
securities
lending and
similar
agreements with
banks
HATHIERR R AS
-ERASRA T B
S SAE I R AET
fihid 2,953 - 2,953 - (2,900) (53) - - 2,953
Deposits from
customers
- under repos,
securities
lending and
similar
agreements with
non-banks
HEEEH
-ELIESRA TR
g A
lask 283 - 283 - (283) - - - 283
Other liabilities
HoAt & 67 396 (396) - - - - - - -

Total 427 7,036 (396) 6,640 (2,298) (3,183) (162) 997 741 7,381




46.

Financial assets
SREE
Derivative assets
TTETH&E
Placements with and
advances to
banks
- under reverse
repos, securities
borrowing and
similar
agreements with
banks
TESRA IR R B
-ERSRATIN R A1 [E]
W S IR AR
Eb N
Other assets
HoAtresrE
Total 4d%H

Financial liabilities
SR
Derivative liabilities
PTAETHAR
Deposits and
balances of banks
- under repos,
securities
lending and
similar
agreements with
banks
ATV 4R
BT [l RS 5
fi R AR AT e
Deposits from
customers
- under repos,
securities
lending and
similar
agreements with
non-banks
BPEER
-EIESRT Y=
g A
Wl
Other liabilities
Hitt&afE
Total 44%H

OFFSETTING OF FINANCIAL ASSETS AND LIABILITIES (CONTINUED)

021

EHEHMEEREMAM (4D

Amounts subject to enforceable netting arrangements
B R ETERR RS R

Effects of offsetting in the consolidated
statement of financial position
TESR & ISR RIS s 2

Amounts not set off in the consolidated statement of
financial position
A AEST S IR RIS S8

Net amounts
presented in the

Amounts not
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consolidated subject to
statement of enforceable
financial netting
position Non-cash arrangements
Gross Amounts REFE TSR Financial collateral Cash Net R EEE
amounts offset #PFIRZIFE  instruments JE%  collateral amounts 5 {4 Total amounts
R s e | #H EHRLTH R RS E D O g | e Rt
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEET BNEET ABEHET ENEETT BNOET BYOET BROET  E¥OsrT BYEHET
2,724 - 2,724 (2,193) - (28) 503 657 3,381
2,096 - 2,096 - (2,096) - - - 2,096
633 (554) 79 - - - 79 - 79
5,453 (554) 4,899 (2,193) (2,096) (28) 582 657 5,556
4,278 - 4,278 (2,193) - (59) 2,026 772 5,050
8,918 - 8,918 - (8,900) (18) - - 8,918
612 - 612 - (612) - - - 612
586 (554) 32 - - - 32 - 32
14,394 (554) 13,840 (2,193) (9,512) @7 2,058 772 14,612
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47. NOTES ON CONSOLIDATED CASH FLOW STATEMENT 4Z&H&RERMEE

(a) Cash and cash equivalents (a) HENEEHRESIEE
(i) Components of cash and cash equivalents in the () FE4HEHSRERNIHS REEHSIEH A
consolidated cash flow statement B4
2022 2021
HK$ Mn HK$ Mn
AREETT AR ETT
Cash and balances with banks with ’Ez&ﬂ;ﬁﬁﬁf«%ﬂﬁ DAz 342 Ko A
original maturity within three months HRAITHISS T 44,158 43,211
Placements with and advances to . . -
banks with original maturity within ~ JRAHIR R 3(8 A AN AESRITHY
three months TFRR R 60,091 73,012
Treasury bills with original maturity SRR SHPR Ry 3(18 A LA 9 B e {5
within three months % 6,107 3,774
Certificates of deposit held with JEABIRB3(EH LN ZFEITF
original maturity within three months LG 226 -
Debt securities with original maturity
within three months JFARHHRE B 3ME H DL R 58 77 1,567 646
Add: Cash and balances with banks /il : ffGifE "FFAEEHER &
included in “Assets held for (W12E55) (1FR4 BAEss
sale” (Note 55) ST _ 3

112,149 120,646




47. NOTES ON CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

(a) Cash and cash equivalents (continued)

(i) Reconciliation with the consolidated statement of financial (i) EHgEs

position

Cash and balances with banks
(Note 24)
Placements with and advances to
banks (Note 25)
Treasury bills, certificates of deposit
held and debt securities
- trading assets (Note 27)

- investment securities (Note 29)

Add: Cash and balances with banks
included in “Assets held for
sale” (Note 55)

Certificates of deposit held -
investment securities included
in “Assets held for sale” (Note
55)

Debt securities - investment
securities included in “Assets
held for sale” (Note 55)

Amounts shown in the consolidated
statement of financial position
Less: Amounts with an original
maturity of beyond three
months
Cash balance with central bank
subject to regulatory
restriction

Cash and cash equivalents in the
consolidated cash flow statement

SaReRERMEE (8D

(a) BEREFRBEHE (4)

Bl RAESRITRISEE (H724)

TESRITHITERIR 3K (Hz225)

B ~ FrAERGE K A5 55
- RBRRERE (ffE27)
- HERS (WH29)

e BREE T RAEFEHEEE ) 1
B RARSRITVEE TR (W2

55)
B TRAEHEAE | R
T - EEF (WM

55)

