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Report of the Directors

The Directors are pleased to present their report together with the audited consolidated financial statements of Nanyang Commercial
Bank, Limited (hereinafter as the “Bank”) and its subsidiaries (together with the Bank hereinafter as the “Group”) for the year ended
31 December 2025.

Principal Activities
The Bank is a licensed bank authorised under the Hong Kong Banking Ordinance. The principal activities of the Bank are provision of
banking and related financial services. The principal activities of the Bank's subsidiaries are shown in “Appendix — Subsidiaries of the

Bank” to the Financial Statements.

Results and Appropriations
The results of the Group for the year are set out in the consolidated income statement on page 28.

The Directors has recommended a final dividend of HK$599,547,900, equal to HK$85.6497 per share, to shareholder(s) whose name(s)
appear on the Register of Members of the Bank on 31 March 2026, subject to the approval of shareholder(s) of the Bank at the 2026
annual general meeting of the Bank.

Donations
Charitable and other donations made by the Group during the year amounted to approximately HK$6,499,000.

Shares Issued
No shares were issued by the Bank during the year. Details of the issued shares of the Bank are set out in Note 34 to the Financial

Statements.

Directors

The Directors of the Bank during the year and up to the date of this report are:

Board of Directors
Chairman: Zhang Weidong*

Directors: Yang Yingxun*
Sun Jiandong
Cheng Kin Kong (resigned effective from 26 February 2025)
Liu Xiaoguang (appointed effective from 26 February 2025)
Lau Hon Chuen*
Lan Hong Tsung, David*
Chiu Lai Kuen, Susanna*
Li Shu Pui*

# Non-executive Directors

* Independent Non-executive Directors
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Report of the Directors (continued)

Directors (continued)
Save for Messrs.Sun Jiandong, Cheng Kin Kong** and Liu Xiaoguang® being also directors of a subsidiary of the Bank, other directors
of the subsidiaries of the Bank during the year and up to the date of this report are:

Shen Jiamu*** Shang Chenguang Cheng Zhenghong*** Xia Jun***

Li Xin Ma Jun®# Mu Naimi## Shen Xiaoqi#

Yu Jiang™* Lam Kin Ho Tam Lai Yee**** Xue Zhengye

Yip Fung Lin Li Hong"## Lee Chung Yan Leung Ling Tsz, Tiffany
Yu Kwok Ngai## Pang Wai Ming#### Leung Man Hon### Wang Xu####

kkkkk

Lee Hon Chuen

# appointed as a director of the Bank effective from 26 February 2025.

## appointed as a director of a subsidiary of the Bank effective from 23 May 2025.

## appointed as a director of a subsidiary of the Bank effective from 31 July 2025.

#### appointed as a director of a subsidiary of the Bank effective from 21 January 2026.

** resigned as a director of the Bank effective from 26 February 2025 and resigned as a director of a subsidiary of the Bank effective
from 1 July 2025.

*** resigned as a director of a subsidiary of the Bank effective from 23 May 2025.

resigned as directors of subsidiaries of the Bank effective from 2 December 2025.

***** resigned as a director of a subsidiary of the Bank effective from 31 July 2025.

In accordance with Article 77 of the Articles of Association of the Bank, Mr. Sun Jiandong, Mr. Lau Hon Chuen and Ms. Chiu Lai Kuen,

Susanna retire by rotation at the forthcoming annual general meeting and, being eligible, offer themselves for re-election.

Directors’ Interests in Equity or Debt Securities
At no time during the year was the Bank or any of its holding companies, subsidiaries or fellow subsidiaries a party to any arrangements
to enable the Directors of the Bank to acquire benefits by means of the acquisition of shares in, or debentures of, the Bank or any

other body corporate.

Directors’ Interests in Transactions, Arrangements or Contracts

No transactions, arrangements or contracts of significance, in relation to the Group's business to which the Bank or any of its holding
companies, subsidiaries or fellow subsidiaries was a party and in which a Director of the Bank or his/her connected entity had a
material interest, whether directly or indirectly, subsisted at the end of the year or at any time during the year.

Management Contracts
No contracts concerning the management and administration of the whole or any substantial part of the business of the Bank were

entered into or existed during the year.

Permitted Indemnity Provision

Pursuant to the Articles of Association of the Bank, every Director shall be indemnified out of the assets of the Bank against any liability
incurred by him/her in relation to the Bank. The Bank has maintained insurance for the benefit of Directors against liability which may
lawfully be insured by the Bank.

Compliance with the Banking (Disclosure) Rules
The consolidated financial statements for the year ended 31 December 2025 comply with the requirements set out in the Banking

(Disclosure) Rules under the Hong Kong Banking Ordinance.
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Report of the Directors (continued)

Auditor

The consolidated financial statements for the year ended 31 December 2025 have been audited by Ernst & Young.

On behalf of the Board

Zhang Weidong

Chairman of the Board
Hong Kong, 19 March 2026
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Corporate Governance

The Group strives to achieve high standards of corporate governance and followed CG-1 “Corporate Governance of Locally

Incorporated Authorised Institutions” of the Supervisory Policy Manual issued by the Hong Kong Monetary Authority.

Board of Directors and the Management

The Board is responsible for setting objectives and formulating long term strategies as well as managing the Group’s overall business.
As at the end of the year, the Board comprises eight Directors with a variety of different experience and professionalism. Among them,
two are Executive Directors, while the remaining six are Non-executive Directors. Of the six Non-executive Directors, four are
Independent Non-executive Directors whose indispensable function is to provide independent scrutiny. The Board meets regularly and
four board meetings were held in the year with attendance rate of 90% in the year. The Management, led by the Chief Executive, is
responsible for formulating and implementing detailed programmes to effect the approved strategies and policies, and providing
detailed reports on the Group’s performance to the Board on a regular basis to enable the Board to discharge its responsibilities
effectively. The Board currently has set up the following five committees to oversee the major areas of the Group. Details of the

committees are given below:

Strategy and Development Committee

Strategy and Development Committee is responsible for the consideration and suggestion of the medium and long term development

strategies and major investment decisions of the Group. Its main duties include:

. preparation of the Bank’s medium and long term strategies for the Board’s approval;

e  examination, proposing, monitoring, review and update of the Bank’s medium and long term strategies and recommend the Board
on necessary adjustments of the strategies;

e examination of the formulation of the Bank’s medium and long term strategies and ensure all the potential plans in a certain
selective scope have been adequately considered;

. monitoring the implementation of medium and long term strategies in accordance with established standards and provide strategic
guidance to the Senior Management on the implementation;

e examination of material merge and acquisition plans proposed by the Senior Management and advise the Board on the plans;
and

e  giving advice to the Board on the Bank’s major investment, capital expenditure and strategic commitment and monitoring the

implementation of the aforesaid.
During the year, the Strategy and Development Committee has convened two meetings. As at the end of the year, members of the

Strategy and Development Committee included Messrs. Zhang Weidong (Chairman) and Sun Jiandong. Among them, Mr. Sun

Jiandong was Executive Director of the Bank.

12
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Corporate Governance (continued)

Audit Committee

The Committee assists the Board in fulfilling its oversight role over the Group in the following areas:

. integrity of financial statements and the financial reporting process;

. internal control system;

. performance of internal audit functions and internal auditors;

e appointment of external auditor and evaluation of external auditor’s qualifications, independence and performance;

. periodic review and annual audit of the Group’s financial statements;

e  compliance with applicable accounting standards and legal and regulatory requirements on financial disclosures; and

e enhancement of the corporate governance framework.

During the year, the Audit Committee has convened four meetings. As at the end of the year, the members of Audit Committee were
Ms. Chiu Lai Kuen, Susanna (Chairman), Mr. Lan Hong Tsung, David and Mr. Li Shu Pui. All were Independent Non-executive Directors
of the Bank.

Risk Management Committee

The Risk Management Committee assists the Board in performing the duties in respect of the risk management of the Group in the

following areas:

e formulation/review of the risk management framework and risk management strategy of the Group;

e  oversight of all risk profile of the Group, and identification, assessment and management of material risks faced and foreseen by
the Group;

e  oversight the impact from the subsidiaries’ risk management, internal control and all risk profile on the Group;

. review, oversight and assessment of the adequacy and effectiveness of the Group’s risk management policies, procedures,
system framework, risk information systems, infrastructure, resources and internal control;

e review and approval of high-level risk-related policies of the Group and monitoring of the implementation of the aforesaid;

e assessment on the remuneration system which should align with the risk culture and risk appetite from the risk management
point of view; and

. monitoring the Group’s sustainability-related risk management, and employing effective strategy, control and mitigation measures

to climate change.

During the year, the Risk Management Committee has convened four meetings. As at the end of the year, the members of the Risk
Management Committee were Mr. Li Shu Pui (Chairman), Mr. Yang Yingxun, Mr. Lau Hon Chuen and Ms. Chiu Lai Kuen, Susanna.
Among them, Mr. Yang Yingxun was Non-executive Director of the Bank; Mr. Lau Hon Chuen, Mr. Li Shu Pui and Ms. Chiu Lai Kuen,

Susanna were Independent Non-executive Directors of the Bank.

