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Unaudited Supplementary Financial Information

1. BITRSBZEFERAE

1. SECTORAL ANALYSIS OF GROSS ADVANCES
TO CUSTOMERS

UTHREFER@BIRDBON - KRS The following analysis of the gross advances to customers by industry
N2 RBMERRBR 2 ¢ 8 RBWMKRNERE T MR sector is based on the categories with reference to the completion
B instructions for the HKMA return of loans and advances.
2022
ERREE -7
LA EZRR2 EZER
EFERER % Covered KEDE BEER ZREER
Gross by collateral B Impairment Impairment
advances to or other (Classified or ks allowances- allowances-
customers security impaired Overdue Stage3  Stage1and2
BRI E¥TR EETR BRI BETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ERBEAER Loans for use in Hong Kong
THcEE Industrial, commercial and financial
-NEER ~ Property development 18,906,326 29.53% 408,391 306,825 161,277 76,533
-NERE — Property investment 16,357,855 88.38% - 944,110 - 18,208
-RRE ~ Financial concerns 20,226,497 5.99% - - - 61,290
-BEEL - Stockbrokers 83,143 39.61% - - - E]
-HEREER - Wholesale and retail trade 5,022,337 82.56% 1,574 31,769 1,013 22,019
-gEx - Manufacturing 3,171,700 42.54% - - - 12,515
-BERESRE ~Transport and transport equipment 3,207,299 10.92% - - - 16,672
e ~ Recreational activities 2,322,889 94.77% - - - 4,880
- BB - Information technology 955,463 2.52% - - - 7,521
-Efty - Others 22,178,352 52.00% 3,503 914,022 197 67,001
faA Individuals
-BEEEBERME . - Loansfor the purchase of flats in 216,232 98.73% - 4,674 - 4
ALABEZERER Home Ownership Scheme,
TERBEELE Private Sector Participation Scheme
BT ER and Tenants Purchase Scheme
-BEEMEENZEZER - Loans for purchase of other residential
properties 10,558,791 99.95% 5161 110,591 575 3,739
-} - Others 21,324,9% 95.26% 13,053 324,383 1414 27,002
EAAERZEFEE  Totalloans for use in Hong Kong 124,531,878 57.79% 431,682 2,636,374 164,536 317,603
BoRE Trade finance 8,304,827 20.22% - 53,440 - 28,144
EBRBMMERZER  Loans for use outside Hong Kong 160,928,579 28.14% 3,065,023 5,382,244 2,005,818 1,548,888
RFET4E Gross advances to customers 293,765,284 40.49% 3,496,705 8,072,058 2,170,354 1,894,635
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1. RBRITEPE2EFEREZH®) 1. SECTORAL ANALYSIS OF GROSS ADVANCES

TO CUSTOMERS (Cont'd)

2021
FHnES |
LAR FRBz FRE
RPETEE % Covered a8 AR ZREER
Gross by collateral SAfE Impairment Impairment
advances to or other Classified or il allowances- allowances-
customers security impaired Overdue Stage 3 Stage 1and 2
BETT RETT BETT AETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEBRAZER Loans for use in Hong Kong
IHeRs Industrial, commercial and financial
-MEEE — Property development 18,807,823 28.73% 4,508 - 2,705 65,803
-NERE — Property investment 17,344,841 86.22% 7,646 11,770 = 23,495
-2RE - Financial concerns 18,567,077 71.67% 18,129 18,129 - 46,876
-BEEL - Stockbrokers 762,051 93.44% - - - 15
-HBERTEE - Wholesale and retail trade 5,018,884 82.07% 11,668 18919 53,641 22,606
-BER - Manufacturing 2,661,038 58.50% - 55 - 10,499
-BERESTE — Transport and transport equipment 2,596,818 8.53% - = - 19,106
ST - Recreational activities 2,201,987 99.96% - - - 2619
- B ~ Information technology 544,804 3.19% - - - 6,181
-2y - Others 19,994,809 62.24% 8423 66,655 4119 66,505
faA Individuals
-BEEERHEENE . - Loansfor the purchase of flats in
LABESEEE Home Ownership Scheme,
HERBEELE Private Sector Participation Scheme
EETZER and Tenants Purchase Scheme 235,29 99.97% 1 1279 - n
-BEEMEZNEZEF - Loans for purchase of other residential
properties 11,309,719 99.97% 1,374 61,280 - 5432
-ERFER - Credit card advances 402 0.00% = = - =
-Eft - Others 23,427,788 94.82% 6,837 200,337 692 27311
EEARAZEHEE  Totalloans for use in Hong Kong 123,473,337 62.21% 58,586 378424 61,157 296,520
2oRA Trade finance 9,050,383 22.81% 17,884 25,066 18,044 23,194
EBBMMERZER  Loans for use outside Hong Kong 163,039,141 33.69% 4,352,621 2,370,628 2,452,840 1,161,261
EPERGE Gross advances to customers 295,562,861 45.27% 4,429,091 2,774,118 2,532,041 1480975
* BREARERY - ALK ESFELET o * Certain comparative amounts have been restated according to the current

year presentation.
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1. BRIOIXIEZEFEREHE® 1. SECTORAL ANALYSIS OF GROSS ADVANCES
TO CUSTOMERS (Cont'd)

