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1. BTEPEZEFERESE 1. SECTORAL ANALYSIS OF GROSS
ADVANCES TO CUSTOMERS
NTHAREPERBEZITES AT BE1TED The following analysis of the gross advances to customers by
BHN2REBERRERZEERBRNERET industry sector is based on the categories with reference to the
mims - completion instructions for the HKMA return of loans and
advances.
2025
ERREEL FZEBRz F-NE-ER
Epal HEER ZREER
EFERBE % Covered by BEAEHEE Impairment  Impairment
Gross advances collateral or  Classified or i allowances- allowances-
to customers  other security impaired Overdue Stage 3 Stage 1 and 2
BETR BETR BETR BETR BETR
HKS'000 HK$'000 HKS'000 HKS'000 HKS'000
EBAERZER Loans for use in Hong Kong
IAsEE Industrial, commercial and financial
— NEER — Property development 14,932,101 29.18% 697,432 697,432 415,862 88,217
— nERE — Property investment 14,746,082 83.27% 6,337 14,436 - 51,977
— tRE — Financial concerns 22,395,673 3.66% - - - 55,951
— RERL — Stockbrokers 120,138 8.34% - - - 13
—HERTER — Wholesale and retail trade 4,535,759 71.80% 82,195 81,459 23,838 10,461
— REE — Manufacturing 1,645,883 50.88% 111,136 111,136 82,822 8,172
— BERESRE — Transport and transport equipment 5,295,294 14.02% — — — 9,548
— KEED — Recreational activities 2,097,961 95.85% - - - 7,984
— HMBE — Information technology 1,501,733 1.01% - - - 6,907
— Hify — Others 17,092,047 40.23% 1,601,798 1,602,753 974,575 58,254
A Individuals
— BERERAENE LARESR — Loans for the purchase of flats in Home
EEHEARAZELRHEBTL Ownership Scheme, Private Sector
BX Participation Scheme and Tenants
Purchase Scheme 164,895 100.00% - 8,184 - 2
— BEEMEENEZER — Loans for purchase of other residential
properties 8,753,462 99.92% 16,947 132,362 187 4,394
— ERRER — Credit card advances 942 0.00% 14 7 7 167
— Hify — Others 17,570,551 97.83% 27,333 219,044 7451 4,697
EEBERzER LR Total loans for use in Hong Kong 110,852,521 51.94% 2,543,192 2,866,813 1,504,742 306,784
BoRE Trade finance 8,449,337 15.82% 111,783 112,698 65,045 17,307
ERBIMIMERZER Loans for use outside Hong Kong 153,480,694 25.68% 3,664,175 3,833,035 1,173,631 1,008,262
EPERGR Gross advances to customers 272,782,552 36.05% 6,319,150 6,812,546 2,743,418 1,332,353
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1. BUTEIBZEFERAE(B)

1. SECTORAL ANALYSIS OF GROSS
ADVANCES TO CUSTOMERS (Cont'd)

2024
BRREEL E=RBr 2-NE-KR
BAM BEER ZREER
REEN@E % Covered by HEAEIFE Impairment Impairment
Gross advances to collateral or other Classified or ki allowances- allowances-
customers security impaired Overdue Stage 3 Stage 1 and 2
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EBRRAZER Loans for use in Hong Kong
THeRE Industrial, commercial and financial

— NE%R — Property development 13,794,779 37.07% 816,730 816,730 503,349 31,354

— MERE — Property investment 14,151,054 93.29% 35,568 42,759 21,063 46,308

— tRE — Financial concerns 17,661,746 5.60% = = = 34,530

— REEL — Stockbrokers 643,121 63.84% = = = 52

—HERTEX — Wholesale and retail trade 4,522,200 76.70% 74,400 77,19 8,782 17,442

— REX — Manufacturing 1,919,005 39.09% — 136 — 6,767

— BEREERE — Transport and transport equipment 3,312,061 2681% = = = 4,061

— REED — Recreational activities 2,164,362 96.53% - - - 390

— BB — Information technology 749,283 0.54% = = = 3,421

— Hi — Others 19,627,328 43.36% 1,407,840 1,403,781 690,582 48,575
A Individuals

—BEREALEMNE LARESE — Loans for the purchase of flats in Home

ER:EREZELREBTL Ownership Scheme, Private Sector
BR Participation Scheme and Tenants
Purchase Scheme 176,889 100.00% = 1,713 = 49
— BEEMEENEIER — Loans for purchase of other residential
properties 9,595,782 99.75% 19,189 82,153 - 4,684