13
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Corporate Governance (continued)

Connected Transaction Committee

The Connected Transaction Committee assists the Board in performing the duties in respect of connected transaction of the Bank in

the following areas:

. review and approve the Bank's connected transaction policy;

. regularly receives connected transactions information and fully understands the management of connected transactions of the
Bank and gives guidance; and

. in accordance with the provisions of laws and administrative regulations and fair and equitable business principles, timely approve

the Bank’s major connected transactions.

During the year, the Connected Transaction Committee has convened four meetings. As at the end of the year, the members of the
Connected Transaction Committee were Messrs. Lau Hon Chuen (Chairman), Lan Hong Tsung, David and Liu Xiaoguang. All were
Directors of the Bank. Among them, Mr. Liu Xiaoguang was Executive Director of the Bank, and Messrs. Lau Hon Chuen and Lan

Hong Tsung, David were Independent Non-executive Directors.

Nomination and Remuneration Committee

The Nomination and Remuneration Committee assists the Board in performing the duties, including but not limited to the following

areas:

. review human resources and remuneration strategy of the Group, and monitor related strategy implementation;

e monitor establishment and implementation of culture-related matters of the Group;

. monitor structure, size, composition and effectiveness of the Board of Director and committees;

. nominate Directors, Board Committee members, and review nomination of Senior Management of the Bank and appointment
and resignation of Directors of the Group’s major subsidiaries;

. review and approve remuneration of Directors, Board Committee members, Senior Management of the Bank and Directors of
the Group’s major subsidiaries;

. review performance appraisal indicators and performance appraisal results of Senior Management; and

e  establish induction and training plans for Directors and Board Committee members.

2025 Key Tasks

Nomination and Remuneration Committee according to its responsibilities and authorities to approve and review the following key
tasks:

e  formulation and amendment on remuneration policies;

. Independent Review Report on Compliance of Guideline on a Sound Remuneration System;

e the appointment and resignation of Senior Management;

e remuneration and performance management of Senior Management;

. remuneration of Key Personnel; and

. implementation of human resources strategies.

During the year, the Nomination and Remuneration Committee has convened two meetings. Written resolutions are used for
deliberation during the adjournment. As at the end of the year, Nomination and Remuneration Committee was composed of three
members, including two Independent Non-executive Directors (Mr. Lan Hong Tsung, David and Mr. Lau Hon Chuen) and one Non-

executive Director (Mr. Yang Yingxun). Mr. Lan Hong Tsung, David was the Chairman.
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Corporate Governance (continued)

Remuneration and Incentive Policy

Objectives, Main Features and Scope of Application

The Remuneration and Incentive Policy of the Group is generally in line with the broad principles set out in the HKMA'’s “Guideline on
a Sound Remuneration System”, which is based on the principles of “effective motivation” and “sound remuneration management”. It
links staff remuneration with performance and risk factors closely. It serves to encourage staff to enhance their performance, and at
the same time, to strengthen their awareness of risk so as to achieve sound remuneration management. The related policy is applicable

to Nanyang Commercial Bank, Limited and all of its subsidiaries.

“Senior Management” and “Key Personnel”

The following groups of employees have been identified as “Senior Management” and “Key Personnel” as defined in the HKMA’s

“Guideline on a Sound Remuneration System”:

e  “Senior Management”: The senior executives directly managed by the Board, including Management Team members, Executive
Directors, Board Secretary and General Manager of Audit Department.

e “Key Personnel”. The employees whose individual business activities involve the assumption of material risk which may have
significant impact on risk exposure, or whose individual responsibilities are directly and materially linked to the risk management,
or those who directly generate the bank’s profit, including Compliance Officer, Assistant Chief Executive, heads of material
business lines, heads of risk control functions with direct influence from the middle and back office, as well as Chief Executive of

major subsidiaries, etc.

Performance and Independence of Remuneration Management of Risk Control Personnel
The performance and remuneration arrangement of risk control personnel are determined by the achievement of their core job
responsibilities, independent from the business they oversee; for front-line risk controllers, their performance results are reviewed by

Risk Management Department.

Performance-based and Risk-adjusted Remuneration Management

The remuneration of staff is composed of “fixed remuneration”, “variable remuneration” and “non-cash benefits”. As far as individual
units and individual staff are concerned, allocation of the variable remuneration is closely linked to the risk-adjusted performance of
the units, and that of each individual staff. The size of the pool is subject to the Board’s approval and the Board can make discretionary
adjustment to it if deemed appropriate depending on the external market and the overall performance of the Group. When the Group’s
performance is relatively weak, variable remuneration may be reduced. Factors considered by the Board of Directors include the
Group's overall performance, key performance indicators, risk management indicators, comparison with the past and competitors,
achievements of key annual tasks, and external factors affecting business performance. The Group's payout of variable remuneration

is in cash.

The Group has put in place a performance management mechanism to formalize the performance management at the levels of the
Group, units and individuals. For individual staff at different levels, annual targets will be tied to their job responsibilities, and the annual
targets of the Group being cascaded down to units and individuals. The annual targets of the Group are linked with all job roles through
the performance management mechanism. Performance rating scales of individuals will be mainly appraised on their achievement
against performance targets, overall performance and adherence to the Group’s corporate culture. Performance measurement
includes financial and non-financial indicators. Not only is target accomplishment taken into account, but also the values-based

behaviors during the course of performance management.

Unit-level performance indicators mainly include operational effectiveness, key tasks and risk management. Operational effectiveness
includes but is not limited to profits, revenue, business scale, cost management and related ratio indicators. The principal types of risk
management are credit risk, market risk, interest rate and liquidity risk, operational risk, reputation risk, legal and compliance risk, etc.

Relevant indicators are evaluated in accordance with the rating standards and evaluation methods.
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Corporate Governance (continued)

Remuneration and Incentive Policy (continued)

Performance-based and Risk-adjusted Remuneration Management (continued)

The proportion of the fixed and variable remuneration for individual staff members depends on roles, responsibilities and the degree
of impact on bank risks, etc. Different roles have their own salary structure. The proportion of variable remuneration of the Senior
Management, Key Personnel and Designated Teams is higher, while the proportion of variable remuneration of the middle office, back
office and risk control personnel is lower. The Group will conduct periodic review on the remuneration of the staff with reference to

various factors including the remuneration strategy, market pay trend, etc.

Linking the payout of the variable remuneration with the time horizon of the risk

To realize the principle of aligning remuneration with the time horizon of risk and to ensure that sufficient time is allowed to ascertain
the associated risks and its impact before the actual payout, payout of the variable remuneration of staff is required to be deferred if
prescribed requirement is met. The payout requirements are linked to the realization of the Bank's future value creation. The proportion
of deferred variable remuneration depends on different factors, including roles, responsibilities, time horizon of the risk, level of variable
remuneration, etc. The longer the time horizon of the risk, the higher the job grade or the higher the amount of bonus granted to the
staff, the higher will be the proportion of deferred variable remuneration in principle. Among them, the proportion of deferred variable

remuneration of staff is according to the role, duties and the total variable remuneration. Deferral period lasts for three years.

The vesting of the deferred variable remuneration will be determined by the Board of Directors by considering factors such as annual
financial performance and the occurrence of material risk accidents to determine whether the vesting of the deferred variable
remuneration met at the bank level. When the vesting of the deferred variable remuneration has met the prescribed requirements of
both the bank and individual levels, the deferred variable remuneration would be vested following the corresponding proportion.
However, if a staff is found to have encountered any of the situations listed in the " Deferral of Variable Remuneration Policy", such as
committing fraud, or any financial or non-financial factors used in performance measurement or variable pay determination are later
proven to have been manifestly worse than originally understood in a particular year, etc. The unvested portion of the deferred variable
remuneration of the relevant staff would be reduced or forfeited, and the vested portion would be recalled under prevailing

circumstances.

Determination of the Remuneration Policy

Human Resources Department is responsible for proposing the Remuneration Policy of the Group and will seek consultation of the
risk control units including risk management, financial management and compliance. The proposed Remuneration Policy will be
reviewed by the Chief Executive Office, and subsequently submitted to the Nomination and Remuneration Committee or the Board of
Directors for review and approval. The Nomination and Remuneration Committee and the Board of Directors will seek opinions from
other Board Committees (e.g. Risk Management Committee, Audit Committee, etc.) where they consider necessary under the

circumstances.

Annual Review of Remuneration Policy

The Remuneration Policy of the Group is subject to annual review with reference to regulatory requirements, market conditions,
organizational structure and risk management requirements, etc. During the year, we performed annual reviews on relevant
remuneration policies (including Terms of Reference of the Nomination and Remuneration Committee, Directors’ Remuneration Policy,
etc.), revised the position list of employees specified in the Employee Category, in order to comply with relevant regulatory

requirements and the human resources strategy of the Group.
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Ernst & Young

27/F, One Taikoo Place
EY§ * 979 King’s Road

Quarry Bay, Hong Kong

Independent auditor’s report

To the members of Nanyang Commercial Bank, Limited
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of Nanyang Commercial Bank, Limited (the “Bank”) and its
subsidiaries (the “Group”) set out on pages 28 to 206, which comprise the consolidated balance sheet as at 31
December 2025, and the consolidated income statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated cash flow statement for the year then ended, and
notes to the consolidated financial statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2025, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with HKFRS Accounting Standards issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and have been properly prepared in compliance with the Hong Kong Companies
Ordinance.