MR EE 2 FRBEER - REFHERENE The amounts of new impairment allowances charged to the income

FOREERET : statement, and classified or impaired loans written off during the year

are shown below:

2022 2021
WIS E WEH R E
DER DA
iR WEER boiE TEEK
WEEMHE Classified or BIEXEME  Classified or
New impaired New impaired
impairment loans impairment loans
allowances  written off allowances written off
BET T BET T PR T PR T
HK$'000 HK$'000 HK$'000 HK$'000
ERBFERAZER Loans for use in Hong Kong
TrcRZE Industrial, commercial and financial
- MEER — Property development 187,656 - 29,586 =
- MERE — Property investment 5,631 - 9,702 =
- BRE - Financial concerns 46,249 - 29,446 -
- KELH — Stockbrokers 88 - 15 =
- HERTEE — Wholesale and retail trade 8,464 3,615 48,412 =
- BUEE — Manufacturing 6,601 - 7,128 751
- B B R R — Transport and transport
equipment 3,188 - 13,931 -
- REE® — Recreational activities 2,627 - 2,616 =
- BEEHE — Information technology 2,120 - 6,157 =
- Hfth — Others 35,574 - 47,160 520
fEA Individuals
-BEEEAHEE — Loans for the purchase of flats
FLAWBELEER in Home Ownership Scheme,
FEIREEERE Private Sector Participation
FFEEFZER Scheme and Tenants Purchase
Scheme 3 - 19 -
- BEAEMEEYE — Loans for purchase of
ZEH other residential properties 1,876 - 1,747 =
- ERRERK — Credit card advances 13 - 445 =
- HAtb — Others 17,352 1,026 17,088 1,854
EEBERZ B8 Total loans for use in Hong Kong 317,442 4,641 213,452 3,125
B omE Trade finance 20,246 21,439 27,021 10,293
EBBUIMER Z B Loans for use outside Hong Kong 2,259,165 1,281,358 2,327,111 664,641
BEEERERE Gross advances to customers 2,596,853 1,307,438 2,567,584 678,059
* RESAFEEY - FOLRESEEEHT 3 Certain comparative amounts have been restated according to the current

year presentation.
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2. RHMBEEERRFEBEESL

2. LIQUIDITY COVERAGE RATIO AND NET

2 STABLE FUNDING RATIO
022 EEHEEE
2022 quarter ended
12A31H 9H30H 6 A30H 3A31H
31 December 30 September 30 June 31 March
RENEBZLLRNFHE  Average value of liquidity
coverage ratio 139.36% 140.72% 143.98% 163.59%
2 FEEHEE
2021 quarter ended
12H31H 9H30H 6 H30H 3H31H
31 December 30 September 30 June 31 March
MEEBELLERMFIIE  Average value of liquidity
coverage ratio 153.44% 144.97% 151.97% 164.15%

MEEEEL RN FIEEENZEENEEILIER
RERHNRBERELTNEM OB RA @R
ﬂﬁﬁz%ﬁ%*ﬁﬁﬂaﬂﬁlﬂa #E/f&jtﬁ/ji\ﬁ‘f#

The average value of liquidity coverage ratio is calculated based on
the arithmetic mean of the liquidity coverage ratio as at the end of
each working day in the quarter and the calculation methodology and

instructions set out in the HKMA return of liquidity position.

2022 2021
FREEGLE Net stable funding ratio
FRFRBTESLLE Quarter end value of net stable funding ratio
-E—=FF — First quarter 119.25% 117.19%
-FB-FE — Second quarter 115.11% 116.92%
-B=FF — Third quarter 115.16% 113.75%
- FOFE — Fourth quarter 118.45% 117.15%

BERNFRBEESULETZEREAREE
S ERWMRFBETEIERIERAE

S 2RI

MBUEBBELEIFRER SRR INGA ARG
& WRBGRITEOREE) %EE\'J>>EE RETREER
Yo 2 B R RIAERK

Quarter end value of net stable funding ratio is calculated based on the

calculation methodology and instructions set out in the HKMA return of

stable funding position.

The liquidity coverage ratio and net stable funding ratio are computed
on the consolidated basis which comprises the positions of the Bank
and the subsidiaries specified by the HKMA in accordance with the

Banking (Liquidity) Rules.
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3. FEHRTHAMLERAE 3. NON-BANK MAINLAND EXPOSURES

$IERITR HEFHAMMBRARRERE 2 ST TR The analysis of non-bank Mainland exposures is based on the categories
BEAMEL 2 & RWMRERE TS 2 #iER of non-bank counterparties and the types of direct exposures with

