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Consolidated Income Statement 
    

For the year ended 31 December  2014  2013

  HK$’000  HK$’000
    

Interest income  10,037,240  8,776,796
Interest expense  (4,847,191)  (4,085,630)

    
Net interest income  5,190,049  4,691,166
    
Fee and commission income  1,332,965  1,075,126
Fee and commission expense  (78,239)  (66,501)

    
Net fee and commission income  1,254,726  1,008,625
    
Net trading gain  8,858  97,221
Net loss on financial instruments designated at fair value through profit or 

loss  (7,958)  (16,193)
Net gain on other financial assets  122,530  52,496
Other operating income  70,808  75,470

    
Net operating income before impairment allowances  6,639,013  5,908,785
Net charge of impairment allowances  (904,294)  (369,967)

    
Net operating income  5,734,719  5,538,818
Operating expenses  (2,497,589)  (2,352,498)

    
Operating profit  3,237,130  3,186,320
Net gain from fair value adjustments on investment properties  129,896  169,414
Net (loss)/gain from disposal/revaluation of properties, plant and equipment  (347)  3,476

    
Profit before taxation  3,366,679  3,359,210
Taxation  (615,180)  (530,553)

    
Profit for the year  2,751,499  2,828,657

    
Dividends  700,000  539,000
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Consolidated Cash Flow Statement 
    
For the year ended 31 December  2014  2013

  HK$’000  HK$’000
    

Cash flows from operating activities    
Operating cash inflow before taxation  15,674,762  5,927,086
Hong Kong profits tax paid  (458,285)  (354,140)
Overseas profits tax paid  (189,366)  (118,751)

    
Net cash inflow from operating activities  15,027,111  5,454,195

    
    
Cash flows from investing activities    

Purchase of properties, plant and equipment  (84,996)  (109,955)
Purchase of investment properties  (821)  -
Proceeds from disposal of properties, plant and equipment  248  720

    
Net cash outflow from investing activities  (85,569)  (109,235)

    
Cash flows from financing activities    

Dividends paid  (700,000)  (539,000)

    
Net cash outflow from financing activities  (700,000)  (539,000)

    
Increase in cash and cash equivalents  14,241,542  4,805,960
Cash and cash equivalents at 1 January  39,008,565  33,701,213
Effect of exchange rate changes on cash and cash equivalents  (949,036)  501,392

    
Cash and cash equivalents at 31 December  52,301,071  39,008,565
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0,192   7
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6,053,509

6,166,653
6,902,201

9,591,129

9,458,019

9,049,148

e and remains 

ent is past due 
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7,368,171 
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3,067,938

l credit grades a

Group 

14 

Substand
or be

HK$

1

1

29

32

32

Group 

13 

Substan
or b

HK$

1

1

12

16

16
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0,970 

2,623 

8,495 

analysed as follo

The Group 

gross 
ces to 
omers A

HK

0.17% 19
0.10% 6
0.12% 12

0.39% 39

26

The Bank 

gross 
ces to 
omers A

HK

0.03% 4
0.01% 4
0.08% 4

0.12% 13

6

ows: 

2013 

Amount 

 % o
advan

cus
 

K$’000   
  
  

97,953  
67,182  
26,102  

  
91,237  

  

66,765  
  

2013 

Amount 

 % o
advan

cus
 

K$’000   
  
  

41,010  
48,844  
49,067  

  
38,921  

  

68,315  
  

of gross 
nces to 
tomers

0.14%
0.04%
0.09%

0.27%

of gross 
nces to 
tomers

0.05%
0.05%
0.06%

0.16%
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cial risk ma

dit Risk (contin

Gross advance

(d) Advances 

 
 
 

 
Current mark

such advan

 
Covered port

 
Uncovered p

 

 
 
 

 
Current mark

such advan

 
Covered port

 
Uncovered p

 

 

Collateral h

commercial

loans. 

 

As at 31 De

(2013: Nil). 

cial statem

anagement (

nued) 

es and other ac

overdue for mo

ket value of colla
nces to custome

tion of such adv

portion of such a

ket value of colla
nces to custome

tion of such adv

portion of such a

eld against ove

l and residentia

ecember 2014, 

 

ments (co

continued)

ccounts (conti

ore than three 

ateral held agai
ers 

vances to custom

advances to cus

ateral held agai
ers 

vances to custom

advances to cus

rdue or impaire

al premises for 

there were no t
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ntinued)

nued) 

months (conti

nst the covered

mers 

stomers 

nst the covered

mers 

stomers 

ed loans is princ

r corporate loan

trade bills overd

              

nued) 

d portion of 

d portion of 

cipally represent

ns and mortgag

due for more tha

T
2

HK$’

430,

284,

303,

2
HK$’

36,

13,

109,

ted by charges o

ges over reside

an three months

The Group 
2014  
’000  

  

,468   

  
,182   

  
,986   

  

The Bank 
2014  
’000  

  

,124   

  
,390   

  
,233   

  

over business a

ential properties

s for the Group

2013
HK$’000

201,240

145,200

246,037

2013
HK$’000

50,439

41,597

97,324

assets such as 

s for personal 

 and the Bank 
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      (B) G

 

the Finan

cial risk ma

dit Risk (contin

Gross advance

(e) Reschedul

 
 
 
 

 
 
Reschedule

amounts 
for more t

 

 

 
 
 
 

 
 
Reschedule

amounts 
for more t

 

 

Reschedule

the financia

Reschedule

are include

cial statem

anagement (

nued) 

es and other ac

ed advances 

ed advances to 
included in “Adv
than three mont

ed advances to 
included in “Adv
than three mont

ed advances ar

al position of th

ed advances, w

ed in “Advances 

 

ments (co

continued)

ccounts (conti

customers net 
vances overdue
ths” 

customers net 
vances overdue
ths” 

re those advanc

he borrower or 

which have been

overdue for mo
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ntinued)

nued) 

Amo
HK$’

of 
e 

9,

Amo
HK$’

of 
e 

9,

ces that have be

of the inability 

n overdue for m

ore than three m

              

2014 

ount

% of g
advanc

custo
000

803 0

2014 

ount

% of g
advanc

custo
000

803 0

een restructured

of the borrowe

more than three 

months”. 

The Group 

gross 
ces to 
omers A

H

0.01%

The Bank 

gross 
ces to 
omers A

H

0.01%

d or renegotiate

er to meet the o

months under t

2013 

Amount 

 %
adv

c
 

HK$’000   
  

6,288  

2013 

Amount 

 %
adv

c
 

HK$’000   
  

6,288 

ed because of d

original repaym

the revised repa

% of gross 
vances to 
ustomers

0.00%

% of gross 
vances to 
ustomers

0.01%

deterioration in 

ment schedule. 

ayment terms, 



 

Notes to 

2. Finan

2.1 Cre

      (B) G

 

the Finan

cial risk ma

dit Risk (contin

Gross advance

(f) Concentrat

(i) Sectoral 

The follow

reference

 
 

 
 
 

Loans for use 
Kong 

 

Industrial, com
financial 
- Property de
- Property inv
- Financial co
- Stockbroke
- Wholesale 

trade 

- Manufactur
- Transport a

equipmen
- Recreationa
- Information
- Others 

 

Individuals 

- Loans for th
of flats in 
Ownershi
Private S
Participat
and Tena
Purchase

- Loans for p
other resi
properties

- Credit card a
- Others 

 
Total loans for

Hong Kong 

 

Trade finance 

 

Loans for use 
Hong Kong 

 

Gross advance
customers 

 

 

cial statem

anagement (

nued) 

es and other ac

ion of advance

analysis of gros

wing analysis o

e to the Complet

c

in Hong 

mmercial and 

evelopment 
vestment 1
oncerns 

ers 
and retail 

1
ring 

and transport 
nt 
al activities 

 technology 

1

he purchase 
Home 

ip Scheme, 
ector 
tion Scheme 
ants 
e Scheme 

purchase of 
idential 
s 1
advances 

r use in 
7

outside 
6

es to 
14

 

ments (co

continued)

ccounts (conti

es to customer

ss advances to 

of the gross ad

tion Instructions

Gross 
advances 

to 
customers

b

HK$’000

3,109,845
2,223,689 
2,001,248 

101,383 

1,956,256 
6,307,305 

4,056,145 
56,908

1,728,779 
3,754,281 

455,145 

0,333,678 
20,012 

6,759,164 

72,863,838 

7,642,319 

68,996,099 

49,502,256 
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ntinued)

nued) 

rs 

customers 

dvances to cust

s for the HKMA 

% Covered
by collateral

or other
security

30.32%
86.15%
21.71%

1.35%

26.82%
23.80%

10.50%
1.97%
1.80%

42.32%

99.99%

99.51%
-

41.17%

50.36%

27.90%

41.47%

45.11%

              

tomers by indu

return of loans 

The Grou
2014

Classified
or impaired

HK$’000

-
9,397 

-
-

92,507 
38,178 

30,386 
-

2,479 
9,630 

2,006 

5,903 
609 

5,411 

196,506 

102,867 

955,263 

1,254,636 

stry sector is b

and advances. 

up

Overdue  
HK$’000  

-   
35,519   

-   
-   

308,788   
41,590   

6,486   
-   

4,875   
15,346   

 
 

12,250   

64,808   
-   

38,361   
 

528,023   
 

110,355   
 

1,249,484   
 

1,887,862   

 

based on the c

Individually 
assessed 

impairment 
allowances  

HK$’000  

-   
1,322   

-   
-   

26,800   
26,344   

12,159   
-   

919   
6,830   

  
  

-   

-   
-   

782   
  

75,156   
  

73,200   
  

583,242   
  

731,598   

  

categories with 

Collectively
assessed 

impairment 
allowances

HK$’000

10,877
119,117 

5,040 
236 

84,717 
33,372 

14,822 
133 

4,273
81,038 

226 

3,240 
290

5,835 

363,216 

59,473 

815,833 

1,238,522 
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2. Finan

2.1 Cre

      (B) G

 

the Finan

cial risk ma

dit Risk (contin

Gross advance

(f) Concentrat

(i) Sectoral 

 
 

 
 
 

Loans for use 
Kong 

 

Industrial, com
financial 
- Property de
- Property inv
- Financial co
- Stockbroke
- Wholesale 

trade 

- Manufactur
- Transport a

equipmen
- Recreationa
- Information
- Others 

 

Individuals 

- Loans for th
of flats in 
Ownershi
Private S
Participat
and Tena
Purchase

- Loans for p
other resi
properties

- Others 
 
Total loans for

Hong Kong 

 

Trade finance 

 

Loans for use 
Hong Kong 

 

Gross advance
customers 

 

 

cial statem

anagement (

nued) 

es and other ac

ion of advance

analysis of gros

in Hong 

mmercial and 

evelopment 
vestment 1
oncerns 

ers 
and retail 

1
ring 

and transport 
nt 
al activities 

 technology 

1

he purchase 
Home 

ip Scheme, 
ector 
tion Scheme 
ants 
e Scheme 

purchase of 
idential 
s 

r use in 
6

outside 
7

es to 
14

 

ments (co

continued)

ccounts (conti

es to customer

ss advances to 

Gross 
advances 

to 
customers

HK$’000

2,216,959
2,296,487
2,819,772

266,540

0,133,696
4,580,945

3,944,329
61,579

2,051,533
0,931,760

565,821

9,902,944
4,807,678

64,580,043

8,345,348

70,616,652

43,542,043
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ntinued)

nued) 

rs (continued)

customers (con

% Covered
by collateral

or other
security

49.42%
86.23%
13.24%

0.53%

32.83%
37.58%

13.50%
-

1.76%
48.71%

100.00%

99.91%
47.61%

55.38%

26.31%

41.43%

46.83%

              

ntinued) 

The Grou
2013

Classified
or impaired

HK$’000

-
15,573

-
-

67,961
39,580

713
-

2,298
19,871

3,178

1,153
3,886

154,213

54,710

276,888

485,811

up 

Overdue  

HK$’000  

-  
58,529  

-  
-  

109,124  
43,157  

2,855  
-  

2,298  
26,902  

 
 

14,067  

103,688  
45,691  

 

406,311  
 

64,592  
 

654,409  
 

1,125,312  

 

Individually 
assessed 

impairment 
allowances  

HK$’000  

-  
1,150  

-  
-  

19,731  
24,498  

167  
-  

649  
8,016  

  
  

-  

-  
771  

  

54,982  
  

34,580  
  

191,351  
  

280,913  

  

Collectively
assessed 

impairment 
allowances

HK$’000

9,953
124,766

8,427
643

79,617
43,219

34,125
159

5,388
70,296

302

3,820
4,769

385,484

60,959

740,572

1,187,015
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the Finan

cial risk ma

dit Risk (contin

Gross advance

(f) Concentrat

     (i) Sectoral a

 
 

 
 
 

Loans for use 
Kong 

 

Industrial, com
financial 
- Property de
- Property inv
- Financial co
- Stockbroke
- Wholesale 

trade 

- Manufactur
- Transport a

equipmen
- Recreationa
- Information
- Others 

 

Individuals 

- Loans for th
of flats in 
Ownershi
Private S
Participat
and Tena
Purchase

- Loans for p
other resi
properties

- Others 
 

Total loans for
Hong Kong 

 

Trade finance 

 

Loans for use 
Hong Kong 

 

Gross advance
customers 

 

cial statem

anagement (

nued) 

es and other ac

ion of advance

analysis of gros

c

in Hong 

mmercial and 

evelopment 
vestment 1
oncerns 

ers 
and retail 

1
ring 

and transport 
nt 
al activities 

 technology 

1

he purchase 
Home 

ip Scheme, 
ector 
tion Scheme 
ants 
e Scheme 

purchase of 
idential 
s 1

r use in 
7

outside 
2

es to 
9

 

ments (co

continued)

ccounts (conti

es to customer

s advances to c

Gross 
advances 

to 
customers

b

HK$’000

3,109,845
2,223,689 
2,001,248 

101,383 

1,956,256 
6,307,305 

4,026,146 
56,908

1,728,779 
3,754,281 

455,145 

0,332,759 
6,758,678 

72,812,422 

6,744,382 

20,195,867 

99,752,671 
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ntinued)

nued) 

rs (continued)

customers (cont

% Covered
by collateral

or other
security

30.32%
86.15%
21.71%

1.35%

26.82%
23.80%

9.86%
1.97%
1.80%

44.32%

99.99%

99.51%
41.16%

50.35%

29.81%

19.31%

42.68%

              

tinued) 

The Ban
2014

Classified
or impaired

HK$’000

-
9,397 

-
-

92,507 
38,178 

386 
-

2,479 
9,630 

2,006 

5,903 
5,411 

165,897 

57,656 

-

223,553 

nk

Overdue  
HK$’000  

-   
35,519   

-   
-   

308,788   
41,590   

6,486   
-   

4,875   
15,346   

 
 

12,250   

63,574   
38,361   

 

526,789   
 

59,322   
 

-  
 

586,111   

 

Individually 
assessed 

impairment 
allowances  

HK$’000  

-   
1,322   

-   
-   

26,800   
26,344   

195   
-   

919   
6,830   

  
  

-   

-   
782   

  

63,192   
  

43,866   
  

-   
  

107,058   

  

Collectively
assessed 

impairment 
allowances

HK$’000

10,877
119,117 

5,040 
236 

84,717 
33,372 

14,388 
133 

4,273
81,038 

226 

3,227 
5,828 

362,472 

46,480 

109,706 

518,658 



 

Notes to 

2. Finan
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      (B) G

     

 

 

the Finan

cial risk ma

dit Risk (contin

Gross advance

(f) Concentrat

     (i) Sectoral a

 
 

 
 
 

Loans for use 
Kong 

 

Industrial, com
financial 
- Property de
- Property inv
- Financial co
- Stockbroke
- Wholesale 

trade 

- Manufactur
- Transport a

equipmen
- Recreationa
- Information
- Others 

 

Individuals 

- Loans for th
of flats in 
Ownershi
Private S
Participat
and Tena
Purchase

- Loans for p
other resi
properties

- Others 
 

Total loans for
Hong Kong 

 

Trade finance 

 

Loans for use 
Hong Kong 

 

Gross advance
customers 

 

 

cial statem

anagement (

nued) 

es and other ac

ion of advance

analysis of gros

in Hong 

mmercial and 

evelopment 
vestment 1
oncerns 

ers 
and retail 

1
ring 

and transport 
nt 
al activities 

 technology 

1

he purchase 
Home 

ip Scheme, 
ector 
tion Scheme 
ants 
e Scheme 

purchase of 
idential 
s 

r use in 
6

outside 
1

es to 
8

 

ments (co

continued)

ccounts (conti

es to customer

s advances to c

Gross 
advances 

to 
customers

HK$’000

2,216,959
2,296,487
2,819,772

266,540

0,133,696
4,580,945

3,910,573
61,579

2,051,533
0,931,759

565,821

9,902,944
4,807,678

64,546,286

6,902,201

8,142,642

89,591,129
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ntinued)

nued) 

rs (continued)

customers (cont

% Covered
by collateral

or other
security

49.42%
86.23%
13.24%

0.53%

32.83%
37.58%

13.49%
-

1.76%
48.71%

100.00%

99.91%
47.61%

55.40%

28.82%

20.73%

46.33%

              

tinued) 

The Ban
2013

Classified
or impaired

HK$’000

-
15,573

-
-

67,961
39,580

713
-

2,298
19,871

3,178

1,153
3,886

154,213

27,189

10,797

192,199

nk 

Overdue  
HK$’000  

-  
58,529  

-  
-  

109,124  
43,157  

2,855  
-  

2,298  
26,902  

 
 

14,067  

103,688  
45,691  

 

406,311  
 

37,071  
 

11,168  
 

454,550  

 

Individually 
assessed 

impairment 
allowances  

HK$’000  

-  
1,150  

-  
-  

19,731  
24,498  

167  
-  

649  
8,016  

  
  

-  

-  
771  

  

54,982  
  

16,296  
  

8,278  
  

79,556  

  

Collectively
assessed 

impairment 
allowances

HK$’000

9,953
124,766

8,427
643

79,617
43,219

33,755
159

5,388
70,296

302

3,820
4,769

385,114

45,249

165,612

595,975
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the Finan

cial risk ma

dit Risk (contin

Gross advance

(f) Concentrat

     (i) Sectoral 

The amo

written o

 
 

 
 
 

 
Loans for u
 
Industrial, c

- Property
- Stockbro
- Wholesa
- Manufac
- Transpo
- Informat
- Others 

 
Individuals 

- Loans fo
reside

- Credit c
- Others 

 
Total loans
 
Trade finan
 
Loans for u
 
Gross adva

 

 

cial statem

anagement (

nued)

es and other ac

ion of advance

analysis of gros

ount of new im

off during the ye

use in Hong Kon

commercial and
y investment 
okers 
ale and retail tra
cturing 
ort and transpor
tion technology 

or purchase of o
ential properties
ard advances 

s for use in Hong

nce 

use outside Hon

ances to custom

 

ments (co

continued)

ccounts (conti

es to customer

ss advances to c

pairment allowa

ear are shown be

ng 

d financial 

ade 

t equipment

other 

g Kong 

ng Kong 

mers 
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ntinued)

 

nued) 

rs (continued)

customers (con

ances charged 

elow: 

2
New

impairment
allowances

HK$’000

2,484
-

13,970
7,173

11,881
270

3,283

2
32

18,262

57,357

55,594

899,775

1,012,726

              

ntinued) 

to the income 

T
2014

w
t
s

Classified
impaired lo

written
0 HK$’

4 3,
-
0 5,
3 3,

 
0 
3

2 
2 
2 17,

7 29,

4 4,

5 344,

6 378,

statement, and

he Group 

d or
ans

n off
impa
allow

000 H

237 
-

433
244 

-
-

470 

- 
-

193 

577 

339

936 3

852 4

d classified or im

2013 
New 

airment 
wances  

C
impa

HK$’000  

1,954  
36  

11,310  
7,211  

210  
70  

8,679  
  
  

-  
-  

9,467  
  

38,937  
  

11,337  
  

383,201  
  

433,475  

  

mpaired loans 

lassified or
aired loans

written off
HK$’000

738
-

7,449
2,841

-
-

2,152

-
-

6,747

19,927

2,556

137,691

160,174
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dit Risk (contin

Gross advance

(f) Concentrat

     (i) Sectoral 

 
 

 
 
 

 
Loans for u
 
Industrial, c

- Property
- Stockbro
- Wholesa
- Manufac
- Transpo
- Informat
- Others 

 
Individuals 

- Others 
 
Total loans
 
Trade finan
 
Loans for u
 
Gross adva

 

 

cial statem

anagement (

nued)

es and other ac

ion of advance

analysis of gros

use in Hong Kon

commercial and
y investment 
okers 
ale and retail tra
cturing 
ort and transpor
tion technology 

s for use in Hong

nce 

use outside Hon

ances to custom

 

ments (co

continued)

ccounts (conti

es to customer

ss advances to c

ng 

d financial 

ade 

t equipment

g Kong 

ng Kong 

mers 
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ntinued)

 

nued) 

rs (continued)

customers (con

2
New

impairment
allowances

HK$’000

2,484
-

13,970
7,173

229
270

3,283

18,262

45,671

41,922

93

87,686

              

ntinued) 

T
2014

w
t
s

Classified
impaired lo

written
0 HK$’

4 3,
-
0 5,
3 3,
9
0 
3 

2 17,

29,

2 4,

3 3,

6 36,

The Bank 

d or
ans

n off
impa
allow

000 H

237 
-

433
244 

-
-

470 

193 

577 

339 

000 

916 

2013 
New 

airment 
wances  

C
impa

HK$’000  

1,954  
36  

11,310  
7,211  

77  
70  

8,679  
  
  

9,467  
  

38,804  
  

5,688  
  

10,243  
  

54,735  

  

lassified or
aired loans

written off
HK$’000

738
-

7,449
2,841

-
-

2,152

6,747

19,927

2,556

-

22,483
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cial risk ma

dit Risk (contin

Gross advance

(f) Concentrat

    (ii) Geograph

The follo

taking in

different

           Gross a

 
 
 
 
Hong K
Mainlan
Others  

 
 
 

 
 
 
 
 
Hong K
Mainlan
Others  
 
 
 

Collect

 
 
 
 
 
Hong K
Mainlan
Others 

 
 
 

 
 
 
 
 
Hong K
Mainlan
Others 

 
 
 

cial statem

anagement (

nued)

es and other ac

ion of advance

hical analysis of

owing geograph

nto account the 

t from the custom

advances to cu

Kong 
nd of China 

Kong 
nd of China 

tively assessed

Kong 
nd of China 

Kong 
nd of China 

 

ments (co

continued)

ccounts (conti

es to customer

f gross advance

ical analysis of 

transfer of risk

mer, the risk wil

ustomers 

d impairment a
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ntinued)