Basis for opinion

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

Key audit matters

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

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the performance
of procedures designed to respond to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.
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Independent auditor’s report (continued)

To the members of Nanyang Commercial Bank, Limited
(Incorporated in Hong Kong with limited liability)

Key audit matters (continued)

Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

(continued)

Key audit matter

- How our audit addressed the key audit matter

Impairment assessment of loans and advances to cus

tomers

Refer to material accounting policies in Note 2.14, critical
accounting estimates and judgements in applying
accounting policies in Note 3.1, and disclosures on credit
risk and loan impairment allowances in Note 4.1 and Note
22 to the financial statements.

The Group has adopted a forward-looking expected loss

impairment model to estimate the expected credit losses

(“ECLSs”) on its advances to customers. The assessment

of credit risk and the measurement of ECLs are required

to be based on unbiased and probability-weighted

possible outcomes and reasonable and supportable

information at the reporting date about past events,

current conditions and forecasts of future economic

conditions. Significant management judgement and

estimation are involved in developing and using models

and the selection of inputs into the calculation of ECLs,

including:

1) segmentation of financial assets according to credit
risk characteristics;

2) identification of criteria for determining significant
increases in credit risk;

3) estimation of the probability of default, loss given
default, exposure at default; and

4) selection and estimation of macroeconomic factor
forecasts; and the probability weightings of forward-
looking macroeconomic scenarios.

As at 31 December 2025, gross advances to customers
amounted to HK$272,783 million, representing 48% of
total assets; and the impairment allowance for advances
to customers amounted to HK$4,076 million, representing
96% of the total impairment allowance for financial
instruments.

Because of the significance of the impairment allowance
recorded by the Group and the management judgements
and estimation involved, the impairment assessment of
loans and advances to customers is considered a key
audit matter.

We obtained an understanding of the Group’s credit
management and policies and procedures and
evaluated the Group’s impairment methodology,
including the management judgement over the
segmentation of portfolio, the criteria on significant
credit deterioration and the measurement approach of
expected credit losses.

We tested the design and the operating effectiveness
of the key controls over the systems and processes of
credit assessment, loan classification, stage
classification and calculation of impairment
allowances. Our control testing on the loan impairment
process included an evaluation of the governance in
respect of the use of economic scenarios and the
system interfaces of inputs or other data sources such
as internal loan gradings and probability of default.

We adopted a risk-based sampling approach for our
loan review procedures. We selected samples based
on risk characteristics of individual items including the
industry, (including loans granted to Mainland property
developers and local commercial real estate
developers and investors) and geographic location of
the operations of borrowers, internal loan grading and
past due history. We formed an independent view on
the loan staging through reviewing the selected
borrowers’ detailed information such as their financial
performance, recoverable cash flows, valuation of
collaterals and other available information.

We engaged our modelling specialists in evaluating the
impairment methodology and model enhancements.
We assessed the appropriateness of the ECL model
used by management in determining impairment
allowances, including changes made to forward-
looking macroeconomic scenarios, and evaluated the
key parameters and assumptions adopted in the
model. The key parameters and assumptions included
ECL stages, probability of default, loss given default,
exposure at default, and probability weighted economic
scenarios.
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Independent auditor’s report (continued)

Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

To the members of Nanyang Commercial Bank, Limited (continued)

(Incorporated in Hong Kong with limited liability)

Key audit matters (continued)

Key audit matter

How our audit addressed the key audit matter

Impairment assessment of loans and advances to customers (continued)

For the impairment allowance as at 31 December
2025, we performed testing on the completeness and
accuracy of the data used in the ECL calculation by
comparing the individual loan data to the relevant data
source on a sample basis; evaluating the calculation
logic and data processing and recomputing for a
sample of management’s calculation of the impairment
allowance.

For loans and advances classified as Stage 3, we
recalculated the impairment allowance by reviewing
inputs such as future recoverable cash flows and
valuation of collateral on a sample basis. For each
sample selected, we also assessed the
reasonableness of future recoverable cash flows and
reviewed the collateral value used where applicable.

We also assessed the adequacy of the credit risk
disclosures in the financial statements for compliance
with the accounting standards.
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Independent auditor’s report (continued)

Ernst & Young

27/F, One Taikoo Place
979 King’s Road
Quarry Bay, Hong Kong

To the members of Nanyang Commercial Bank, Limited (continued)

(Incorporated in Hong Kong with limited liability)

Key audit matters (continued)

Key audit matter

- How our audit addressed the key audit matter

Valuation of Level 3 unlisted equity shares

Refer to summary of material accounting policies in Note
2.12, critical accounting estimates and judgements in
applying accounting policies in Note 3.2, and disclosures
on fair values of financial instruments in Notes 5.1 and
5.2 to the financial statements.

As at 31 December 2025, the Group’s financial assets
measured at fair value amounted to HK$219,458 million,
representing 39% of total assets. As at 31 December
2025, the Group’s unlisted equity shares measured at
fair value which were classified as level 3 under the
valuation hierarchy amounted to HK$1,750 million.

To estimate the fair value of these level 3 unlisted equity
shares, management is required to exercise significant
judgement in respect of:
e the selection of appropriate valuation techniques
and valuation models; and
e the development of assumptions and inputs into
the valuation models.

Because of the complexity and significance of
management judgements and assumptions required,
valuation of level 3 unlisted equity shares is considered
a key audit matter.

We evaluated and tested the design and operating
effectiveness of key controls related to the valuation of
unlisted equity shares categorised within level 3,
including validation and approval of valuation models
and assumptions, review and approval of valuation
results, and back-testing on valuation results and
assumptions.

In conjunction with our valuation specialists, we
performed the following substantive procedures on
unlisted equity shares categorised within level 3 on a
sampling basis:

e evaluated the appropriateness of modelling
techniques, through comparison with valuation
techniques that are commonly used in the market;

e evaluated the appropriateness of the
comparables; and

e evaluated the data inputs and assumptions
against external market data.

We also assessed the adequacy of the disclosures
relating to the level 3 unlisted equity shares in the
financial statements for compliance with the accounting
standards.




Ernst & Young

27/F, One Taikoo Place
EY& * 979 King’s Road

Quarry Bay, Hong Kong

Independent auditor’s report (continued)

To the members of Nanyang Commercial Bank, Limited (continued)
(Incorporated in Hong Kong with limited liability)

Other information included in the Annual Report
The directors of the Bank are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the consolidated financial statements

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

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

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

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

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

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

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

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



Ernst & Young

27/F, One Taikoo Place
EY§ * 979 King’s Road

Quarry Bay, Hong Kong

Independent auditor’s report (continued)

To the members of Nanyang Commercial Bank, Limited (continued)
(Incorporated in Hong Kong with limited liability)

Auditor’s responsibilities for the audit of the consolidated financial statements (continued)

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

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

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

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business units within the Group as a basis for forming an opinion on the
consolidated financial statements. We are responsible for the direction, supervision and review of the audit
work performed for purposes of the group audit. We remain solely responsible for our audit opinion.

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Huen Chun Man (practising
certificate number: P07029).

Ernst & Young
Certified Public Accountants
Hong Kong

19 March 2026
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Consolidated Income Statement

For the year ended 31 December

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Net trading gain

Net gain on financial instruments at fair
value through profit or loss

Net gain on other financial assets

Other operating income

Net operating income before
impairment allowances
Net charge of impairment allowances

Net operating income
Operating expenses

Operating profit

Net loss from fair value adjustments on
investment properties

Net loss from disposal/revaluation of
properties, plant and equipment

Net loss from redemption of subordinated
liabilities

Profit before taxation

Taxation

Profit for the year

B
Notes 2025 2024
AT BT
HK$°000 HK$ 000
18,921,028 22,784,089
(10,585,821) (14,696,456)
6 8,335,207 8,087,633
1,699,745 1,405,492
(117,661) (95,821)
7 1,582,084 1,309,671
8 186,704 378,060
445,331 440,022
9 365,958 487,588
10 56,799 17,964
10,972,083 10,720,938
11 (2,809,058) (2,945,062)
8,163,025 7,775,876
12 (3,699,647) (3,730,687)
4,463,378 4,045,189
13 (284,331) (44,300)
14 (277,790) (30,473)
- (20,144)
3,901,257 3,950,272
15 (403,170) (473,030)
3,498,087 3,477,242

The notes on pages 35 to 206 are an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

For the year ended 31 December

Profit for the year
Other comprehensive income

Items that will not be reclassified
subsequently to income statement:

Change in fair value of equity instruments at fair
value through other comprehensive income