AR EERBEARNSE o LBMFRE RARTRERE reference to the completion instructions for the HKMA return of
EIRTTHER 2 B A B2 R BRI - Mainland activities, which includes the Mainland exposures extended by
the Bank and its banking subsidiaries.
2022
EEAE EEAE
2ER FRAM FRIMY
ESE Y BB AESE BB AESE
Items in On-balance Off-balance  #EMAE
the HKMA sheet sheet Total
return exposure exposure exposure
BT T BT T BT T
HK$'000 HK$°000 HK$°000
FRREAT « RRBUSHE B RI#ES ©  Central government, central
HWBARRAELE government-owned entities
and their subsidiaries
and joint ventures 1 69,228,193 4,977,677 74,205,870
BT ~ #5 BUSRFARU#5E - Local governments, local
HB AT REERE government-owned entities
and their subsidiaries
and joint ventures 2 42,619,295 13,053,260 55,672,555
PRI AE RS EMIEREA PRC nationals residing in
AffRE - EWEAT Mainland or other entities
REERE incorporated in Mainland 3 88,935,781 39,134,368 128,070,149
and their subsidiaries
and joint ventures
NEIEE LM E—ERREMIA  Other entities of central
B E A s government not reported
in item 1 above 4 7,170,356 658,558 7,828,914
NEIEE Ll —IBH I Other entities of local
B E A itE governments not reported
in item 2 above 5 556,689 - 556,689
FRBREE IR INE R s A SR SN ek PRC nationals residing outside
RIS - ERRNBEANGEER Mainland or entities
incorporated outside
Mainland where the credit
is granted for use in Mainland 6 24,794,717 1,773,764 26,568,481
H Ah 32 5% F 1 H R b i i Other counterparties where the
AR A FEERTT B A Hh R B 7 exposures are considered to be
non-bank Mainland exposures 7 4,745,887 - 4,745,887
45T Total 8 238,050,918 59,597,627 297,648,545
MRERES BN EELRE Total assets after provision 9 554,715,901
BEBERNHE AR On-balance sheet exposures
HEEEBER DL as percentage of total assets 10 42.91%
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3. FESRITHIRMEBEARE @) 3.  NON-BANK MAINLAND EXPOSURES (Cont'd)
2021
BEAR BEAR
=AK] FIMY
[ ez 7 A [\ B i
On-balance  Off-balance 4R RAIE
sheet sheet Total
exposure exposure exposure
BT T BT T BT T
HK$'000 HK$'000 HK$'000
R « FRRERFFE AR «  Central government, central
HEBRRIRAEERE government-owned entities
and their subsidiaries
and joint ventures 77,142,613 5,207,415 82,350,028
BT © #5 BNRF A BV - Local governments, local
HWBARRAELE government-owned entities
and their subsidiaries
and joint ventures 38,226,427 9,980,693 48,207,120
FREEIEAERSEMTIERN PRC nationals residing in
MaE - BB AT Mainland or other entities
REBERZE incorporated in Mainland
and their subsidiaries
and joint ventures 92,249,629 35,987,941 128,237,570
TEIEE L —TERRIFTA  Other entities of central
B E A g government not reported
in item 1 above 5,554,592 1,334,238 6,888,830
TEFEE LB —IBM S TR Other entities of local
O H MRS governments not reported
in item 2 above 400,068 - 400,068
A ISR SNE R 3R S e PRC nationals residing outside
R - ERRNSERNEER Mainland or entities
incorporated outside
Mainland where the credit
is granted for use in Mainland 25,747,131 1,606,667 27,353,798
EAth 22 585w B R i Other counterparties where the
AR A FEERTT R A R B o exposures are considered to be
non-bank Mainland exposures 5,444,648 526,028 5,970,676
@t Total 244,765,108 54,642,982 299,408,090
MBERESENEERRE Total assets after provision 546,933,922
BEBRKRNAE AL On-balance sheet exposures
HEEREASL as percentage of total assets 44.75%
* REERERY]  BALRESEEED © 3 Certain comparative amounts have been restated according to the current

year presentation.
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4, [ElEE
HmeE
AEBEBNETERNERBREEEERRE - FIXR

@‘ﬁ%@@‘ﬁ@ﬁiﬂ@‘xﬁﬂﬂ‘%%@

B EERAFRER - RERR - BHEEAR - RTR
BMREERR - AEENEREEBERERDBIR

BEMRE - ERERIZESERE ﬁE’M@FZW

R E RS
Zﬁﬁﬁi SHASENEERREEASKAT

PEEETRIFNEREE L « ;I ERBEENER
B& 1t B IR R R RS AR o

REEREERBRERER EF2 TREARERE
Bg YABYIIFNTEREEKE  AREELE
B EERLRES %%tt%@?ﬂﬂ BREEBER - 5
Hh EREEZ B REEBRUEZEE BE
& BB %&ﬁéﬁﬁ&? TEIZEZ&EEE@&EEA
EHREE - YHEERFETEETE -

BETRNREEHLEEZESAEARERBEAR
i N AR) € S wﬁl\ REETHNZEEEELZE
LB REEFSITUNRREERE &
B HIRT MO Bt ke B IR S B ARy

6 Aﬁqfiﬁﬁ’%ﬁ%ﬂﬂéﬁ%%w CBE G ERCE

WEEFIEERR - miERAR - RIERK - FE2R
M~£¢&Aﬁﬂ CAEREAR O REBESRR R
BEEBR ~ BHE RS © 125 B A0 IR R B A BUR K AR

F REEENERRE  KESEAHERR o

EzE B ERER EERRMNEEEEEE RANK
B NHERAEBERIEZSERERR - 27 MR

PO

=i o

4. RISK MANAGEMENT

The Overview

The principal types of risk inherent in the Group’s businesses are
credit risk, interest rate risk, market risk, liquidity risk, operational risk,
reputation risk, legal and compliance risk, strategic risk, technology risk,
conduct risk and climate risk. The Group’s risk management objective
is to enhance shareholder value by maintaining risk exposures within
acceptable levels.