— BAFER — Credit card advances 341 0.00% — 2 —

— Hit — Others 17,351,169 94.28% 26,419 221,901 8,399 4,327
EEAERCEREE Total loans for use in Hong Kong 105,669,120 58.23% 2,380,146 2,646,370 1,232,175 202,460
B5RE Trade finance 8,463,355 17.36% 53,082 66,007 19,722 18,370
EBBNIMERZER Loans for use outside Hong Kong 154,399,025 24.59% 5,130,366 4,167,611 1,804,448 913,530
EFETER Gross advances to customers 268,531,500 37.60% 7,563,594 6,879,988 3,056,345 1,134,360
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1. RITE¥DPE2EFERETE(B) 1. SECTORAL ANALYSIS OF GROSS

ADVANCES TO CUSTOMERS (Cont'd)

The amounts of new impairment allowances charged to the income

R ss R B @ MIRBERER  REFMETED

BSORBEERMAT : statement, and classified or impaired loans written off during the
year are shown below:
2025 2024
M ED ESR MR E D FE
FREAEES WEER IR ELERE RWEER
New Classified or New Classified or
impairment impaired loans impairment impaired loans
allowances written off allowances written off
BT T BT T ok ok
HK$'000 HK$'000 HK$'000 HK$'000
EERFERAZER Loans for use in Hong Kong
TS Industrial, commercial and financial
— MEERE — Property development 83,559 299,159 50,420 334,927
— MERE — Property investment 24,225 87,586 46,929 407,843
— SEhE — Financial concerns 31,945 — 5,678 —
— RELAK — Stockbrokers 3 — 21 =
— HBERTEE — Wholesale and retail trade 22,711 8,919 22,430 =
— BEE — Manufacturing 87,517 — 3,214 10,285
— BHREHZE — Transport and transport
equipment 7,016 — 1,790 =
— KEES — Recreational activities 7,594 — — —
— BB — Information technology 4,014 — 4 21,830
— Hfth — Others 324,418 162 587,477 21,085
fEA Individuals
— BEEERHEEE — Loans for the purchase of flats in
LARBE2EEREEI R Home Ownership Scheme,
HEBHEFEEFZ Private Sector Participation
B Scheme and Tenants Purchase
Scheme 25 — 41 =
— BEHEMEEMEZER — Loans for purchase of other
residential properties 2,711 1,829 3,235 =
— EARER — Credit card advances 174 — — —
— Eft — Others 2,780 366 10,102 7,164
EEBERAZERBERE Total loans for use in Hong Kong 598,692 398,021 731,341 803,134
= Trade finance 61,077 10,348 16,620 41,234
EBBUINMERZER Loans for use outside Hong Kong 944,566 2,791,991 844,342 2,847,343
REERER Gross advances to customers 1,604,335 3,200,360 1,592,303 3,691,711
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2. REBMNBEELRRRBEESHEER

2. LIQUIDITY COVERAGE RATIO AND NET

b= STABLE FUNDING RATIO
2025 FEHEE
2025 quarter ended
12A31H 9A30H 6H30H 3A31H
31 December 30 September 30 June 31 March
mEEEE L X FIE Average value of LCR 188.43% 194.13% 181.32% 261.91%
2024F FEHER
2024 quarter ended
12A31H 9A30H 6H30H 3A31H
31 December 30 September 30 June 31 March
mEHEEEL X FIE Average value of LCR 212.98% 234.62% 214.18% 169.47%

MBMBEL TN FHERERNZFTENEETIE
BRERNABUEBELTNEMFOBRERR
RN 22 ERMERIANFEITERIERAE -

The average value of LCR is calculated based on the arithmetic
mean of the LCR 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.