 

nued) 

rs (continued)

es to customers

advances to cu

k. For an advan

ll be transferred

allowances in r

              

s 

ustomers is base

ce to customer 

d to the country 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

espect of the g

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ed on the locati

guaranteed by

of the guaranto

T
2

HK$’

73,959,
69,650,

5,892,

149,502,

2
HK$’

70,872,
23,987,
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134,000 

91,755,578 
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-
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-

-
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1,910  81,9

 

2,940  4,993,2

 

8,409  1,150,2
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Off-balance sh
position* 

 

Contingent liab
commitments

 

the Finan

cial risk ma

rket Risk (cont

Currency risk (

ances with banks a
al institutions 

th banks and othe
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4 6,151,826

- -

8 850,686

8 -

- -
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-
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-

-
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e Group would 

impact on net 

prepayment of 



 

Notes to 

2. Finan

2.2 Mar

(C) I

T

U

o

fo

 

 

 

 

 

H

 

U

 

R

 

 

 

T

2

b

th

R

T

c

o

p

fr

G

the Finan

cial risk ma

rket Risk (cont

Interest rate ris
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USD and RMB m

on net interest i
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HK Dollar  

US Dollar  

Renminbi 

The overall posi

2013 and is ma

because of the e

he yield curve 

Renminbi availa

The sensitivities

change in the co

of actions that w

positions being 

rom contractua

Group’s overall 

cial statem

anagement (

inued) 

sk (continued) 

rincipally expose

market interest 

income over the

Im

H

2

(3

(1

itive impact on 

ainly because o

expected reduct

(simulated scen

able-for-sale por

s above are for 

orrelation betwe

would be taken

assumed to ru

l repricing date

interest rate risk

 

ments (co

continued)

ed to HKD, USD

rates had been

e next twelve m

pact on net int

twelve mo

The Group

2014 2

K$’000 HK$’

256,299 232,

 

32,688) (30,0

 

13,535) (12,0

 

Group’s net int

of the widened

tion in valuation

nario). The red

rtfolio is increase

illustration only

een interest rate

 to mitigate the

n to maturity, b

e or products w
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D and RMB in t
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nths at 31 Dec
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000 HK$’00
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nt higher with ot
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of the above cur
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I
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the Finan

cial risk ma

rket Risk (cont

Interest rate ris

The tables belo

December. Inclu

contractual repri

Assets 

Cash and balance
and other financ

Placements with b
other financial in
maturing betwee
twelve months 

Financial assets at
through profit or 

Derivative financia

Advances and othe

nvestment in secu

- Available-for-sa

- Held-to-maturity

- Loans and rece

nvestment proper

Properties, plant a

Other assets (inclu
tax assets) 

Total assets 

Liabilities 

Deposits and bala
banks and other 
institutions 

Financial liabilities 
through profit or 

Derivative financia

Deposits from cust

Other accounts an
(including curren
tax liabilities) 

Total liabilities 

nterest sensitivity 

cial statem

anagement (

inued) 

sk (continued)

ow summarise 

uded in the ta

icing or maturity

s with banks 
ial institutions 

banks and 
stitutions 

en one and 

t fair value 
loss  

al instruments  

er accounts 1

urities 

ale securities 

y securities 

eivables 

rties 

and equipment 

uding deferred 

1

nces from 
financial 

at fair value 
loss 

al instruments 

tomers 1

nd provisions 
nt and deferred 

1

gap 

 

ments (co

continued)

the Group’s an

bles are the a

y dates. 

Up to 1

month

HK$’000 H

54,183,243 

- 9,

470,000 2,

-

08,282,638 31,

2,375,913 10,

-

-

-

-

2,208

65,314,002 54,

18,391,118 9,

1,978,491 

-

22,791,320 36,

5,111,293 2,

48,272,222 48,

17,041,780 5,
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ntinued)

nd the Bank’s 

assets and liab

1 to 3

months

3

mo

HK$’000 HK$

-

,477,006 8,703

,671,893 2,757

-

,356,774 20,553

,487,111 12,504

-

620,262 1,454

-

-

-

,613,046 45,973

,332,830 8,050

873,945 2,118

-

,089,981 32,061

,685,535 4,055

,982,291 46,286

,630,755 (313

              

on-balance she

bilities at carryi

The Grou

2014

to 12

onths

1 to

yea

$’000 HK$’00

-

3,756 

7,401 255,9

-

3,491 3,451,44

4,107 16,466,48

- 1,998,7

4,332 

-

-

-

3,087 22,172,59

0,874 

8,257 

-

1,913 9,455,28

5,058 194,04

6,102 9,649,33

3,015) 12,523,26

eet exposure to

ng amounts, c

up 

o 5

ars

Over 

5 years 

00 HK$’000 

 

 

- - 

- - 

19 - 

- - 

40 259,356 

 

80 565,963 

56 619,634 

- - 

- - 

- - 

- - 

 

95 1,444,953 

 

 

- - 

- - 

- - 

87 - 

43 736 

 

30 736 

 

65 1,444,217 

 

o interest rate 

categorised by 

Non- 

interest 

bearing 

HK$’000 

 

 

4,099,557 

- 

- 

439,072 

- 

 

75,766 

- 

- 

1,280,271 

7,328,497 

1,163,407 

 

14,386,570 

 

 

1,960,789 

- 

278,506 

9,235,434 

4,343,999 

 

15,818,728 

 

(1,432,158) 

 

risk as at 31 

the earlier of 

Total

HK$’000

58,282,800 

18,180,762 

6,155,213 

439,072 

163,903,699 

42,475,340 

2,618,390 

2,074,594 

1,280,271 

7,328,497 

1,165,615

303,904,253

37,735,611 

4,970,693 

278,506 

209,633,935 

16,390,664

269,009,409

34,894,844 
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the Finan

cial risk ma

rket Risk (cont

Interest rate ris

Assets 

Cash and balance
and other financ

Placements with b
other financial in
maturing betwee
twelve months 

Financial assets at
through profit or 

Derivative financia

Advances and othe

nvestment in secu

- Available-for-sa

- Held-to-maturity

- Loans and rece

nvestment proper

Properties, plant a

Other assets (inclu
tax assets) 

Total assets 

Liabilities 

Deposits and bala
banks and other 
institutions 

Financial liabilities 
through profit or 

Derivative financia

Deposits from cust

Other accounts an
(including curren
tax liabilities) 

Total liabilities 

nterest sensitivity 

cial statem

anagement (

inued) 

sk (continued)

s with banks 
ial institutions 

banks and 
stitutions 

en one and 

t fair value 
loss  

al instruments  

er accounts 

urities 

ale securities 

y securities 

eivables 

rties 

and equipment 

uding deferred 

1

nces from 
financial 

at fair value 
loss 

al instruments 

tomers 1

nd provisions 
nt and deferred 

1

gap 

 

ments (co

continued)

Up to 1

month

HK$’000 H

43,239,550 

- 10,

296,487

-

95,905,202 24,

4,121,084 7,

298 

105,185 

-

-

770 

43,668,576 43,

15,176,539 3,

701,490 1,

-

11,858,553 29,

2,966,037 2,

30,702,619 37,

12,965,957 6,
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ntinued)

1 to 3

months

3

mo

HK$’000 HK$

-

,324,490 11,019

704,859 2,90

-

,502,236 29,683

,615,224 10,198

- 585

661,988 916

-

-

-

,808,797 55,305

,306,414 8,778

,727,292 2,004

-

,530,001 38,410

,588,722 4,105

,152,429 53,299

,656,368 2,005

              

The Grou

2013

to 12

onths

1 to

yea

$’000 HK$’00

-

9,510

1,993 261,35

-

3,287 5,037,15

8,263 16,543,09

5,144 

6,891 

-

-

-

5,088 21,841,60

8,777 

4,954

-

0,496 9,873,05

5,753 397,2

9,980 10,270,26

5,108 11,571,33

up 

o 5

ars

Over 

5 years 

00 HK$’000 

 

 

- - 

- - 

54 - 

- - 

56 183,445 

 

97 1,461,004 

- - 

- - 

- - 

- - 

- - 

 

07 1,644,449 

 

 

- - 

- - 

- - 

53 39,057 

16 - 

 

69 39,057 

 

38 1,605,392 

 

Non- 

interest 

bearing 

HK$’000 

 

 

1,499,769 

- 

- 

508,453 

5,425 

 

63,965 

- 

- 

1,174,938 

6,969,237 

3,893,656 

 

14,115,443 

 

 

1,584,299 

- 

343,156 

8,449,257 

6,242,905 

 

16,619,617 

 

(2,504,174) 

 

Total

HK$’000

44,739,319 

21,344,000 

4,164,693 

508,453 

155,316,751 

40,002,637

585,442 

1,684,064 

1,174,938 

6,969,237 

3,894,426

280,383,960

28,846,029

4,433,736 

343,156

198,160,417 

16,300,633

248,083,971

32,299,989
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the Finan

cial risk ma

rket Risk (cont

Interest rate ris

Assets 

Cash and balance
and other financ

Placements with b
other financial in
maturing betwee
twelve months 

Financial assets at
through profit or 

Derivative financia

Advances and othe

nvestment in secu

- Available-for-sa

- Held-to-maturity

- Loans and rece

nvestment in subs

nvestment proper

Properties, plant a

Other assets 

Total assets 

Liabilities 

Deposits and bala
and other financ

Financial liabilities 
through profit or 

Derivative financia

Deposits from cust

Other accounts an
(including curren
tax liabilities) 

Total liabilities 

nterest sensitivity 

cial statem

anagement (

inued) 

sk (continued) 

s with banks 
ial institutions 

banks and 
stitutions 

en one and 

t fair value 
loss  

al instruments  

er accounts 

urities 

ale securities 

y securities 

eivables 

sidiaries 

rties 

and equipment 

1

nces of banks 
ial institutions 

at fair value 
loss 

al instruments 

tomers 

nd provisions 
nt and deferred 

1

gap 

 

ments (co

continued)

Up to 1

 month

HK$’000 H

26,479,443 

-

470,000 2,

-

81,223,872 17,

2,375,913 10,

-

-

-

-

-

-

10,549,228 31,

6,243,974 1,

1,978,491 

-

96,034,199 27,

450,549 

04,707,213 29,

5,842,015 2,
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ntinued)

1 to 3

months

3

 mo

HK$’000 HK$

-

145,422 

,671,893 2,757

-

,897,620 4,938

,345,533 10,974

-

620,262 1,454

-

-

-

-

,680,730 20,124

,044,267 1,026

873,945 2,118

-

,388,448 12,186

-

,306,660 15,331

,374,070 4,793

              

The Ban

2014

to 12

onths

1 to

 yea

$’000 HK$’00

-

-

7,401 255,9

-

8,514 2,292,60

4,586 11,072,63

- 243,4

4,332 

-

-

-

-

4,833 13,864,6

6,373 

8,257 

-

6,968 1,019,82

-

1,598 1,019,82

3,235 12,844,78

k 

o 5

ars

Over 

5 years 

00 HK$’000 

 

 

- - 

- - 

19 - 

- - 

05 12,947 

 

39 - 

50 - 

- - 

- - 

- - 

- - 

- - 

 

13 12,947 

 

 

- - 

- - 

- - 

29 - 

- - 

 

29 - 

 

84 12,947 

 

Non- 

interest 

 bearing 

HK$’000 

 

 

3,912,098 

- 

- 

402,764 

- 

 

75,766 

- 

- 

8,171,067 

1,258,121 

6,579,145 

782,548 

 

21,181,509 

 

 

2,054,755 

- 

167,394 

9,241,183 

3,135,034 

 

14,598,366 

 

6,583,143 

 

Total

HK$’000

30,391,541 

145,422 

6,155,213 

402,764 

106,365,558 

34,844,437

243,450 

2,074,594 

8,171,067

1,258,121 

6,579,145 

782,548 

197,413,860

10,369,369 

4,970,693 

167,394 

145,870,627 

3,585,583 

164,963,666 

32,450,194
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cial risk ma

rket Risk (cont

Interest rate ris

Assets 

Cash and balance
and other financ

Placements with b
other financial in
maturing betwee
twelve months 

Financial assets at
through profit or 

Derivative financia

Advances and othe

nvestment in secu

- Available-for-sa

- Held-to-maturity

- Loans and rece

nvestment in subs

nvestment proper

Properties, plant a

Other assets 

Total assets 

Liabilities 

Deposits and bala
and other financ

Financial liabilities 
through profit or 

Derivative financia

Deposits from cust

Other accounts an
(including curren
tax liabilities) 

Total liabilities 

nterest sensitivity 

cial statem

anagement (

inued) 

sk (continued) 

s with banks 
ial institutions 

banks and 
stitutions 

en one and 

t fair value 
loss  

al instruments  

er accounts 

urities 

ale securities 

y securities 

eivables 

sidiaries 

rties 

and equipment 

nces of banks 
ial institutions 

at fair value 
loss 

al instruments 

tomers 

nd provisions 
nt and deferred 

gap 

 

ments (co

continued)

Up to 1

 month

HK$’000 H

17,632,879

- 1,

296,487

-

75,387,024 13,

4,121,084 7,

298

105,185

-

-

-

-

97,542,957 24,

4,198,955

701,490 1,

-

86,849,459 18,

438,109

92,188,013 20,

5,354,944 3,
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ntinued)

1 to 3

 months

3

 mo

HK$’000 HK$

-

,527,931 330

704,859 2,90

-

,990,291 7,150

,562,793 9,824

-

661,988 916

-

-

-

-

,447,862 21,124

561,061 1,096

,727,292 2,004

-

,627,211 16,800

-

,915,564 19,90

,532,298 1,222

              

The Ban

2013

to 12

onths

1 to

 yea

$’000 HK$’00

-

0,331

1,993 261,35

-

0,346 1,834,23

4,754 11,684,0

-

6,891

-

-

-

-

4,315 13,779,60

6,468

4,954

-

0,148 993,90

-

1,570 993,90

2,745 12,785,70

k 

o 5

ars

Over 

5 years 

00 HK$’000 

 

 

- - 

- - 

54 - 

- - 

37 6,284 

 

16 1,461,004 

- - 

- - 

- - 

- - 

- - 

- - 

 

07 1,467,288 

 

 

- - 

- - 

- - 

00 - 

- - 

 

00 - 

 

07 1,467,288 

 

Non- 

interest 

 bearing 

HK$’000 

 

 

1,207,455 

- 

- 

410,434 

5,435 

 

63,965 

- 

- 

8,171,067 

1,126,510 

6,191,967 

3,532,439 

 

20,709,272 

 

 

1,631,807 

- 

248,314 

8,453,868 

4,804,060 

 

15,138,049 

 

5,571,223 

 

Total

HK$’000

18,840,334

1,858,262

4,164,693

410,434

98,373,617

34,717,616

298

1,684,064

8,171,067

1,126,510

6,191,967

3,532,439

179,071,301

7,488,291

4,433,736

248,314

131,724,586

5,242,169

149,137,096

29,934,205
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meet liquidity nee

in extreme sce
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vides adequate 

ve external claim

d excessive con

n problem occ
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ng from other ri
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mmittee exercise
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Group’s liquidity

orm liquidity ma
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anagement (

risk that banks 
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continued)
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requesting HKM

ment objective is
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source of funds
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es and the resu
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ort of normal bu
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the decision-m
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ntinued)
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s. 
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sufficient liquid
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13.53%

15.80%

31 December 

2013

K$’000

44,517

79,091

60,460

84,068

-

2,418)

(677)

2,662)

4,980)
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-
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-  4

28   

  

Level 3  

HK$’000  
  

  
  

-  3

  
-  
-  
  

-  32
136,848  7

63,965  

  
  

 
-  4
-  

  

Total

HK$’000

5,899,294 

255,919 
439,072 

4,501,889 
7,897,685 

75,766 

4,970,693
278,506 

Total

HK$’000

3,666,036

498,657
508,453

2,261,787
7,676,885

63,965

4,433,736
343,156



 

Notes to 

3. Fair v

3.1 Fina

(A) 

 

the Finan

alues of ass

ancial instrume

Fair value hier

 

 

 

 
Financial a
Financial a

profit or l
- Trading

- Debt 
- Financ

throug
- Debt 

Derivative f
Available-fo

- Debt se
- Certific
- Equity 

 
Financial l
Financial lia

profit or l
- Trading

Derivative f

 

 

 

 

 
Financial a
Financial a

profit or l
- Trading

- Debt 
- Financ

throug
- Debt 

Derivative f
Available-fo

- Debt se
- Certific
- Equity 

 
Financial l
Financial lia

profit or l
- Trading

Derivative f

 

There were no

Nil). 

cial statem

sets and liab

ents measured

rarchy (continu

assets 
ssets at fair val
oss 
g securities 
securities 

cial assets desig
gh profit or loss 
securities 
financial instrum
or-sale securitie
ecurities 

cates of deposit 
securities 

iabilities 
abilities at fair v
oss 
g liabilities 
financial instrum

assets 
ssets at fair val
oss 
g securities 
securities 

cial assets desig
gh profit or loss 
securities 
financial instrum
or-sale securitie
ecurities 

cates of deposit 
securities 

iabilities 
abilities at fair v
oss  
g liabilities 
financial instrum

o financial asse

 

ments (co

bilities (con

d at fair value (c

ued) 

ue through 

gnated at fair va

ments  
es  

value through 

ments  

ue through 

gnated at fair va

ments 
es 

value through 

ments 

t and liability tra

                     

100  

ntinued)

tinued) 

continued) 

H

alue 

H

alue 

ansfers betwee

              

Level 1

HK$’000 H

- 5,8

- 2
351,637 

- 26,8
- 7,8
- 

- 4,9
97,061 

Level 1

HK$’000 H

- 3,6

- 4
345,027

- 26,9
- 5,5
-

- 4,4
94,553

en level 1 and le

The Bank 

2014 

Level 2

HK$’000 H

899,294 

255,919 
51,127 

870,986 
897,685 

- 

970,693 
70,333 

The Bank 

2013 

Level 2

HK$’000 H

666,036

498,657
65,407

976,766
540,037 2,1

-

433,736
153,761

evel 2 for the G

Level 3  

HK$’000  
  

  
  

-   5

  
-   
-   
  

-   26
-   7

75,766   

  
  

 
-   4
-   

  

Level 3  

HK$’000  
  

  
  

-  3

  
-  
-  
  

-  26
136,848  7

63,965  

  
  

 
-  4
-  

  

Group during the

Total

HK$’000

5,899,294 

255,919 
402,764 

6,870,986 
7,897,685 

75,766 

4,970,693 
167,394 

Total

HK$’000

3,666,036

498,657
410,434

6,976,766
7,676,885

63,965

4,433,736
248,314

e year (2013: 



 

Notes to 

3. Fair v

3.1 Fina

(B) 

 

 

 

 

the Finan

alues of ass

ancial instrume

 Reconciliation

 
 

 

 
At 1 Janua
Gains  
    - Income
    - Other c
Sales 
Transfers o
 
At 31 Dece

 
Total unrea

statemen
2014 

 

 
 

 

 
At 1 Janua
Gains  
    - Other c
Sales 
Transfers o
 
At 31 Dece

 
Total unrea

statemen
2014 

 

  

cial statem

sets and liab

ents measured

n of level 3 item

ary 2014 

e statement 
comprehensive 

out of level 3 

ember 2014 

alised gain for th
nt for financial a

ary 2014 

comprehensive 

out of level 3 

ember 2014 

alised gain for th
nt for financial a

 

ments (co

bilities (con

d at fair value (c

ms  

income 

he year included
ssets held as at

income 

he year included
ssets held as at

                     

101  

ntinued)

tinued) 

continued) 

d in income 
t 31 December 

d in income 
t 31 December 

              

Deriva
finan

instrum
(

HK$

Deriva
finan

instrum
(

HK$

The G
20

ative 
ncial 
ents 
(net)

Availa
Cert
 of d

$’000 H

- 2,1

4
-
- (2,0
- (

4

4

The B
20

ative 
ncial 
ents 
(net)

Availa
Cert
 of d

$’000 H

- 2,1

-
- (2,0
- (

-

-

Group  
14 

Financial ass
able-for-sale s
tificates 
deposit   

HK$’000  
  

136,848  
  

-  
660   

057,390)  
(80,118)  

-  

  

-  

  

Bank  
14 

Financial ass
able-for-sale s
tificates 
deposit   

HK$’000  
  

136,848  
  

660   
057,390)  
(80,118)  

-  

  

-  

  

sets 
ecurities

Equity
securities

HK$’000

63,965

-
11,801 

- 
-

75,766 

-

sets 
ecurities

Equity
securities

HK$’000

63,965

11,801 
- 
-

75,766 

-



 

Notes to 

3. Fair v

3.1 Fina

(B) 

 

the Finan

alues of ass

ancial instrume

 Reconciliation

 
 

 

 
At 1 Janua
Gains  
    - Other c
Purchases
Transfers i
 
At 31 Dece

 
Total unrea

statemen
2013 

 

As at 31 Dece

deposit and u

 

Certificates of

observability. 

which may be

have been cla

Group’s expos

 

The fair value

listed compan

comparables 

comparables 

by 5%, the 

HK$3,198,000

 

 

cial statem

sets and liab

ents measured

n of level 3 item

ary 2013 

comprehensive 
s 
nto level 3 

ember 2013 

alised gain for th
nt for financial a

ember 2014 and

nlisted equity sh

f deposit were tr

For certain illiq

e based on uno

assified by the 

sure to such fina

es of unlisted av

nies, such as a

are not availa

or net asset va

Group’s other 

0). 

 

ments (co

bilities (con

d at fair value (c

ms (continued)

income 

he year included
ssets held as at

d 2013, financia

hares. 

ransferred into a

quid certificates

observable inpu

Group as level

ancial instrumen

vailable-for-sale

average of the 

ble. The fair v

lues. Had the n

comprehensive

                     

102  

ntinued)

tinued) 

continued) 

) 

d in income 
t 31 December 

al instruments ca

and out of level

s of deposit, the

uts with significa

 3. The Group 

nts. 

e equity shares 

 price/earning 

value is positiv

net asset value 

e income wou

              

Deriva
fina

instrum

HK$

ategorised as le

 3 in the year o

e Group obtain

ant impact on t

has establishe

are determined

ratios of comp

vely correlated 

of the underlyin

uld have increa

The Group a
20

ative 
ncial 

ments 
(net)

Avail
Cer
 of 

$’000 H

-

-
- 1,9
- 1

2,1-

-

evel 3 are mainly

f 2014 and 2013

s valuation quo

the valuation. T

d internal contr

d with reference

parables or net 

to the price/ea

ng equity invest

ased/decreased

and the Bank  
13 

Financial ass
lable-for-sale se
rtificates 
f deposit  
HK$’000  

  
-  
  

-  
976,386  
160,462  

136,848  

  

-  

  

y comprised of 

3 due to change

otations from c

Therefore, these

rol procedures t

e to multiples o

asset value, i

arning ratios o

tments increase

d by HK$3,788

ets 
ecurities 

Equity
 securities

HK$’000

56,146

7,819
-
-

63,965

-

certificates of 

e of valuation 

counterparties 

e instruments 

to control the 

of comparable 

f appropriate 

f appropriate 

ed/decreased 

8,000 (2013: 



 

Notes to 

3. Fair v

3.2 Fina

Fair

vari

clas

Bala

Sub

val

Adv

Sub

the

He

Th

cer

Lo

The

No

De

Su

ap

the Finan

alues of ass

ancial instrume

r value estimat

ous financial in

ss of financial in

 

ances with/from

bstantially all th

ue approximate

 

vances to custo

bstantially all th

ir carrying value

 

eld-to-maturity s

e fair value of 

rtificates of dep

 

ans and receiva

e fair value of lo

ote 3.1. 