Risk Management Structure

The Bank’s Board of Directors (the “Board”) holds the ultimate
responsibility for the Group’s overall risk management. It establishes a
sound risk culture and determines the risk management strategies and
the risk management structure.

To achieve the Group’s goals in risk management, the Board sets up the
Risk Management Committee, which comprises of Independent Non-
executive Directors, to oversee the Group’s various types of risks, review
and approve the high-level risk management policies. Also, Credit
Approval Committee is set up under the Risk Management Committee
to review or approve credit applications and credit management related
matters exceeding the Chief Executive’s authority or as required by the
policy and monitoring the credit activities of the Group.

Credit Approval Specialized Committee set up by the Chief Executive
is responsible for approving credit business within the authorisation,
Also, according to the risk management strategies established by
the Board, risk management policies and controls are devised and
reviewed regularly by relevant departments and respective management
committees set up by the Chief Executive.

The risk management units develop policies and procedures for
identifying, measuring, evaluating, monitoring, reporting and
controlling credit risk, market risk, operational risk, reputation risk,
legal and compliance risk, interest rate risk, liquidity risk, strategic risk,
technology risk, conduct risk and climate risk; set appropriate risk limits;
and continually monitor risks.

The Audit Department conducts independent reviews on the adequacy
and effectiveness of risk management policies and controls to ensure
that the Group is operating according to the established policies,
procedures and limits.
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4, RBEEREw@W

EM SR ()

B ERTERRRERNER - ARERREE
B MEZERET M RREREM RERBEE
BERRREEEEGER BERNEEAREKESS
B ZMEZEENAESFE TRNESEEE -
R EEEMARITESREI -

() FEEBREE
EERREEFBRNPEHRRMEIA -

(i) FEELEEEE
RBETRREEF BN BERERMELIA -

Gii) HEEEEE
MSEREEFBRRPERRMEI4A -

(iv) FIEm@REEE
MK E e BT BN M SRR M4 A

(v) BRIFEREE

RIERRZHER TEHARBENATIEF - AR K
B ARSMNERE M ATERIBR R - 1R 1ER R R
REBRENSERES - EREEASRIEIDIE
HERE o

4. RISK MANAGEMENT (Contd)

Risk Management Structure (Cont'd)

Independence is crucial to effective risk management. To ensure the
independence of risk management units and Audit Department, risk
management units and Chief Risk Officer report directly to the Risk
Management Committee and the Audit Department reports directly
to the Audit Committee respectively. Both committees are specialised
committees set up by the Board and all members are directors of the
Bank.

(i) Credit risk management

Details of credit risk management are set out in Note 4 to the Financial
Statements.

(i)  Liquidity risk management
Details of liquidity risk management are set out in Note 4 to the
Financial Statements.

(iii)  Market risk management

Details of market risk management are set out in Note 4 to the Financial
Statements.

(iv) Interest rate risk management

Details of interest rate risk management are set out in Note 4 to the
Financial Statements.

(v) Operational risk management

Operational risk is the risk of loss resulting from inadequate or failed
internal processes, people and system, or from external events. The risk
is inherent in every aspect of business operations and confronted by the
Group in its day-to-day operational activities.
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4, RBEEREw@W

EM SR ()

(v) BERBEE#)
EEEIRERREIE [ = E&R | BZ : g
SNELEN AE —EHR  RIRIERAREENE—F
EA  BAERTGEEAREATETLERLCL AR
MR TR IR AL o RS A R i A — e R
2 EEIR IR BN EPIBAL B B EA N ERE -
BAREHEEREIEE - EHE - MSH(HEAE
PIBtEEEEN ) A —EMiE B EMEZEE—E
BH SR ERIR AT » S E T RISt ISE - HPImAL e
ISR ERIR M — S BB R A EIE - B
TE_BPROEESREL  Be B ABIRER
REEIN - IVARIET MR ERR S R S0 A b 28
friRitE s B R BT E MR R R R E
EEE - BEBAESENG  WIRERREEBIER
HARIE R R BT T  EE e EmLy
FIskIhee BT ER R B IR TIEM & R M MA 8L -
WiRHEBHRER -

REBENBED TMEENDEERTHEARR]
SERBERARIESR - BRI  IRIERREE
B RmEZENFERERREETARTERZR
Al ERREFBEREH AP RERANRR
R85 3B B B (R B i R BE TR R BV IRERRUE

B RESIXBEEMROEBERRAREXTE
1R8] - WA R MR ERIE R EHETTELR -

4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont'd)

(v) Operational risk management (Cont'd)

The Group has implemented the “Three Lines of Defence” for its
operational risk management. All departments or functional units as
the first line of defence are the first parties responsible for operational
risk management, and carry out the duties and functions of self-risk
control in the process of business operation through self-assessment
and self-enhancement. The Operational Risk, Legal and Compliance
Division together with certain specialist functional units in relation to
operational risk management within the Group, including the Human
Resources Department, Information and Technology Risk Management
Division, Administration Division, Finance Department (collectively
known as “specialist functional units”), are the second line of defence.
They are responsible for assessing and monitoring the operational
risk conditions in the first line of defence, and providing them with
guidance. Specialist functional units are required to carry out their
managerial duties of the second line of defence with respect to some
specific aspects of operational risk and its related issues. Besides taking
charge of operational risk management in their own units, these units
are also required to provide other units with professional advice/training
in respect of certain operational risk categories and to lead the Group-
wide operational risk management. Audit Department is the third line
of defence which provides independent assessment to the effectiveness
and adequacy of the operational risk management framework and is
required to conduct periodic audit of the operational risk management
activities of various departments or functional units within the Group
regarding their compliance and effectiveness and to put forward
recommendations for remedial actions.