2025 2024
BEE S FHELEX NSFR
FERIEBEESFRELE Quarter end value of NSFR
— % —FE — First quarter 141.86% 128.83%
— F=FE — Second quarter 141.20% 135.64%
— E=FFE — Third quarter 142.00% 139.64%
— FNEFE — Fourth quarter 143.70% 143.66%

BEROBREESFRLXREAREHEREESMN
N ERBRINANGFETERERFTE -

MBUBELERBEESFRLXENGEER
AE - WREBGRITE ORI R BAARRITRE
EREEZHMBRBEMX

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 LCR 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. FERITHAMERALE 3. NON-BANK MAINLAND EXPOSURES

HIFRT X HEFOANMABRBREE Z DTS The analysis of non-bank Mainland exposures is based on the
BEBAMER 2 € ERMKIBERIE T Z# categories of non-bank counterparties and the types of direct
BRI R EZEREER D o bR ERET RART exposures with reference to the completion instructions for the
RERERITEBL 2B R 2 AR RAE HKMA return of Mainland activities, which includes the Mainland
exposures extended by the Bank and its banking subsidiaries.

2025
£ER HEARRAN BEAERIN
HRER BB BB

Items in the On-balance Off-balance 4 EL R R
HKMA return sheet exposure sheet exposure Total exposure
BET T BET T BET T
HK$'000 HK$'000 HK$'000

R - R RET A E Central government, central
Wi EMBARINRAERE  government-owned entities and
their subsidiaries and joint ventures 1 70,597,185 1,940,520 72,537,705
BT - 15 BT A R Local governments, local government-
g HIMBRRIRAE®RE  owned entities and their
subsidiaries and joint ventures 2 48,737,167 12,056,889 60,794,056
HEREENERSEMAEAN  PRC nationals residing in Mainland or
A - ERB AR R other entities incorporated in

BERE Mainland and their subsidiaries and
joint ventures 3 82,768,114 40,238,774 123,006,888
TREELME—ERRBMA  Other entities of central government
B H i is not reported in item 1 above 4 5,272,789 230,000 5,502,789
TEERE L5 =18 AR Other entities of local governments
GoERiuki 3 not reported in item 2 above 5 316,008 49,656 365,664
B EINE RSAEEINEMA  PRC nationals residing outside
B HEARBANGEE Mainland or entities incorporated
outside Mainland where the credit
is granted for use in Mainland 6 13,825,347 2,871,269 16,696,616

Hih R S FmERBAER  Other counterparties where the
1R B IERAT B P 1 B B A 1 exposures are considered to be

non-bank Mainland exposures 7 3,168,424 — 3,168,424
BEr Total 8 224,685,034 57,387,108 282,072,142
HREEeENEERT Total assets after provision 9 578,460,602
LEEBBERANREBEEREE On-balance sheet exposures as
HWEAOLL percentage of total assets 10 38.84%
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3. FESRATHY M R PR AIE (B) 3. NON-BANK MAINLAND EXPOSURES
(Cont'd)
2024
®ER BAEABRAMN EEBEBERIM
HxREAR [ B 7 [ B 7
Items in the On-balance Off-balance 48 2 b
HKMA return  sheet exposure  sheet exposure  Total exposure
BT T BT T BT T
HK$'000 HK$'000 HK$'000
HRET - R RBTEE Central government, central
Hig - EMBARIRAERE  government-owned entities and
their subsidiaries and joint ventures 1 60,812,469 3,362,135 64,174,604
5 BT - i BT B Local governments, local government-
HiE - EEARIRAERE  owned entities and their
subsidiaries and joint ventures 2 43,574,173 11,091,172 54,665,345
HEEENERSEMAFEAN  PRC nationals residing in Mainland or
At mgeE KRB AR R other entities incorporated in
BELE Mainland and their subsidiaries and
joint ventures 3 87,926,102 36,942,284 124,868,386
TR Ll E—EFRREFFA  Other entities of central government
B E A g not reported in item 1 above 4 6,115,689 261,866 6,377,555
NEERE Fl 5 =18 A Other entities of local governments
) H i iE not reported in item 2 above 5 638,909 79,816 718,725
HREEEINEREERIGER  PRC nationals residing outside
R - ERRIEARNEER Mainland or entities incorporated
outside Mainland where the credit
is granted for use in Mainland 6 15,815,374 2,334,035 18,149,409
HEth R SEFMERBAERS  Other counterparties where the
AFEIRAT O R0 30 R i A A exposures are considered to be
non-bank Mainland exposures 7 2,966,892 — 2,966,892
@it Total 8 217849608 54,071,308 271,920,916
HREESENAERTE Total assets after provision 9 554,464,424
EEBBERANRRAES On-balance sheet exposures as
EEATEANL percentage of total assets 10 39.29%
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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
RMC, 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 RMC to review or approve credit
applications and credit management related matters exceeding the
Chief Executive’s authority or as required by the policy and monitor
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. ERBRERE(E)
AREREE (A