B TRAREEE ) E5
®F - AR (M785)

TSR W BSIRORY RE 88

U R ASHPR R 3(E H LA A4

R IR SR TR
St

TR E R RENIH SRR
4T

AR AR
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2022 2021
HK$ Mn HK$ Mn
BEEHETT HEETT
54,579 55,088
60,203 74,742
1,275 1,632
145,289 145,723
146,564 147,355

- 3

- 690

- 1,186

261,346 279,064
(138,774) (146,538)
(10,423) (11,880)
112,149 120,646




47. NOTES ON CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

(b) Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are liabilities for which
cash flows were, or future cash flows will be, classified in the
Group’s consolidated cash flow statement as cash flows from
financing activities.

(b)

SefSmERME (4
TRERE RN & IR
TRYIEA R R E G
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HIs s 28) B

Bl R IEBL 2 S - R R R Bl AT R (RIS TR

AEFNGFERERERAN IS
B s AR e A A Y A 1

Interest rate
swaps held to

Ry RSB A

°

Debt securities Loan capital hedge
Debt issued accrued accrued borrowings
securities interest interest liabilities
issued payable payable EERE
ESTHEHE  Loan capital ERTHRBES EEREZMEET Lease liabilities  AIVFIHREHHS Total
Figad HERE ZFEEHFIR FIE THEAR KRR FitE]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
EREETT BEEETT BEEHETT BEEETT EREETT M EETT M EETT
At 1%t January, 2022
20221 H1H 5,847 6,488 95 884 2 13,395
Changes from financing cash flows
TR BRI ST
Issue of debt securities
BTRUEES 388 - - - - - 388
Issue of loan capital
BATREAA - 5,793 - - - - 5,793
Redemption of debt securities issued
EIE 3T s 25 (3,061) - - - - - (3,061)
Interest paid on loan capital
A EREAF]E - - - (374) - - (374)
Interest paid on debt securities issued
TN EBTEEESFE - - (161) - - - (161)
Payment of lease liabilities
ZHHEER - - - - (302) - (302)
Total changes from financing cash flows
PASE! Ry R (2,673) 5,793 (161) (374) (302) - 2,283
Exchange adjustments
VE S (239) (103) - - (41) - (383)
Changes in fair value
INHEEES) (44) - - - - 6 (38)
Revaluation under hedge accounting
EhE AN E Y - (257) - - - 299 42
Interest expenses
FIRLH 1 6 80 454 28 - 569
Increase in lease liabilities from entering
into new leases during the year
FERENETIDHE S [(BOH E & U R R R - 205 R 205
Total other changes
HoAth 2w (282) (354) 80 454 192 305 395
At 315t December, 2022
H20224:12H31H 2,892 11,927 14 159 774 307 16,073




47. NOTES ON CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

(b) Reconciliation of liabilities arising from financing activities

(continued)

At 15t January, 2021

1202141 H1H

Changes from financing cash flows
RERER ST

Issue of debt securities

SBITHBE R

Issue of loan capital

BITEEER

Redemption of debt securities issued
R B TS S

Redemption of loan capital

JREE BT E A

Interest paid on loan capital
SZAHERRAFIR

Interest paid on debt securities issued
TN TBTEEESFE

Payment of lease liabilities
TSR

Total changes from financing cash flows
R E R SR A B AR

Exchange adjustments

TR

Changes in fair value

INHEEZE)

Revaluation under hedge accounting

AN EL

Interest expenses

FIELH

Increase in lease liabilities from entering
into new leases during the year

FENETILNHES (Bl E & i

Total other changes

HAth 2B

At 315t December, 2021
120214E12H31H

SefSmERME (4

(b) REmEEHELNEEZER (8D

Interest rate
swaps held to

Interest rate
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hedge  swaps held to
Debt securities Loan capital borrowings hedge
Debt issued accrued accrued (assets) borrowings
securities interest interest RAMERHE liabilities
issued payable payable EOFIRER  RAERA
ERTET  Loan capital ESTHEERSE HEERZMET Lease liabilities a8 ANFRERE Total
B EERE ZIEEFIR FlE HEAR (RE KaR k]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ABHE T AR IT HIE T AR IT ABHE T AR IT ABHE T HRE T
5,057 10,311 89 102 936 (45) - 16,450
692 - - - - - - 692
(4) - - - - - - 4)
- (3,898) . - - - - (3,898)
- - - (391) - - - (391)
- . (125) : : : ; (125)
R R - - (388) - - (388)
688 (3,898) (125) (391) (388) - - (4,114)
104 104 - - 8 - - 216
(4) - - - - - 2 (2)
- (38) - - - 45 ; 7
2 9 131 368 29 - - 539
- - - - 299 - - 299
102 75 131 368 336 45 2 1,059
5,847 6,488 95 79 884 - 2 13,395




48. ASSETS PLEDGED AS SECURITY H{E{E#HmAVEE

The following assets have been pledged as collateral for own liabilities at
the end of the reporting period.