 

eposits from cus

ubstantially all th

pproximates fair

cial statem

sets and liab

ents not measu

tes are made a

nstruments. The

strument as far 

m banks and oth

he financial ass

es fair value. 

omers  

he advances to 

e approximates 

ecurities 

f held-to-maturit

osit and asset b

ables 

oans and receiv

stomers 

he deposits from

r value. 

 

ments (co

bilities (con

ured at fair valu

at a specific po

e following meth

as practicable.

er financial insti

ets and liabilitie

customers are 

fair value. 

ty securities is 

backed securitie

vable is determ

m customers m

                     

103  

ntinued)

tinued) 

ue  

oint in time bas

hods and assum

 

titutions and trad

es mature withi

on floating rate

determined by

es measured at 

mined by using t

mature within one

              

sed on relevant

mptions have b

de bills 

n one year from

 terms, bear int

y using the sam

fair value as de

he same appro

e year from the

t market inform

een used to es

m the balance s

terest at prevail

me approach a

escribed in Note

ach as those de

balance sheet 

mation and info

stimate the fair 

sheet date and

ling market inte

as those debt s

e 3.1.   

ebt securities a

date and their 

rmation about 

value of each 

 their carrying 

erest rates and 

securities and 

s described in 

carrying value 



 

Notes to 

3. Fair v

3.2 Fina

The 

for th

 

 

 
 

 
 

 

the Finan

alues of ass

ancial instrume

following tables

he above with th

 
 

 
Financial asse
Held-to-maturit

- Debt securi
Loans and rece

 
 

 
Financial asse
Held-to-maturit

- Debt securi
Loans and rece

cial statem

sets and liab

ents not measu

s set out the car

heir carrying va

 

ets 
ty securities  
ities 
eivables 

 

ets 
ty securities  
ities 
eivables  

 

ments (co

bilities (con

ured at fair valu

rrying values an

lues being appr

                     

104  

ntinued)

tinued) 

ue (continued)

nd fair values of

roximation of fa

Carrying v
HK$

2,618
2,074

Carrying v
HK$

243
2,074

              

 

f the financial in

ir values. 

2014 
value Fa
$’000 H

8,390 2,6
4,594 2,0

2014 
value Fa
$’000 H

3,450 2
4,594 2,0

struments not m

The Group 

ir value Carr
HK$’000

668,585
072,809

The Bank 

ir value Car
HK$’000

246,232
072,809

measured at fair

2013 
rrying value  

HK$’000  
  
  

585,442  
1,684,064  

  

2013 
rrying value  

HK$’000  
  
  

298  
1,684,064  

  

r value, except 

Fair value
HK$’000

583,975
1,679,326

Fair value
HK$’000

295
1,679,326



 

Notes to 

3. Fair v

3.2 Fina

The

 

 

 

 
 

the Finan

alues of ass

ancial instrume

e following table

 

 

 

 

Financial a
Held-to-ma

- Debt se

Loans and 

 

 

 

 

 

Financial a
Held-to-ma

- Debt se

Loans and 

 

 

 

 

 

Financial a
Held-to-ma

- Debt se

Loans and 

 

 

 

 

 

Financial a

Held-to-ma

- Debt se

Loans and 

 

cial statem

sets and liab

ents not measu

es show the fair 

assets 
aturity securities

ecurities 

receivables 

assets 
aturity securities

ecurities 

receivables 

assets 
aturity securities

ecurities 

receivables 

assets 

aturity securities

ecurities 

receivables 

 

ments (co

bilities (con

ured at fair valu

value hierarchy

s 

s 

s 

s 

                     

105  

ntinued)

tinued) 

ue (continued)

y for financial ins

              

 

struments with f

Level 1

HK$’000

-

-

Level 1

HK$’000

-

-

Level 1

HK$’000

-

-

Level 1

HK$’000

-

-

fair values disclo

The G

201

Level 2  

HK$’000  
  
  

2,668,585   

2,072,809   

  

The G

201

Level 2  

HK$’000  
  
  

583,680  

1,679,326  

  

The B

201

Level 2  

HK$’000  
  

  

246,232  

2,072,809  

  

The B

201

Level 2  

HK$’000  
  
  

-  

1,679,326  

  

osed. 

Group 

14 

Level 3  

HK$’000  
  
  

-   

-   

  

Group 

13 

Level 3  

HK$’000  
  
  

295  

-  

  

Bank 

14 

Level 3  

HK$’000  
  
  

-  

-  

  

Bank 

13 

Level 3  

HK$’000  
  
  

295  

-  

  

Total

HK$’000

2,668,585

2,072,809

Total

HK$’000

583,975

1,679,326

Total

HK$’000

246,232

2,072,809

Total

HK$’000

295

1,679,326



 

Notes to 

3. Fair v

3.3 Non

The

inst

 

Inv

The

and

Sav

Inst

Ma

whe

dur

 

Val

The

rec

cap

sub

 

The

act

eith

 

Info

The

app

pro

 

 

 

 

the Finan

alues of ass

n-financial inst

e Group uses v

truments. 

vestment proper

e Group’s prope

d premises were

vills Valuation a

titute of Survey

nagement had 

en the valuation

ring the year. 

uation methods

e fair value of pr

cent sales price

pitalisation rate,

bject properties.

e Group’s prope

ive and transpa

her directly or in

ormation about 

e fair value of 

proach or the in

operties compare

cial statem

sets and liab

ruments meas

aluation techniq

rties and premis

erties can be d

e revalued as at

and Professiona

yors with recen

discussions wi

n is performed a

s and inputs use

roperties classif

e of comparab

, with appropria

. These adjustm

erties are locate

arent. Sales pric

ndirectly in these

Level 3 fair valu

all of the Grou

come capitalisa

ed to the compa

 

ments (co

bilities (con

ured at fair val

ques or quoted 

ses 

ivided into inve

t year end. The 

al Services Limi

nt experience in

th the surveyor

at each interim a

ed in Level 2 fair

fied as Level 2 i

le properties o

ate adjustments

ments are consid

ed in Hong Kon

ce, market rent 

e markets. 

ue measuremen

up’s properties 

ation approach, 

arable propertie

                     

106  

ntinued)

tinued) 

lue 

market prices i

estment propert

valuations were

ited, who have 

n the locations

rs on the valua

and annual repo

r value measure

is determined u

or the income 

s to reflect the

dered as insigni

ng and major cit

and capitalisat

nts 

classified as L

adjusted for a p

es.  

              

n active market

ies and premis

e carried out by

among their st

s and categorie

ation methods, v

orting date. The

ements 

sing either the m

capitalisation a

e differences be

ficant to the ent

ties in the PRC

tion rate of com

Level 3 is deter

premium or a dis

t to determine th

es. All of the G

y an independen

aff Fellow and 

es of properties

valuation assum

re has been no 

market comparis

approach by re

etween the com

tire measureme

where the prop

mparable propert

rmined using e

scount specific 

he fair value of 

Group’s investm

nt firm of charte

Members of Th

s being valued.

mptions and va

 change in valu

son approach b

eference to ma

mparable prope

ent. 

perty markets a

rties are genera

either the marke

to the features 

non-financial 

ment properties 

red surveyors, 

he Hong Kong 

. The Group’s 

luation results 

ation methods 

by reference to 

arket rent and 

erties and the 

are considered 

ally observable 

et comparison 

of the Group’s 



 

Notes to 

3. Fair v

3.3 Non

Inv

The

clas

 

Oth
pro

 

Pre

ma

diffe

 

Pre

The

cer

the Finan

alues of ass

n-financial inst

vestment proper

e valuation met

ssified as Level

 

her 
operties a

emium/(discount

rket movement

erences in featu

cious metals 

e fair values of 

rtain adjustment

cial statem

sets and liab

ruments meas

rties and premis

thods and signif

 3 are as follow

Valuation met

Market compar
approach or inco

capitalisa
appro

t) on features o

t, location, acc

ures with compa

precious metals

ts. 

 

ments (co

bilities (con

ured at fair val

ses (continued)

ficant unobserv

s:  

thod Signifi

ison 
ome 
ation 
oach 

Prem
featu

compa

of the property 

cessibility, build

arable propertie

s are determine

                     

107  

ntinued)

tinued) 

lue (continued

vable inputs use

icant unobserva
inp

mium/(discount)
ures of the prope
ared to compara

proper

are determined

ding age/conditi

es. 

ed by obtaining 

              

) 

ed in the fair va

able 
puts

W

) on 
erty 
able 
rties

(2013

d after taken int

ion, floor level,

quoted market 

alue measureme

Weighted 
average

-12%
3: -8.4%)

to account vario

, size, layout, 

prices in active

ent of the Grou

of 
input

The higher the 
higher 

The higher the
lower 

ous factors, suc

etc., with refer

e market or mar

up’s properties 

Relationship
unobservable
ts to fair value

premium, the 
the fair value.

 discount, the 
the fair value.

ch as time for 

rence to their 

rket quote with 



 

Notes to 

3. Fair v

3.3 Non

(A) 

 

 

 

 

the Finan

alues of ass

n-financial inst

Fair value hier

 

 

 

 

Non-financial
Investment pro

Properties, pla

- Premises 

Other assets  

- Precious m

 

 

 

 

 

Non-financial
Investment pro

Properties, pla

- Premises 

 

 

 

 

 

Non-financial
Investment pro

Properties, pla

- Premises 

 

 

 

 

 

Non-financial

Investment pro

Properties, pla

- Premises 

 

 

There were no

cial statem

sets and liab

ruments meas

rarchy 

l assets 
operties  

ant and equipme

metals 

l assets 
operties 

ant and equipme

l assets 
operties 

ant and equipme

l assets 

operties  

ant and equipme

o non-financial a

 

ments (co

bilities (con

ured at fair val

ent  

ent  

ent  

ent  

asset transfers b

                     

108  

ntinued)

tinued) 

lue (continued

H

H

between level 1

              

) 

Level 1

HK$’000 H

-

- 2

-

Level 1

HK$’000 H

-

- 1,9

Level 1

HK$’000 H

-

- 1

Level 1

HK$’000 H

-

- 1,8

and level 2 for 

The Group 

2014

Level 2 L

HK$’000 H

- 1,2

213,970 6,8

11,691

The Group 

2013

Level 2

HK$’000 H

27,000 1,1

931,868 4,6

The Bank 

2014

Level 2 L

HK$’000 H

- 1,2

180,461 6,3

The Bank 

2013

Level 2

HK$’000 H

27,000 1,0

889,585 4,2

the Group durin

 

Level 3  

K$’000  H

  

280,271  1,

  

821,340  7,

  

-  

  

Level 3  

HK$’000  H

  

147,938  1,

  

677,510  6,

  

Level 3  

K$’000  H

  

258,121  1,

  

338,666  6,

  

Level 3  

HK$’000  H

  

099,510  1,

  

231,196  6,

  

ng the year (201

Total

HK$’000

280,271

035,310

11,691

Total

HK$’000

174,938

609,378

Total

HK$’000

258,121

519,127

Total

HK$’000

126,510

120,781

13: Nil). 



 

Notes to 

3. Fair v

3.3 Non

(B) 

 

 
 

 

 

 
 

 

the Finan

alues of ass

n-financial inst

Reconciliation

 
At 1 January 20
Gains  
   - Income state

- Net gain
proper

- Net gain
equipm

   - Other comp
- Revalua

Depreciation 
Additions 
Reclassification
Exchange diffe
Transfer into le
 
At 31 Decembe

Total unrealised
for non-financ
- Net gain fro

properties
- Net gain fro

 
At 1 January 20
Gains  
   - Income state

- Net gain
proper

- Net gain
equipm

   - Other comp
- Revalua

Depreciation 
Additions 
Reclassification
Exchange diffe
 
At 31 Decembe

Total unrealised
for non-financ
- Net gain fro

properties
- Net gain fro

cial statem

sets and liab

ruments meas

n of level 3 item

014 

ement 
 from fair value a

rties 
 from revaluation

ment 
rehensive incom
tion of premises 

n 
rence 
vel 3 

er 2014 

d gain for the yea
cial assets held a
m fair value adju
 
m revaluation of 

013 

ement 
 from fair value a

rties 
 from revaluation

ment 
rehensive incom
tion of premises 

n 
rence 

er 2013 

d gain for the yea
cial assets held a
m fair value adju
 
m revaluation of 

 

ments (co

bilities (con

ured at fair val

ms 

adjustments on in

n of properties, p

me 

ar included in inc
as at 31 Decemb
ustments on inve

premises 

adjustments on in

n of properties, p

me 

ar included in inc
as at 31 Decemb
ustments on inve

premises 

                     

109  

ntinued)

tinued) 

lue (continued

nvestment 

plant and 

come statement 
ber 2014 
estment 

nvestment 

plant and 

come statement 
ber 2013 
estment 

              

) 

Investment

 

Investmen

 

The Gro
2014 

Non-financial
 

t properties  
HK$’000  

 
1,147,938  

 
 

126,896
 

-
 

 
-  
-  

821  
(24,085)  

(1,299)  
30,000  

 
1,280,271  

 
 

126,896
 

-  
 

126,896  

The Gro
2013 

Non-financial
 

nt properties  
HK$’000  

 
1,001,279  

 
 

166,363
 

-
 

 
-  
-  
-  

(21,050)  
1,346  

 
1,147,938  

 
 

166,363
 

-  
 

166,363  

oup 

l assets 
Properties, p

eq
P

4

1

6

oup 

l assets 
Properties, 

e

4

4

plant and 
quipment
Premises
HK$’000

4,677,510

-

2,033

336,325
(65,649)

28,906
24,085

(11,969)
1,830,099

6,821,340

-
2,033

2,033

plant and 
equipment
Premises
HK$’000

4,094,219

-

8,085

582,352
(57,416)

16,560
21,050
12,660

4,677,510

-
8,085

8,085



 

Notes to 

3. Fair v

3.3 Non

(B) 

 

 
 

 

 

 

The

the 

diffe

com

feat

the 

out 

the Finan

alues of ass

n-financial inst

Reconciliation

 
At 1 January 20
Gains  
   - Income state

- Net gain
proper

   - Other comp
- Revalua

Depreciation 
Additions 
Reclassification
Transfer into le
 
At 31 Decembe

Total unrealised
for non-financ
- Net gain fro

properties

 
At 1 January 20
Gains  
   - Income state

- Net gain
proper

   - Other comp
- Revalua

Depreciation 
Additions 
Reclassification
 
At 31 Decembe

Total unrealised
for non-financ
- Net gain fro

properties

e transfer of pro

subject and co

erences in featu

mparable proper

tures applied be

significance of 

of level 3. 

cial statem

sets and liab

ruments meas

n of level 3 item

014 

ement 
 from fair value a

rties 
rehensive incom
tion of premises 

n 
vel 3 

er 2014 

d gain for the yea
cial assets held a
m fair value adju
 

013 

ement 
 from fair value a

rties 
rehensive incom
tion of premises 

n 

er 2013 

d gain for the yea
cial assets held a
m fair value adju
 

operties into an

omparable prop

ures between th

rties that come 

etween the subj

adjustments m

 

ments (co

bilities (con

ured at fair val

ms (continued)

adjustments on in

me 

ar included in inc
as at 31 Decemb
ustments on inve

adjustments on in

me 

ar included in inc
as at 31 Decemb
ustments on inve

d out of level 3

perties during th

he subject prope

from recent ma

ject and compa

ade to observa

                     

110  

ntinued)

tinued) 

lue (continued

) 

nvestment 

come statement 
ber 2014 
estment 

nvestment 

come statement 
ber 2013 
estment 

3 is due to chan

he year. Premiu

erties and the c

arket transaction

arable propertie

able market inpu

              

) 

Investment

 

Investmen

 

nge in the prem

um/(discount) o

comparable prop

ns may be differ

s would change

uts may vary an

The Ban
2014 

Non-financial
 

t properties  
HK$’000  

 
1,099,510  

 
 

125,630
 

 
-  
-  

641  
2,340  

30,000  
 

1,258,121  

 
 

125,630
 

 

The Ban
2013 

Non-financial
 

nt properties  
HK$’000  

 
955,670  

 
 

164,890
 

 
-  
-  
-  

(21,050)  
 

1,099,510  

 
 

164,890
 

 

ium/(discount) o

on features is d

perties recently 

rent in each yea

e from year to y

nd lead to the tr

nk 

l assets 
Properties, p

eq
P

4

1

6

nk 

l assets 
Properties, 

e

3

4

on features app

determined with

transacted in th

ar, the premium/

year accordingly

ransfer of prope

plant and 
quipment
Premises
HK$’000

4,231,196

-

308,619
(44,817)

28,708
(2,340)

1,817,300

6,338,666

-

plant and 
equipment
Premises
HK$’000

3,665,303

-

568,212
(39,691)

16,322
21,050

4,231,196

-

plied between 

h reference to 

he market. As 

/(discount) on 

y. As a result, 

erties into and 



 

Notes to 

4.     Hedge

Hedges

As at 31

HK$1,4

 

There w

 

5. Asset

As at 31

were se

Group a

repurch

HK$8,6

securitie

 

6. Contin

The foll

aggrega

capital a

 

 

 

 
 
Direct c
Transac
Trade-re
Commit

witho
Other co

- up 
- ove

 
 

 
Credit ri

 

 

The cre

the statu

 

 

the Finan

e accounting

s of net investm

1 December 20

31,965,000) we

were no gains or

ts pledged a

1 December 20

ecured by asse

amounting to HK

ase arrangeme

77,155,000 (20

es”, “Available-f

ngent liabili

owing is a sum

ate credit risk-w

adequacy ratio. 

credit substitutes
ction-related con
elated and othe
tments that are 
out prior notice 
ommitments wit
to one year 

er one year  

isk-weighted am

edit risk-weighte

us of the counte

cial statem

g 

ments in foreig

014, a proportion

ere designated a

r losses on ineff

as security  

14, liabilities of 

ts deposited wi

K$2,090,606,00

ents. The amo

013: HK$5,454,

for-sale securitie

ties and com

mmary of the co

weighted amoun

s 
ntingencies 

er contingencies
unconditionally 

th an original m

mount 

ed amount is ca

erparty and the 

 

ments (co

gn operations

n of the Group’s

as a hedging ins

fective portion r

 

the Group and 

ith central depo

00 (2013: HK$1

ount of assets 

505,000) and H

es”, “Held-to-ma

mmitments 

ntractual amoun

nt and is prepa

s 
cancellable 

aturity of 

alculated in acc

maturity charac

                     

111  

ntinued)

s RMB-denomi

strument to hed

recognised in th

 the Bank both 

ositories to facil

,268,641,000) w

pledged by t

HK$6,541,300,0

aturity securities

 

nts of each sign

ared with refere

The G

2014

HK$’000

23,145,228
2,571,980

12,698,674

68,666,899

1,158,435
4,673,119

112,914,335

16,759,631

cordance with th

cteristics of each

              

nated deposits 

dge against the n

e income statem

amounting to H

litate settlemen

were secured b

he Group and

000 (2013: HK$

s” and “Trade bi

nificant class of

ence to the Com

Group 

201

HK$’00

15,907,29
5,484,25

11,870,54

71,071,49

567,31
5,245,22

110,146,11

14,703,60

he Banking (Ca

h type of contra

from customers

net investments

ment during the 

HK$6,532,608,0

t operations. In

y debt securitie

 the Bank to 

$4,155,616,000

lls”. 

f contingent liab

mpletion Instruc

13

00 HK$

92 12
50 718
41 2,597

94 25,258

14 1,158
25 4,112

16 33,967

03 2,757

pital) Rules. Th

ct. 

s of HK$1,393,5

s in foreign oper

e year (2013: Nil

000 (2013: HK$4

n addition, the l

es and bills relat

secure these 

0) mainly includ

bility and comm

ctions for the H

The Bank 

2014  

K$’000  
  

1,498  
8,699  
7,679  3

58,247  20
  

58,435  
2,747  4

  
67,305  30

  
57,654  3

  

he amount is de

565,000 (2013: 

rations. 

l). 

4,148,807,000) 

iabilities of the 

ted to sale and 

liabilities was 

ed in “Trading 

mitment and the 

HKMA return of 

2013

HK$’000

269,382
565,013

3,477,038

0,945,416

567,314
4,825,980

0,650,143

3,207,548

ependent upon 



 

Notes to 

7. Segm

 (a) By o

The 

 

Both

custo

man

trade

Bank

mec

segm

and 

 

Inves

busin

diffe

inclu

 

“Ot

inde

 

Reve

man

 

In 20

figur

Pers

the Finan

ental report

operating segm

Group divides i

h Personal Ban

omers while C

aging the capita

es. It provides 

king and Corpo

hanism of the 

ment borrowing 

liabilities inform

stment includes

ness segments

rence arising f

uded in this clas

thers” refers to 

pendent of the o

enues and exp

agement overh

014, liquidity ter

res. However, if

sonal Banking, C

cial statem

ting  

ment 

ts business into

king and Corpo

Corporate Banki

al, liquidity, and

funds to other

orate Banking. T

Group. The as

and lending (i.e

mation about Tre

s bank premises

 based on mar

from capital of 

s. 

other group op

other four busin

penses of any 

eads, allocation

rm premium was

f the same mec

Corporate Bank

 

ments (co

o four major seg

orate Banking p

ing deals with 

 the interest rat

r business seg

These inter-segm

sets and liabilit

e. the profit and

easury). 

s and equipmen

ket rates per sq

our subsidiary,

perations and m

ness segments. 

business segm

ns are made on 

s introduced into

chanism was ap

ing and Treasu

                     

112  

ntinued) 

gments, Persona

provide genera

non-individual 

te and foreign e

gments and rec

ment funding is

ties of Treasur

d loss informatio

nt used by supp

quare foot for th

, NCB (China),

mainly comprise

 

ment mainly in

reasonable bas

o inter-segment

pplied last year, 

ry would not be

              

al Banking, Cor

al banking servi

customers. Th

exchange positio

ceives funds fro

s charged accor

ry have not bee

on in relation to 

orting units. Ch

heir occupation

, which is reco

es of items rela

nclude items d

ses. 

t funding. No re

it is estimated 

e considered as 

porate Banking

ces. Personal 

he Treasury se

ons of the Grou

om deposit tak

rding to the inte

en adjusted to 

Treasury is not

arges are paid t

of the Group’s

ognised in its in

ated to the Grou

irectly attributa

vision has been

that the change

material. 