BIYMREITERAREEZNERE - BREARE
BB RMAEZ BB - B E IR B A B R
TERRSERBROMAARAREREER B SER -
EEHERANEZZESER ZMEZEEHA
EXZeTRNEEZRES  2ZBAARTES
PEE o

() GFEREBEZE
FERRERFIEHNY B MRMTIAN -

(i) “EBHELEBGEE
RBETRARERFEHNMBREMTIAN -

(iii) FEEREEE
MG RAREEFBHRIIEHRERMTLA °

(iv) FIEREREZ
MEREREEFBERRIBRERMFEL4A

(v) REEREE

RIERREEA T TELARBENAIESF - AR
R ARINEBE M ATERBRNAR - RIERAR
BRNEBRENSERE  RREERATRIEL
HhEHNER -

4. RISK MANAGEMENT (Cont'd)

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 report directly to RMC on policy implementation
and various risk status, 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.

(ii) 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 operation
and confronted by the Group in its day-to-day operational
activities.
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4. ERERE(8)
ABEEEE(E)
(v) BIERBER ()

SEEBRERREEIZENRIBR : BB
REURE-BHR REREERAREENE -AE
A BBERTEEBRERBITEBLELBE
R B TR B 4 R B BE o R AR LR K SRR R B 2 TR
—LEREREREEABNEMIBEELREAN
BRM  EAEBERAREER ARRAKRE
EHE BB (GEAIEPIBEENL]) RE_E
Prig  BEFAMEEES —BHRRERRMNR -
HH TRRMHIEEEE - EFBEEEM B BRIERR
B ER SRR EEAMER BITE &N
RHEBEREM  BREEABRERBRERI
TARIEENRIERREREBREMEMIRHE
EBR /MBI BETEERRNRERBREREE o
B RE=EMR HRERRERERNENR
MR R BN FEREREREZHAIX
HMIB AL EATIR (R EIE TENS R B RIE
WHiRHEHER -

REBENBED TNMEEDEERTHEARRA -
SEXAERARER - ARG  RERBREMN
REXERIBESTRANRERRERET AT
SRR FHE  ERREEBEER RS RE
mARER  REABERBERERINEE
R\ B R o

HREESRUABEMHROEBEERBEFEES
BIERTE] SRR R AR BRI SE BETTRAR -

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 and 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 and Climate
Risk 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, Legal and Compliance
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 of the Group, and providing advice and
guidance to the first line of defence. 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 specialist
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, reporting and review on operational
risk events and loss data 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. ERERE(8)
ABEEEE(E)
(v) BIERBER ()

TSR ER1E 2 I M IE B 75 3 B 428 ol 10 B U1 e AR
UMM —IBEIZ - XEEE2025FE B FELS
RRE RS EERE 200,000 03 A ER ETSIRIEESIEE
h ELEHBREERZEE£KREBBESH
DERMOAT RNREBFEBIARIERZT
BRESWEIME  BERRZEFRLSHEINE
{BE7&# 1,000,000 30 A ERIE4F o NEBFE20254F
EHGR FRIEEBEITSHAEENMEMKAESE
BAXE -

(i) EERREE

FERBRENEAKSEXREEEAENAERSE (T
WELBE)  FIRSIBMEPERE )  KASSH
A AR F R - 58 R B R E i E R
MEXBEERE  FRERAER

ARAEEE R - AN B G FT I E RS EE R E R
BR - WBRONBENEECEERAREABRERASK
ERENEF BN NERNE -  ERNEERREES
mMEBARS AR AKEEERIBNIRIERKRE
KRRA5I%  REKIHPFIERELETHERRAR
ERATEEHEERBREFNEREAZRETRSE
DI - RERANIRE - HETERNRK - BEEBMH
B FREBERS Y SEBHFBEERRE
BEA - EORGAESIENTISFE - SR
FE R TR B 15 568