The Group adheres to the fundamental principle of proper segregation
of duties and authorisation. The Group adopts various operational risk
management tools or methodologies such as key risk indicators, self-
assessment, operational risk events reporting and review to identify,
assess, monitor and control the risks inherent in business activities and
products, as well as purchase of insurance to mitigate unforeseeable
operational risks.

Business continuity plans are established to support business operations
in the event of an emergency or disaster. Adequate backup facilities are
maintained and periodic drills are conducted.
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4. EREREE

IS (5)

i) EE@EBREE
TEEAREREAEEESELEENEERE (R
WEEEE) T %aﬁzﬁﬁ%%d\W$%%m
DKW D ZRER - EEERBREN R

% 5B IR - &&Eﬁ%z°

il

AREERER - AEEGEEREERRERR
% BN BN EEER Rﬁ$1¢§*$51$‘il
MEF BRI MEEDE - ENEERREERHAZRE
MRS RRYE A LB S EXBAIRIE R KRS KRAS
B REBETRESHE %UE&HE%%H BIEEREA

BRI TE - UFHESE 2R 8 ANEBER
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BEAN » AREEFE T TTE SIS AR S R TR AR
EERARES  UBEREE  BH REREEARE
HHETAEME - SEINMEBREH B S &M
FSAEEEHBEANE - BB ARELRB I ARSE
BRFABER -

(vii) EEREHEEBEE
FERREBIEREANITITEL - SREAS D AFIRT
mﬁﬁ%lL%ﬁ%%#ﬁﬁﬁmﬁﬁ%ﬁ%ﬁ

°Aﬁﬂﬁﬁl$ﬁﬁﬁﬁﬂ* EDIRIRA
BEEMARB AT E R RN EERBEE - 5
ﬁ%%%%&% BARMER xR MARAR SRR
W@E FMOERBER - %ﬁi@&Aﬁ$ﬁﬁm}¢
FMOERBRIE - ZRRAFRERERBRES
Tﬁﬁ SRR AR ED D m%%QETmHﬂAE
ZEEFEH -

4, RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont'd)
(vi)  Reputation risk management

Reputation risk is the risk that negative publicity about the Group’s
business practices, whether genuine or not, will cause a potential
decline in the customer base, or lead to costly litigation or revenue
decrease. Reputation risk is inherent in other types of risk and every
aspect of business operation and covers a wide spectrum of issues.

In order to mitigate reputation risk, the Group has formulated and duly
followed its Reputation Risk Management Policy. The policy aims to
identify and prevent reputation risk proactively at an early stage when
an incident occurs. Since reputation risk is often caused by various
types of operational and strategic issues that negatively impact the trust
and perception of the Group, all operational and key risks identified
are assessed through the established Key Control Self-Assessment
framework, including risk assessment tools, to evaluate the severity of
their impact on the Group, including the damage to reputation.

In addition, the Group has put in place a comprehensive framework to
continuously monitor reputation risk incidents in the financial industry.
This continuous monitoring enables the Group to effectively manage,
control and mitigate any potential adverse impact from an incident. The
Group also adopts robust disclosure practices to keep our stakeholders
informed at all times, which helps build confidence in the Group and
establish a strong public image.

(vii) Legal and compliance risk management

Legal risk refers to the risk that if any unenforceable contracts, lawsuits
or adverse judgments occur then it may disrupt or otherwise negatively
affect the operations or financial conditions of the Group. Compliance
risk refers to the risk of legal or regulatory sanctions, financial losses
or losses in reputation the Group may suffer as a result of its failure to
comply with any applicable laws and regulations. Legal and compliance
risks are managed by the Operational Risk, Legal and Compliance
Division. All legal and compliance matters are handled by the
Operational Risk, Legal and Compliance Division. As part of the Group’s
corporate governance framework, the policy for the management
of legal and compliance risk is approved by the Risk Management
Committee as delegated by the Board.
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(viii) FEEE R EE
EWEREAEBEERSESE  AERRESE
Bt - AR AT RS M B ST S B A M i
B HSRAGUER  BRESET - BRRARS
BRAY  ATEAEENAT - BA - RS
WA RBIFEMER - EEERINEMFEERARE
B  BUBBEANEISREEASHESS
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(ix) BiZ/mpEEE

MiEREEiERR [ B EREETEL T2
EASEEREEREERBRNER o [EARH] &
BECEL  BE  FEREHERANTE - BREL
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R#E) FEMEFRE - MxAREERIEHRE
REERBEERE - HREREERRIEERRA
BRBNEKED  HEFEBR THEAREEZRES
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x) BIEREE

BRTRBRERBETER TEHESRER B5H
FERAMGREERER  RETRIFRTHEAMS
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RIERREREZRE2CFEMEENRLE @ Fl0R
mRIREMERNEE  IRESTEEEBEBE TR
LHATE - RizRRA D AEERRREAER o

4, RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont'd)
(viii) Strategic risk management

Strategic risk generally refers to the risks that may cause negative
impacts on the earnings, capital, reputation and market position
of the Group due to the improper process of strategy formulation,
implementation and adjustment when the Group implements various
strategies, including macro strategies and policies, and formulates
various specific plans, programs and systems for the implementation of
strategies and policies. The Board reviews and approves the strategic
risk management policy. Key strategic issues have to be fully evaluated
and properly endorsed by the Senior Management and the Board.