Premises:
Revaluation of premises
Deferred tax

Defined benefit plan:
Actuarial loss on remeasurement
Deferred tax

Items that may be reclassified subsequently to
income statement:

Debt instruments at fair value through other
comprehensive income:
Change in fair value
Change in impairment allowances
Release upon disposal reclassified to income
statement
Deferred tax

Change in fair value of hedging instruments
under net investment hedges

Currency translation difference

Other comprehensive income for the year, net
of tax

Total comprehensive income for the year

2025 2024
BT AT
HK$’000 HK$'000

3,498,087 3,477,242
(655) (7,329)
(810,548) (526,973)
148,884 133,840
(661,664) (393,133)
(11,707) (10,258)
1,931 1,693
(9,776) (8,565)
(672,095) (409,027)
1,041,945 1,373,182
38,771 (20,539)
(322,475) (487,724)
(96,570) (177,549)
661,671 687,370
(100,733) 71,003
994,016 (677,992)

1,554,954 80,381
882,859 (328,646)

4,380,946 3,148,596

The notes on pages 35 to 206 are an integral part of these consolidated financial statements.
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SCEEEAREBR Consolidated Balance Sheet
FfsE
W12 H31H As at 31 December Notes 2025 2024
AT HERETT
HK$°000 HK$°000
HiE ASSETS
[FEFIR S R FRGORTT R HA &Fif%fE  Cash and balances with banks and other
M4 R financial institutions 19 49,261,860 58,329,167
TESRTT R HAth < Rl B R & HATE I Placements with banks and other financial
institutions 19 9,496,271 12,037,816
ATEELE AR SR E Financial assets at fair value through profit
or loss 20 12,562,209 12,789,186
TTEERT B Derivative financial instruments 21 1,112,205 2,915,768
ST B HoAth < B S5 Advances to banks and other financial
institutions 22 1,594,093 -
BEEE L E 5 Advances to customers and trade bills 22 268,897,931 264,736,699
SR E Financial investments 23 205,806,872 175,192,517
TEUGTRIEE Current tax assets - 113,841
EYI Investment properties 24 2,011,400 417,116
YIEE ~ BSM SR Properties, plant and equipment 25 6,639,503 7,933,200
AR Intangible assets 26 1,604,476 1,601,463
IRIEFRIEE Deferred tax assets 32 692,836 426,595
FAth & A Other assets 27 6,772,136 4,590,922
B Total assets 566,451,792 541,084,290
B‘fE LIABILITIES
SRIT R HoAth S B > K R 45 6R Deposits and balances from banks and
other financial institutions 35,380,872 17,408,901
NEE LR AR SMEaE Financial liabilities at fair value through
profit or loss 28 6,982,526 6,203,588
o =X Derivative financial instruments 21 1,311,963 765,233
R Deposits from customers 29 405,708,948 394,415,572
O TEBE R Debt securities and certificates of
deposit in issue 30 24,845,589 29,684,356
TEAHFRIE G & Current tax liabilities 715,582 90,862
HAIRIE R B Other accounts and provisions 31 10,912,104 15,488,671
IR TE & (& Deferred tax liabilities 32 824,349 867,315
“EEE Subordinated liabilities 33 5,548,907 5,521,900
=t ek Total liabilities 492,230,840 470,446,398

30




25 NCB #f 7% 44

SCEEEAER (8) Consolidated Balance Sheet (continued)

FifsE:
W12 H31H As at 31 December Notes 2025 2024
AT BT
HK$’000 HK$'000
- ZN EQUITY
[1%N Share capital 34 3,144,517 3,144,517
EE Reserves 63,654,409 60,071,349
AR TRER FE (L AN 4R Total equity attributable to equity holder of
the Bank 66,798,926 63,215,866
HINEAT R Additional equity instruments 35 7,422,026 7,422,026
BEARUEEE Total equity 74,220,952 70,637,892
=Y N Total liabilities and equity 566,451,792 541,084,290

% 35 & 206 H [ mAsr & The notes on pages 35 to 206 are an integral part of these consolidated financial
2 SR Y - statements.

CEE RN 2026 £ 3 H 19 Hidd Approved by the Board of Directors on 19 March 2026 and signed on behalf of the Board
AN A EAEEE by:

R Sun Jiandong Bt Liu Xiaoguang

HE Director HH Director
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At 1 January 2025
Profit for the year

Other comprehensive
income

Revaluation of premises

Actuarial gains on defined
benefit plan

Financial instruments at
fair value through other
comprehensive income

Change in fair value of
hedging instruments
under net investment
hedges

Currency translation
difference

Total comprehensive
income

Release upon disposal of
equity instruments at
fair value through other
comprehensive income

Distribution payment for
additional equity
instruments

Dividends (note 16)

Transfer to regulatory
reserve

At 31 December 2025

IR HUBUE (A - H e fm SR B
Ry B P 2 B R S 1 R T — A P

CELFEAR AR BCHAA T TS ) -

Consolidated Statement of Changes in Equity

R
Reserves
ARE
bR AR MR
W
HEINER BE Reserve for
TE HLEEHE fair value
A Additional E&AfEHE  Premises through other EERA BEE EERN
Share equity Capital revaluation comprehensive Regulatory Translation Retained st
capital instruments reserve reserve income reserve* reserve earnings Total
AR BETT AWML BT AlTL  BETT BETT BT BT
HK$’000 HK$'000 HK$°000 HK$’000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
3,144,517 7,422,026 605 5,754,546 132,361 2,478,918 (1,399,216) 53,104,135 70,637,892
- - - - - - - 3,498,087 3,498,087
- - - (661,664) - - - - (661,664)
- - - - - - - (9,776) (9,776)
- - - - 661,016 - - - 661,016
- - - - - - (100,733) - (100,733)
- - - 15,031 15,111 - 963,874 - 994,016
- - - (646,633) 676,127 - 863,141 3,488,311 4,380,946
- - - - 14,800 - - (14,800) -
- - - - - - - (500,348) (500,348)
- - - - - - - (297,538) (297,538)
- - - - - (127,985) - 127,985 -
3,144,517 7,422,026 605 5,107,913 823,288 2,350,933 (536,075) 55,907,745 74,220,952

32

* In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future
losses or other unforeseeable risks, in addition to the loan impairment allowances recognised.
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SFensER () Consolidated Statement of Changes in Equity (continued)

s
Reserves
ARl
st AH A2
TS g et A
FINAART FEE Reserve for
A et fair value
EZN Additional  EAEEH Premises through other BRI MRS EIEELF
Share equity Capital revaluation comprehensive Regulatory Translation Retained 4t
capital  instruments reserve reserve income reserve® reserve earnings Total
AT BRETT BT AT AT BT AT BT BT
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000 HK$'000 HK$’000 HK$’000 HK$’000
202441 §1H At1 January 2024 3,144,517 7,422,026 605 6,328,982 (546,376) 2,275,475 (806,081) 50,172,009 67,991,157
HERRISF Profit for the year - - - - - - - 3,477,242 3,477,242
HA2EBES Other comprehensive
income
FREEE A Revaluation of premises - - - (393,133) - - - - (393,133)
FEFREHEFETE] Actuarial gains on defined
ZAEE RS benefit plan - - - - - - - (8,565) (8,565)
A fefE#E{Et AE Financial instruments at
fr4HEss 24 fair value through other
Rl T comprehensive income - - - - 680,041 - - - 680,041
JREE T R Change in fair value of
THZARME®E  hedging instruments
1t under net investment
hedges - - - - - - 71,003 - 71,003
ISR AR Currency translation
difference - - - (12,484) (1,370) - (664,138) - (677,992)
2HEWRSSEE Total comprehensive
income - - - (405,617) 678,671 - (593,135) 3,468,677 3,148,596
HEEHE % Release upon disposal of
premises - - - (168,819) - - - 168,819 -
HEELLAEES Release upon disposal of
(bt AHAM4E  equity instruments at
s BsiETEL  fair value through other
pd i comprehensive income - - - - 66 - - (66) -
Y EESNE AT E  Distribution payment for
R additional equity
instruments - - - - - - - (501,861) (501,861)
RSB EEE  Transfer to regulatory
reserve - - - - - 203,443 - (203,443) -
72024412 § At 31 December 2024
31H 3,144,517 7,422,026 605 5,754,546 132,361 2,478,918 (1,399,216) 53,104,135 70,637,892

% 35 & 206 H [z /EmA4r&f7E  The notes on pages 35 to 206 are an integral part of these consolidated financial statements.
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33



25 NCB #f 7% 44

SEREMER

HE 12 A 31 HILFEE

KCBEBAESHE
PriiaiaLE e Oid) RA

BETENGH

TAEENE

A REIBIMIGHR
KBEBHS ORE) /RASE
KEEBRETE

HEASEYE

JEAWIZE ~ Seh Rt

REmYEE

YIS ~ S50 S (BFTOH
RERB IR SR HFE
REEBEIHSRE

SBINEAR T HER

BITIRIEARE

SRR

TR EAERS

SrHEAR
BARRLFiilid s

Eli—e Sowa kv itane |

W MERBEHE CRD) 8
P A B2 R EH e E
bEREEEHIA G K FRII TR H Y

=
2

K12 A 31 HZH&REFBEEHE

5 35 & 206 H k@ AL a 5
R HRE Y -

Consolidated Cash Flow Statement

For the year ended 31 December

Cash flows from operating activities

Operating cash (outflow)/inflow before

taxation
Hong Kong profits tax refund
Hong Kong profits tax paid
Overseas profits tax paid