, Treasury and 

Banking serves

egment is resp

p in addition to 

king activities o

ernal funds tran

reflect the effe

t comparable to
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s premises. The
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up as a whole 

able to the seg
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e in net interest

Investment. 

s individual 
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operating segm

terest 
me/(expense) 
ternal 
er-segment 

e and commission
me/(expense) 
ading gain/(loss) 
ss on financial 
ruments designate
air value through 
it or loss 
ain on other 
ncial assets 
operating income

perating income 
ore impairment 
wances 
harge of impairme
wances  

perating income 
ating expenses 

ating profit/(loss)
ain from fair value 
ustments on 
stment properties
ss from disposal/ 

aluation of 
perties, plant and 
ipment 

/(loss) before 
ation 

ts 
ent assets 

ities 
ent liabilities 

information 
al expenditure 
ciation 
isation of securitie

cial statem

ting (continu

ment (continued

Personal 
Banking  

HK$’000  
  

  
(418,490)  
1,307,961  

  
889,471  

  
n 

538,300  
50,406  

ed 

-  

-  
e 140  

  

1,478,317  
nt 

(45,453)  
  

1,432,864  
(763,907)  

  
) 668,957  

s -  

-  
  

668,957  

  
  
  

33,101,750  

  
  

103,437,642  

  
  
  

-  
10,350  

es -  

  

 

ments (co

ued) 

d) 

Corporate
Banking

HK$’000

2,750,511 
(114,871) (1

2,635,640 

623,126
105,572

-

28,888 
174

3,393,400 

(858,841)

2,534,559
(1,257,493)

1,277,066

-

-

1,277,066

132,582,987 12

120,438,397 4

-
5,705 

-
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ontinued)

Treasury Inves

HK$’000 HK

2,858,028 
1,193,090)

1,664,938 

94,697 
(125,113) (2

(7,958)

93,642 
- 17

1,720,206 15

-

1,720,206 15
(301,253) (20

1,418,953 (5

- 12

-

1,418,953 7

29,285,776 8,71

43,259,903

- 8
982 20

90,773

              

The Group

2014

stment Othe

K$’000 HK$’00

-
-

-

95 (1,49
22,424) 4

-

-
74,357 13,78

52,028 12,70

-

52,028 12,70
04,538) (88,04

52,510) (75,33

29,896 

(347)

77,039 (75,33

17,158 216,58

7,582 1,865,88

85,817
04,528 3,20

-

ers Subtotal

00 HK$’000 
 

 
- 5,190,049 
- - 

 
- 5,190,049 

 

92) 1,254,726 
17 8,858 

- (7,958) 

- 122,530 
80 188,451 

 

05 6,756,656 

- (904,294) 
 

05 5,852,362 
41) (2,615,232) 

 

36) 3,237,130 

- 129,896 

- (347) 
 

36) 3,366,679 

 
 
 

82 303,904,253 

 
 

85 269,009,409 

 
 
 

- 85,817 
03 224,768 

- 90,773 

 

 
l 

 
Eliminations  

0  HK$’000  
    

    
9  -  
-  -  
    

9  -  
    

6  -  
8  -  

)  -  

0  -  
  (117,643)  
    

6  (117,643)  

)  -  
    

2  (117,643)  
)  117,643  
    

0  -  

6  -  

)  -  
    

9  -  

    
    
    

3  -  

    
    

9  -  

    
    
    

7  -  
8  -  
3  -  

    

Consolidated

HK$’000

5,190,049 
-

5,190,049 

1,254,726
8,858 

(7,958)

122,530 
70,808 

6,639,013

(904,294)

5,734,719
(2,497,589)

3,237,130

129,896 

(347)

3,366,679

303,904,253 

269,009,409

85,817
224,768 
90,773
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ternal 
er-segment 

e and commission
me/(expense) 
ading gain/(loss) 
ss on financial 
ruments designate
air value through 
it or loss 
ain on other 
ncial assets 
operating income

perating 
ome/(expense) 
ore impairment 
wances 
harge of impairme
wances  

perating 
ome/(expense) 
ating expenses 

ating profit/(loss)
ain from fair value 
ustments on 
stment properties

ain from disposal/ 
aluation of 
perties, plant and 
ipment 

/(loss) before 
ation 

ts 
ent assets 

ities 
ent liabilities 

information 
al expenditure 
ciation 
isation of securitie

ncial statem

ting (continu

ment (continued

Personal 
Banking  

HK$’000  
  

  
(597,519)  
1,435,071  

  
837,552  

  
n 

418,917  
37,976  

ed 

-  

-  
e 123  

  

1,294,568  
nt 

(40,580)  
  

1,253,988  
(751,369)  

  
) 502,619  

s -  

-  
  

502,619  

  
  
  

28,853,019  

  
  

101,329,458  

  
  
  

-  
26,990  

es -  

  

 

ments (co

ued) 

d) 

Corporate
Banking

HK$’000

2,944,696
(374,646) (1

2,570,050

565,333
116,764

-

21,204
59

3,273,410

(329,387)

2,944,023
(1,144,769)

1,799,254

-

-

1,799,254

128,704,708 11

108,918,619 3

-
56,140

-
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ontinued)

Treasury Inve

HK$’000 HK

2,343,989
1,060,425)

1,283,564

25,641
94,749 (15

(16,193)

31,292
- 14

1,419,053 (

-

1,419,053 (
(387,541) (9

1,031,512 (10

- 16

-

1,031,512 7

4,367,231 8,23

36,005,845

- 10
23,021 9

(30,765)

              

The Group 

2013 

estment Othe

K$’000 HK$’00

-
-

-

173 (1,43
52,278)

-

-
48,438 24,67

(3,667) 23,24

-

(3,667) 23,24
97,468) (69,17

01,135) (45,93

69,414

3,476

71,755 (45,93

38,515 220,48

7,225 1,822,82

09,955
97,703 3,10

-

ers Subtotal

00 HK$’000 
 

 
- 4,691,166 
- - 

 
- 4,691,166 

 

39) 1,008,625 
10 97,221 

- (16,193) 

- 52,496 
74 173,294 

 

45 6,006,609 

- (369,967) 
 

45 5,636,642 
75) (2,450,322) 

 
30) 3,186,320 

- 169,414 

- 3,476 
 

30) 3,359,210 

 
 
 

87 280,383,960 

 
 

24 248,083,971 

 
 
 

- 109,955 
02 206,956 

- (30,765) 

 

 
l 

 
Eliminations  

0  HK$’000  
    

    
6  -  
-  -  
    

6  -  
    

5  -  
  -  

)  -  

6  -  
4  (97,824)  
    

9  (97,824)  

)  -  
    

2  (97,824)  
)  97,824  
    

0  -  

4  -  

6  -  
    

0  -  

    
    
    

0  -  

    
    
  -  

    
    
    

5  -  
6  -  
)  -  

    

Consolidated

HK$’000

4,691,166
-

4,691,166

1,008,625
97,221

(16,193)

52,496
75,470

5,908,785

(369,967)

5,538,818
(2,352,498)

3,186,320

169,414

3,476

3,359,210

280,383,960

248,083,971

109,955
206,956
(30,765)
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perating 
ome/(expense) 
ore impairment 
wances 
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airment allowance

perating 
ome/(expense) 
ating expenses 

ating profit/(loss)
ain from fair value 
ustments on 
stment properties
ss from disposal/ 

aluation of 
perties, plant and 
ipment 

/(loss) before 
ation 

ts 
ent assets 

ities 
ent liabilities 

information 
al expenditure 
ciation 
isation of securitie

cial statem

ting (continu

ment (continued

Personal 
Banking  

HK$’000  
  

  
(273,991)  

871,057  
  

597,066  
  

n 
474,165  
46,746  

ed 

-  
r 

-  
e 140  

  

1,118,117  

es  (15,993)  
  

1,102,124  
(560,990)  

  
) 541,134  

s -  

-  
  

541,134  

  
  
  

20,312,401  

  
  

80,438,461  

  
  
  

-  
10,350  

es -  

  

 

ments (co

ued) 

d) 

Corporate
Banking

HK$’000

1,627,764 1
(96,022) (

1,531,742 

380,004
45,101 

-

(15,405)
174 

1,941,616

34,574 

1,976,190
(402,244)

1,573,946

-

-

1,573,946

87,557,320 73

67,718,962 15

-
5,705 

-
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ntinued)

Treasury Inves

HK$’000 HK

1,749,897 
(775,035)

974,862 

(7,979)
(64,037)

(7,958)

93,642 
- 17

988,530 17

-

988,530 17
(67,051) (89

921,479 8

- 12

- (1

921,479 21

3,442,969 16,08

5,411,315

- 3
982 8

(17,310)

              

The Bank

2014

tment Other

K$’000 HK$’00

-
-

-

- (1,492
- 41

-

-
3,116 22

3,116 (853

-

3,116 (853
9,427) (88,041

3,689 (88,894

8,630 

1,122)

1,197 (88,894

4,689 16,48

7,582 1,387,34

9,808
9,427 3,20

-

rs
 

Subtotal 

0 HK$’000 
 

 
- 3,103,670 
- - 

 
- 3,103,670 

 

2) 844,698 
7 28,227 

- (7,958) 

- 78,237 
2 173,652 

 

3) 4,220,526 

- 18,581 
 

3) 4,239,107 
1) (1,207,753) 

 

4) 3,031,354 

- 128,630 

- (1,122) 
 

4) 3,158,862 

 
 
 

1 197,413,860 

 
 

6 164,963,666 

 
 
 

- 39,808 
3 109,667 
- (17,310) 

 

 
Eliminations  C

 HK$’000  
   

   
 -  
 -  
   
 -  
   

 -  
 -  

 -  

 -  
 (117,643)  
   

 (117,643)  

 -  
   

 (117,643)  
 117,643  
   
 -  

 -  

 -  
   

 -  

   
   
   
 -  

   
   
 -  

   
   
   
 -  
 -  
 -  

   

Consolidated

HK$’000

3,103,670 
-

3,103,670 

844,698 
28,227 

(7,958)

78,237 
56,009 

4,102,883 

18,581

4,121,464
(1,090,110)

3,031,354

128,630 

(1,122)

3,158,862

197,413,860

164,963,666

39,808
109,667 
(17,310)
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ss on financial 
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it or loss 
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ncial assets 
operating income

perating 
ome/(expense) 
ore impairment 
wances 
harge of impairme
wances  

perating 
ome/(expense) 
ating expenses 

ating profit/(loss)
ain from fair value 
ustments on 
stment properties
ss from disposal/ 

aluation of 
perties, plant and 
ipment 

/(loss) before 
ation 

ts 
ent assets 

ities 
ent liabilities 

information 
al expenditure 
ciation 
isation of securitie

cial statem

ting (continu

ment (continued

Personal 
Banking  

HK$’000  
  

  
(249,151)  

813,473  
  

564,322  
  

n 
411,886  
25,851  

ed 

-  

-  
e 121  

  

1,002,180  
nt 

(12,151)  
  

990,029  
(510,799)  

  
) 479,230  

s -  

-  
  

479,230  

  
  
  

18,393,275  

  
  

77,300,761  

  
  
  

-  
11,598  

es -  

  

 

ments (co

ued) 

d) 

Corporate
Banking

HK$’000

1,696,893 1
(80,090) (

1,616,803 

351,673 
62,141 

-

-
27 

2,030,644 

(28,577)

2,002,067 
(391,915)

1,610,152 

-

-

1,610,152 

81,867,045 63

56,094,120 14

-
6,976 

-
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ntinued)

Treasury Inves

HK$’000 HK

1,428,370 
(733,383)

694,987 

(6,829)
19,278 

(16,193)

22,303 
- 14

713,546 14

-

713,546 14
(54,139) (79

659,407 6

- 16

- (1

659,407 23

3,240,738 15,55

4,488,430

- 3
924 7

3,702

              

The Bank 

2013 

stment Other

K$’000 HK$’00

-
-

-

- (1,439
(742) 1

-

-
6,700 55

5,958 (870

-

5,958 (870
9,083) (69,175

6,875 (70,045

7,890 

1,265)

3,500 (70,045

3,575 16,66

6,726 1,247,05

6,843
9,083 3,10

-

rs
 

Subtotal 

0 HK$’000 
 

 
- 2,876,112 
- - 

 
- 2,876,112 

 

9) 755,291 
0 106,538 

- (16,193) 

- 22,303 
9 147,407 

 

0) 3,891,458 

- (40,728) 
 

0) 3,850,730 
5) (1,105,111) 

 

5) 2,745,619 

- 167,890 

- (1,265) 
 

5) 2,912,244 

 
 
 

8 179,071,301 

 
 

9 149,137,096 

 
 
 

- 36,843 
2 101,683 
- 3,702 

 

 
Eliminations  

 HK$’000  
   

   
 -  
 -  
   
 -  
   

 -  
 -  

 -  

 -  
 (97,824)  
   

 (97,824)  

 -  
   

 (97,824)  
 97,824  
   
 -  

 -  

 -  
   

 -  

   
   
   
 -  

   
   
 -  

   
   
   
 -  
 -  
 -  

   

Consolidated

HK$’000

2,876,112 
-

2,876,112 

755,291 
106,538 

(16,193)

22,303 
49,583

3,793,634

(40,728)

3,752,906
(1,007,287)

2,745,619 

167,890 

(1,265)

2,912,244 

179,071,301

149,137,096

36,843
101,683

3,702
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Hong Kong 
Mainland of Chin
Others 

Total 

Hong Kong 
Mainland of Chin
Others 

Total 

Hong Kong 
Mainland of Chin
Others 

Total 

cial statem

ting (continu

rea 

mation is presen

ns of the branch

  

  

  

 i

  
  
  

na   
  

  
  

  
  

  

  

  

  
  
  

na   
  

  
  

  

  

  

  

  
  
  

na   
  

  
  

  

 

ments (co

ued)  

nted based on t

hes responsible

2

Net operating
income before

 impairment
 allowance

HK$’000

4,059,329 
2,535,739

43,945 

6,639,013 

Total

 assets

HK$’000

184,505,742
116,624,065

2,774,446

303,904,253

Total

 assets

HK$’000

164,667,896
112,857,400

2,858,664

280,383,960
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ntinued)

the principal pla

e for reporting th

2014 

 t

H

3,

3,

l

s  li

0

2 162
5 104
6 2

3 269

l

s

0

6 146
0 99
4 2

0 248

              

aces of operatio

he results or boo

The Group

Profit
 before

taxation

HK$’000

,149,295 
207,655 

9,729 

,366,679 

The Group

2014 

Total

iabilities

HK$’000

,047,271 
,331,044 
,631,094 

,009,409 

The Group

2013 

Total

liabilities

HK$’000

,467,458
,487,847
,128,666

,083,971

ons of the subs

oking the assets

p 

Net operatin
 income befor

 impairmen
 allowanc

HK$’00

3,754,29
2,111,16

43,33

5,908,78

p 

Non-curre
asse

HK$’00

7,835,83
775,58

2,34

8,613,76

p 

Non-curre
asse

HK$’00

7,343,36
830,09

3,46

8,176,92

idiaries, or in th

s: 

2013 

ng 
re 
nt 
ce  

00  
  

92  
61  
32  

  
85  

  
  

ent 
ets  

C

com

00  
  

33   3
87   7
49   

  
69   11

  

ent 
ets  

C

com

00  
  

60  3
96  7
67  

  
23  11

  

he case of the 

Profit
 before

 taxation

HK$’000

2,899,990
443,766

15,454

3,359,210

Contingent
 liabilities

 and

mmitments

HK$’000

33,849,154
78,941,179

124,002

12,914,335

Contingent
 liabilities

 and

mmitments

HK$’000

30,381,110
79,638,140

126,866

10,146,116
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y geographic

Hong Kong 
Mainland of Chin
Others 

Total 

Hong Kong 
Others 

Total 

Hong Kong 
Mainland of Chin
Others 

Total 

cial statem

ting (continu

al area (conti

  

  

  

 i

  
  
  

na   
  

  
  

  
  

  

  

  

  
  
  
  

  
  

  

  

  

  

  
  
  

na   
  

  
  

  

 

ments (co

ued) 

inued) 

2

Net operating
income before

 impairment
 allowance

HK$’000

4,059,238
(300)

43,945

4,102,883

Total

 assets

HK$’000

194,639,414
2,774,446

197,413,860

Total

 assets

HK$’000

175,682,048
530,589

2,858,664

179,071,301
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ntinued) 

2014 

 t

H

3,

3,

l

s  li

0

4 162
6 2

0 164

l

s

0

8 146
9
4 2

149

              

The Bank

Profit
 before

taxation

HK$’000

,149,213
(80)

9,729

,158,862

The Bank

2014 

Total

iabilities

HK$’000

,328,311
,635,355

,963,666

The Bank

2013 

Total

liabilities

HK$’000

,647,568
360,862

,128,666

,137,096

Net operatin
 income befor

 impairmen
 allowanc

HK$’00

3,747,95
2,34

43,33

3,793,63

Non-curre
asse

HK$’00

7,835,83
2,34

7,838,18

Non-curre
asse

HK$’00

7,343,36

3,46

7,346,82

2013 

ng 
re 
nt 
ce  

00  
  

59  
43  
32  

  
34  

  
  

ent 
ets  

C

com

00  
  

33  3
49  

  
82  3

  

ent 
ets  

C

com

00  
  

60  3
-  

67  

  
27  3

  

Profit
 before

 taxation

HK$’000

2,893,422
3,368

15,454

2,912,244

Contingent
 liabilities

 and

mmitments

HK$’000

33,843,303
124,002

33,967,305

Contingent
 liabilities

 and

mmitments

HK$’000

30,448,151
75,126

126,866

30,650,143



 

 Notes to

8. Signif

The Gro

its who

controlli

 

The sign

 

  

o the Finan

ficant relate

oup is subject to

lly-owned subs

ing equity intere

nificant related 

ncial state

d party tran

o the control of 

sidiary Central H

ests. 

party transactio

 

ements (co

nsactions 

the State Coun

Huijin Investme

ons are defined 

                     

119  

ontinued)

ncil of the PRC 

ent Ltd. (“Centr

according to HK

              

Government th

ral Huijin”), BOC

KAS 24. 

rough China Inv

C and BOCHK

vestment Corpo

K in which Cen

oration (“CIC”), 

tral Huijin has 



 

Notes to 

8. Signif

(a)   Tra

Ge

  

Th

en

cu

 

Ce

 

Th

loa

 

Th

am

(20

tra

HK

 

Th

ag

HK

Gr

HK

 

Th

cus

HK

co

HK

 

Sa

co

the Finan

ficant relate

ansactions with

eneral informatio

e Group’s imm

tity of BOC, an

rrency investme

entral Huijin has

e Group enters

ans, investment 

e majority of tra

mounts due from

013: HK$2,702,

ansactions with 

K$191,080,000 

e majority of t

gregate amoun

K$17,173,914,0

roup arising fro

K$10,252,000) a

e majority of t

stomers. As at

K$7,093,494,00

mpanies contro

K$95,069,000). 

ave as disclosed

mpanies are no

cial statem

d party tran

h the parent co

on of the parent

ediate holding 

nd it is a wholly

ent managemen

s controlling equ

s into banking a

securities and 

ansactions with 

m and to BOC o

999,000) respe

BOC for the 

(2013: HK$39,5

transactions wit

nts due from a

00 (2013: HK$

m these transa

and HK$729,57

transactions wi

t 31 December 

0). The aggreg

olled by the pa

 

d above, transa

ot considered ma

 

ments (co

nsactions (co

ompanies and 

t companies: 

company is BO

y-owned subsid

nt. 

uity interests in c

and other transa

money market.

BOC arise from

of the Group we

ectively. The agg

year ended 31

549,000) respec

th BOCHK aris

and to BOCHK

$21,270,585,000

actions with BO

8,000 (2013: HK

th other comp

2014, the rela

gate amount of

rent companies

actions with othe

aterial. 

                     

120  

ntinued)

ontinued)

the other comp

OCHK, which is

diary of CIC wh

certain other en

actions with the

m money marke

ere HK$4,756,6

gregate amoun

1 December 2

ctively.  

se from money

K of the Group

0) respectively. 