Secured liabilities BiEMas
Assets pledged: HEAEE ¢
Investment securities a5

- measured at FVOCI
Het2
- B

- measured at amortised cost

The following balances with banks have been pledged as collateral for
securities borrowings and margin deposits of derivatives.

PRGBS AR
FITERA LI B R A 4Ry
frigiR=

Cash collateral for borrowed securities

Margin accounts for open futures and
forward contracts

These transactions are conducted under terms that are usual and
customary to standard lending and securities borrowing and lending
activities.
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PYEESEIIR - DUNEEEC AT S i

oo °

- P G AR T

2022 2021

HK$ Mn HK$ Mn

B EET B EETT
3,236 9,530
2,999 9,950

461 -

3,460 9,950

DUF VR TSR T A A B R T E TR

fis v lis Uil
2022 2021
HK$ Mn HK$ Mn
B EET B EETT
24 3
3,125 3,889
3,149 3,892

BESES 5 2 it — M R 1 R R R R R

EER ST -
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49. LOANS TO DIRECTORS AND ENTITIES CONNECTED WITH DIRECTORS I B A EEREAER

50.

The aggregate of loans to directors of the Bank and entities connected
with directors disclosed pursuant to Section 383(1)(d) of the Hong Kong
Companies Ordinance and Part 3 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation, are as follows:

Aggregate amount of relevant loans

outstanding at 31 December

By the Bank FHERITIE
By subsidiaries FHFT S N EE

The maximum aggregate amount of relevant

loans outstanding during the year

By the Bank HERTTEH
By subsidiaries I A SIS

As at 315 December, 2022 and 2021, there was no interest due but
unpaid and the impairment allowance made against these loans as
required under HKFRS 9 were insignificant.

MATERIAL RELATED PARTY TRANSACTIONS Bt ALHVEAR S

(a)

Key management personnel remuneration (a)

Remuneration for key management personnel of the Group,
including amounts paid to the Bank’s directors as disclosed in Note
21 and certain of the highest paid employees as disclosed in Note
22, is as follows:

Short-term employee benefits R SR
Post-employment benefits & BB IR1EF]
Equity compensation benefits B i tE A

R CAEIRET) F5383()(d) K (AR (58
HEEMRERD) M) EIHHE - ATEERE
HRARH R S EERE T

FRBH SRR 12 5 31 H A4S R 484K

B R PRI S0 i e 5 IR R

2022 2021

HK$ Mn HK$ Mn

AEEEIT B EET
1,613 1,749
1,613 1,749
2,465 2,977
2,465 2,977

FA20224£12 531 H K 20214E12H31H » 345 A
RERFIE % E SR (BRI 4
) SEOSEATIEH < A B e A EAY

FEEH A SR

AEEZ TEEHA S > CEEERE21H
T i 8 S P AT EE S R AE S 522 T Frffe 8 52
TARITE iR S EYEHAT

2022 2021

HK$ Mn HK$ Mn

A EEIT B EEIT
169 182
8 8
23 19

200 209




50. MATERIAL RELATED PARTY TRANSACTIONS (CONTINUED)

(b)

Page 360

A LIVEARRS (4

The Group maintains certain retirement benefit schemes for its (b) Z<8 & & H% SRS T B R{EETE > ER

staff as per Note 2(y)(iii). In 2022, the total amount of contributions
the Group made to the schemes was HK$204 million (2021:
HK$200 million).

The Group enters into a number of transactions with the Group’s
related parties, including its associates, shareholders with
significant influence, and key management personnel and their
close family members and companies controlled or significantly
influenced by them. The transactions include accepting deposits
from and extending credit facilities to them. All interest rates in
connection with the deposits taken and credit facilities extended
are under terms and conditions normally applicable to customers
of comparable standing.

The interest received from and interest paid to the Group’s related
parties for the year, outstanding balances of amounts due from and
due to at the year end, and maximum outstanding balance of
amounts due from and due to them during the year are aggregated
as follows:

Key management

B EE2(y) (i) B 57 © 7220224 - ARG H A
BB AR ROR N 2.04(R 00 (202147 © BHS2(%
gL -

AEEE BB LTS IHR S > mEALE
BB AT - FERPENZRE - REZETH
ANBHEEZHE - 22 FE AN LAEfsEs
EREBNINAE - SERSBEELELFEANL
FRE R MREEE - FTAFERE N
o GRS T RAE KPR PRI

LN A G2 e BRI\ o AT WO B 52 A Y )
B0 RIS AR B A 5 G B R B s YRR
T o RAESEE PIRR R N e v SR B R R L
H R RS T

Shareholders with

personnel Associates significant influence
TEEHAER B E HEKGENZ R
2022 2021 2022 2021 2022 2021
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEETT BNEETT BYEETT AREET ARaET  A¥aET
Interest income FLEHA 40 18 76 76 - -
Interest expense  FIIEZH 26 45 - - - -
Amounts due from B A AKX 1,763 1,847 1,335 1,767 120 4,187
Amounts due to 7\@5%&)\:’35@%\'
H 3,075 2,209 34 329 1 44
Maximum
amounts due el A\ LR
from KK 2,636 2,057 2,219 2,517 8,054 8,863
Maximum YNl NGRS
amounts dueto  =iRCH 6,599 5,234 438 487 43 745
Committed
facilities to ST EERHE 876 395 2,244 1,807 - -



51.