Net cash (outflow)/inflow from operating

activities

Cash flows from investing activities
Purchase of investment properties
Purchase of properties, plant and

equipment
Additions of intangible assets

Proceeds from disposal of properties,

plant and equipment

Net cash outflow from investing
activities

Cash flows from financing activities
Distribution payment for additional
equity instruments
Issuance of subordinated liabilities

Redemption of subordinated liabilities
Distribution payment for subordinated

liabilities
Payment of lease liabilities
Ordinayr dividends paid

Net cash outflow from financing
activities

(Decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at 1 January
Effect of exchange rate changes on cash

and cash equivalents

Cash and cash equivalents at 31
December

B
Notes 2025 2024
AT ARTIT
HK$°000 HK$000
36(a) (11,235,052) 7,737,384
302,245 -
(188,264) (685,723)
(3,390) (121,778)
(11,124,461) 6,929,883
(2,015) (716)
25 (91,124) (73,759)
26 (215,924) (898,213)
116 169,786
(308,947) (802,902)
(500,348) (501,861)
- 5,407,723
- (5,447,680)
(329,070) (206,985)
(274,934) (254,741)
(297,538) -
(1,401,890) (1,003,544)
(12,835,298) 5,123,437
61,255,491 56,743,408
1,119,124 (611,354)
36(b) 49,539,317 61,255,491

The notes on pages 35 to 206 are an integral part of these consolidated financial statements.
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Notes to the Financial Statements

21

Principal activities

Nanyang Commercial Bank, Limited was incorporated in Hong Kong (hereinafter as
the “Bank”) and its subsidiaries were incorporated in Hong Kong or Shanghai
(together with the Bank hereinafter as the “Group”). The Bank is a licensed bank
authorised under the Hong Kong Banking Ordinance.

The principal activities of the Bank are the provision of banking and related financial
services. The principal activities of the Bank’s subsidiaries are shown in “Appendix —
Subsidiaries of the Bank”. The address of the Bank’s registered office is 151 Des
Voeux Road Central, Hong Kong.

Material accounting policies

The material accounting policies applied in the preparation of these consolidated
financial statements are set out below.

These policies have been consistently applied to all the years presented, unless
otherwise stated.

Basis of preparation

The consolidated financial statements of the Group have been prepared in
accordance with HKFRS Accounting Standards, which collective term includes all
applicable individual Hong Kong Financial Reporting Standards (“HKFRSs”), Hong
Kong Accounting Standards (“HKASs”) and Interpretations issued by the Hong Kong
Institute of Certificated Public Accountants (“HKICPA”) and the requirements of the
Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared under the historical cost
convention, as modified by the revaluation of financial assets at fair value through
other comprehensive income, financial assets and financial liabilities (including
derivative financial instruments) at fair value through profit or loss, precious metals at
fair value, investment properties which are carried at fair value and premises which
are carried at fair value or revalued amount less accumulated depreciation and
accumulated impairment losses.

The consolidated financial statements are prepared on a going concern basis, as the
directors of the Bank are satisfied that the Group has adequate resources to continue
in business for the foreseeable future. In making this assessment, the directors of the
Bank have considered a wide range of information including future projections of
profitablities, regulatory capital requirements and funding needs.
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Notes to the Financial Statements (continued)

2. EEEEGR (8) 2. Material accounting policies (continued)
21 REUEE () 2.1 Basis of preparation (continued)
Y HE T R T s 2 1 A U P 5 3 The preparation of financial statements in conformity with HKFRS Accounting
FHhE BRAETEAR @S HE - Standards requires the use of certain critical accounting estimates. It also requires
B IR E R A E st R the Management to exercise judgement in the process of applying the Group’s
HEELARMYE - ERSEEE accounting policies. The areas involving a higher degree of judgement or complexity,
I ~ 15 HlE - BB SE S ] or areas where assumptions and estimates are significant to the consolidated
RMSBEAE Y B AEE financial statements are disclosed in Note 3.
LAY 3 -
RGBT UARIRITIIRE & The consolidated financial statements are presented in Hong Kong dollars, which is
BB RS FrE AR AL also the functional currency of the Bank, and all values are rounded to the nearest
P By T o thousand, except when otherwise indicated.
(@) 2025 FFEEMHAERI BT (a) Standards and amendments effective in 2025
AAREE » KAEFECKRAUTEHE In current year, the Group has applied the following applicable amendments to
202541 A 1 He L& HEAR 4R HKFRS Accounting Standards that are effective for the Group’s annual period
GaHAR AR BASEEMERIIL beginning on 1 January 2025.
EETE B B 2B
Skerst I 21 58> BT = Amendments to HKAS 21, “Lack of Exchangeability”
Al SR
BTV AN e AR S S The adoption of the above amendments did not have a material impact on the
WRELEATE - amounts reported and disclosures set out in these consolidated financial statements.
(b) 2025 fEREGHVAER ST (b) Standards and amendments that are not yet effective in 2025
ARELEEN SR R ER T Y EEMm{E The Group has not early applied the following new and revised HKFRS Accounting
A T 5] e NS 5T & Standards that have been issued but are not yet effective.
g atEa -
AL HEARE 2 SR AR 43
A BT AR Effective for annual periods
Standards/Amendments Content beginning on or after

ERI LRI O 5F M A B
HEHE 7 98 &5
Amendments to HKFRS 9 and HKFRS 7

el TR G R 2 EET

Amendments to the Classification and Measurement

2026 £1 H1H

1 January 2026
of Financial Instruments

ERAM SRR EET
Amendments to HKFRSs

%
Annual Improvements to HKFRS Accounting

ETAI RSG5 1 hR 2026 1 H 1 H
1 January 2026

Standards — Volume 11

HHEI B EEE 18 5t
HKFRS 18

AT B RIS R

Presentation and Disclosure in Financial Statements

20271 H1H
1 January 2027
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.1 Basis of preparation (continued)

(b) Standards and amendments that are not yet effective in 2025 (continued)

The amendments to HKFRS 9 and HKFRS 7 clarify that a financial liability is
derecognised on the settlement date, i.e., when the related obligation is
discharged or cancelled or expires or the liability otherwise qualifies for
derecognition. They also introduce an accounting policy option to derecognise
financial liabilities that are settled through an electronic payment system before
settlement date if certain conditions are met. The amendments of HKFRS 9 and
HKFRS 7 clarify how to assess the contractual cash flow characteristics of
financial assets that include environmental, social and governance (“ESG”)-
linked features and other similar contingent features. The amendments also
clarify the treatment of non-recourse assets and contractually linked instruments.
The amendments require additional disclosures in HKFRS 7 for financial
instruments with contractual terms that reference a contingent event (including
those that are ESG-linked), and equity instruments classified at fair value
through other comprehensive income. The Group is currently evaluating the
impact.

Improvements to HKFRS Accounting Standards contain a number of
amendments to HKFRSs which the HKICPA considers not urgent but necessary.
It comprises amendments that result in accounting changes for presentation,
recognition or measurement purpose as well as terminology or editorial
amendments related to a variety of individual HKFRSs. The Group does not
expect any material impact from these improvements.

HKFRS 18 introduces new requirements on presentation within the statement of
profit or loss, including specified totals and subtotals. It also requires disclosure
of management-defined performance measures and includes new requirements
for aggregation and disaggregation of financial information based on the
identified roles of the primary financial statements and the notes. HKFRS 18
requires an entity to classify all income and expenses within its statement of
profit or loss into one of the five categories: operating, investing, financing,
income taxes and discontinued operations, whereof the first three are new. The
Group is currently evaluating the impact and ensuring data readiness is
adequate in anticipation of implementation plan.
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Notes to the Financial Statements (continued)

2.2

23

24

Material accounting policies (continued)
Basis of consolidation

The consolidated financial statements include the financial statements of the Bank
and all of its subsidiaries made up to 31 December each year.

Subsidiaries

Subsidiaries are entities controlled by the Group. Control is achieved when the Group
is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct the relevant activities of
the investee). Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that control ceases.

Inter-company transactions, balances and unrealised gains on transactions between
Group companies are eliminated; unrealised losses are also eliminated unless the
transaction provides evidence of impairment of the assets transferred. Where
necessary, accounting policies of subsidiaries have been changed to ensure
consistency with the policies adopted by the Group.

In the Bank’s balance sheet, the investments in subsidiaries are stated at cost less
allowance for impairment losses. The results of subsidiaries are accounted for by the
Bank on the basis of dividends received and receivable. Dividend income from
subsidiaries is recognised in the income statement when the right to receive payment
is established.