OCHK for the ye

K$708,001,000

panies controlle

ated aggregate 

f expenses of 

s for the year 

er parent comp

              

panies control

 in turn control

hich is a wholly

tities in the PRC

ese entities in th

et activities. As a

693,000 (2013: H

ts of income an

014 were HK$

y market activit

p were HK$1,84

The aggregate

ear ended 31 D

) respectively. 

ed by the pare

amount of the

the Group aris

ended 31 Dece

panies and the o

lled by the pare

led by BOC. Ce

y state-owned c

C.  

he normal cour

at 31 Decembe

HK$6,796,023,0

nd expenses of 

$295,494,000 (2

ies. As at 31 

40,662,000 (20

e amounts of i

December 2014

nt companies 

e Group was H

sing from these

ember 2014 wa

other companie

ent companies

entral Huijin is 

company engag

rse of business 

er 2014, the rela

000) and HK$1

the Group aris

2013: HK$240

December 201

013: HK$2,139

income and ex

4 were HK$2,5

arise from dep

HK$12,914,910,

e transactions 

as HK$83,057,

es controlled by

s  

the controlling 

ging in foreign 

which include 

ated aggregate 

3,986,923,000 

ing from these 

,822,000) and 

4, the related 

,709,000) and 

penses of the 

560,000 (2013: 

posits from 

000 (2013: 

with other 

000 (2013: 

the parent 



 

Notes to 

8. Signif

 (b)  Tra

Th

dir

oth

an

 

Th

-  l

-  i

-  s

-  r

-  p

-  p

 

(c)    Ke

Ke

act

an

cu

co

 

Th

 

 

S
P

 
 

 

 

the Finan

ficant relate

ansactions with

e Group is subj

rectly and indire

her state contro

d other state co

ese transaction

ending, provisio

nter-bank balan

sales, purchase

rendering of fore

provision of fidu

purchase of utili

ey managemen

ey management

tivities of the G

d grants loans 

rrent and prior y

mpanies, as we

e compensation

Salaries and oth
Post-employmen

cial statem

d party tran

h government 

ject to the contr

ectly controls a 

olled entities. Th

ontrolled entities

ns include, but a

on of credits and

nce taking and p

e, underwriting a

eign exchange, 

uciary activities; 

ities, transport, t

nt personnel 

t personnel are 

Group, directly o

and credit fac

years, no mater

ell as parties rela

n of key manag

her short-term e
nt benefits 

 

ments (co

nsactions (co

authorities, ag

ol of the State C

significant num

he Group enters

s in the normal c

are not limited to

d guarantees, a

placing; 

and redemption 

remittance and

and 

telecommunicat

those persons 

or indirectly, incl

ilities to key m

rial transaction 

ated to them.

ement personne

mployee benefi

                     

121  

ntinued)

ontinued)

gencies, affiliat

Council of the P

mber of entities 

s into banking tr

course of busine

o, the following:

and deposit takin

of bonds issued

d investment rela

tion and postag

having authorit

luding directors

anagement per

was conducted

el for the year e

its 

              

tes and other s

PRC Governmen

through its gov

ransactions with

ess at commerc

ng; 

d by other state

ated services;

ge services. 

ty and responsi

s and Senior Ma

rsonnel in the o

d with key mana

ended 31 Decem

state controlled

nt through CIC a

vernment author

h government a

cial terms. 

controlled entit

bility for plannin

anagement. The

ordinary course

agement person

mber is detailed 

HK

2

2

d entities 

and Central Hu

rities, agencies

authorities, agen

ties; 

ng, directing an

e Group accept

e of business. 

nnel of the Bank

 as follows: 

2014  

K$’000  
  

26,740  
1,694  

  
28,434  

ijin, which also 

, affiliates and 

ncies, affiliates 

d controlling the

ts deposits from

During both the

k and its holding

2013

HK$’000

28,882
1,635

30,517

e 

m 

e 

g 



 

Notes to 

9.  Currenc

The foll

position

Authoris

 
 

 
 
 
Spot as
Spot lia
Forward
Forward
 
Net long
 
Net stru

 

 
 

 
 
 
Spot as
Spot lia
Forward
Forward
 
Net long
 
Net stru

 

the Finan

cy concentra

owing is a sum

ns and is prepar

sed Institution” i

ssets 
abilities 
d purchases 
d sales  

g position 

uctural position 

ssets 
abilities 
d purchases 
d sales  

g/(short) positio

uctural position 

cial statem

ations 

mmary of the G

red with referenc

issued by the H

on 

 

ments (co

roup’s major fo

ce to the Comp

KMA. 

50
(49,

23
(24,

51
(44,

24
(29,

1

                     

122  

ntinued)

oreign currency 

letion Instructio

US
Dollars

0,714,856 
057,989)

3,258,343 
806,626)

108,584 

277,715 

US
Dollars

,589,784
518,523)

4,399,649
771,697)

,699,213

333,141

              

exposures aris

ns for the prude

20
Equivalent in t

Renminbi

129,625,777 
(113,019,787)

8,581,087 
(25,023,970)

163,107 

8,414,836 

20
Equivalent in t

Renminbi

121,853,558
(111,464,523)

10,648,881
(21,621,410)

(583,494)

8,263,668

sing from tradin

ential return “Fo

014
thousand of HK

Ot
 fore

currenc

10,170,
(9,087,1

2,839,
(3,877,5

45,

013 
housand of HK$

O
 fore

currenc

9,384,
(9,925,4

4,468,
(3,875,9

52,

ng, non-trading 

oreign Currency 

K$ 
ther 
eign  
cies  cu

  
,515   190
139)  (171,
,602   34
531)  (53,

  
,447   

  
-  8

$ 
Other 

eign  
cies  c

  
,830  182
494)  (165,
,976  39
909)  (55,

  
,403  1

  
-  8

and structural 

Position of an 

Total
 foreign

urrencies

0,511,148 
,164,915)
4,679,032 
,708,127)

317,138 

8,692,551 

Total
 foreign

urrencies

2,828,172
,908,540)
9,517,506
,269,016)

,168,122

8,596,809



 

Notes to 

10.  Cross-

The belo

border cl

the coun

from the 

whose he

on individ

follows: 

  

  
  
  
  
 Asia, ot
 - Main
 - Othe
  
 Total 
  

 

  

  
  
  
  
 Asia, ot
 - Main
 - Othe
  
 Total 
  
 

* There a

the Finan

-border claim

w analysis is pr

aims are expos

terparties after 

counterparty, t

ead office is loc

dual countries o

ther than Hong 
nland of China 
ers 

ther than Hong 
nland of China 
ers 

are no exposures 

cial statem

ms 

repared with ref

sures to foreign 

taking into acc

he risk will be t

cated in another

or areas, after ri

Kong 

Kong 

eligible to be clas

 

ments (co

ference to the C

counterparties 

ount the transfe

transferred to th

r country, the ris

sk transfer, amo

2

3

3

4

ssified as public se

                     

123  

ntinued)

Completion Inst

on which the u

er of risk. For a

he country of th

sk will be transf

ounting to 10% 

Banks
HK$’000

29,028,933 
9,304,654 

38,333,587 

Banks
HK$’000

35,085,897
6,522,598

41,608,495

ector entities unde

              

ructions for the 

ltimate risk lies,

a claim guarante

he guarantor. Fo

ferred to the cou

or more of the 

20

Public secto
entities
HK$’000

812,933

812,933

20

Public secto
entities

HK$’000

647,145
851

647,996

er the Banking (Ca

HKMA return o

 and are derive

eed by a party s

or a claim on a

untry where its h

aggregate cross

014 

r
* O
0 HK

3 40,41
- 1,80

3 42,21

013 

r
* O
0 HK

5 34,55
1 1,25

6 35,81

apital) Rules in the

of cross-border 

ed according to 

situated in a co

an overseas bra

head office is lo

s-border claims

Others 
 

K$’000  
  
  
  

13,113   70
04,681   11

  
17,794   81

  

Others 
 

K$’000  
  
  
  

57,836  70
59,319  7

  
17,155  78

  

e tables above. 

claims. Cross-

the location of 

ountry different 

anch of a bank 

ocated. Claims 

s are shown as 

Total
HK$’000

0,254,979 
1,109,335 

1,364,314 

Total
HK$’000

0,290,878
7,782,768

8,073,646 



 

Notes to 

11.  Non-ba

The anal

exposure

the Mainl

 
 

 
 

Central g
subsid

Local gov
subsid

PRC nati
in Main

Other en

Other en

PRC nati
outside

Other co
non-ba

 
Total 

 
Total ass

 
On-balan

 

 

 

 

 
 

Central g
subsid

Local go
subsid

PRC nat
in Main

Other en

Other en

PRC nat
outside

Other co
non-ba

 
Total 
 
Total ass

 
On-balan

 

 

The com

 

the Finan

ank Mainlan

lysis of non-ba

es with referenc

land exposures 

government, cen
iaries and joint 
vernments, loca
iaries and joint 

ionals residing i
nland and their 

tities of central 

tities of local go

ionals residing o
e Mainland whe

unterparties wh
ank Mainland ex

sets after provis

nce sheet expos

government, ce
diaries and joint 
overnments, loca
diaries and joint 
tionals residing 
nland and their 

ntities of central 

ntities of local go

tionals residing 
e Mainland whe

ounterparties wh
ank Mainland ex

sets after provis

nce sheet expos

parative amoun

cial statem

nd exposure

nk Mainland ex

ce to the Comp

 extended by th

ntral governmen
ventures 

al government-o
ventures 

in Mainland or o
subsidiaries and

government no

overnments not 

outside Mainlan
ere the credit is g

here the exposu
xposures 

sion 

sures as percen

ntral governme
ventures 
al government-o
ventures 
in Mainland or o
subsidiaries an

government no

overnments not

outside Mainlan
ere the credit is 

here the exposu
xposures 

sion 

sures as percen

nts have been re

 

ments (co

es 

xposures is bas

letion Instructio

he Bank and its 

nt-owned entitie

owned entities a

other entities inc
d joint ventures

t reported in item

reported in item

nd or entities inc
granted for use 

res are conside

ntage of total as

nt-owned entitie

owned entities a

other entities inc
d joint ventures

ot reported in ite

reported in item

nd or entities inc
granted for use 

ures are conside

ntage of total as

estated to confo

                     

124  

ntinued)

sed on the cat

ons for the HKM

banking subsid

es and their 

and their 

corporated 
  

m 1 above 

m 2 above 

corporated 
in Mainland 

ered  to be 

ssets 

es and their 

and their 

corporated 
s  

em 1 above 

m 2 above 

corporated 
e in Mainland 

ered to be 

ssets 

orm with the cur

              

tegories of non

MA return of no

iary. 

 
 

Items in
HKMA 
return

On

e

1 29

2 11

3 50

4 

5 

6 6

7 5
 

8 103

 
9 310

 
10 

 

 
Items in
HKMA 
return

O

1 24

2 10

3 52

4 

5 

6 5

7 4
 

8 97

 
9 288

 
10 

rrent year’s pres

-bank counterp

n-bank Mainlan

n-balance
sheet

exposure

Off

e
HK$’000

9,451,874

1,599,566

0,180,366 29

318,005

-

6,980,121

5,177,267

3,707,199 34

0,553,707

33.39%

(R

n-balance
sheet

exposure

Of

HK$’000

4,381,250

0,589,130

2,761,011 28

-

-

5,630,650

4,593,476

7,955,517 32

8,685,809

33.93%

sentation. 

parties and the 

nd exposures, w

2014 

ff-balance 
sheet 

exposure  
HK$’000 

 

1,151,441  3

1,810,301  1

9,896,773  8

-  

-  

1,183,797  

-  
  

4,042,312  13

  
  

  
  
 

Restated) 
2013 

Off-balance 
sheet 

exposure  
HK$’000 

 

835,223  2

1,800,550  1

8,348,407  8

-  

-  

1,876,581  

42,298  
  

2,903,059  13

  
  

  
  
 

type of direct 

which includes 

Total
exposure
HK$’000

30,603,315

3,409,867

80,077,139

318,005

-

8,163,918

5,177,267

37,749,511

Total
exposure
HK$’000

25,216,473

2,389,680

81,109,418

-

-

7,507,231

4,635,774

30,858,576



 

Notes to 

12.  Regula

The bases

statements

 

The table 

risks. 

 

 
 
Credit risk
Market ris
Operation

 
 

 

For details

 

the Finan

atory capital

s of regulatory c

s. 

below summari

k 
sk 
nal risk 

s of capital mana

cial statem

l for credit, 

capital calculatio

ises the regulat

agement and ca

 

ments (co

market and 

on for credit risk

tory capital com

apital ratios of th

                     

125  

ntinued)

operationa

k, market risk an

mputed on the s

he Group, pleas

              

l risks 

nd operational r

same consolidat

 

 
 
 
 
 

 
 

se refer to Note 

isk are describe

tion basis for cr

2014

HK$’000

13,828,215
45,648

900,408

14,774,271

2.4 to the Finan

ed in Note 2.4 to

redit, market, a

4  

0  HK
  

5  13,48
8  7
8  77

  
1  14,33

ncial statements

o the Financial 

nd operational 

2013

K$’000

85,328
77,209
75,167

37,704

s. 



 

Notes to 

13.  Capital

The tables

(Capital) R

Capital r
Corpora

Sp
-

 Sm
 Ot

Bank 
Ba
Se

Retail 
Re

-
-

Qu
Oth
Sm

Others 
Ca
Oth

Credit v
 

Total cap
 

Capital r
approa
On-bal

Sov
Pu
Ba
Co
Re
Re
Oth
Pas

 
Off-bal

Off
a

Sec
 
Total cap

risk) ap
 
Total cap

 

 

 

 

the Finan

l requireme

s below show th

Rules. 

required for ex
ate 
ecialised lendin
- Project finance
mall-and-medium
ther corporates 

nks 
curities firms 

sidential mortga
- Individuals 
- Property-holdi

ualifying revolvin
her retail to indiv

mall business ret

sh items 
her items 
valuation adjust

pital requireme

required for ex
ach 
ance sheet exp
vereigns 
blic sector entiti
nks 
rporates 
gulatory retail 
sidential mortga
her exposures w
st due exposure

ance sheet exp
f-balance sheet 
and derivative c
curities financin

pital requireme
pproach 

pital requireme

cial statem

nts for cred

he capital requi

xposures under

ng under superv
e 
m sized corpora

ages 

ng shell compa
ng retail  
viduals 
tail 

tment 

ents for exposu

xposures under

posures 

ies 

age loans 
which are not pa
es 

posures 
exposures othe

contracts 
ng transactions a

ents for expos

ents for credit 

 

ments (co

it risk 

rements for eac

r the IRB appro

visory slotting cr

ates 

nies 

ures under the

r the standardi

ast due 

er than securitie

and derivative c

ures under the

risk exposures

                     

126  

ntinued)

ch class and su

oach 

riteria approach

e IRB approach

ised (credit ris

es financing tran

contracts 

e standardised 

s 

              

ubclass of credi

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

h  
 

k)  

 
 
 
 
 
 
 
 
 
 
 

nsactions  

 
 

(credit  

 
 

 

t risk exposure

2014 
HK$’000 

 
 
 

119,626 
1,328,166 
6,031,115 

 
3,763,767 

920 
 
 

80,229 
5,836 

- 
271,595 

17,195 
 

- 
745,981 

6,549 
 

12,370,979 
 

 
 

10,915 
2,238 

103,306 
674,242 
140,094 
447,824 

44,895 
7,548 

 
 

25,557 
617 

 

1,457,236 
 

13,828,215 

 

es as specified i

  
  HK$
  
  
  
  76
  1,201
  6,853
  
  3,294
  
  
  
  56
  5

-  
  166
  22
  

-  
  706
  8
  
  12,392
  

  
  
  8
  4
  2
  539
  105
  341
  55
  2
  
  

  31
  1
  

  1,092
  
  13,485

  

in the Banking 

2013
$’000

6,474
1,437
3,958

4,819
674

6,135
5,347

-
6,376
2,470

-
6,400
8,245

2,335

8,208
4,500
2,398
9,825
5,337
1,461
5,176
2,816

1,404
1,868

2,993

5,328



 

Notes to 

14.  Credit 

14.1 The i

The G

exposu

Group 

Group’

exposu

 

Asset 
Corpo

  
  
Sovere
  
  
Bank e
  
  

Retail 
  

  
  
  
Equity 
Other 
  

 
(A) Th

Th

tra

bo

of 

 

Th

bo

 

 

the Finan

risk under t

nternal rating s

roup adopts th

ures, and adopt

adopts retail IR

s different capi

ures). 

class 
rate exposures 

eign exposures 

exposures 

exposures 

y exposures 
exposures 

he structure of 

e Group’s inter

ansaction charac

rrower default a

borrower defau

e Group uses s

rrowers, and los

cial statem

the internal 

systems and ri

e FIRB approa

ts the superviso

RB approach for

ital calculation a

Exposure su
Specialised l

slotting crit
Small-and-m
Other corpor
Sovereigns 
Sovereign fo
Multilateral d
Banks 
Securities firm
Public sector

foreign pub
Residential m
Residential m

shell comp
Qualifying rev
Other retail to
Small busine
- 
Cash items  
Other items 

internal rating

nal rating syste

cteristics. For c

and the facility r

lt. 

statistical mode

ss given default

 

ments (co

ratings-bas

isk component

ach to calculate

ory slotting crite

r retail exposure

approaches to 

ub-class 
ending under su
teria approach (
edium sized co
ates 

reign public sec
evelopment ban

ms 
r entities (exclud
blic sector entitie
mortgages to ind
mortgages to pro
panies 
volving retail 
o individuals 

ess retail 

systems and t

m is a two dime

corporate and b

ating dimension

els to provide ow

t (“LGD”) and ex

                     

127  

ntinued)

sed approac

ts 

e the regulatory

ria approach to

es to individuals

each asset cla

upervisory 
(project finance)
rporates 

ctor entities 
nks 

ding sovereign 
es) 
dividuals 
operty-holding 

the relationshi

ensional rating 

bank portfolios, 

n reflects transa

wn estimated p

xposure at defa

              

ch 

y capital require

o project finance

s and small bus

ss and sub-clas

Capital calcu

)
Supervisory S

FIRB Approac
 
Standardised 
  
  
FIRB Approac
 
Standardised 

Retail IRB Ap
  

  
  
  
Standardised 
Specific Risk-
  

p between inte

system that pro

the obligor ratin

action specific fa

probability of de

ult (“EAD”) for r

ements for mos

e exposures und

iness. The follo

sses of exposu

lation approac
Slotting Criteria A

ch 

(credit risk) App

ch 

(credit risk) App

proach 

(credit risk) App
-weight Approac

ernal ratings an

ovides separate 

ng dimension re

actors that affec

fault (“PD”) for 

retail exposures

st of the corpo

der “specialised

owing is the tab

ures (other than

ch 
Approach 

proach 

proach 

proach 
ch 

nd external rat

 assessment of

reflects exclusiv

ct the loss sever

its corporate, b

s under retail IR

rate and bank 

d lending”. The 

le showing the 

n securitisation 

ings 

f borrower and 

vely the risk of 

rity in the case 

bank and retail 

B approach. 



 

Notes to 

14.  Credit 

14.1 The i

(A) Th

(co

Th

ris

wh

de

 

In 

gro

an

 

Th

gra

su

an

by 

po

ex

ret

co

est

qu

 

the Finan

risk under t

nternal rating s

he structure o

ontinued) 

e Group uses in

k of borrower d

hich borrowers a

rived for RWA c

the process of 

oup connection 

d willingness to

e obligors for c

ades for non-de

pervisory slottin

d one for defau

nature of oblig

oling process p

posures arising

tail exposures a

rporates and b

timates multiplie

antitatively. 

cial statem

the internal 

systems and ri

of internal rati

nternal rating sy

default over a o

are assigned o

calculation. 

obligor rating a

and negative w

o meet with the c

corporate and b

efaulted obligor

ng criteria appro

ulted borrowers 

gors, facility typ

provides the ba

 from residentia

and other retail 

banks are assig

ed by the PD e

 

ments (co

ratings-bas

isk component

ng systems a

ystem to assess

ne-year period.

n the basis of s

assignment, var

warning signals

contractual oblig

bank, and retai

rs with sub-divi

oach for the pro

in accordance w

pes, collateral ty

asis of accurate

al mortgages to 

exposures to i

gned facility ra

stimates produc

                     

128  

ntinued)

sed approac

ts (continued)

and the relatio

s the borrower's

. A borrower cre

specified and d

riables of latest 

of each obligor

gations under d

il PD pools are

isions into 26 m

oject finance ex

with the HKMA 

ypes and delinq

e and consiste

both individuals

individuals and 

atings (in terms

ce the expected

              

ch (continue

onship betwee

s likelihood of d

edit grade mea

istinct set of rat

financial perfor

r are assessed 

ifferent econom

e assigned into 

minor credit gra

xposures, there 

guidance. The 

quency status i

nt estimation fo

s and property-

small business

s of LGD) in a

d loss (“EL”) est

d) 

en internal rat

efault for all IRB

ns a grouping o

ting criteria, fro

rmance, manag

as critical factor

mic conditions. 

eight broad ob

ades and one f

are four grades

estimates for re

nto different PD

or PD, LGD an

holding shell co

s retail exposur

accordance with

timates, which a

tings and ext

B portfolios. PD

of similar credit

om which the av

gement quality, 

rs to predict bo

bligor ratings in

for defaulted o

s for non-defau

etail IRB portfol

D, EAD and LG

nd EAD at the 

ompanies, quali

res. All credit tr

h the HKMA g

are used to ass

ernal ratings 

D estimates the 

t-worthiness to 

verage PD are 

industry risks, 

rrower's ability 

ncluding seven 

bligors. In the 

lted borrowers 

ios are pooled 

GD pools. This 

pool level for 

fying revolving 

ransactions for 

uidance. LGD 

sess credit risk 



 

Notes to 

14.  Credit 

14.1 The i

(A) Th

(co

Fo
 

I

(B) Us

Be

tog

info

the Finan

risk under t

nternal rating s

he structure o

ontinued) 

or each internal 

Internal Credit 
Grades 

1 
2 

3 

4 

5 

6 

7 

8 

se of internal es

esides using PD

gether with the 

ormation, etc., f

cial statem

the internal 

systems and ri

of internal rati

rating, the equiv

Definition of

The obligors 
The obligor's
obligation is 
 

The obligors 
susceptible t
and econom
However, the
on the obliga
 
The obligors 
currently und
However, ad
circumstance
obligor to me
 
The obligors 
vulnerable to
However, the
adverse busi
lead to the o
commitment 

The obligors 
and are vulne
The obligors 
meet its finan
business, fin
the obligor's 
commitment 

The obligors 
currently quit
meet their fin
upon favorab
In the event o
conditions, th
meet its finan
 
Obligors rate
 

stimates 

D estimates for 

LGD and EAD

for the purpose 

 

ments (co

ratings-bas

isk component

ng systems a

valent external r

f Internal Ratin

in grades “1” an
s capacity to me
extremely stron

in grade “3” hav
o the adverse e
ic conditions. 
e obligor's capa
ation is very stro

in grade “4” hav
der adequate pr
verse economic
es are likely to le
eet its financial c

in grade “5” hav
o nonpayment th
ey face major on
iness, financial, 
bligor's inadequ
on the obligatio

in grade “6” hav
erable to nonpa
currently and in

ncial commitme
ancial, or econo
capacity or willi
on the obligatio

in grade “7” hav
te vulnerable to 
nancial commitm
ble business, fin
of adverse busi
hese obligors ar
ncial commitme

ed “8” are in pay

regulatory cap

D estimates in t

of strengthenin

                     

129  

ntinued)

sed approac

ts (continued)

and the relatio

rating in terms o

ngs 

nd “2” have extr
eet its financial c
ng. 

ve low default r
effects of chang

acity to meet its 
ong. 

ve relatively low
rotection.  
c conditions or c
ead to a weake
commitment on 

ve medium defa
han other specu
ngoing uncertai
 or economic co

uate capacity to 
on. 

ve significant to
ayment. 
n the near term
ent on the obliga
omic conditions 
ingness to meet
on. 

ve very high de
 nonpayment. T

ment and obliga
nancial, and eco
ness, financial, 
re not likely to h

ent on the obliga

yment default.

ital calculation 

the credit appro

g the daily man

              

ch (continue

onship betwee

of default risk is

remely low defa
commitment on 

risk but are som
es in circumstan

financial comm

w default risk an

changing 
ned capacity of
the obligation.

ault risk which a
ulative obligors. 
nties or exposu
onditions which 
meet its financ

o very high defa

have the capac
ation but advers

will very likely i
t its financial 

efault risk and ar
The obligors’ ab
tion are depend

onomic condition
or economic 

have the capacit
ation. 