(ix) Technology risk management

Technology risk refers to the risk of direct or indirect losses to the Group
caused by improper or inaccurate controls over Information Technology
(IT), which encompasses automated means of originating, processing,
storing and transferring information, and covers recording devices,
communication networks, computer systems (including hardware
and software components and data) and other electronic devices.
Information technology risks are managed by the Information and
Technology Risk Management Division. As part of the Group’s corporate
governance framework, the policy of technology risk management is
approved by the Risk Management Committee as delegated by the
Board.

(x)  Conduct risk management

Conduct risk refers to the risk of customer complaints or losses,
warnings or penalty issued by regulatory bodies to the Group caused
by staff non-compliance, improper selling of financial products,
violation of integrity principles or corporate values, violation of
code and other conduct issues. Conduct risk is managed by Human
Resources Department and quarterly reported to the Nomination and
Remuneration Committee as delegated by the Board.

The Group regularly reviews its business strategies to cope with the
latest market situation and developments.

(xi) Climate risk

Climate risks refer to the risks posed by climate change, such as
damage caused by extreme weather events or a decline in asset value
in carbon-intensive sectors. They are broadly classified into physical risk
and transition risk.
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5. BUSINESS REVIEW

In 2022, interest rates across the global market rebounded, as the
COVID-19 pandemic continued, Russia-Ukraine crisis continued to
push up energy and food costs, and many countries implemented an
unexpectedly tighter monetary policies to curb high inflation. The sharp
rise in financing costs slowed down the pace of business expansion,
reduced investment willingness, and weakened consumer spending,
which led to a rising risk of global economic recession. As a result,
the Group continued to bear external macro and industry pressure.
As to the mainland of China, the real estate control policies, recurrent
pandemic, and a drop in external demand continued to dampen
consumption and investment growth. In terms of pandemic prevention
and control measures, the mainland launched an optimised policy last
December, clarifying the path for pandemic prevention and relaxation.
In Hong Kong, the continued tightening of the surrounding macro
environment, the loss of professional talents and the severe blow to
the service industry have led to a sharp downward pressure on the
real estate sector. In 2022, inbound controls continued between the
mainland and Hong Kong, limiting economic and trade exchanges
between the mainland and Hong Kong, and slowing the recovery of
investment sentiment. In terms of financial market environment, global
interest rates rebounded significantly from low levels in 2022, and the
net interest margin (NIM) of the banking industry increased significantly
from last year. Even in the face of negative factors such as the pandemic
outbreak and significant market volatility, the banking industry recorded
steady growth in profitability and assets.

The Group paid close attention to the market, promoted integrated
operation and management, fully implemented its strategic
transformation, and created distinctive advantages in its cross-border
and “investment bank + commercial bank” businesses, while orderly
facilitating the construction of new IT system projects and continuously
strengthening risk management. Our core businesses advanced steadily,
with the strategic businesses making breakthroughs. As a result, the
operating performance achieved double-digit growth.
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5. BUSINESS REVIEW (Cont'd)

Financial Review

As at the end of December 2022, total assets of the Group amounted
to HK$541,677 million, increased by 1.00% year-on-year. Deposits from
customers achieved HK$365,462 million, down 4.77% year-on-year;
gross advances to customers achieved HK$293,765 million, similar to
that of the end of last year. Under the Group’s risk mitigation program,
the classified or impaired loan ratio of the Group stood at 1.19% as at
the end of December 2022, down 0.31 percentage point year-on-year.

The Group reported operating profit of HK$4,476 million for 2022.
Benefiting from the rise in market interest rates and the Group’s
proactive management of its asset-liability structure, net interest income
amounted to HK$7,172 million, increased by 13.38% year-on-year.
At the same time, the transformation to a financial services steward
model advanced steadily in accordance with its strategic development
objectives. Non-interest income was HK$2,478 million, increased
by 9.45% year-on-year. In 2022, the Group overcame the impact of
internal and external unfavourable factors and achieved rapid growth
in operating performance. The profit after tax amounted to HK$3,908
million, increased by 20.96% year-on-year; return on average total
equity was 6.15%, while return on average total assets was 0.73%.
Net interest margin (NIM) was 1.44%. All financial indicators performed
well.