EQUITY COMPENSATION PLANS

The Bank has adopted Staff Share Option Schemes whereby the Board of
the Bank may at its discretion grant to any employees of the Group,
including Executive Director and Co-Chief Executives, options to subscribe
for ordinary shares of the Bank. All options were granted for nil

consideration.

(a) Particulars of share options

Date of grant
[ =l i

02/5/2014(T3
04/5/2015(T2
04/5/2015(T3
08/4/2016(T1
08/4/2016(T2
08/4/2016(T3
07/4/2017(T1
07/4/2017(T2
07/4/2017(T3
10/4/2018(T1
10/4/2018(T2
10/4/2018(T3
19/7/2019(T1
19/7/2019(T2
19/7/2019(T3
07/4/2020(T1
07/4/2020(T2
07/4/2020(T3
13/4/2021(T1
13/4/2021(T2
13/4/2021(T3
12/4/2022(T1
12/4/2022(T2
(

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
12/4/2022(T3)

BAnFaEE &

Vesting period
HREA

02/5/2014 - 01/5/2017
04/5/2015 - 03/5/2017
04/5/2015 - 03/5/2018
08/4/2016 - 07/4/2017
08/4/2016 - 07/4/2018
08/4/2016 - 07/4/2019
07/4/2017 - 06/4/2018
07/4/2017 - 06/4/2019
07/4/2017 - 06/4/2020
10/4/2018 - 09/4/2019
10/4/2018 - 09/4/2020
10/4/2018 - 09/4/2021
19/7/2019 - 18/7/2020
19/7/2019 - 18/7/2021
19/7/2019 - 18/7/2022
07/4/2020 - 06/4/2021
07/4/2020 - 06/4/2022
07/4/2020 - 06/4/2023
13/4/2021 - 12/4/2022
13/4/2021 - 12/4/2023
13/4/2021 - 12/4/2024
12/4/2022 - 11/4/2023
12/4/2022 - 11/4/2024
12/4/2022 - 11/4/2025
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TR R BRI B A S E T RN
HRIE T AN (EFT IR SIS
BRI TECE © DR T R - TR

g DURES HE RO sk -

RN

Exercise period

fT{EH

02/5/2017 - 02/5/2022
04/5/2017 - 04/5/2022
04/5/2018 - 04/5/2023
08/4/2017 - 08/4/2022
08/4/2018 - 08/4/2023
08/4/2019 - 08/4/2024
07/4/2018 - 07/4/2023
07/4/2019 - 07/4/2024
07/4/2020 - 07/4/2025
10/4/2019 - 10/4/2024
10/4/2020 - 10/4/2025
10/4/2021 - 10/4/2026
19/7/2020 - 19/7/2025
19/7/2021 - 19/7/2026
19/7/2022 - 19/7/2027
07/4/2021 - 07/4/2026
07/4/2022 - 07/4/2027
07/4/2023 - 07/4/2028
13/4/2022 - 13/4/2027
13/4/2023 - 13/4/2028
13/4/2024 - 13/4/2029
12/4/2023 - 12/4/2028
12/4/2024 - 12/4/2029
12/4/2025 - 12/4/2030

Exercise price
per share
T
HK$H T

32.50
34.15
34.15
28.45
28.45
28.45
32.25
32.25
32.25
32.25
32.25
32.25
22.45
22.45
22.45
16.58
16.58
16.58
17.08
17.08
17.08
1217
1217
1217
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51. EQUITY COMPENSATION PLANS (CONTINUED) REiyafEstal (&)

(b) Movement of share options during the year (b) FENEIHEHE > S F)
2022 Number of share options FZHEHESR H
Outstanding Outstanding
at 1/1/2022 at 31/12/2022
Exercise price 1220224 20224
Date of grant  Tranche  per share 1H1H Granted Exercised Lapsed 12H31H
BT H# fEilan FRATEEE T AT [t e EATEE BER T ARATIE
HK$ &M
02/5/2014 T3 32.50 1,903,500 - - 1,903,500 -
04/5/2015 T2 34.15 1,980,000 - - 1,980,000 -
04/5/2015 T3 34.15 1,955,746 - - - 1,955,746
08/4/2016 T 28.45 1,064,000 - - 1,064,000 -
08/4/2016 T2 28.45 1,946,000 - - - 1,946,000
08/4/2016 T3 28.45 2,046,500 - - - 2,046,500
07/4/2017 T 32.25 2,080,000 - - - 2,080,000
07/4/2017 T2 32.25 2,080,000 - - - 2,080,000
07/4/2017 T3 32.25 1,563,000 - - - 1,563,000
10/4/2018 T 32.25 2,125,000 - - - 2,125,000
10/4/2018 T2 32.25 1,613,500 - - - 1,613,500
10/4/2018 T3 32.25 1,673,000 - - 50,000 1,623,000
19/7/2019 T 22.45 1,493,500 - - - 1,493,500
19/7/2019 T2 22.45 1,543,500 - - 50,000 1,493,500
19/7/2019 T3 22.45 1,550,500 - - - 1,550,500
07/4/2020 T 16.58 1,778,165 - - 50,000 1,728,165
07/4/2020 T2 16.58 1,785,328 - - - 1,785,328
07/4/2020 T3 16.58 1,818,336 - - - 1,818,336
13/4/2021 T 17.08 1,443,797 - - - 1,443,797
13/4/2021 T2 17.08 1,443,906 - - - 1,443,906
13/4/2021 T3 17.08 1,448,850 - - - 1,448,850
12/4/2022 T 1217 - 5,353,820 - - 5,353,820
12/4/2022 T2 1217 - 5,347,653 - - 5,347,653
12/4/2022 T3 12.17 - 5,417,117 - - 5,417,117