Segmental reporting

The operating result of segments are reported in a manner consistent with the internal
reporting provided to the Management, which is the chief operating decision maker
of the Group, that allocates resources and assesses the performance of operating
segments. Income and expenses directly associated with each segment are included
in determining operating segment performance.

Foreign currency translation
Items included in the financial statements of each of the Group’s entities are

measured using the currency of the primary economic environment in which the entity
operates (the “functional currency”).
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Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions or exchange rates at the
end of the reporting period for items that are re-measured. Foreign exchange gains
and losses resulting from the settlement of foreign currency transactions using the
exchange rates prevailing at the dates of the transactions and monetary assets and
liabilities denominated in foreign currencies translated at the exchange rate at the
end of the reporting period are recognised directly in the income statement, except
when deferred in other comprehensive income as qualifying cash flow hedge or
qualifying net investment hedges.

Translation differences on monetary securities held at fair value through profit or loss
are reported as part of the fair value gain or loss. Changes in the fair value of
monetary securities denominated in foreign currency classified as fair value through
other comprehensive income are analysed between translation differences resulting
from changes in the amortised cost of the securities and other changes in the
carrying amount of the securities. Translation differences related to changes in the
amortised cost are recognised in the income statement, and other changes in the
carrying amount are recognised in other comprehensive income.

Translation differences on non-monetary items are reported as part of the fair value
gain or loss. Translation differences on non-monetary financial assets such as
equities classified as fair value through other comprehensive income are included in
other comprehensive income.

The results and financial position of all the Group entities that have a functional
currency different from Hong Kong dollars are translated into Hong Kong dollars as
follows:

e assets and liabilities are translated at the closing rates at the end of the reporting
period;

e income and expenses are translated at average exchange rates; and

o all resulting exchange differences are recognised in the translation reserve in
equity through other comprehensive income.

On consolidation, exchange differences arising from the translation of the net
investment in foreign entities, borrowings and other currency instruments designated
as hedges of such investments are taken to other comprehensive income and are
accumulated separately in the translation reserve. When a foreign entity is sold, such
exchange differences are reclassified from equity to in the income statement, as part
of the gain or loss on sale.
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Notes to the Financial Statements (continued)

2.5

Material accounting policies (continued)
Derivative financial instruments and hedge accounting

Derivatives are initially recognised at fair value on the date the derivative contract is
entered into and are subsequently re-measured at fair value. Fair values are obtained
from quoted market prices in active markets, including recent market transactions,
and through the use of valuation techniques, including discounted cash flow models
and option pricing models, as appropriate. Derivatives are carried as assets when
fair value is positive and as liabilities when fair value is negative.

Certain derivatives embedded in financial liabilities are treated as separate
derivatives when their economic characteristics and risks are not closely related to
those of the host contract and the host contract is not carried at fair value through
profit or loss. These embedded derivatives are measured at fair value with changes
in fair value recognised in the income statement.

Derivatives are categorised as held for trading and changes in their fair value are
recognised immediately in the income statement unless they are designated as
hedges and are effective hedging instruments, then they are subject to measurement
under the hedge accounting requirements.

For derivative instruments being designated as hedging instrument in an effective
hedge, the method of recognising the resulting fair value gain or loss depends on the
nature of the item being hedged.

The Group documents at inception the relationship between hedging instruments and
hedged items, as well as its risk management objective and strategy for undertaking
various hedge transactions. The Group also documents its assessment, both at the
hedge inception and on an ongoing basis, of the economic relationship, credit risk,
the hedge ratio and an evaluation of the effectiveness of the hedging instruments in
offsetting changes in fair values or cash flow of hedged items. These criteria should
be met before a hedge can be qualified to be accounted for under hedge accounting.
Hedge accounting may become ineffective if the hedging instrument and the hedged
item lose economic relationship, or a significant change of the counterparties’ credit
risks that dominates the fair value change of the hedging instruments or the hedged
items.
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2.6

Notes to the Financial Statements (continued)

Material accounting policies (continued)
Derivative financial instruments and hedge accounting (continued)
Fair value hedge

Changes in the fair value of derivatives that are designated and qualified as effective
fair value hedges are recognised in the income statement. The change in the fair
value of the hedged item attributable to the risk hedged is recorded as a part of the
carrying amount of the hedged item and is also recognised in the income statement.

If the hedging derivative expires or is sold, terminated or exercised, or the hedge no
longer meets the criteria for hedge accounting, or the hedge designation is revoked,
then the Group discontinues hedge accounting prospectively. Any adjustment up to
that point, to a hedged item for which the effective interest method is used, is
amortised to the income statement as an adjustment to the recalculated effective
interest rate of the item over its remaining life.

Net investment hedge

A gain or loss on the effective portion of the hedging instrument is recognised in other
comprehensive income and accumulated in equity; a gain or loss on the ineffective
portion is recognised immediately in the income statement. Accumulated gains and
losses previously recognised in other comprehensive income are reclassified to the
income statement upon disposal of the foreign operation as part of the gain or loss
on disposal.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance
sheet when there is a legally enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.
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Notes to the Financial Statements (continued)

2.

Material accounting policies (continued)

Interest income and expense and fee and commission income and expense

Interest income and expense are recognised in the income statement for all financial
assets and financial liabilities using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a
financial asset or a financial liability and of allocating the interest income or interest
expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments or receipts through the expected life of the
financial instrument or, when appropriate, a shorter period to the net carrying amount
of the financial asset or financial liability. When calculating the effective interest rate,
the Group estimates future cash flows considering all contractual terms of the
financial instrument (e.g. prepayment options or incentives relating to residential
mortgage loans) but does not consider future credit losses. The calculation includes
fees, premiums or discounts and basis points paid or received between parties to the
contract, and directly attributable origination fees and costs which represent an
integral part of the effective yield.

For all hedge transactions where interest rate is the hedged risk, interest income or
interest expense from hedged instruments such as fixed rate debt securities are
disclosed on a net basis together with net interest income/expense arising from the
hedging instrument such as interest rate swap.

For financial assets under stage 3, once a financial asset or a group of similar
financial assets has been written down as a result of an impairment loss, interest
income is recognised on the written down value using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss.

Fee income from services are recognised over time at a fixed or variable price on a
systematic basis over the life of the agreement when the contract requires services
to be provided over time such as account service and credit card fees, or recognised
at a point in time under transaction-based arrangements when service has been fully
provided to the customer such as broking services and loan syndication arrangement.
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Notes to the Financial Statements (continued)

2.

2.8

(@

Material accounting policies (continued)
Financial assets

The Group classifies its financial assets at initial recognition and subsequently
measured financial assets as: (i) at fair value through profit or loss, (ii) at amortised
cost or (iii) at fair value through other comprehensive income. The classification
depends on the entity’s business model for managing its financial instruments and
the contractual cash flow characteristics of the instruments, or the election of fair
value option. All financial assets are recognised initially at fair value. Except for
financial assets carried at fair value through profit or loss, all transaction costs of
financial assets are included in their initial carrying amounts.

Financial assets at fair value through profit or loss

This category has three sub-categories: financial assets held for trading, those
designated at fair value through profit or loss at inception, and financial assets
mandatorily required to be measured at fair value through profit or loss.

A financial asset which has been acquired or incurred principally for the purpose of
selling in the short term or is part of a portfolio of identified financial instruments that
are managed together and for which there is evidence of a recent actual pattern of
short-term profit-taking is classified as held for trading. Derivatives are also classified
as held for trading unless they are designated as effective hedging instruments.

A financial asset will be designated as fair value through profit or loss, if it eliminates
or significantly reduces a measurement or recognition inconsistency (sometimes
referred to as “an accounting mismatch”) that would otherwise arise from measuring
the financial assets or recognising the gains and losses on them on different bases,
and is so designated by the Management.

These assets are recognised initially at fair value, with transaction costs taken directly
to the income statement, and are subsequently re-measured at fair value.

Gains and losses from changes in the fair value of such assets are reported in net
trading gain/loss or net gain/loss on financial instruments at fair value through profit
or loss.
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Notes to the Financial Statements (continued)

2.