Business Review
Personal banking

As at the end of December 2022, net operating income before
impairment allowances in Personal Banking amounted to HK$1,758
million, increased by 9.93% year-on-year. The Group adhered to the
customer centric approach and actively served local citizens and cross-
border customers. During the year, the Group continued to enrich
its wealth management products, established new insurance agency
partnerships, and introduced high-end insurance brokerage and
referral trust services. It also launched a variety of funds, insurance and
bond products to provide customers with more diversified financial
management choices and to facilitate the transformation from a
product sales-oriented business to a financial services-oriented business.
The Group continued to improve its online and offline service channels
to enhance customer experience. During the year, the Group provided
against the future and set up cross-border service centers in Hong Kong
Island, Kowloon and New Territories. In addition, a new branch was
opened in Kai Tak, first bank in the region, to serve the customers in
this community. A new mobile application was launched to facilitate
cross-border business development with financial technology.
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5. BUSINESS REVIEW (cont'd)
Business Review (Cont'd)
Personal banking (Cont'd)

The Group has been actively putting efforts into the local market,
highlighting the brand characteristics of NCB, and creating rich options
of “financial + non-financial” portfolio which covers various fields to
better meet customer needs. The Group has also launched marketing
activities such as the welcome offer, NCB Step Up with You, to
attract quality wealth management customers. In the face of the fifth
wave of the pandemic in 2022, the Group was committed to ensure
uninterrupted services at its banking network and actively fulfilling its
social responsibility. To reduce the pandemic impact on citizens during
the period, the Group distributed anti-pandemic supplies to the public
at branches and donated pulse oximeters to district elderly community
centres in Hong Kong.

Corporate banking

As at the end of December 2022, corporate loans and advances
amounted to HK$237,680 million, up 2.31% year-on-year. Net interest
income in Corporate Banking was HK$3,611 million, and net operating
income before impairment allowances in Corporate Banking amounted
to HK$5,015 million, increased by 1.28% year-on-year. The Group
made every effort to expand its target customer groups and optimise
its customer structure, and in turn, achieved a steady increase in the
percentage of loan balances from target customer groups during the
year. With active effort to seize market opportunities such as refinancing
of overseas US dollar debts and fluctuations in RMB exchange rate, and
to leverage advantages in cross-border network and flexible mechanism
through business synergy with Cinda Group and the integrated linkage
with NCB (China), the Group built up a distinctive product system
containing cross-border settlement, supply chain financing, domestic
guarantees for foreign loans, cross-border direct loans and RMB
settlement, and provided customers with customised comprehensive
solutions to solve their common pain points in cross-border business,
steadily transforming towards the financial steward service model.
During the year, in response to the corporate customers’ transformation
to a sustainable development model, the Group successfully acted as
the sole lead bank and bookrunner for large enterprises, organised
green syndicated loans certified by Hong Kong Quality Assurance
Agency (HKQAA), and acted as a green financial advisor for customers,
the loans of which were actively participated by the industry peers. The
Group’s ranking of appointed lead arrangers in Hong Kong and Macao
in 2022 was significantly higher than that in 2021.

#17% 7 % 4641 » NANYANG COMMERCIAL BANK 2022 ANNUAL REPORT 43§ * www.ncb.com.hk

253



254

REEZZ M E R

Unaudited Supplementary Financial Information

5. XKEE®

EBEEE)

PEBITER ()
EEHSENBIE T 2 RG SRS - Ak B E g ERE
HSEXEMEEENTREE  SOSEP/ Y
ERFIEHE  BERABARBILERA RN
S [ CRERRTE | NESEL  BEES
SRERRBETEL B [BERZEETERL
B AR CREBENYIE  BHE I REER
SEE  CHBESERETRIRESRYE Wl
EEMBIRA | MR LSRR AR IS
W& - mESHERER o

HEEH
HE2022F12 AK © B EBIRIUREER A 2 F
LB A RS 27 33187  1RF EFH44.28% - A&
EemAEIARBE -] RBITEERCSRER
AG NEREEHTREPITHEIE  FAZRESME
BEMNEX  ARFEERMERERE  BEXRF
KEBZREMISEBRBNGERRASER - BE
MM RFLESBRENTIEES - BREER
WIEFIFREIT TS EER - FRHTEARBKIEED
mh - AEBEHEHESE  BEE St ARKEE
EERSEREAR EREEER - ARPREEM
EEMFetEm AEEBERTRELETZER
E5F  EXEEAARBERREFR 2288 - I
EARRETENRMAS  WHIERASHER -
GLEEE HEEBERSHERE  NRFREEZ
B BARMNARBTISEMME/mAREKERS - F
B IDIREEHBEGKE - EKA D BERAR
SEBEEAREELEN -

o

5. BUSINESS REVIEW (Cont'd)
Business Review (Cont'd)
Corporate banking (Cont’d)

In response to the continuous impact of the pandemic and operating
pressure, the Group continued to introduce numerous relief measures
to support corporate customers during the year, fully backing small
and medium-sized enterprises (SMEs) to overcome trying times during
the pandemic. The Group actively cooperated with the Hong Kong
Mortgage Corporation Limited to launch various product enhancements
to the “SME Financing Guarantee Scheme”, as a response to Hong
Kong Monetary Authority continuing to extend and optimise the “Pre-
approved Principal Payment Holiday Scheme” to provide financing
support to SMEs. Besides, the Group introduced online service fee
waivers and encouraged customers to use electronic banking and
account services, in a bid to reduce the financial costs for customers.
The Group also provided the elderly care organizations with the
necessary supplies to fight against the pandemic, so as to overcome the
difficulties together with customers.