Total #4%H 36,336,128 16,118,590 - 5,097,500 47,357,218
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EQUITY COMPENSATION PLANS (CONTINUED)

BAn a8 (45

(b) Movement of share options during the year (continued)

2021

Date of grant

fead=ti|

03/5/2013
02/5/2014
02/5/2014
04/5/2015
04/5/2015
04/5/2015
08/4/2016
08/4/2016
08/4/2016
07/4/2017
07/4/2017
07/4/2017
10/4/2018
10/4/2018
10/4/2018
19/7/2019
19/7/2019
19/7/2019
07/4/2020
07/4/2020
07/4/2020
13/4/2021
13/4/2021
13/4/2021
Total 4E%H

Tranche
il

T3
T2
T3
T
T2
T3
T
T2
T3
™
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3
T
T2
T3

Exercise price
per share
FRATHE

HKS$ 15 7T

31.40
32.50
32.50
34.15
34.15
34.15
28.45
28.45
28.45
32.25
32.25
32.25
32.25
32.25
32.25
22.45
22.45
22.45
16.58
16.58
16.58
17.08
17.08
17.08

(b) EEPuRBHLME ) (41)

Number of share options FZHEHESR H
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Outstanding Outstanding
at 1/1/2021 at 31/12/2021
120214 320214
1514 Granted Exercised Lapsed 12H31H

e AA T [t e [SXEyEd [Er S e AT
1,840,000 - - 1,840,000 -
1,942,000 - - 1,942,000 -
1,953,500 - - 50,000 1,903,500
2,030,000 - - 2,030,000 -
2,030,000 - - 50,000 1,980,000
2,005,746 - - 50,000 1,955,746
1,064,000 - - - 1,064,000
1,996,000 - - 50,000 1,946,000
2,096,500 - - 50,000 2,046,500
2,130,000 - - 50,000 2,080,000
2,130,000 - - 50,000 2,080,000
1,600,500 - - 37,500 1,563,000
2,225,000 - - 100,000 2,125,000
1,663,500 - - 50,000 1,613,500
1,673,000 - - - 1,673,000
1,543,500 - - 50,000 1,493,500
1,543,500 - - - 1,543,500
1,550,500 - - - 1,550,500
1,778,165 - - - 1,778,165
1,785,328 - - - 1,785,328
1,818,336 - - - 1,818,336
- 1,443,797 - - 1,443,797

- 1,443,906 - - 1,443,906

- 1,448,850 - - 1,448,850
38,399,075 4,336,553 - 6,399,500 36,336,128

(c) There were no share option forfeited and cancelled during the year (c)
ended 315 December, 2022 and 2021.

BE20224£12 731 H £ 20214£12 731 H 1k
AR AR E SR SR



52. ACCOUNTING ESTIMATES AND JUDGEMENTS
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In preparing these consolidated financial statements, management
has made judgements, estimates and assumptions that affect the
application of the Group’s accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results
may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to estimates are recognised prospectively.

(@)

Key sources of estimation uncertainty

Notes 32, 39 and 44 contain information about the assumptions
and their risk factors relating to goodwill impairment, fair value
of share options granted and fair values of financial
instruments. Other key sources of estimation uncertainty are as
follows:

@)

(ii)

(iii)

Impairment losses

Note 43(a)(viii): impairment of financial instruments
involves determining inputs into the ECL measurement
model, including incorporation of forward-looking
information.

Note 31: impairment testing of investments in associates
involves significant judgement in determining the value in
use, and in particular estimating the present values of cash
flows expected to arise from continuing to hold the
investment.

Valuation of financial instruments

The Group’s accounting policy for valuation of financial
instruments is included in Note 2. The fair value of the
financial instruments is mainly based on the quoted
market price on a recognised stock exchange or a price
quoted from a broker/dealer for non-exchanged traded
financial instruments. For all other financial instruments,
the Group determines fair values using valuation
techniques. Valuation techniques include net present
value and discounted cash flow models and various
market recognised pricing models. Some or all of the
significant inputs into these models may not be observable
in the market and are derived from market prices or rates
or are estimated based on assumptions. Valuation models
that employ significant unobservable inputs require a
higher degree of management judgement and estimation
in determination of fair value. Management estimation are
usually required for selection of the appropriate valuation
model, assumptions and inputs to be used.