in corporate an

oval, credit mon

nagement on all 

d) 

en internal rat

 as below: 

Stan

ault risk. 
the 

ewhat 
nces 

itment 

nd are 

the 

are less 
 
re to 
could 
ial 

ult risk 

city to 
e 
mpair 

re 
ility to 

dent 
ns. 

ty to 

nd bank exposu

nitoring, reportin

credit related m

tings and ext

ndard & Poor’s
Equivalent 

AAA 
AA+ 
AA 
AA- 
A+ 

A 

A- 

BBB+ 

BBB 

BBB- 

BB+ 

BB 

BB- 

B+ 

B 

B- 

CCC 

CC 

C 

D 

ures, the Group

ng and analysis

matters. 

ernal ratings 

s 

p uses the PD 

s of credit risk 



 

Notes to 

14.  Credit 

14.1 The i

(C) Pro

Fo

co

cre

 

Fo

inc

Th

cre

 

Fo

de

 

Th

ca

 

Up

ha

ha

 

(D) Th

Th

rat

 

All

the

 

the Finan

risk under t

nternal rating s

ocess of mana

or those collate

llateral valuatio

edit risk mitigatio

or the credit ex

clude the guara

e Group takes 

edit exposures a

or retail IRB app

pending on the 

e credit and ma

lculation) used 

p to the date of 

s not used any 

s not used any 

he control mech

e Group has es

ting systems inc

 of IRB risk mod

e Board. 

cial statem

the internal 

systems and ri

aging and reco

erals recognised

on and manage

on as stated in t

xposures adopt

ntees provided 

into account th

and the effective

proach, the effec

nature of the gu

arket risk conce

by the Group ar

report, for capi

other on-balan

recognised cred

hanisms used 

stablished a co

cluding the proc

dels are approv

 

ments (co

ratings-bas

isk component

gnising credit 

d under capital

ment which are

the Banking (Ca

ing FIRB appro

by banks, corp

e credit risk mit

e LGD. 

ct of the credit ri

uarantees and c

entrations within

re under a low le

tal calculation, 

ce sheet or off-

dit derivative co

for internal rat

mprehensive co

esses for using

ved by the Cred

                     

130  

ntinued)

sed approac

ts (continued)

risk mitigation

l management,

e compliant wit

apital) Rules.

oach for capita

porates and sec

tigation effect o

isk mitigation is

collaterals for ca

n the credit risk 

evel. 

except derivativ

-balance sheet 

ontracts for cred

ting systems

ontrol mechanis

 the risk compo

it and Loans Ma

              

ch (continue

n 

 the Group ha

h the operation

al calculation p

urities firms wit

of recognised co

s incorporated in

alculating the ris

mitigation (reco

ves subject to v

recognised nett

dit risk mitigation

sm to ensure th

onents in the day

anagement Com

d) 

as well-defined 

nal requirement

urpose, the rec

h a lower risk w

ollaterals throug

nto the internal r

sk exposures. 

ognised collater

valid bilateral ne

ting for credit ris

n. 

he integrity, acc

y-to-day busine

mmittee and Ris

policies and p

ts for recognise

cognised eligib

weights than the

gh its determina

risk parameters

ral and guarant

etting agreeme

sk mitigation. T

curacy and cons

ess to assess cr

sk Management

procedures for 

ed collateral of 

ble guarantees 

e counterparty. 

ation of the net 

s of PD or LGD 

tees for capital 

nts, the Group 

The Group also 

sistency of the 

edit risk.  

t Committee of 



 

Notes to 

14.  Credit 

14.1 The i

(D) Th

In 

wh

ma

the

fun

of 

su

 

Th

da

by

 

Th

the

 

Ra

ca

of 

a v

ap

ove

 

Th

the

pro

dis

of 

co

 

A m

co

est

an

ma

the Finan

risk under t

nternal rating s

he control mech

order to achiev

hich is independ

aking, a control 

e wholesale (co

nctionally separ

very low credit

bject to the peri

he rating assign

aily credit assess

y units independ

e obligor rating

e obligor, rating 

ating override is

ptured in the ra

downgrades bu

very narrowly p

proval authority

erride reasons a

e performance 

e performance 

ocesses are re

scriminatory pow

the internal rati

ntrol units. The 

model validatio

nducts periodic

tablished by BO

d management

aterially against 

cial statem

the internal 

systems and ri

hanisms used 

ve reasonably 

dent of the sale

mechanism is p

orporate and b

rated from the s

t risk, the cred

iodic post-appro

nment and risk 

sment process,

dent from busine

g is reviewed at

review is trigge

 designed to all

ating models. Fo

ut more restricte

pre-defined list 

y. The internal ra

are analysed by

of internal ratin

and predictive 

eviewed by inde

wer, accuracy a

ing system. Inte

results of the re

n team of BOC

c model validat

OCHK to ensur

t requirements. 

pre-determined

 

ments (co

ratings-bas

isk component

for internal rat

accurate risk ra

es and marketi

put in place to e

bank) credit por

sales and marke

it ratings can b

oval review of ra

quantification p

 the accuracy a

ess developmen

least annually 

ered promptly in 

ow the credit an

or reasons of co

ed for upgrades.

of appropriate 

ating policy sets

y BOCHK as pa

ng system is put

ability of the in

ependent contr

and stability of th

ernal audit revie

eview are report

CHK which is in

tions using both

re the discrimin

Review of a ra

d tolerance limit

                     

131  

ntinued)

sed approac

ts (continued)

ting systems (c

atings assignm

ing units. Since

ensure the integ

rtfolio, internal 

eting units. In s

be assigned an

atings by risk ma

process of retai

and completene

nt function. 

as required by

 accordance wi

nalyst to include

onservatism and

. All upgrades w

reasons. All o

s a trigger point

art of performanc

t under ongoing

nternal rating sy

rol functions. T

he rating system

ews the interna

ted to the Board

dependent from

h qualitative an

atory power, ac

ating model wil

ts. 

              

ch (continue

continued) 

ment, the Group

e internal rating

grity, accuracy a

ratings are no

ome cases whe

nd approved by

anagement unit

l portfolio are h

ss of data input

the Group’s cr

th the Group’s c

e any other rele

d prudential con

will be limited to

overrides need 

 of 10% overrid

ce review on IR

g periodic monit

ystem. The effe

he model main

ms while the va

al rating system 

d and the Mana

m the model de

nd quantitative 

ccuracy and sta

l be triggered if

d) 

 has establishe

g is one of the 

and consistency 

rmally approve

ere the transact

y staff within the

ts. 

highly automate

t for automatic r

redit risk policy. 

credit risk policy

evant credit info

nsiderations, ov

a maximum of 

to be signed o

es on rating cas

RB rating models

toring. The Man

ectiveness of th

ntenance unit c

alidation unit per

and the operat

gement regular

velopment unit 

analysis. Mode

ability of the rat

f the performan

ed a rating app

key inputs to c

y of the rating as

ed by credit off

tions are in sma

e sales and m

ed. As an integ

rating assignme

 When credit e

y. 

ormation that ha

verrides are unli

two sub-grades

off by a higher 

ses. The use of

s. 

nagement period

he internal ratin

conducts asses

rforms compreh

tions of the rela

rly. 

and rating ass

el acceptance 

ting systems m

nce of the mod

proval process 

credit decision 

ssignment. For 

ficers who are 

all amount and 

arketing units, 

ral part of the 

ent are verified 

vents occur to 

s not yet been 

mited in terms 

s supported by 

level of credit 

f overrides and 

dically reviews 

ng system and 

ssment on the 

hensive review 

ated credit risk 

signment units, 

standards are 

meet regulatory 

el deteriorates 



 

Notes to 

14.  Credit 

14.1 The i

(E) Ap

Th

1.1

 

14.2 Expo

The ta

exposu

 

 

 
 
Corpor
Bank 
Retail 

Resi
in
h

Qua
Othe
Sma

Others
 
Total 

 

 

 

 

 
 
Corpor
Bank 
Retail 

Resi
in
h

Qua
Othe
Sma

Others
 
Total 

 

 

 

 

the Finan

risk under t

nternal rating s

pproach for det

e approach in 

15 “Impairment 

osures by IRB c

ables below sho

ures and off-bal

rate 

idential mortgag
ndividuals and p
holding shell com
lifying revolving

er retail to indivi
all business reta
s 

rate 

idential mortgag
ndividuals and p
holding shell com
lifying revolving

er retail to indivi
all business reta
s 

cial statem

the internal 

systems and ri

termining prov

determining pro

of financial asse

calculation app

ow the Group's

ance sheet exp

F

1
1

ges to 
property-
mpanies 
g retail 
duals 

ail 

2

1

ges to 
property-
mpanies 
g retail 
duals 

ail 

2

 

ments (co

ratings-bas

isk component

visions 

ovisions is in lin

ets” to the Finan

proach 

exposures oth

posures) by each

Foundation
IRB

Approach
HK$’000

137,531,530
103,072,641

-
-
-
-
-

240,604,171

Foundation
IRB

Approach
HK$’000

137,287,288
86,657,273

-
-
-
-
-

223,944,561

                     

132  

ntinued)

sed approac

ts (continued)

ne with the Gro

ncial statements

her than securit

h IRB calculatio

Supervisory
Slotting
Criteria

Approach
HK$’000

1,543,915
-

-
-
-
-
-

1,543,915

Supervisory
Slotting
Criteria

Approach
HK$’000

851,200
-

-
-
-
-
-

851,200

              

ch (continue

oup’s accountin

s. 

tisation exposur

on approach. 

2014

Retai
IRB

Approach
HK$’000

-
-

11,742,017
-

8,032,884
2,160,707

-

21,935,608

2013 

Retai
IRB

Approach
HK$’000

-
-

11,570,062
-

6,152,620
2,630,307

-

20,352,989

d) 

g policies. For 

res (including th

l
B
h

Specif
Risk-weig

Approac
0 HK$’00

-
-

7
-
4
7
- 10,188,54

8 10,188,54

l
B
h

Speci
Risk-weig

Approa
0 HK$’00

-
-

2
-
0
7
- 12,746,84

9 12,746,84

details, please

he EAD of on-

fic 
ght 
ch  

To
exposu

00 HK$’0
 

-  139,075,4
-  103,072,6
  

-  11,742,0
-  
-  8,032,8
-  2,160,7

47  10,188,5
  

47  274,272,2
 

ific 
ght 
ach  

T
exposu

00 HK$’0
 

-  138,138,4
-  86,657,2
  

-  11,570,0
-  
-  6,152,6
-  2,630,3

45  12,746,8
  

45  257,895,5
 

e refer to Note 

balance sheet 

otal
res
000

445
641

017
-

884
707
547

241

otal
ures
000

488
273

062
-

620
307
845

595



 

Notes to 

14.  Credit 

14.3 Expo

The ta

approa

 
 

 
Corpo
Bank 
Others

 
 
 

 

14.4 Expo

(A) Ex

The

off-

und

 
 
 
Co
Ba
 
 
 

 

(B) Ex

The

net

Ru

 
 
 
Co
Ba
 
 
 

 

the Finan

risk under t

osures subject 

able below sho

ach (including th

orate 

s 

osures covered

xposures cover

e table below s

-balance sheet 

der the Banking

orporate 
ank 

xposures cover

e table below s

tting) which are

ules. These expo

orporate 
ank 

cial statem

the internal 

to supervisory

ows the total E

he specialised le

d by credit risk 

red by recognis

hows the Group

recognised net

g (Capital) Rules

red by recognis

shows the Grou

e covered by rec

osures exclude 

 

ments (co

ratings-bas

y estimates und

AD of the Gro

ending subject t

mitigation use

sed collateral

p's exposures u

tting) which are 

s. These exposu

sed guarantee

up's exposures 

cognised guara

securities finan

                     

133  

ntinued)

sed approac

der the IRB ap

oup's exposures

to the superviso

ed 

under the use of

 covered by rec

ures exclude se

s 

(after the effec

ntees after the 

ncing transaction

              

ch (continue

proach 

s subject to su

ory slotting criter

 
 1
 1
 
 
 2
 

f FIRB approach

cognised collate

ecurities financin

 
 
 
 
 
 

ct of any on-bal

application of h

ns and derivativ

 
 
 
 
 
 

d) 

upervisory estim

ria approach). 

2014
HK$’000

139,075,445
103,072,641

10,188,547

252,336,633

h (after the effec

eral after the ap

ng transactions 

2014
HK$’000

29,599,424
3,254

29,602,678

ance sheet or o

haircuts required

ve contracts. 

2014
HK$’000

29,330,207
7,893,668

37,223,875

mates under th

 
 HK
 
 138,13
 86,65
 12,74
 
 237,54
 

ct of any on-ba

pplication of hai

and derivative 

 
 HK
 
 28,00
 
 
 28,00
 

off-balance she

d under the Ban

 
 HK
 
 27,28
 5,17
 
 32,45
 

he use of IRB 

2013
K$’000

38,488
57,273
46,845

42,606

lance sheet or 

ircuts required 

contracts. 

2013
K$’000

07,658
452

08,110

eet recognised 

nking (Capital) 

2013
K$’000

80,949
73,810

54,759



 

Notes to 

14.  Credit 

14.5 Risk 

The ta

exposu

 

The EA

collate

 

(A) Co

 

Int
 
 
Gr
Gr
Gr
Gr
Gr
Gr
Gr
Gr
 
 
 

 

 

Int
 
 
Gr
Gr
Gr
Gr
Gr
Gr
Gr
Gr
 
 
 

 

 

 

the Finan

risk under t

assessment fo

bles below deta

ure-weighted av

AD and PD disc

eral, recognised 

orporate expos

ternal Credit G

rade 1 
rade 2 
rade 3 
rade 4 
rade 5 
rade 6 
rade 7 
rade 8 / Default 

ternal Credit G

rade 1 
rade 2 
rade 3 
rade 4 
rade 5 
rade 6 
rade 7 
rade 8 / Default 

cial statem

the internal 

or corporate an

ail the Group’s t

verage PD for e

closed below in 

netting and rec

ures (other tha

rades 

rades 

 

ments (co

ratings-bas

nd bank exposu

otal EAD of cor

ach obligor grad

respect of corp

cognised guaran

an specialised 

                     

134  

ntinued)

sed approac

ures under IRB

rporate and ban

de as at 31 Dec

orate and bank

ntees. The Grou

lending under

E
a

18
34
67
15

137

E
a

1
18
27
61
28

137

              

ch (continue

B approach  

k exposures by

cember. 

exposures hav

up did not have

r supervisory s

Exposure
at default
HK$’000

-
308,114

8,733,272
4,181,018
7,372,190
5,926,506

67,764
942,666

7,531,530

Exposure
at default
HK$’000

-
,069,155

8,189,567
7,793,369

,570,944
8,140,949

108,677
414,627

7,287,288

d) 

y exposure-weig

e taken into acc

any recognised

slotting criteria

2014
Exposure- 

weighted 
average 

risk-weight 
% 

 
0.00 

23.37 
23.45 
40.24 
72.01 

121.46 
171.14 

62.15 
 
 
 

2013 
Exposure- 

weighted 
average risk-

weight 
% 

 
0.00 

18.47 
24.17 
44.33 
72.90 

115.44 
215.78 
113.42 

 
 
 

ghted average ri

count the effect

d credit derivativ

a approach)  

 

Exposur
weight

average P
 
 

0.
0.
0.
0.
1.
5.

20.
100.

 

 

Exposu
weight

average P
 
 

0.
0.
0.
0.
1.
4.

31.
100.

 

isk-weight and 

of recognised 

ve contracts. 

re-
ted 
PD
%

00
04
07
24
13
18
40
00

re-
ted 
PD
%

00
03
07
24
09
50
20
00



 

Notes to 

14.  Credit 

14.5 Risk 

(B) Co

 

Su
 
 
Str
Go
Sa
We
De
 
 
 

 

Th

Ba

 

(C) Ba

 

Int
 
 
Gr
Gr
Gr
Gr
Gr
Gr
Gr
Gr
 
 
 

 

 

Int
 
 
Gr
Gr
Gr
Gr
Gr
Gr
Gr
Gr
 
 
 

 

 

the Finan

risk under t

assessment fo

orporate expos

upervisory Rati

rong 
ood 
atisfactory 
eak 
efault 

e supervisory ra

anking (Capital) 

ank exposures 

ternal Credit G

rade 1 
rade 2 
rade 3 
rade 4 
rade 5 
rade 6 
rade 7 
rade 8 / Default 

ternal Credit G

rade 1 
rade 2 
rade 3 
rade 4 
rade 5 
rade 6 
rade 7 
rade 8 / Default 

cial statem

the internal 

or corporate an

ures (specialis

ing Grades 

ating grades an

Rules. 

rades 

rades 

 

ments (co

ratings-bas

nd bank exposu

sed lending un

d risk-weights o

                     

135  

ntinued)

sed approac

ures under IRB

nder supervisor

2014

Exposure
at default
HK$’000

505,694
312,252
725,969

-
-

1,543,915

of specialised le

E
a

9
49
38

6

103

E
a

6
39
36

4

86

              

ch (continue

B approach (co

ry slotting crite

Exposure-
weighted

average
risk-weight

%

60.17
86.96

115.00
0.00
0.00

ending are deter

Exposure
at default
HK$’000

-
9,809,605
9,085,042
8,122,386
6,055,608

-
-
-

3,072,641

Exposure
at default
HK$’000

-
6,419,624
9,500,694
6,515,469
4,221,486

-
-
-

6,657,273

d) 

ontinued) 

eria approach) 

Exposu
at defau
HK$’00

171,26

679,93

851,20

rmined in accord

2014
Exposure-

weighted 
average 

risk-weight 
% 

 
0.00 

22.95 
31.00 
58.62 
75.57 

0.00 
0.00 
0.00 

 
 
 

2013 
Exposure-

weighted 
average risk-

weight 
% 

 
0.00 

23.37 
31.72 
58.83 
79.36 

0.00 
0.00 
0.00 

 
 
 

 

2013 

ure 
ult 

Expo
wei
av

risk-w
00 

 
62 

- 
38 1

- 
- 
 

00 
 

dance with sect

 

Exposur
weight

average P
 
 
 0.
 0.
 0.
 0.
 0.
 0.
 0.
 0.
 
 
 

 

Exposu
weight

average P
 
 
 0.
 0.
 0.
 0.
 0.
 0.
 0.
 0.
 
 
 

osure-
ighted

verage
weight

%

70.00
0.00

15.00
0.00
0.00

tion 158 of the 

re-
ted 
PD
%

00
04
07
24
75
00
00
00

re-
ted 
PD
%

00
04
07
24
68
00
00
00



 

Notes to 

14.  Credit 

14.6 Risk 

The ta

Decem

 

Reside

 
 
 

Up to 1
>1% 
Defaul
 
 

 

 

Qualify

 
 
 

Up to 1
>10% 
Defaul
 
 

 

 

Other 

 
 
 

Up to 2
>2% 
Defaul
 
 

 

 

Small 

 
 
 

Up to 1
>1% 
Defaul
 
 

 

 

the Finan

risk under t

assessment fo

ables below sho

mber. 

ential mortgag

1% 

lt 

fying revolving

10% 

lt 

retail to individ

2% 

lt 

business retai

1% 

lt 

cial statem

the internal 

or retail exposu

ow breakdown o

es 

 retail 

duals 

il 

 

ments (co

ratings-bas

ures under IRB

of retail exposu

                     

136  

ntinued)

sed approac

B approach 

ures on a pool b

              

ch (continue

basis by expect

1

1

 

 

 

 

d) 

ted loss percen

2014  
HK$’000  

 

1,697,637  

36,464  
7,916  

 
1,742,017  

 

2014  
HK$’000  

 

-  

-  
-  

 
-  

 

2014  
HK$’000  

 

7,919,599  

110,794  
2,491  

 
8,032,884  

 

2014  
HK$’000  

 

2,078,789  

46,372  
35,546  

 
2,160,707  

 

ntage (EL%) ran

20
HK$’0

11,506,5
59,

4,4

11,570,0

20
HK$’0

20
HK$’0

6,038,3
111,9

2,2

6,152,6

20
HK$’0

2,547,7
52,3
30,

2,630,3

nge as at 31 

013
000

539
100
423

062

013
000

-
-
-

-

013
000

363
983
274

620

013
000

797
392
118

307



 

Notes to 

14.  Credit 

14.7 Analy

The ta

write-o

based 

 
 
 
Corpo
Bank 
Reside
comp

Qualify
Other 
Small 
 
 
 

 

Increa

classif

 

The ta

incurre

 

 
 
Corpo
Bank 
Reside
comp

Qualify
Other 
Small 
 
 
 

 

The ta

 
 
 
Corpo
Bank 
Reside
Qualif
Other 
Small 
 

 

the Finan

risk under t

ysis of actual l

able below show

offs and individu

approach for th

orate 

ential mortgage
panies 
ying revolving re
retail to individu
business retail 

se in the loan 

fied or impaired 

able below show

ed arising from t

orate 

ential mortgage
panies 
ying revolving re
retail to individu
business retail 

ables below set 

orate 

ential mortgage
fying revolving r
retail to individu
business retail 

cial statem

the internal 

oss and estim

ws the actual los

ually assessed 

he year. 

es to individuals 

etail 
uals 
 

impairment ch

loans in 2014. 

ws the expecte

the potential de

es to individuals 

etail 
uals 
 

out the actual d

es to individuals 
retail 
uals 
 

 

ments (co

ratings-bas

ates  

sses broken do

impairment allo

and property-ho

harge of corpor

ed loss broken 

fault of the oblig

and property-ho

efault rate com

and property-h

                     

137  

ntinued)

sed approac

own by class of 

owances) made

olding shell 

rate exposures 

down by class

gors in respect o

olding shell 

pared against th

olding shell com

              

ch (continue

risk exposure, 

e by each clas

 
 
 
 

 
 
 
 
 
 

was mainly du

 of risk exposu

of the exposure

Ex
at 3

 
 
 
 

 
 
 
 
 
 

he estimated PD

mpanies 

d) 

which represen

s of exposures

2014  
HK$’000  

  
811,457  

-  

3,653  
-  

5,750  
4,056  

  
824,916  

  

ue to the incre

ure, which is the

e over a one-yea

xpected loss 
1 December 

2013 
  

HK$’000  
  

1,046,174  
64,038  

6,249  
-  

25,832  
19,598  

  
1,161,891  

  

D of the respect

Actual defau
rate during 201

1.1
0.0
0.0
0.0
0.1
0.9

nt the net charg

s under the inte

2
HK$

195,

1,

13,

210,

ease in the am

e estimated los

ar period. 