Material accounting policies (continued)

2.8 Financial assets (continued)

(b) Financial assets at amortised cost

(c)

Financial assets are classified as subsequently measured at amortised cost if both of
the following conditions are met: (i) the financial assets are held within a business
model with the objective to hold financial assets in order to collect contractual cash
flows, and (ii) the contractual terms of the financial assets give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal
amount outstanding. They are initially recorded at fair value plus any directly
attributable transaction costs and are subsequently measured at amortised cost
using the effective interest method less allowances for impairment losses. Interest
income which includes the amortisation of premium or discount is calculated using
the effective interest method and is recognised in the income statement. Gains or
losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

Financial assets at fair value through other comprehensive income

Debt instruments are classified as subsequently measured at fair value through other
comprehensive income if both of the following conditions are met: (i) the financial
assets are held within a business model with the objective of both holding to collect
contractual cash flows and selling, and (ii) the contractual terms of the financial assets
give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets at fair value through other comprehensive income are initially
recorded at fair value plus any directly attributable transaction costs, and are
subsequently measured at fair value. Unrealised gains and losses arising from
changes in the fair value of investments are recognised directly in other
comprehensive income, until the financial asset is derecognised or impaired at which
time the accumulated gain or loss previously recognised in equity should be
transferred to the income statement. However, interest income which includes the
amortisation of premium and discount is calculated using the effective interest
method and is recognised in the income statement.
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Notes to the Financial Statements (continued)

Material accounting policies (continued)
Financial assets (continued)

Financial assets at fair value through other comprehensive income (continued)

For equity investments, an irrevocable election can be made at initial recognition to
recognise unrealised and realised fair value gains or losses in other comprehensive
income without subsequent reclassification of fair value gains or losses to the income
statement even upon disposal (non-recycling). Dividends on equity instruments
classified as fair value through other comprehensive income are recognised in other
operating income when the Group’s right to receive payment is established. Equity
instruments designated at fair value through other comprehensive income are not
subject to impairment assessment.

The treatment of translation differences on fair value through other comprehensive
income securities is dealt with in Note 2.4.

Financial liabilities

The Group classifies its financial liabilities under the following categories: (i) trading
liabilities, (ii) financial liabilities designated at fair value through profit or loss, (iii)
deposits, debt securities and certificates of deposit in issue, subordinated liabilities,
and other liabilities. All financial liabilities are classified at inception and recognised
initially at fair value, and in the case of financial liability not at fair value through profit
or loss, plus or minus transaction costs.

Trading liabilities

A financial liability, including derivatives, is classified as held for trading if it is incurred
principally for the purpose of repurchasing in the short term. It is measured at fair
value and any gains and losses from changes in fair value are recognised in the
income statement.
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2,

Material accounting policies (continued)

2.9 Financial liabilities (continued)

(b) FREBAMLEEETAIERS SR (b) Financial liabilities designated at fair value through profit or loss
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(c)

A financial liability can be designated at fair value through profit or loss if it is so
designated at inception. A financial liability is so designated if it meets one of the
following criteria:

e eliminates or significantly reduces a measurement or recognition inconsistency
(sometimes referred to as “an accounting mismatch”) that would otherwise arise
from measuring the financial liabilities or recognising the gains and losses on
them on different bases;

e applies to a group of financial assets, financial liabilities or both that is managed
and its performance is evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, and information about the
Group is provided internally on that basis to the Management; or

o relates to financial liabilities containing one or more embedded derivative that
significantly modifies the cash flow resulting from those financial liabilities.

Financial liabilities designated at fair value through profit or loss are measured at fair
value and any gains and losses from changes in fair value are recognised in the
income statement, except for fair value changes arising from own credit risks are
recognised as other comprehensive income and subsequently reclassified to the
retained earnings upon derecognition, unless such would create or enlarge an
accounting mismatch in the income statement, then all gains and losses from
changes in fair value are recognised in the income statement.

Deposit, debt securities and certificates of deposit in issue, subordinated
liabilities, and other liabilities

Deposits, debt securities and certificates of deposit in issue, subordinated liabilities,
and other liabilities, other than those classified as trading liabilities or designated at
fair value through profit or loss are carried at amortised cost. Any difference (if
available) between proceeds net of transaction costs and the redemption value is
recognised in the income statement over the period using the effective interest
method.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.10 Financial guarantee contracts and undrawn loan commitments

21

-

Financial guarantee contracts are contracts that require the issuer to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fails
to make payments when due, in accordance with the terms of a contract between the
holder and the debtor.

Financial guarantee contracts are initially recognised as financial liabilities and
reported under “Other accounts and provisions” in the financial statements at fair
value on the date the guarantee was given. Subsequent to initial recognition, the
Group’s liabilities under such guarantees are measured at the higher of (i) an
expected credit losses (“ECLs”) provision and (ii) the amount initially recognised less,
where appropriate, accumulated amortisation recognised over the life of the
guarantee on a straight-line basis. Any changes in the liability relating to financial
guarantee contracts are taken to the income statement.

Undrawn loan commitments are commitments under which, over the duration of the
commitment, the Group is required to provide a loan with pre-specified terms to the
customer. These commitments are in the scope of the ECL requirements as set out
in Note 2.14.

The ECL provision for financial guarantees and loan commitments are reported under
“other accounts and provisions” in the financial statements.

Recognition, derecognition and modification of financial instruments

Purchases and sales of financial assets subsequently measured at fair value through
profit or loss, at fair value through other comprehensive income and at amortised cost
are recognised on the trade date, the date on which the Group purchases or sells the
assets. Loans and advances and other financial assets are recognised when cash is
advanced to the counterparty. Financial assets are derecognised when the rights to
receive cash flows from the financial assets have expired or where the Group has
transferred substantially all risks and rewards of ownership. When the Group neither
transfers nor retains substantially all the risks and rewards of ownership of the
financial asset, the Group either continues to recognise the transferred financial asset
to the extent of its continuing involvement if control remains or derecognise it if there
is no retained control.
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(continued)

If the contractual cashflow of fair value through other comprehensive income or
amortised cost financial instruments are renegotiated or modified, the modified
contractual cashflow should be discounted using the original effective interest rate,
and compared with the original amortised cost before impairment. If the difference is
material, the original financial instrument should be derecognised and then re-
recognised with the present value aforementioned. Otherwise, the difference is
adjusted to the original carrying value and accounted for in the income statement.

Securities and bills sold to a counterparty with an obligation to repurchase at a pre-
determined price on a specified future date under a repurchase agreement are
referred to as repos. Securities and bills purchased from a counterparty with an
obligation to re-sell to the counterparty at a pre-determined price on a specified future
date under a resale agreement are referred to as reverse repos.

Repos or securities lending are initially recorded as Deposits and balances from
banks and other financial institutions, as appropriate, at the actual amount of cash
received from the counterparty. Financial assets given as collateral for repurchase
agreements are not derecognised and are recorded as investment in securities or
financial assets at fair value through other comprehensive income. Reverse repos or
securities borrowing are initially recorded in the balance sheet as Cash and balances
with banks and other financial institutions, as appropriate, at the actual amount of
cash paid to the counterparty. Financial assets received as collateral under reverse
repurchase agreements are not recognised on the balance sheet. The difference
between sale and repurchase price is recognised as interest income or interest
expense over the life of the agreements using the effective interest method.

2.12 Fair value measurement

The Group measures its premises and investment properties, precious metals and
certain financial instruments at fair value at the end of each reporting period. Fair
value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants in its principal market or the
most advantageous market accessible by the Group at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.
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2. Material accounting policies (continued)

2.12 Fair value measurement (continued)
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The Group uses the price within the bid-offer spread that is most representative of
the fair value of financial instruments, where appropriate, includes using on the
residual of the net offsetting risk position of portfolios of financial assets and financial
liabilities in cases the Group manages such groups of financial assets and liabilities
according to their net market risk exposures. Despite the Group measures the fair
value of these groups of financial instruments on a net basis, the underlying financial
assets and financial liabilities are separately presented in the financial statements
unless the offsetting criterias are fulfilled.

A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest
and best use or by selling it to another market participant that would use the asset in
its highest and best use.

If the market for assets or liabilities is not active, the Group uses valuation techniques,
including the use of recent arm’s length transactions, discounted cash flow analysis,
option pricing models and other valuation techniques commonly used by market
participants, that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs
and minimising the use of unobservable inputs.

2.13 Precious metals

Precious metals comprise gold, silver and other precious metals. Precious metals are
initially recognised and subsequently re-measured at fair value. Mark-to-market gains
or losses on precious metals are included in net trading gain/loss.

2.14 Impairment of financial assets

The Group recognises a loss allowance for ECLs on the following items:

e financial assets measured at amortised cost;

e debt securities measured at fair value through other comprehensive income; and

e loan commitments and financial guarantees issued, which are not measured at
fair value through profit or loss.
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2.14 Impairment of financial assets (continued)
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Financial assets measured at fair value, including equity securities measured at fair
value through profit or loss, equity securities designated at fair value through other
comprehensive income (non-recycling) and derivative financial assets, are not
subject to the ECL assessment.

ECLs are a probability-weighted estimate of credit losses. Credit losses are
measured as the present value of all expected cash shortfalls (i.e. the difference
between the cash flows due to the Group in accordance with the contract and the
cash flows that the Group expects to receive).

For undrawn loan commitments and financial guarantees outstanding, expected cash
shortfalls are measured as the difference between (i) the contractual cash flows that
would be due to the Group if the holder of the loan commitment draws down on the
loan/the beneficiary of the financial guarantee claims on the financial guarantee and
(i) the cash flows that the Group expects to receive if the loan is drawn down/the
financial guarantee is claimed.