Provisions for tax uncertainties

The Group makes provisions for tax uncertainties by either
estimating the most likely amount, which is the single most
likely amount in a range of possible outcomes, or the
expected value in a range of possible outcomes. The
estimate could be different from the actual results of
resolution. Any increase or decrease in the provision
would affect profit or loss in future years.

TEGmBALT B B RREY - B EECIFEE T3
JE A SR B Erat BOR BRIV E & ~ &~ 1A
K37 2 i R A s B A ~ (EERIRBCE - i
WSS R ST AT RE A AT -

EET AR BUE & EHIERRET - Mt Z BB gl
BWIERY -

(@) (oSt AIRE NZREY T AR

FiEE32 ~ 39M44dR A B R R E ~ BT
HE RN A B E AT Rl TR B EAT R
FHEREBRRZ - (AR e R RAHEAM F %R
TR

(i) EEEK

B EEA3(a) Vi) © 4 T BB (B 5 Bk
TR RIS RS R % > (g
1A B Ao -

WFEE31 © BEE A TR E AT RE AR RE
AR ERYEACHIET - KSR RS
AR AT E AR THE T S ATEE -

(i) &mTEAEE

ARG e T B A S Ry R
FFEE2 o el TR P E EZRER
HZ AP HE - SGIE R BT
TER G e TR » AR A
2 BRI - e R T A
ARG A A5 E AR E A PRE -
i (A 2 B B B R B <t S T R
3~ PARCEAL T35 802 i P AT A (5 B
o B EATAA T AR EE 2
BCRRERE TG T EIZGL - TAETS
ERSEFIRET R - SE B TS
o AR E IR A Bl 28
EER > FEEH I A A
B B AT > G RE T E Rl LAY NP
B - —fiims > HEEEErEER - &
RSB REE T -

(iil) RO M

AREEEROS 2 A HEE TS LUK AT RE
Bllf EL ] SE M ERFEHE A A4S R EE N
TEH RS - ZASEHE FTREBE IR A =
5 o BEEIE PRSI DR AR R EE
JERTIEL -
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ACCOUNTING ESTIMATES AND JUDGEMENTS (CONTINUED) eretibet RHET (&)

(b) Critical accounting judgements in applying the Group’s (b) AEEERSHECENEEE T HE
accounting policies

Certain critical accounting judgements in applying the Group’s A B E A o ST ORI A T B g s A A

accounting policies are described below: T

(i) Classification of financial assets () <REEHE
Note 2(h)(ii): assessment of the business model within fiFEE2(h)(ii) © FRAEFEE EZER PG EHEE
which the assets are held and assessment of whether the B4R &EESLIINE B4 E A4 i
contractual terms of the financial asset are SPPI on the ABEEERIFIE AT -
principal amount outstanding. ’

(ii) Measurement of ECL (i) TEHHEEELETE
Note 43(a)(viii): establishing the criteria for determining bfFEE43(a)(viil) : FTI7EE LU E SRl E E
whether credit risk on the financial asset has increased (5 B i A5 EE W AR TR I 4 EL K
significantly  since initial recognition, determining B0 58 T3 DU A ELpiiE st S Ta
methodology for incorporating forward-looking information I A L T ) ST 1] S 7 e 5
into measurement of ECL and selection of models used to ;%Zgjeﬂ’jﬁﬂ&ﬁﬁfiiuﬁﬁﬁiﬁfu%
measure ECL. =

(iii) Recognition of deferred tax assets (i)  IEAEFRIEE A 2 hfEsy
The Group recognises deferred tax assets only to the SRR AR P Be A TESR AU A1 7 DAHR S R AE
extent that it is probable that future taxable profits will be FRIEZENEN T > AEEA HESTEER
available against which the asset can be utilised. Estimates THEFE - T RREERSS ISR
and judgements are applied in determining the amount of E\ﬁﬁ‘grgﬁ# , 5ﬁ1ﬂ#+)§2¥ﬂ[%ﬂ£ﬂ%2%{‘%;%

future taxable profits and the probability that such future
taxable profits are available in the foreseeable future to

2 AIRMESRA 5 ) A A S Ry % AR A

support recognition of the deferred tax assets. The Group HEE - AEEEHARAECAENER > &
uses all readily available information, including estimates FEAR R ST R P S R 2 R R A R S
based on reasonable and supportable assumptions and AR EET > DA E R AR TE R A -
projections of revenue and operating costs, in determining SRR S v BE R AR I & S
future taxable profits. Changes in these estimates could WS S R S e S B A -

significantly affect the timing of deferred tax asset
recognition and the amount of asset recognised.

COMPARATIVE FIGURES  LLigi+=

Certain 2021 comparative figures have been restated to conform to 2021 F R CER AT E A EEN R
current year’s presentation. Please refer to Note 23 for the effect of T o FHRMEE23 Rl E R S
restatement.

NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD {A/AZRRAT#R 5 A4S R H & IS4

After the end of the reporting period, the directors declared a second HENREHAS T H BRSSP HIEE - 5%
interim dividend. Further details are disclosed in Note 19(a). EEAENTEE19@)EHE -
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55. ASSETS HELD FOR SALE FA5FHELE

FrAFNEZ EER A - WG AL EE T
AT Z R SRR

The assets held for sale and liabilities held for sale after elimination
of inter-companies balances are summarised below:

2022 2021
HK$ Mn HK$ Mn
HREEETT HREEETT

Assets held for sale (Note 34) FrAFHE&EE (h734)
Disposal groups held for sale (Note) FEEEREHER () - 2,232
Other properties HAtr 2 27 32
27 2,264

Liabilities held for sale (Note 37) FEEREAE (4/737)
Disposal groups held for sale (Note) FEEEREHER () - 1,637

Note:

2021- Include Blue Cross (Asia-Pacific) Insurance Limited. On 26"
August, 2022, the Bank completed the disposal of Blue Cross (Asia-

Pacific) Insurance Limited.

There was no disposal group held for sale as at 315 December 2022.
As at 31t December 2021, the assets and liabilities of the disposal
groups held for sale after elimination of inter-companies balances are

summarised below:

e
2021 © GIFEAF (2K (REEAIRLE] - £77E
12022478 /26 H /M EEFF (220 g AR
57 °

142022412 F 31 HALFERFA 1 H B 4H AT - 722021
FA2A3MH - FrAFLEEBATEEMAR - I
MEH PR N EB AT Z M A RHELDT

2021
HK$ Mn
AEECEE T
ASSETS BE
Cash and balances with banks e R AT SRTHVEE TR 3
Investment securities e i 1,926
Fixed assets EEHE 34
- Other properties and equipment -HAY)SE Rkt 33
- Right-of-use assets - R 1
Goodwill Bk 14
Other assets Hi&RE 255
Assets held for sale FEEHEEE 2,232
LIABILITIES =i
Current taxation AREFEMTE 4
Deferred tax liabilities IRIEMIH AR 5
Other liabilities HAth & e 1,628
Liabilities held for sale FAEFHEER 1,637

As at 31 December 2021, the total equity of the disposal groups
attributable to the Group was HK$770 million.

FR2021F12 331 H - TR AR 2 B 4H )
IR R 2 4B Ry B T . TO [T -
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Investment Securities Fa-tice
2021
Mandatorily
measured at Measured at
FVTPL FVOCI Measured at
SRR s e amortised cost
DURBAHEE Wi AR A FHEH A Total
irE EiEE & itE K|
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
A EHETT AEHET AEHETT AHEET
Certificates of deposits
held FrEFREE - 690 - 690
Debt securities EHE% 26 1,160 - 1,186
Equity securities B {yae 7 50 - - 50
76 1,850 - 1,926

The cumulative income recognised in other comprehensive income
relating to disposal groups held for sale is as follows:

AR TFH S4B R A 2 U PR <~ Batit
AMIE

2021
HK$ Mn
BEETT
Cumulative income recognised in other
comprehensive income TSI H A U s N 2 BEHRA (36)

56. EXPOSURES TO INTERBANK OFFERED RATES ${FRSirEFIRAg

Following the decision of global regulators to phase out LIBORs and
replace them with risk free rates as alternative reference rates
(“ARRs”), LIBORs of CHF, EUR, GBP and JPY were ceased
available after 2021. 1-week and 2-month USD LIBORs were also
ceased. Other tenors of USD LIBOR will cease available after June
2023.

With the completion of the IBOR Reform Project, the Group has the
operational capability to trade in ARRs and manage the transition of
the aforesaid LIBORs and the remaining demising regional rates
that yet to transit to alternative benchmarks which include SG Swap
Offer Rate and SIBOR.

PRI S BR B AR L B A 1 L (O P SR T IR S 4
fEF= ( TLIBORs ;) fF b F1l 4 05 R X
2EFF ( TARRs ) - HidokER ~ BOT ~ S5 K
Hytry LIBOR Bt 2021 FE& = 1EEH < 1 2HHF1 2
8 H2=7C LIBOR JREfz kA - EMamrsaT
LIBOR jt 2023 4 6 A &= 1L -

W SRAT[EISEYRE AR SR H RS2 - AEEE R
55 ARRs R s Faft LIBORs MIFL & 5 AR 2
BAREE (B I T A R A I R T [FI5E
PREFIE) BRI EIHETEE ARRs HIAE
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56. EXPOSURES TO INTERBANK OFFERED RATES (CONTINUED) $R{TESEHrEFIRmEE (4)