SO AEERT T ERGISEE N ERAMEL
MEERBREMN  AARERE  #£5 R EEER
REMFNEEERATE - SENEBR 2B BT
RERMEHABEREAE AR ARELR
WUAEERFRABVR

4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont'd)
(v) Operational risk management (Cont’d)

Operational loss is an indicator of the effectiveness and robustness
of the non-financial risk control. Operational risk loss events with
the net loss equaling to or more than HK$200,000 equivalent are
recorded for the year of 2025. They fall under the Basel
Committee’s event-type category “Execution, delivery and process
management” and “Business disruption and system failure”, and
none of them incurs a net loss equaling to or more than
HK$1,000,000 equivalent. The net operational loss of the Group in
2025 does not cause a material impact on the Group's financial
status.

(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 departments or
functional units are required to collect, analyse, record and report
on reputation risk events and associated risk factors as part of their
daily work. When making significant decisions, implementing
business strategies and conducting business activities, all
departments or functional units are required to factor in reputation
risk, evaluate the potential market impact comprehensively, and take
appropriate preventive measures.

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.
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4. ERERE(8)
B EIEEE (E)
(vii) EERSHEE R EE

EREREREMAATRTEL - FRIHF AR
mAgeE AR EEEFEXVBARER B HEEY
2R - A REREEAREETEAERE R
REA - MAlEEHAEBAAR B EAEHEE RS
HE - SIBMPBREAAEEBRBEINAR - EZRRA
FEREERREEBEARDAERBENEKS -
HEFEETHAREEZE &M - SEEME
rhkafARI=ZENRIRE : AESFIREME
BEE-BHG AEEEAMAREMEZRAR
RBOEE  BEREARRAREENE —EEA:
ERRAREERAMNEPIBERPIAE BN
RERRARRAESRE BHE XK EER
REZRRARAREREE - HEEPIBEEA
ARBAERERESR  BIOEARLRARERERE
F_BHRNET  REMIPREMLREERM
XEREREREAFEZENG  REHEERARR
REERBNBIUN G EHRRESHMFIRER
rRaFRRAREERE TENRITERMERML - A
HEXRER -

(viii) & &2l fz &
RERREANEEEERSIERE 2B EK
HEBR  ARARITEREBRRMHFSBEEER

P8 TRMGIER - ARAEREGIR - Bt Kk
ERREPLRE  EtHEAKENARN BAX 8
MMBHURITENRR - EE SR MEMK
BEREEER SHEKEFEHFIEREEA
BREEENRANHEEENFL -

4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont'd)
(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. As part of the Group’s corporate governance
framework, the policy for the management of legal and compliance
risk is approved by RMC as delegated by the Board. The Group has
implemented a “three-lines of defence” system for legal and
compliance risk management. All departments and units serve as
the first line of defence, bearing the responsibility for managing
legal and compliance risks within their respective departments and
units. They are the primary responsible parties for legal and
compliance risk management. The Legal and Compliance Division,
along with relevant functional departments, forms the second line
of defence. The Legal and Compliance Division is responsible for
overseeing, managing, supporting, monitoring, and following up on
legal and compliance risk management matters. The relevant
functional departments, based on their functions and expertise,
fulfil the responsibilities of the second line of defence, providing
resources and support to other departments and units. The Audit
Department serves as the third line of defence, providing
independent assessments of the legal and compliance risk
management framework. They regularly check the implementation
and effectiveness of legal and compliance risk management efforts
across departments and units and provide recommendations for
improvements.

(viii) Strategic risk management

Strategic risk refers to the risk that may cause negative impacts on
the Group'’s profitability, capital, reputation and market position due
to the mishandling in the formulation, implementation, and
adjustment of strategies, policies, including macro strategies and
policies, and related plans, schemes, and systems. The Board
reviews and approves the strategic risk management policy. Key
strategic issues have to be fully evaluated and properly endorsed by
Senior Management and the Board.
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4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont’'d)
(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 RMC 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, 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.
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4. RISK MANAGEMENT (Cont'd)

Risk Management Structure (Cont’'d)
(xi) Climate risk

Climate risk refers to the risk posed by climate change and is
broadly classified into physical risk and transition risk. Physical risk
refers to the impacts of climate and weather-related events and
long-term progressive shifts of climate, while transition risk refers to
the financial risk related to the process of adjustment towards a
lower-carbon economy which can be prompted by, for example, the
development of the regulatory requirements, the technology
development of low-carbon transition or change in market and
customer preferences.