Treasury

As at the end of December 2022, net operating income before
impairment allowances generated by Treasury amounted to HK$2,733
million, increased by 44.28% year-on-year. The Group comprehensively
deepened its “RMB First” strategy and actively strengthened its role as
a financial steward by marketing to customers with product dimension
and exploring the needs of each customer, providing customers with
comprehensive solutions for cross-border investment and financing,
exchange rate, interest rate management, etc to cope with market
fluctuations. The Group established an efficient and collaborative
working mechanism between product managers and relationship
managers to lay a solid foundation for the smooth development of
the agency business. During the year, in response to the volatile RMB
market, the Group launched cross-border interest rate and exchange
rate products, such as Stable Interest (8.15%2), Gou Hui Bao (BE[EE ),
and Flexi Yield RMB Time Deposit (518 A RKEEETFFR), providing
customers with more extensive and distinctive products. The Group
also actively expanded online and offline multi-channel publicity, built
the brand image as an NCB RMB expert, enriched the contents in the
official website, WeChat official account and other channels, and added
new channels such as financial news column, online live broadcast and
WeChat video account to provide customers with more extensive and
real-time information on RMB market and NCB's views on RMB. At the
same time, the Group seized the opportunities of cross-border joint
business and achieved synergy, continuously enhancing the Group’s
capability in cross-border RMB business.
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5. BUSINESS REVIEW (cont'd)
Business Review (Cont'd)
Mainland Business

In the face of the recurring impact of the pandemic and the weak
recovery of the mainland economy, NCB (China) responded swiftly
and took multiple measures to fight the pandemic and ensure
orderly business operations, laying a solid foundation for continuous
transformation to high quality development. During the year, the Group
paid close attention to the strategic transformation, focused on personal
and corporate target customer groups, and increased the expansion
of quality customers with special preferential plans to optimise the
business structure. The Group actively made use of synergies, continued
to deepen its cross-border features, focused on wealth management
business, and enhanced product configuration and product marketing
capabilities. The Group also deepened digital transformation, promoted
online cross-border business such as cross-border remittance, foreign
exchange settlement and sales, documents, letters of guarantee
and trade financing, enhanced customer experience, and upgraded
credit system functions to improve risk control capabilities. Moreover,
the Group further deepened the business application of Puhuibao
and Juhuida, served the real economy properly, and supported the
development of inclusive micro and small enterprises, green credit and
strategic emerging industries. The Group further improved the planning
of key regions and, on the basis of the successful opening of the Wuhan
branch in 2020 and its continued profitability, opened an Chongging
branch in 2022 to continuously improve the regional financial service
capabilities and collaborative customer service capabilities with Cinda
Group.

Risk management

The Group attached great importance to a sound risk governance
structure and compliance culture. All employees fully abided by the
Group’s risk management system and internal control procedures and
adhered to its risk limit. At the same time, the Group further enhanced
risk awareness, strengthened risk management and control, and
improved the foresight and effectiveness of risk prevention and control,
consolidating the foundation of asset quality.
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5. BUSINESS REVIEW (cont'd)
Business Review (Cont'd)
Risk management (Cont'd)

During the year, the Group continued to optimise asset quality control,
comprehensively sorted out the existing assets, and revitalised asset
projects in a standardised and orderly manner. The Group also carried
out risk checks on the mainland real estate loans, proactively withdrew
from potential high-risk projects, and optimised the structure of credit
portfolios. In line with its strategic business development, the Group
continued to manage compliance and operational risk, operated in
full compliance with the regulations, implemented relevant regulatory
requirements, and strictly executed various anti-money laundering and
anti-terrorist financing control measures, ensuring that risks are under
control. The Group also conducted stress tests on major risks to assess
the impact of the stressful environment on asset quality and financial
status, and kept abreast of the latest requirements of regulatory policies
to continuously improve climate risk management.

Outlook

Looking forward to 2023, overseas inflation will continue its downward
trend. The US Federal Reserve’s tightening monetary policy is coming
to an end, with the interest rate hike cycle likely to peak in the first half
of the year and interest rates expected to hover at a high level. The
high interest rate environment puts pressure on the global economic
environment, and the risk of global economic recession continues to
rise. Economic growth in the mainland, under the proactive fiscal policy
and prudent monetary policy, will bottom out and grow rapidly in 2023.
The pandemic prevention and control policy is ushering in a change.
In the short term, the relaxation of pandemic prevention measures
will increase the number of infection and temporarily affect economic
activities. However, after the peak of the pandemic in the mainland,
domestic demand is expected to further recover under the combined
effect of monetary and fiscal policies. Investment will be mainly driven
by government infrastructure. Investment momentum in the private
sector will be gradually released. The real estate industry will gradually
stabilise, reducing the constraints on economic growth.

In the face of the complex and ever-changing market environment
and the fierce competition in the industry, the Group will continue to
develop the width and depth of its strategic transformation, continue
to deepen the synergies, and strive to enhance its differentiated
competitiveness, consolidating the unique advantages of cross-border
and “investment bank + commercial bank”. At the same time, the
Group will make every effort to build new IT system, optimise its own
operational capabilities, and continue to strengthen risk management
to maintain the steady development of the businesses.