The following table shows outstanding amounts of financial EEY TEZE 2022 £ 12 A 31 H2EFRE
instruments referencing the interest rate benchmarks that have yet SETT S A S O AR St T H. 2 6348
to transit to alternative benchmark rates as at 315 December, 2022, VR EEEEE H > FiE SR TA - SagE

excluding the financial instruments that will expire before the (e 0 A ] HE YREET T > TR HHID
transition date. The amounts of financial assets and liabilities are MEMISEURTEEET - METETRAUS

shown at gross carrying amounts, and derivatives are shown at FREGIT -
notional amounts.
2022
Gross Carrying Amount/Notional Amount JEIAI{E44%E, /435588
USD LIBOR GBP LIBOR SIBOR
FEICmAERTT B MBI T SG Swap Offer Rate W sRT
EESREES [E]SEH R B TR [E]SEH RS2
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AR HE T AR HET AR EET AR HET
Assets FiE
Loans and advances to customers
E PR 35,270 94 1,743 4,276
Placements with and advances to
banks
TESRATHITF R B B 4,276 - - -
Negotiable debt instruments held,
including negotiable certificates of
deposit
CFFA R EB T E - G TERE
E2/C 78 - - -
Total asset HELAH 39,624 94 1,743 4,276
Liabilities &%

Certificate of deposit and debt
securities issued

RTINS RS 2,715 - - -
Total liabilities & {F4A%E 2,715 - - -
Derivatives 74 TH

Interest rate swaps Fl|Z 5§ 53,628 - - -
Cross currency swaps 3¢ X £ it 1,515 - - -
Other derivatives EAtr )74 T E 156 - - -
Gross total derivatives

PTET R 55,299 - - -

The Group has fair value hedge accounting relationships maturing REEN N EE S P s B AR TR Y E R
beyond the anticipated cessation date for IBORs. Significant HITERAL I R ZIRE o 7S B I AL R SR TR 3
judgement will be required in determining when uncertainty is R e R R MR HE » W AR
expected to be resolved and when targeted relief will cease to apply. Epds s B EACHIET - R 2022412 A 31 H > A&

As at 31% December, 2022, the Group believes uncertainty N R N [TRPEEN
continues to exist as to when and how the replacement may occur %E‘H%ﬁﬁiM$¥j’qﬂIET?H%%A&ﬁDm’E{T%{t{E
with respect to the relevant derivative hedging instruments, and so TFAEANEENE » Bt ﬁﬁﬁ%é\é@ﬁﬁﬁé@ﬁ%@ﬁﬁﬁ%
the targeted reliefs apply to the Group’s hedge accounting HEER(G o B PSS AR PRSI -
relationships that reference benchmarks subject to reform or

replacement.
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56. EXPOSURES TO INTERBANK OFFERED RATES (CONTINUED) $R{TESEHrEFIRmEE (4)

57.

As at 31st December, 2022, the details of derivative instruments
designated in fair value hedge accounting relationships linked to
IBORSs, excluding the derivative instruments that will expire before the
transition date, are as follows:

s ]
EITRBERTTRISEIRE

Interest rate swaps
USD LIBOR

420224212 H31H » FREHI T BRI TR (EF]
MBI E A P EES PG GRS ENITET
R (B fEEEEE H Z s TA

2022

Weighted
average
Notional exposure years
designated DR
IEEAESE R

HK$ Mn

A ETT
44,908 4.29
44,908 4.29

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE

FOR THE YEAR ENDED 315" DECEMBER, 2022

FEEZE 2022512 531 HILEFEATE AR EMREREEET  FrRIfRR AT E LR RS

Up to the date of issue of these financial statements, the HKICPA has
issued a number of amendments to standards and new standards
which are not yet effective for the year ended 315 December, 2022 and
which have not been adopted in these financial statements. These
include the following which may be relevant to the Group.

Amendments to HKAS 1, Classification of Liabilities as Current or Non-
current

CEBETEAD B ZEST RBRIFREEEI T

Amendments to HKAS 1 and HKFRS Practice Statement 2, Disclosure
of accounting policies
(FABGEFER) F15E R (FBVBHREENEBEAL) £25 28
51 BB

Amendments to HKAS 8, Definition of accounting estimates
(FEEGTTEA) B8R ERT M Eifiiif e,

Amendments to HKAS 12, Deferred tax related to assets and liabilities
arising from a single transaction
(BB 125585 " HE— G TEEZ ZEREES
BRI

HKFRS 17 and amendments to HKFRS 17, Insurance Contracts
(EBITHEREA) E1T5E TRl s4y, REERT

Amendments to HKFRS 16, Lease Liability in a Sale and Leaseback
(BB S ) BICSRMER] BRI ZFHIMEAE

The Group is in the process of making an assessment of what the
impact of these amendments and new standards are expected to be in
the period of initial application. So far the adoption of them is unlikely
to have a significant impact on the consolidated financial statements.

HELSEM SRR ZEMHY > BEEAIAETH
T HIRETRATEA | (EZ FEaTRRE AR EE
2022412 {31 H b Bt AR R R AR > BRBL I R
R MBS - AT RE B AR B AR Z 5T 4R
AR -

Effective for accounting periods
beginning on or after

FErE B ER AL A2

15t January, 2023
2023F1H1H

1st January, 2023
2023F1H1H

1st January, 2023
2023F1H1H

15t January, 2023
2023F1H1H

15t January, 2023
2023F1H1H

1st January, 2024
202441 H1H

ARG IEAE RG2S S 5 TR B F S v {18 P 3 T e
BEENZE - BSFSEERTE R F BT - Frte
RIFTsR R A R 7 S S BERA AT RE R E Y
.
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