Expected lo
at 31 Decemb

20
(Restate

HK$’0

1,061,7
40,0

5,1

11,7
10,5

1,129,2

tive portfolio. 

ult 
14  

Estima
at 31 Dec

%  
  

12  
00  
04  
00  
10  
96  

  

es (including 

ernal ratings-

2013
’000

,492
-

,166
-

698
,260

,616

mount of new 

ss likely to be 

ss
ber
012
ed)
000

792
003

62
-

775
535

267

ated PD
cember

2013
%

2.01
0.26
0.57
0.00
0.79
1.42



 

Notes to 

14.  Credit 

14.7 Analy

 
 
 
Corpo
Bank 
Reside
Other 
Small 
 

 

It shou

with re

mainly

econo

direct a

the ne

accoun

 

The ac

retail e

an eco

 

Hence

is the “

 

The es

 

the Finan

risk under t

ysis of actual l

orate 

ential mortgage
retail to individu
business retail 

uld be noted th

elevant regulato

y from the funda

mic loss arising

and indirect cos

et charge of ind

nting standards

ctual default ra

exposures) defa

onomic cycle an

e, actual default 

“through-the-cy

stimated probab

cial statem

the internal 

loss and estim

es to individuals 
uals 
 

at expected los

ory and accoun

amental differen

g from the poten

sts associated w

dividually asses

.  

te is measured

aulted whereas t

nd is the estimat

rate in a partic

cle” estimates a

bility of default is

 

ments (co

ratings-bas

ates (continue

and property-h

ss and actual lo

nting standards

nces in the defin

ntial default of th

with the recover

sed impairment

d by using the n

the estimated p

ted one-year for

ular year (“point

as economies m

s more conserva

                     

138  

ntinued)

sed approac

ed) 

olding shell com

oss are measur

s, which therefo

nition of “loss”. T

he obligor by ta

ries on the credi

t allowances an

number of oblig

probability of def

rward-looking P

t-in-time”) will ty

move above or b

ative than the a

              

ch (continue

mpanies 

red and calcula

ore may not be

The expected lo

king into accou

it exposures du

nd write-offs ma

gors (for wholes

fault is an estim

PD from the date

ypically differ fro

below the cyclica

actual default rat

d) 

Actual defau
rate during 201

0.6
0.0
0.0
0.0
1.4

ted using differ

e directly comp

oss under Base

nt the time valu

ring the workou

ade during the 

sale exposures

mate of the long 

e of rating assig

om the estimate

al norms. 

te for all asset c

ult 
13  

Estima
at 31 De

%  
  

62  
00  
02  
07  
44  

  

rent methodolog

parable. The lim

el Accord which

ue of money and

ut process, while

year in accord

s) or number of 

run average de

gnment. 

ed probability of

classes. 

ated PD
cember

2012
%

2.03
0.19
0.53
0.73
1.51

gies compliant 

mitation arises 

estimates the 

d including the 

e actual loss is 

dance with the 

accounts (for 

efault rate over 

f default which 



 

Notes to 

15.  Credit 

15.1 Use o

The G

credit 

exposu

- Sove

- Publ

- Multi

 

The G

Bankin

 

 

15.2 Cred

For cre

and eq

treatm

Bankin

the gu

ECAI 

counte

 

Beside

 

the Finan

risk under t

of ratings from

roup continues 

exposures tha

ures: 

ereign 

ic sector entity 

ilateral developm

Group performs 

ng (Capital) Rule

dit risk mitigatio

edit exposures 

quities for non-

ent of recognis

ng (Capital) Rul

arantees given 

issuer ratings 

erparty.  

es, the recognis

cial statem

the standard

m External Cred

to adopt STC a

t was approved

ment bank 

the ECAI issu

es. The ECAIs r

on 

adopting STC a

-past due expos

ed collateral is 

les. For credit e

by sovereigns, 

both exempte

sed netting for c

 

ments (co

dised (credi

dit Assessmen

approach based

d by HKMA to

er ratings map

recognised by th

approach, the m

sures. In additio

compliant with 

exposures unde

public sector en

d from FIRB a

redit risk mitigat

                     

139  

ntinued)

t risk) appro

t Institutions (

d on external cr

o be exempted 

ping to its exp

he Group includ

main types of re

on, real estate 

the comprehen

er STC approac

ntities, multilate

approach for c

tion includes de

              

oach 

“ECAI”) 

redit rating to de

from FIRB ap

osures in bank

de Standard & P

ecognised colla

collateral is als

nsive approach 

h, the recognise

eral developmen

credit exposure

erivatives subjec

etermine the risk

proach and the

king book in ac

Poor’s, Moody’s

terals include c

so recognised f

for credit risk m

ed guarantees f

nt banks, or ban

es, that have l

ct to valid bilate

k weight of the 

e following ass

ccordance with 

s and Fitch. 

cash deposits, d

for past due ex

mitigation as me

for capital calcu

nks and those c

lower risk weig

ral netting agree

small residual 

set classes of 

Part 4 of the 

debt securities 

xposures. The 

entioned in the 

ulation include 

orporates with 

ghts than the 

ements. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes to 

15.  Credit 

15.3 Cred

 

 

 

 

 

On-balance sh

Sovereigns 

Public sector

Multilateral d
banks 

Banks 

Securities fir

Corporates 

Cash items 

Regulatory re

Residential m

Other exposu
past due 

Past due exp

 

Total for on-ba
exposures 

 

Off-balance sh

Off-balance s
other than 
transaction
contracts 

Securities fin
transaction
contracts 

 

Total for off-ba
exposures 

 

Total for non-s
exposures 

 

Exposures tha
at 1,250% 

 

 

 

 

the Finan

risk under t

it risk exposur

heet exposures 

r entities 

development 

ms 

etail 

mortgage loans 

ures which are no

posures 

alance sheet 

heet exposures 

sheet exposures 
securities financin

ns and derivative 

nancing 
ns and derivative 

alance sheet 

securitisation 

t are risk-weighted

cial statem

the standard

res other than s

Tota

 Exposures

HK$’000

32,454,627
419,432

330,293
6,267,904

-
8,490,939

264
2,381,688

11,197,935
ot 

602,837
67,216

62,213,135

ng 

366,704

9,781

376,485

62,589,620

d 
-

 

ments (co

dised (credi

securitisation 

l 

s 

 Exposure

 Rated

0  HK$’000

  

  

7  32,481,294
2  395,107

3  330,293
4  161,088
-  -
9  -
4  -
8  -
5  -

7  -
6  -

  

5  33,367,782
  

  

4  25,570

1  -
  

5  25,570
  

0  33,393,352

  

-  

  

                     

140  

ntinued)

t risk) appro

exposures und

es after CRM* 

d Unrated

0 HK$’000

4 -
7 -

3 -
8 6,106,816
- -
- 8,428,030
- 264
- 2,334,894
- 11,195,593

- 444,236
- 67,216

2 28,577,049

0 341,134

- 9,781

0 350,915

2 28,927,964

              

oach (contin

der the standar

2014 

Risk-weig

d Rated

0 HK$’000

- 136,437
- 27,978

- -
6 33,183
- -
0 -
4 -
4 -
3 -

6 -
6 -

9 197,598

4 5,114

1 -

5 5,114

4 202,712

nued) 

rdised (credit r

ghted amount 

d Unrated

0 HK$’000

7 -
8 -

- -
3 1,258,144
- -
- 8,428,030
- -
- 1,751,171
- 5,597,797

- 561,191
- 94,353

8 17,690,686

4 314,349

- 7,714

4 322,063

2 18,012,749

risk) approach

 

Tota
 exposures
covered by
recognised

collaterad  

0  HK$’000

  

  

-  

-  

-  

4  

-  

0  62,909
-  

1  46,794
7  

1  158,601
3  12,943

  

6  281,247
  

  

9  

4  

  

3  

  

9  281,247

  

  

  

 

al 
s 
y 
d 
al 

Tota
 exposure
covered b
recognised
guarantee

0 HK$’00

 

 

- 
- 26,667

- 
- 
- 
9 

- 
4 

- 2,342

1 

3 

 

7 29,009
 

 

- 4,759

- 
 

- 4,759
 

7 33,768

 

 

 

al
s
y
d
s
0

-
7

-
-
-
-
-
-
2

-
-

9

9

-

9

8



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes to 

15.  Credit 

15.3 Cred

 

 

 

 

 

On-balance sh

Sovereigns 

Public sector

Multilateral d
banks 

Banks 

Corporates 

Cash items 

Regulatory re

Residential m

Other exposu
past due 

Past due exp

 

Total for on-ba
exposures 

 

Off-balance sh

Off-balance s
other than 
transaction
contracts 

Securities fin
transaction
contracts 

 

Total for off-ba
exposures 

 

Total for non-s
exposures 

 

Exposures tha
at 1,250% 

 

 

* Recognised cre

 

the Finan

risk under t

it risk exposur

heet exposures 

r entities 

development 

etail 

mortgage loans 

ures which are no

posures 

alance sheet 

heet exposures 

sheet exposures 
securities financin

ns and derivative 

nancing 
ns and derivative 

alance sheet 

securitisation 

t are risk-weighted

edit risk mitigation

cial statem

the standard

res other than s

Tota

 Exposures

HK$’000

27,595,960
664,230

324,836
143,969

6,757,537
599

1,819,295
8,537,942

ot 
695,770

33,467

46,573,605

ng 

625,438

29,638

655,076

47,228,681

d 
-

n satisfying the req

 

ments (co

dised (credi

securitisation e

l 

s 

 Exposure

 Rated

0  HK$’000

  

  

0  27,622,626
0  638,986

6  324,836
9  143,969
7  116,331
9  -
5  -
2  -

0  -
7  -

  

5  28,846,748
  

  

8  429,175

8  -
  

6  429,175
  

  29,275,923

  

-  

  

quirements and co

                     

141  

ntinued)

t risk) appro

exposures und

es after CRM* 

d Unrated

0 HK$’000

6 -
6 -

6 -
9 -
1 6,631,485
- 599
- 1,755,612
- 8,536,519

- 589,761
- 33,467

8 17,547,443

5 196,264

- 29,639

5 225,903

3 17,773,346

onditions set out in

              

oach (contin

der the standar

2013 

Risk-weig

d Rated

0 HK$’000

- 102,605
- 56,253

- -
- 29,976
5 116,331
9 -
2 -
9 -

1 -
7 -

3 305,165

4 224,736

9 -

3 224,736

6 529,901

n the Banking (Ca

nued) 

rdised (credit r

ghted amount 

d Unrated

0 HK$’000

5 -
3 -

- -
6 -
1 6,631,485
- -
- 1,316,709
- 4,268,259

- 689,706
- 35,200

5 12,941,359

6 167,817

- 23,350

6 191,167

1 13,132,526

apital) Rules. 

risk) approach 

 

Tota
 exposures
covered by
recognised

collaterad  

0  HK$’000

  

  

-  

-  

-  

-  

5  9,721
-  

9  63,683
9  

6  106,010
0  30,000

  

9  209,414
  

  

7  

0  

  

7  

  

6  209,414

  

  

  

(continued)

al 
s 
y 
d 
al 

Tota
 exposure
covered b
recognise
guarantee

0 HK$’00

 

 

- 
- 26,667

- 
- 
1 

- 
3 

- 1,423

0 

0 

 

4 28,090
 

 

- 5,17

- 
 

- 5,17
 

4 33,26

 

 

 

al
es
by
d

es
0

-
7

-
-
-
-
-
3

-
-

0

1

-

1

1



 

Notes to 

16.  Counte

The Group

banking bo

establishe

transaction

in both the

current ex

and monito

 

Credit equ

capital req

amount, w

is calculate

method to 

 

The Group

financing t

 

The Group

there is ob

and regula

 

In controll

credit expo

not allowe

exposed to

 

the Finan

erparty cred

p’s counterparty

ook is subject to

s credit limit th

ns and settleme

e trading book a

xposure and the

ored by risk ma

uivalent amount 

quirements. Cur

which comprises

ed under the FI

calculate the re

p establishes p

transactions.  

p formulates po

bjective evidenc

atory requireme

ing and monito

osures driven b

ed and monitori

o potential gene

cial statem

dit risk-relate

y credit risk ari

o the same risk

rough formal cr

ent limit to contr

and banking bo

e potential expo

nagement unit. 

and capital cha

rrently, the Gro

s current exposu

IRB/STC approa

elevant counterp

prudent eligibilit

olicy for classific

ce that an impai

nts.  

oring of wrong-w

y mark-to-mark

ng measures h

eral wrong-way 

 

ments (co

ed exposure

ising from deriv

k management f

redit approval p

ol the settlemen

ook. The Group 

osure value of t

  

arge for the rele

up has adopted

ures and potent

ach. In addition

party CVA capit

y criteria and h

cation of credit a

rment loss has 

way risk (risk o

et value of the u

have been form

risk. 

                     

142  

ntinued)

es 

vative contracts

framework as m

procedures to c

nt risk arising fro

 monitors the ri

the transactions

evant counterpa

d the Current E

tial future expo

n, the Group has

tal charge. 

haircut policy o

assets accordin

been incurred, 

of existence of p

underlying trans

mulated for thos

              

s and securities

mentioned in No

control the pre-s

om foreign exch

isk exposure du

s. Exceptions o

rty credit expos

Exposure Metho

sures. The rele

s adopted stand

f debt securitie

ng to the PD of 

impairment allo

positive correla

sactions), speci

se counterpartie

s financing tran

ote 2 to the Fina

settlement cred

hange-related tr

ue to fluctuation

or excesses are

sures are determ

od to measure t

vant counterpa

dardised credit 

es being pledge

counterparties 

owance will be p

tion between th

fic wrong-way r

es identified by 

nsactions both i

ancial statemen

dit risk arising fr

ransactions for 

ns in the marke

e timely and clo

mined following 

the relevant cre

rty default risk 

valuation adjus

ed as collateral

and the period 

provided accord

he PD of a cou

risk transactions

stress testing 

in trading and 

nts. The Group 

rom derivative 

counterparties 

et by using the 

osely identified 

the regulatory 

edit equivalent 

capital charge 

stment (“CVA”) 

 for securities 

of overdue. If 

ding to HKFRS 

unterparty and 

s are generally 

that would be 



 

Notes to 

16.  Counte

16.1 Coun

The fo

and de

agreem

 

 

 
 
Gross 

 
Defau

val
 
Less: V

- de
- ot

 
Defau

val
of r

 
Defau

type 
Cor
Ban

 
 

 
Risk-w

type 
Cor
Ban

 
 

 
 

 

 

 

the Finan

erparty cred

nterparty credit

llowing table su

erivative contra

ments on these 

total positive fa

lt risk exposure
lid bilateral netti

Value of recogn
ebt securities 
thers 

lt risk exposure
lid bilateral netti
recognised colla

lt risk exposure

rporate 
nk 

weighted amoun

rporate 
nk 

cial statem

dit risk-relate

t risk exposure

ummarises the G

acts calculated 

exposures. 

air value 

es after the effec
ing agreements

nised collateral 

s after the effec
ing agreements
ateral 

s by counterpar

nts by counterpa

 

ments (co

ed exposure

es under the in

Group’s exposu

using the Curr

S
f

tran

ct of 
 2

(2

ct of 
net 

rty 

2

2

arty 

                     

143  

ntinued)

es (continue

nternal ratings-

ures to counterp

rent Exposure 

2014
Securities 
financing 
nsactions

HK$’000

2,763,929

-
,061,803)

702,126

-
2,763,929

2,763,929

-
291,016

291,016

              

ed) 

-based approac

party credit risk a

Method. There

Derivative 
contracts

HK$’000

86,822

418,634

-
-

418,634

102,812
315,822

418,634

111,619
101,312

212,931

ch 

arising from sec

 is no effect o

Securitie
financin

transaction
HK$’00

1,282,67

(1,262,875

19,79

1,282,67

1,282,67

5,30

5,30

curities financin

of valid cross-p

2013 
es 
ng 
ns 

Der
co

00 H
 
 1

 

71 4
 
 

- 
5) 

 

96 4

 

 
- 1

71 3
 

71 4

 

 
- 1

04 1
 

04 2

 
 

g transactions 

roduct netting 

rivative 
ontracts
K$’000

07,654

76,445

-
-

76,445

38,480
37,965

76,445

84,443
13,139

97,582



 

Notes to 

16.  Counte

16.2 Coun

The fo

using t

 

 

 
 
Gross 

 
Defau

val
 
Less: V

- de
- ot

 
Defau

val
of r

 
Defau

type 
Sov
Pub
Cor
Reg
Oth

d
Pas

 
 

 
Risk-w

type 
Sov
Pub
Cor
Reg
Oth

d
Pas

 
 

 
 

the Finan

erparty cred

nterparty credit

ollowing table su

the Current Exp

total positive fa

lt risk exposure
lid bilateral netti

Value of recogn
ebt securities 
thers 

lt risk exposure
lid bilateral netti
recognised colla

lt risk exposure

vereigns 
blic sector entiti
rporates 
gulatory retail 
her exposures w
due 
st due exposure

weighted amoun

vereigns 
blic sector entiti
rporates 
gulatory retail 
her exposures w
due 
st due exposure

cial statem

dit risk-relate

t risk exposure

ummarises the 

posure Method. 

air value 

es after the effec
ing agreements

nised collateral 

s after the effec
ing agreements
ateral 

s by counterpar

es 

which are not pa

es 

nts by counterpa

es 

which are not pa

es 

 

ments (co

ed exposure

es under the st

Group’s exposu

There is no effe

Se
f

tran

ct of 
 

ct of 
net 

rty 

ast 

arty 

ast 

                     

144  

ntinued)

es (continue

tandardised (c

ures to counter

ect of valid cros

2014
ecurities 
financing 
nsactions

HK$’000

-

-
-

-

-
-
-
-

-
-

-

-
-
-
-

-
-

-

              

ed) 

redit risk) appr

party credit risk

s-product nettin

Derivative 
contracts

HK$’000

352,250

9,781

-
-

9,781

-
-

1,488
8,265

28
-

9,781

-
-

1,488
6,198

28
-

7,714

roach 

k arising from de

ng agreements o

Securities
financin

transaction
HK$’00

erivative contra

on these expos

2013 
s  

ng 
ns  

Der
co

00 H
 

 

 

- 
 
 

- 
- 
 

- 

 

 
- 
- 
- 
- 

- 
- 
 

- 

 

 
- 
- 
- 
- 

- 
- 
 

- 

 
 

acts calculated 

ures. 

rivative 
ntracts
K$’000

25,593

29,639

-
-

29,639

-
-

4,484
25,155

-
-

29,639

-
-

4,484
18,866

-
-

23,350



 

Notes to 

17.  Assets

There was

 

18. Capital 

Under the s
Foreign e
Interest r
 - non-se
Commod
Equity ex

 
Under the i

General f
 
Capital cha
 

 

the Finan

s securitisat

s no assets secu

charge for 

standardised (m
exchange expos
rate exposures  
ecuritisation exp
dity exposures  
xposures 

nternal models 
foreign exchang

arge for market r

cial statem

tion 

uritisation for wh

market risk 

market risk) appr
sures (net) 

posure 

approach 
ge and interest 

risk 

 

ments (co

hich the Group i

 

roach 

rate exposures

                     

145  

ntinued)

is an investing i

              

nstitution at 31 

 
 
 
 
 
 
 
 
 
 
 
 

December 2014

2014 
HK$’000 

 
- 
 

- 
- 
- 
 
 

45,648 
 

45,648 
 

4 (2013: Nil). 

 2
 HK$
 
 
 
 
 
 
 
 
 77
 
 77
 

2013
’000

-

10
-
-

,199

,209



 

Notes to 

18. Capital 

Market risk

charge for 

calculated u

 

 
 

IMM VAR f

 

IMM VAR f

 

IMM VAR f

 

Stressed V

 

Stressed V

 

Stressed V

 

 

Note: 

1. IMM VAR 

holding pe

data from a

the Finan

charge for 

k regulatory cap

stressed VAR.

under the IMM a

for foreign excha

for foreign excha

for interest rate 

VAR for foreign e

VAR for foreign e

VAR for interest 

and stressed VAR

eriod. The stresse

a continuous 12-m

cial statem

market risk 

pital charge is 

 The following 

approach of the

ange and intere

ange risk 

risk 

exchange and in

exchange risk 

rate risk 

R measures used

d VAR uses the s

month period of sig

 

ments (co

(continued)

calculated unde

table sets out 

 Group. 

est rate risk 

nterest rate risk

 for market risk re

same methodolog

gnificant financial 

                     

146  

ntinued)

) 

er the Banking

the IMM VAR 

Year

2014

2013

2014

2013

2014

2013

k 2014

2013

2014

2013

2014

2013

egulatory capital p

gy as the VAR mo

stress relevant to

              

 (Capital) (Ame

and stressed 

At 31 

December f

HK$’000

1,868

3,479

1,597

3,634

765

1,658

8,825

14,085

1,957

8,216

8,273

10,102

purposes are calcu

odel and is gener

o the Group’s portf

endment) Rules

VAR1 for the g

Minimum 

for the year f

HK$’000

1,868

3,479

1,597

3,634

652

274

7,683

7,651

1,957

5,708

3,532

2,170

ulated to a 99% c

rated with inputs c

folio. 

s 2011 to incor

general market 

Maximum 

for the year f

HK$’000 
 

4,120 

7,502 

4,156 

7,552 

2,554 

1,688 

33,097 

31,968 

8,098 

9,207 

31,258 

25,053 

confidence level a

calibrated to the h

rporate capital 

risk exposure 

Average 

for the year

HK$’000

3,064

5,730

3,094

5,641

1,956

739

16,191

14,556

7,193

7,716

14,119

8,719

nd use a 10-day 

historical market 



 

Notes to 

18. Capital 

The graph b

 

 

 
There was 

-4,000 

-2,000 

0

2,000

4,000

6,000

8,000

10,000

12,000

1/

HKD '000

the Finan

charge for 

below shows th

no actual loss e

/2 1/23 2/18

0

cial statem

market risk 

e regulatory ba

exceeding the V

3/11 4/3

Actual Reve

 

ments (co

(continued)

ck-testing result

VAR for the Grou

Daily Bac

4/25 5/20 6

enues

                     

147  

ntinued)

) 

t of the Group’s

up as shown in 

ck Testing in 20

6/10 7/3 7/2

VAR

              

s market risk und

the back-testing

013

24 8/15 9/5

der IMM approa

g results. 

9/27 10/22

ach. 