Climate risk has close connection with the traditional risk. For
instance, climate risk drivers may lead to business disruption
affecting the repayment ability of borrowers, thereby increasing the
exposure to credit risk; a heightened reputation risk with changing
market and consumer sentiment towards more climate or
environmentally-friendly products, services and business practices.

Climate risks are managed by the Operational Risk and Climate Risk
Division. Various groups of risk takers also assume their respective
responsibilities for risk management, including The Board and its
committees, management and all related units.

The Group reviews its climate risk management strategies to cope
with the latest regulatory requirement and markets situation as well
as developments in a timely manner.
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5. BUSINESS REVIEW

In 2025, global inflationary pressures eased, but trade continued to
be impacted by uncertainties surrounding the US tariff policies,
geopolitical conflicts escalated, and the economy navigated through
turbulence. Major economies such as the US and Europe adopted
looser monetary policies, but at different paces, and the banking
sector still faced challenges such as insufficient effective lending and
pressure on asset quality. The Chinese Mainland economy continued
its recovery-driven growth, with exports showing resilience in a
complex and challenging external environment. However, fixed asset
investment remained weak overall, the real estate market had not
yet stabilised, domestic demand recovery was relatively moderate,
and inflation rebounded only to a limited extent. Hong Kong's
exports continued to be strong, and the residential market showed
recovery signs with gradual interest rate cuts. Financial market
activity was robust, and private consumption was gradually
recovering.

In 2025, the Group closely followed the main theme of high-
quality development, continued to promote business transformation,
digital transformation and integrated operation, effectively
responded to the challenges brought by external uncertainties, and
made steady progress in its operations throughout the year. The net
operating income before impairment allowances and profit after tax
both increased year-on-year, with net operating income before
impairment allowances exceeding HKD10 billion, setting a new
historical record. In addition, a number of difficult and painful
issues that had hindered high-quality development have been
resolved, resulting in structural optimization, efficiency
improvement, and enhanced capabilities. The resilience of
operations in complex environments had been further enhanced,
and high-quality development had entered a new stage of
improvement and excellence.

Financial Review

As of the end of December 2025, the Group reported total assets
of HK$566,452 million; deposits from customers achieved
HK$405,709 million; gross advances to customers recorded
HK$272,783 million; the net operating income before impairment
allowances amounted to HK$10,972 million; the operating profit
amounted to HK$4,463 million; the profit after tax amounted to
HK$3,498 million; the return on average total equity was 4.61%;
the return on average total assets was 0.63%; the net interest
margin (NIM) was 1.59%; and the classified or impaired loan ratio
of the Group was 2.32%.
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5. BUSINESS REVIEW (Cont'd)

Personal banking

As of the end of December 2025, net operating income before
impairment allowances in Personal Banking amounted to HK$2,901
million, increased by 15.21% year-on-year, providing strong support
for the growth of the Group’s net operating income before
impairment allowances. With a customer-centric approach and
focusing on meeting customers’ needs throughout the entire
process, the Group continuously enriched its products, optimised
electronic channel functions, and promoted integrated operations,
resulting in significant achievements in business transformation and
development. During the year, significant progress was made in
expanding the cross-border customer base, with a substantial
increase in business scale and revenue contribution; efforts were
focused on promoting the management of wealth management
customers, and the wealth management revenue from NCB Wealth
Management customers achieved a new breakthrough. The Group
closely monitored the market and continuously expanded its
product offerings, achieving rapid growth in its investment and life
insurance businesses. The Private Banking business had achieved
steady growth in its first year since its market launch.