11/12 12/3 12

 

 

2/24



 

Notes to 

19. Capital 
 
 

 
 
Capital cha

 

 

The Group 

 

20. Equity e

Equity hold

acquisition.

for other pu

basis, but w

balance she

 

For equity 

methodolog

are outlined

made subse

accordance

 

Gains or los

 
 

 
 
Realised 

 
Unrealise

but not t

 
 

 

 

 

the Finan

charge for 

arge for operatio

uses the stand

exposures i

dings in other e

 The classificat

urposes (includ

which do not co

eet as “Investm

exposures in b

gies as detailed

d in Note 3.1 “

equently such t

e with the Group

sses related to 

gains from sale

ed gains on reva
through income

cial statem

operational

onal risk 

ardised (operat

in banking b

entities are acco

ions for equity h

ing capital app

mprise investm

ent in securities

anking book ot

d in the Notes 1

“Financial instru

that an investee

p’s accounting p

equity exposure

es 

aluation recogni
e statement 

 

ments (co

risk 

ional risk) appro

book  

ounted for in a

holdings taken f

reciation). Inves

ents in subsidia

s”. 

ther than subsid

.9(4), 1.12, 1.1

uments measure

e becomes an a

policies. 

es are summaris

sed in reserves

                     

148  

ntinued)

oach to calculat

ccordance with

for relationship 

stments in equ

aries, are classif

diaries, the Gro

3 and 1.15 to t

red at fair value

associate, joint v

sed below: 

s 

              

te its operationa

h the underlying

and strategic pu

ity shares whic

fied as available

oup applies the 

the Financial st

e” to the Financ

venture or subs

201

HK$’00

900,40

al risk capital cha

g intentions of h

urposes will be 

h are intended 

e-for-sale secur

same accounti

atements, furth

cial statements

idiary, then the 

20

HK$’0

64,5

  
14  

00  H
  

08  7

  

arge. 

holdings at the

separated from

to be held on 

rities and are re

ing treatment a

her details on th

. If additional i

investment is re

  
014  

000  
  

-  

  
  

576  

  
  
  

2013

HK$’000

775,167

inception of 

m those taken 

a continuing 

eported in the 

and valuation 

heir valuation 

nvestment is 

eclassified in 

2013

HK$’000

-

52,775



 

Corporat

The Group str

Incorporated A

 

Board of D

The Board is r

It currently co

Directors, whil

executive Dire

meetings were

for formulating

the Group’s pe

focus its atten

the Board has 

 

Executive C

The Executive

during the adjo

-  approving p

plans appro

-  reviewing th

-  recommend

-  approving 

company. 

The members 

were Executive

 

e Governa

rives to achieve

Authorised Instit

irectors and

responsible for s

mprises seven 

le the remainin

ectors whose in

e held in the yea

 and implement

erformance to t

tion on strategi

set up four com

Committee 

e Committee has

ournment of the 

policies, implem

oved by the Boa

he progress on 

ding strategic p

the Group’s ru

of Executive C

e Directors of th

ance  

e high standard

utions” of the S

d the Manag

setting objective

Directors with 

ng five are Non

ndispensable fu

ar with an avera

ting detailed pro

the Board on a 

c and material 

mmittees to over

s been delegate

Board. Its resp

menting plans a

ard; 

implementation

roposals to the 

les and regulat

Committee durin

he Bank. 

 

ds of corporate

upervisory Polic

gement 

es and formulat

a variety of dif

n-executive Dire

unction is to pr

age attendance

ogrammes to eff

regular basis to

issues that hav

rsee the major a

ed with power d

onsibilities inclu

nd managemen

n of the strategie

Board for its co

tions according

g the year were

                     

149  

e governance a

cy Manual issue

ing long term st

fferent experien

ectors. Of the f

rovide independ

e rate of 97%. T

ffect the approve

to enable the B

ve significant im

areas of the Gro

directly from the

ude: 

nt measures to 

es and business

onsideration and

g to the policies

e Mr. Fang Hon

              

and has followe

ed by the Hong 

trategies as we

nce and profes

five Non-execu

dent scrutiny. T

The Managemen

ed strategies an

oard to dischar

mpact on the Gr

oup. Details of t

e Board to hand

effect the group

s plans; 

d approval; and

s imposed by t

ngguang (Chair

ed CG-1 “Corpo

Kong Monetary

ll as managing t

sionalism. Amo

tive Directors, 

The Board mee

nt, led by the Ch

nd policies, and 

rge its responsi

roup’s finances 

he committees 

dle matters whic

p-wide developm

the supervisory

rman) and Mr. C

orate Governan

y Authority. 

the Group’s ove

ong them, two 

three are Inde

ets regularly an

hief Executive, 

d providing deta

bilities effective

 and long-term 

are given below

ch require the B

ment strategies

y authorities an

Chan Sai Ming.

nce of Locally 

erall business. 

are Executive 

pendent Non-

nd four board 

is responsible 

iled reports on 

ely. In order to 

development, 

w: 

Board’s review 

 and business 

nd the holding 

. Both of them 



 

Corporat

Audit Com

The Committee

-  integrity of 

-  internal con

-  performanc

- appointmen

-  periodic rev

- compliance

-  enhanceme

The members 

Yanlai. All we

Independent N

 

Risk Manag

The Risk Mana

others, the follo

-  formulation

-  identificatio

-  the review 

Bank’s com

-  review and 

-  review an a

The members 

Hsin Kang, Mr

Lau Hon Chue

 

 

e Governa

mittee 

e assists the Bo

financial statem

ntrol system; 

ce of internal au

nt of external au

view and annua

e with applicable

ent of the corpo

of Audit Comm

ere Non-executi

Non-executive D

gement Com

agement Comm

owing areas: 

n of the risk appe

on, assessment 

and assessme

mpliance with pr

approval of hig

approval of sign

of the Risk Man

r. Lau Hon Chu

en were Indepen

ance (con

oard in fulfilling 

ments and the fin

udit functions an

uditors and eval

al audit of the Gr

e accounting sta

orate governanc

mittee during th

ive Directors of

Directors. 

mmittee 

mittee assists the

etite and risk m

and manageme

ent of the adequ

rudential, legal a

gh-level risk-rela

ificant or high ri

nagement Com

en and Mr. Cha

ndent Non-exec

 

tinued) 

its oversight role

nancial reporting

nd internal audito

uation of extern

roup’s financial 

andards and leg

e framework.

e year were M

f the Bank. Am

e Board in perfo

anagement stra

ent of material r

uacy of the Ban

and regulatory r

ated policies of t

isk exposures o

mittee during th

an Sai Ming. Al

cutive Directors.

                     

150  

e over the Grou

g process; 

ors; 

nal auditors’ qua

statements; 

gal and regulato

Mr. Lau Hon Ch

mong them, Mr

orming the dutie

ategy of the Ban

risks faced by th

nk’s risk manag

requirements go

the Bank; and

or transactions.

he year were Mr

l were Directors

 

              

up in the followin

alifications, inde

ory requirements

uen (Chairman

r. Lau Hon Chu

es in respect of 

nk and determin

he Bank; 

gement policies

overning the bus

r. Li Jiuzhong (C

s of the Bank. A

ng areas: 

ependence and 

s on financial di

), Mr. Lan Hon

uen and Mr. La

the risk manag

nation of the Ban

s, system and i

sinesses of the 

Chairman), Mr. 

Among them, M

performance; 

sclosures; and 

ng Tsung David

Lan Hong Tsun

gement of the B

nk’s risk profile;

internal control,

Bank;  

Fang Honggua

Mr. Chang Hsin 

d and Ms. Zhu 

g David were 

ank in, among 

 

, including the 

ng, Mr. Chang 

Kang and Mr. 



 

Corporat

Nomination

The Nominatio

two Independe

Hong Tsung D

of the Committ

 

The Nominatio

following areas

- human reso

- selection an

time to time

- structure, s

geographic

- remuneratio

- effectivene

- training and

 

Key tasks perf

Board on the fo

- formulation

Variable Re

Control Per

- performanc

- proposal on

- key perform

- review of th

- review of th

- review of th

Annual Self

- election of 

- Directors’ in

- self-evaluat

- considerati

- considerati

 

There were tw

83.3%. 

 

e Governa

n and Remu

on and Remune

ent Non-execut

David, an Indepe

tee members. 

on and Remune

s: 

ources, remune

nd nomination o

e (defined as “S

size and compos

cal location, prof

on of Directors, 

ss of the Board 

d continuous pro

formed by the N

ollowing accord

n, review and am

emuneration Po

rsonnel” as deli

ce appraisal res

n staff bonus fo

mance indicators

he Mandate, Wo

he Directors’ Ind

he Guidelines fo

f Evaluation of t

Directors for 20

ndependency re

tion report of th

on of the matter

on of the appoin

wo Nomination a

ance (con

uneration Co

eration Committ

ive Directors, n

endent Non-exe

ration Committe

eration strategy 

of Directors, Boa

Senior Managem

sition (including

fessional experi

Board Committ

and Board Com

ofessional deve

Nomination and 

ding to the respo

mendment on m

olicy”; as well as

neated in the “G

sult of the Senio

r year 2013 and

s of the Senior 

orking Rules an

dependency Po

or the Annual S

the Board and B

014; 

eport for 2013; 

e Board and Bo

rs relating to the

ntment and resi

and Remunerati

 

tinued) 

ommittee 

ee comprises th

namely Mr. Lau

ecutive Director

ee assists the B

and incentive fr

ard Committee 

ment”); 

 but not limited 

ience, skills and

tee members, S

mmittees; and

elopment of Dire

Remuneration 

onsibilities and a

major human re

s the review of 

Guideline on a S

r Management 

d salary adjustm

Management an

d Standing Age

licy; 

Self Evaluation R

Board Committe

oard Committee

e adjustment an

gnation of Key 

on Committee m

                     

151  

hree members, 

u Hon Chuen a

r of the Board. 

Board in perform

ramework of the

members and c

to gender, age,

d knowledge etc

Senior Managem

ectors and Senio

Committee dur

authorities: 

esources and re

“Senior Manag

Sound Remuner

and Key Person

ment for year 20

nd Key Personn

enda of the Nom

Report of the B

ees for year 201

es for 2013; 

nd appointment 

Personnel;  

meetings held d

              

including one N

nd Mr. Lan Ho

The Independe

ming the duties i

e Group; 

certain senior ex

, cultural and ed

c.) of the Board 

ment and Key P

or Management

ring 2014 includ

emuneration po

ement”, “Key P

ration System” p

nnel for year 20

14 of the Senio

nel for year 2014

mination and Re

oard and Board

4; 

of the Directors

during 2014. Th

Non-executive D

ng Tsung David

nt Non-executiv

n respect of the

xecutives as des

ducational backg

and Board Com

ersonnel; 

t. 

ded the approva

olicies, including

ersonnel”, “Key

published by Ho

13; 

r Management a

4; 

muneration Com

d Committees a

s of the Group;  

e attendance ra

Director, Ms. Zh

d. It was chaire

ve Directors rep

e Group in, amo

esignated by the

ground, ethnicit

mmittees; 

al, review and p

g the review of 

y Employee Gro

ong Kong Mone

and Key Person

mmittee; 

and the question

ate of the three 

hu Yanlai, and 

ed by Mr. Lan 

present 66.7% 

ong others, the 

e Board from 

ty, 

proposal to the 

the “Deferred 

oup” and “Risk 

etary Authority;

nnel; 

nnaires for the 

Directors was 



 

Corporat

Remunerat

The Remunera

management”.

performance, a

 

The Remunera

Sound Remun

and subsidiarie

 

 “Senio

The follo

HKMA’s

 

• “Sen

strate

 

• “Key 

signif

mana

as we

 

 Determ

To fulfil

Policy o

consulta

balance

will be 

approva

Commit

 

e Governa

tion and Inc

ation and Incent

. It links remu

and at the same

ation and Incent

neration System

es within and ou

or Manageme

owing groups o

s “Guideline on a

ior Managemen

egy or material 

Personnel”: Th

ficant impact o

agement, or tho

ell as Head of R

mination of th

l the above-me

of the Group, Hu

ation of the risk 

e the needs for s

submitted to th

al. The Nomina

ttees (e.g. Risk 

ance (con

centive Mech

tive Mechanism

neration with p

e time, to streng

tive Policy of the

m” and applicable

utside Hong Kon

ent” and “Key

of employees ha

a Sound Remun

nt”: The senior 

business lines, 

he employees w

on risk exposu

ose who have d

Risk Manageme

he Remunerat

ntioned principl

uman Resource

control units in

staff motivations

he Nomination 

ation and Rem

Management C

 

tinued) 

hanism 

m of the Group is

performance an

gthen their awar

e Group is gene

e to Nanyang C

ng). 

y Personnel”

ave been ident

neration System

executives des

including Chief 

whose individual 

ure, or whose 

direct influence t

ent Department.

tion Policy

les and to facili

s Division is res

cluding risk ma

s, sound remun

and Remunera

uneration Com

Committee, Audi

                     

152  

s based on the 

nd risk factors

reness of risk so

erally in line with

Commercial Ban

tified as the “Se

m”: 

ignated by the 

f Executive and 

 business activi

individual resp

to the profit, inc

 

tate effective ri

sponsible for pro

anagement, fina

neration and pru

ation Committe

mittee and the

it Committee, et

              

principles of “ef

s closely. It se

o as to achieve 

h the broad prin

nk Limited and a

enior Managem

Board who are

Deputy Genera

ities involve the

ponsibilities are

cluding heads o

sk managemen

oposing the Rem

ancial managem

udent risk mana

ee for review a

e Board of Dire

tc.) where they 

ffective motivati

erves to encou

sound remuner

nciples set out in

all of its subsidi

ment” and “Key 

responsible fo

al Managers. 

assumption of 

directly and m

of material busin

nt within the fram

muneration Poli

ment and complia

gement. The pr

nd thereafter to

ectors will seek

consider neces

ion” and “sound

urage staff to e

ration managem

n the HKMA’s “G

iaries (including

Personnel” as 

r oversight of th

material risk wh

materially linke

ness lines, Hea

mework of the 

icy of the Group

ance if necessa

roposed Remun

o the Board of

k opinions from

ssary. 

d remuneration 

enhance their 

ment. 

Guideline on a 

g the branches 

defined in the 

he group-wide 

hich may have 

ed to the risk 

d of Treasury, 

Remuneration 

p and will seek 

ary, in order to 

neration Policy 

f Directors for 

m other Board 



 

Corporat

Remunerat

 Key Fe

1. Perf

To re

forma

be ca

differ

financ

differ

mech

perfo

taken

secur

 

2. Risk

To pu

of BO

Grou

form 

acco

meth

main

 

 

.

e Governa

tion and Inc

eatures of the

formance Ma

eflect the “perfor

alise the perform

ascaded down 

rent units (inclu

cial, customer, 

rent levels, ann

hanism. Perform

ormance of their

n into account, b

rity and normal 

k Adjustment

ut the principle o

OCHK, the key 

up. Credit risk, m

the framework 

rding to the ris

hod ensures the 

tain effective ris

ance (con

centive Mech

e Remunerati

nagement Me

rmance-driven” 

mance managem

under the fram

uding business 

building block

ual targets of t

mance of individ

r units and fulfil

but the risk expo

operation of the

t of Remunera

of aligning perfo

risk modifiers o

market risk, inte

of “The Risk A

k adjusted perf

 Group to fix the

sk management

 

tinued) 

hanism (con

ion and Incen

echanism 

corporate cultu

ment at the leve

ework of balan

units, risk con

ks/key tasks, hu

the Group will 

duals will be ap

ment of risk ma

osure involved 

e Group. 

ation 

ormance and re

of the bank have

erest rate risk, li

djustment Meth

formance result

e Group’s variab

t through the rem

                     

153  

ntinued) 

ntive Mechan

ure, the Group h

els of the Group

nced scorecard 

ntrol units and 

uman capital, r

be tied to thei

ppraised on the

anagement duti

during the cour

emuneration with

e been incorpo

iquidity risk, ope

hod”. The size o

ts approved by 

ble remuneratio

muneration mec

              

nism  

has put in place

p, units and indi

whereby the p

other units) wo

risk manageme

r job requireme

eir achievemen

es and complia

rse of work coul

h risk into pract

rated into the p

erational risk, le

of the variable r

the Board of B

on pool after con

chanism. 

e a performance

viduals. The an

erformance of t

ould be assess

ent and complia

ents through th

t against target

ance, etc. Not o

d also be evalu

ice, based on “T

performance ma

egal risk, compl

emuneration po

BOCHK and is s

nsidering risk ex

e management 

nnual targets of 

the Senior Man

sed from the pe

ance. For indiv

he performance

ts, their contrib

only is target ac

uated and mana

The Risk Adjust

anagement mec

liance risk and 

ool of the Group

subject to its d

xposures and c

mechanism to 

the Group will 

nagement and 

erspectives of 

vidual staff at 

management 

bution towards 

ccomplishment 

aged, ensuring 

tment Method” 

chanism of the 

reputation risk 

p is calculated 

iscretion. This 

hanges and to 



 

Corporat

Remunerat

 Key Fe

3. Perf

The r

for in

balan

great

the p

 

Every

remu

of the

criter

 

Acco

deter

finan

made

calcu

circu

level)

exerc

 

As fa

perfo

which

deter

risk c

perfo

the in

 

e Governa

tion and Inc

eatures of the

formance-bas

remuneration of

ndividual staff m

nce has to be s

ter the respons

philosophy of pru

y year, the Grou

uneration strateg

e Group as wel

ria include quan

ording to the G

rmined by the B

cial strategic bu

e to the risk fa

ulations but the

mstances. Whe

), no variable re

cise its discretio

ar as individual 

ormance of the 

h should inclu

rmined by the a

controllers, a cr

ormance-based 

ndividual staff, t

ance (con

centive Mech

e Remunerati

sed and Risk-

f staff is compos

members depend

struck between 

ibilities, the hig

udent risk mana

up will conduct 

gy, market pay 

l as the perform

ntitative and qua

Group Bonus Fu

Board of BOCH

usiness targets 

actors in the de

e Board of BO

en the BOCHK

emuneration wil

on. 

units and indiv

units, and that 

de risk modifie

achievement of 

ross-departmen

remuneration. 

he higher will be

 

tinued) 

hanism (con

ion and Incen

-adjusted Re

sed of “fixed rem

ds on job grade

the fixed and v

her will be the 

agement and so

periodic review

trend and staff 

mance of the Gr

alitative factors, 

unding Policy o

HK on the basis

under the long

etermination pr

CHK can make

group’s perfor

ll be paid out th

vidual staff are c

of each individ

ers. The perfo

their core job r

tal reporting an

Within the acce

e the variable re

                     

154  

ntinued) 

ntive Mechan

muneration M

muneration” and

es, roles, respon

variable portion

proportion of va

ound long-term f

w on the fixed re

salary level, an

roup, units and 

as well as finan

of BOCHK, the

s of the financia

g-term developm

rocess. The siz

e discretionary

rmance is relat

hat year in princ

concerned, allo

ual staff as wel

ormance and r

responsibilities, 

nd performance 

eptable risk leve

emuneration for

              

nism (continu

Management

d “variable remu

nsibilities and fu

. Generally spe

ariable remune

financial stability

muneration of t

d will determine

individuals. As 

ncial and non-fin

 size of the va

al performance 

ment of the BOC

ze of the pool 

adjustment to

ively weak (e.g

ciple. However, 

ocation of the va

ll as the unit he

remuneration a

independent fr

management s

el of the Group

r the individual s

ed) 

uneration”. The 

unctions of the s

eaking, the high

ration so as to 

y. 

he staff with ref

e the remunerat

mentioned abo

nancial indicator

ariable remuner

of the Group a

CHK Group. Th

is reached bas

it if deemed 

g. failed to mee

the Board of B

ariable remuner

e/she is attachin

arrangement of 

om the busines

system is applie

, the better the 

staff. 

proportion of on

staff with the pr

her the job grad

encourage the 

ference to vario

tion based on th

ove, performanc

rs. 

ration pool of t

and the achieve

horough consid

sed on pre-defi

appropriate un

et the threshold

BOCHK reserve

ration is closely

ng to, and the a

f risk control p

ss they oversee

ed to ensure th

e performance o

ne to the other 

erequisite that 

des and/or the 

staff to follow 

ous factors like 

he affordability 

ce assessment 

the Group  is 

ement of non-

eration is also 

ined formulaic 

der prevailing 

d performance 

es the rights to 

y linked to the 

assessment of 

personnel are 

e; for front-line 

e suitability of 

of the unit and 



 

Corporat

Remunerat

 Key Fe

4. Link

valu

To w

asce

to be

towa

highe

 

The 

cond

of the

remu

any f

have

nega

mana

 

 Disclo

The Gro

HKMA t

 

e Governa

tion and Inc

eatures of the

king the payo

ue creation of

work out the prin

rtain the associ

e deferred in ca

rds deferral. Th

er amount of the

vesting of the 

itions are close

e staff concern

uneration would 

financial or non

 been manifest

ative impacts to

agement, etc., t

sure on remu

oup has fully co

to disclosure inf

ance (con

centive Mech

e Remunerati

out of the vari

f the Group 

nciple of aligning

ated risk and it

ash if such am

he longer the tim

e variable remun

deferred variab

ly linked to the 

ed. When the 

be vested follo

n-financial facto

ly worse than o

o the business

he unvested po

uneration 

omplied with the

formation in rela

 

tinued) 

hanism (con

ion and Incen

iable remune

g remuneration 

s impact before

mount reaches c

me horizon of ri

neration, the hig

ble remuneratio

annual perform

BOCHK Group

wing the corres

ors used in perf

originally unders

s unit and eve

ortion of the defe

e guideline in P

ation to our remu

                     

155  

ntinued) 

ntive Mechan

eration with th

with the time ho

e the actual pay

certain prescrib

risk in the activi

gher will be the 

on is linked with

ance of the BO

p’s performance

sponding sched

formance meas

stood in a partic

en the Group, 

erred variable re

Part 3 of the “G

uneration and in

              

nism (continu

he time horiz

orizon of risk an

yout, payout of t

bed threshold. 

ties conducted 

proportion of de

h the long term

CHK Group in t

e has met the t

ule. However, if

surement or var

cular year, or in

including but n

emuneration of 

Guideline on a S

ncentive mecha

ed) 

on of the risk

nd to ensure tha

the variable rem

The Group ado

by the staff, the

eferral. Deferral

m value creation

the next 3 years

hreshold requir

f a staff is found

riable pay deter

dividual behavio

not limited to i

the relevant sta

Sound Remune

anism. 

k to reflect th

at sufficient time

muneration of st

opts a progress

e higher the job

l period lasts for

n of the Group

s and the individ

rement, the def

d to have comm

rmination are la

our / managem

improper or in

aff would be forf

ration System” 

he long-term 

e is allowed to 

taff is required 

sive approach 

b grade or the 

r 3 years. 

p. The vesting 

dual behaviour 

ferred variable 

mitted fraud, or 

ater proven to 

ent style pose 

adequate risk 

eited. 

issued by the 