Corporate banking

Affected by factors such as insufficient effective demand, net
operating income before impairment allowances in Corporate
Banking amounted to HK$3,632 million, decreased by 4.95% year-
on-year. Faced with a challenging operating environment, the Group
focused on optimising its business structure and enhancing its
capabilities as customers’ financial stewardship. During the year, the
proportion of the loans to target corporate customers further
increased, and the Group was once again awarded “Hong Kong
Green and Sustainable Finance Award” by Hong Kong Quality
Assurance Agency. The amount and number of syndicated loans in
year 2025 increased compared with last year, and the year-end
balance of offshore RMB loans to corporate customers, green loans,
and loans to strategic emerging industries all achieved rapid growth
year-on-year. Leveraging Hong Kong's status as an international
financial centre and its capital market advantages, the cross-border
business cooperation ecosystem continued to expand and upgrade,
and several innovative business models with NCB characteristics had
been implemented.
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5. BUSINESS REVIEW (Cont'd)

Treasury

As of the end of December 2025, net operating income before
impairment allowances by Treasury amounted to HK$4,106 million,
increased by 4.17% year-on-year. During the vyear, the Group
proactively responded to market changes, focusing on product and
business innovations, providing customers with differentiated
integrated services such as comprehensive solutions for cross-border
investment and financing, exchange rate and interest rate
management. The Group strengthened group synergies, driving
steady growth in bond trading and other businesses; it also actively
explored new cross-border QDI scenarios. The Group continued to
develop green finance, with both the holding scale and issuance of
green bonds increasing year-on-year. The debt capital market
business bucked the trend and grew rapidly in both transaction
volume and bond issuance scale. It participated in multiple market
benchmark projects, continuously improving its business capabilities
and market competitiveness. Notably, as a joint global coordinator,
it helped China Cinda (HK) Holdings Company Limited successfully
issue three batches of senior unsecured bonds, enhancing Cinda
Group's influence in the international capital market.
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5. BUSINESS REVIEW (Cont'd)

Chinese Mainland Business

In 2025, NCB (China)'s asset size increased steadily, its liability costs
were effectively reduced, the proportion of RMB settlement deposits
increased, and the deposit interest rate decreased. It has made solid
progress in the technology finance, green finance, inclusive finance,
pension finance, and digital finance, and by the end of 2025, the
proportion of loans to strategic emerging industries and the
proportion of green credit both increased compared with the
beginning of the period. Inclusive micro and small enterprise loans
maintained a good growth rate, loan issuance of the elderly care
industry achieved a breakthrough, and loan issuance of the digital
economy industry increased significantly year-on-year. Net operating
income before impairment allowances was limited by narrowing
interest rate spreads, intensified peer competitions, and instability in
non-interest income. Meanwhile, increased provisions due to risks in
the Chinese Mainland property sector put significant pressure on
profits.

Risk Management

The Group adheres to a prudent risk management philosophy,
continuously improving its risk management framework, fully
implementing regulatory requirements and utilising the “three lines
of defence” in risk management and prevention mechanism. The
Group dynamically assessed internal and external environmental
changes, promptly adjusting risk management policies, systems and
procedures. The Group has optimised its credit approval processes,
with strict client and project entry requirements enforced. The
Group had also enhanced its post-loan monitoring and practiced a
series of risky projects screening exercises to continuously
strengthen the quality of its assets. The Group had increased the
application of fintech in risk management, improving early risk
identification, correction mechanisms, and risk management
efficiency. Employees were well trained to maintain compliance
awareness, uphold corporate integrity and align with the corporate
culture.

During the year, the Group actively explored effective channels and
approaches to resolve existing risks, achieving significant results,
laying a solid foundation for high-quality development.
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5. BUSINESS REVIEW (Cont'd)
Outlook

Looking ahead to 2026, the external environment is expected to
become more complex and challenging. Geopolitical conflicts are
likely to occur frequently, great power competition is complex and
intense, the impact of US tariffs on the global trade order will
continue to manifest, and global economic growth will face many
uncertainties. Supported by proactive fiscal policies and a relatively
loose monetary environment, Chinese Mainland economy is
expected to maintain steady growth. However, the recovery of
domestic demand will still take time, and adjustments in the real
estate market and uncertainties in the external environment may
still constrain the economy to some extent.

The year of 2026 marks the start of the 15th Five-Year Plan. Facing
a more complex and volatile external environment and fierce market
competition, NCB will adhere to the general principle of “steady
progress”, maintain strategic continuity, concentrate its efforts on
addressing shortcomings in key areas, further enhance profitability,
optimise its business structure, improve asset quality, and further
solidify its cross-border advantages, thereby achieving greater results
in promoting high-quality development.