The expected cash shortfalls are discounted where the effect of discounting is
material. The maximum period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable
information that is available without undue cost or effort. This includes information
about past events, current conditions and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

e 12-month ECLs: these are losses that are expected to result from possible
default events within the 12 months after the reporting date; or

o lifetime ECLs: these are losses that are expected to result from all possible
default events over the expected lives of the items to which the ECL model
applies.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)

2.14 Impairment of financial assets (continued)

The Group will account for ECLs within the next 12 months as Stage 1 when those
financial instruments are initially recognised; and to recognise lifetime ECLs as Stage
2 when there has been significant increases in credit risk since initial recognition.
Lifetime ECLs will be recognised for credit-impaired financial instruments as Stage 3
if one or more events that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred and interest will then be accrued net of the
impairment amount of the respective Stage 3 financial assets.

The Group considers that a default event occurs when (i) the borrower is unlikely to
pay its credit obligations to the Group in full, without recourse by the Group to act on
such as realising security (if any is held); or (ii) the financial asset is 90 days past
due. The Group considers both quantitative and qualitative information that is
reasonable and supportable, including historical experience and forward-looking
information that is available without undue cost or effort.

In assessing whether the credit risk of a financial instrument (including a loan
commitment and financial guarantee) has increased significantly since initial
recognition, the Group compares the risk of default occurring on the financial
instrument assessed at the reporting date with that assessed at the date of initial
recognition. The Group takes into account following information, including but not
limited to:

o failure to make payments of principal or interest on their contractually due dates;

e an actual or expected significant deterioration in a financial instrument’s external
or internal credit rating (if available);

e an actual or expected significant deterioration in the operating results of the
debtor; and
e existing or forecast changes in the technological, market, economic or legal

environment that have a significant adverse effect on the debtor’s ability to meet
its obligation to the group.

51



%) NCB #1if %% A

BRI (8D

Notes to the Financial Statements (continued)

2. EHEEFBER (8)

214 SREERE (&)

2. Material accounting policies (continued)

2.14 Impairment of financial assets (continued)
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For loan commitments and financial guarantees, the date of initial recognition for the
purpose of assessing ECLs is considered to be the date that the Group becomes a
party to the irrevocable commitment. In assessing whether there has been a
significant increase in credit risk since initial recognition of a loan commitment and
financial guarantee, the Group considers changes in the risk of default occurring on
the loan and guarantee to which the loan commitment and financial guarantee
relates.

Depending on the nature of the financial instruments, the assessment of a significant
increase in credit risk is performed on either an individual basis or a collective basis.
When the assessment is performed on a collective basis, the financial instruments
are grouped based on shared credit risk characteristics, such as past due status and
credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial
instrument’s credit risk since initial recognition. Any change in the ECL amount is
recognised as an impairment gain or loss in income statement. The Group recognises
an impairment gain or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance account, except for
investments in debt securities that are measured at fair value through other
comprehensive income, for which the loss allowance is recognised in other
comprehensive income and accumulated in the fair value reserve.

Interest income recognised in accordance with Note 2.7 is calculated based on the
gross carrying amount of the financial asset unless the financial asset is credit-
impaired (Stage 3), in which case interest income is calculated based on the
amortised cost (i.e. the gross carrying amount less loss allowance) of the financial
asset.

When a financial asset is uncollectible, it is written off against the related allowance
for impairment losses. Such assets are written off after all the necessary procedures
have been completed and the amount of the loss has been determined. The assets
written off are still subject to enforcement activity. Subsequent recoveries of amounts
previously written off decrease the amount of impairment losses in the income
statement.

52



%) NCB #1if %% A

MressRMeE (&) Notes to the Financial Statements (continued)

2. EEEBCR (#) 2.

Material accounting policies (continued)

214 SRIEERE (8) 2.14 Impairment of financial assets (continued)

WAL IR ot iR IR o J(E
TRRHY BB D > HL% S el ) B
FRRE 1R 5 A B F BRI
(Bl A M5 RS ) - A
Z BIEHESRAY R E IR FTHR 20
% Z A RIE 2 8 0 s R
P LA - (SIS S8 U
%%WE@EL °

B R IR A BT TR B R
BERAZRE > ZEF R R
HIHERK - E Rl SRR EE -

If, in a subsequent period, the amount of allowance for impairment losses decreases
and the decrease can be related objectively to an event occurring after the
impairment loss was recognised (such as an improvement in the debtor’s credit
rating), the previously recognised impairment loss to the extent of its decrease is
reversed by adjusting the allowance account. The amount of the reversal is
recognised in the income statement.

Loans whose terms have been renegotiated with substantial difference in the terms
are no longer considered to be past due but are treated as new loans.

2.15 Br&gyss 2.15 Investment properties
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Properties (including right-of use assets arising from leases over leasehold land on
which properties are situated) that are held for long-term rental yields or for capital
appreciation or both, and that are not occupied by the companies in the Group, are
classified as investment properties. Properties leased out within Group companies
are classified as investment properties in individual companies’ financial statements
and as premises in consolidated financial statements.

Investment properties are recognised initially at cost, including related transaction
costs. After initial recognition, investment properties are measured at fair value.

Subsequent expenditure is charged to the asset’s carrying amount only when it is
probable that future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. The work in progress item is stated
at fair value. All other repairs and maintenance costs are expensed in the income
statement during the financial period in which they are incurred.

Any changes in fair value are recognised directly in the income statement.

If an investment property becomes owner-occupied, it is reclassified as premises,
and its fair value at the date of reclassification becomes its cost for accounting
purposes. If an item of premises becomes an investment property because its use
has changed, any difference resulting between the carrying amount and the fair value
of this item at the date of transfer is recognised as a revaluation of premises under
HKAS 16 “Property, Plant and Equipment”. However, if a fair value gain reverses a
previous revaluation loss or impairment loss, the gain is recognised in the income
statement up to the amount previously debited.
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2.16 Properties, plant and equipment
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Properties (including right-of use assets arising from leases over leasehold land on
which properties are situated) are mainly branches and office premises. Premises
are shown at fair value based on periodic, at least annually, valuations by external
independent valuers less subsequent accumulated depreciation and impairment loss.
Any accumulated depreciation at the date of revaluation is eliminated against the
gross carrying amount of the asset and the net amount is restated to the revalued
amount of the asset. In the intervening periods, the directors review the carrying
amount of premises, by reference to the open market value of similar properties, and
adjustments are made when there has been a material change.

All plant and equipment and right-of-use assets other than leasehold land are stated
at historical cost less accumulated depreciation and impairment loss. Historical cost
includes expenditures that are directly attributable to the acquisition and installation
of the items.

Subsequent costs are included in an asset’s carrying amount or are recognised as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of the item can be
measured reliably. The item is stated at cost less impairment until it begins to
generate economic benefits, then the item is subsequently measured according to
the measurement basis of its respective assets class. All other repairs and
maintenance costs are charged to the income statement during the financial period
in which they are incurred.

Increases in the carrying amount arising on revaluation of premises are credited to
the premises revaluation reserve through other comprehensive income. Decreases
that offset previous increases of the same individual asset are charged against
premises revaluation reserve through other comprehensive income; all other
decreases are expensed in the income statement. Any subsequent increases are
credited to the income statement up to the amount previously debited, and then to
the premises revaluation reserve. Upon disposal of premises, the relevant portion of
the premises revaluation reserve realised in respect of previous valuations is
released and transferred from the premises revaluation reserve to retained earnings.

Depreciation is calculated on the straight-line method to write down the cost or
revalued amount of such assets over their estimated useful lives as follows:

e Properties
Over the life of government land leases
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e Plant and equipment
2 to 15 years

e  Right-of-use assets
Shorter of useful lives and lease terms

The useful lives of assets are reviewed, and adjusted if appropriate, as at the end of
each reporting period.

At the end of each reporting period, both internal and external sources of information
are considered to determine whether there is any indication that properties, plant and
equipment, are impaired. If any such indication exists, the recoverable amount of the
asset is estimated and where relevant, an impairment loss is recognised to reduce
the asset to its recoverable amount. Such an impairment loss is recognised in the
income statement except where the asset is carried at valuation and the impairment
loss does not exceed the revaluation surplus for that same asset, in which case it is
treated as a revaluation decrease. The recoverable amount is the higher of the
asset’s fair value less costs to sell and value in use. Impairment loss is reversed
through the premises revaluation reserve or the income statement as appropriate.

Gains and losses on disposals are determined by comparing proceeds with carrying
amount, relevant taxes and expenses. These are recognised in the income statement
on date of disposal. Any related revaluation surplus is transferred from the revaluation
reserve to retained earnings and is not reclassified to the income statement.

2.17 Intangible assets

Intangible assets are identifiable non-monetary assets without physical substance
owned and controlled by the Group, mainly computer application software. Intangible
assets are stated at acquisition cost less accumulated amortisation and impairment.

Amortisation of intangible assets with finite useful lives is charged to profit or loss on
a straight-line basis over the assets’ estimated useful lives. The following intangible
assets with finite useful lives are amortised from the date they are available for use
and their estimated useful lives are as follows:

e Capitalised computer application software
3to 10 years
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2.

Notes to the Financial Statements (continued)

Material accounting policies (continued)

2.17 Intangible assets (continued)

Both the period and method of amortisation are reviewed annually.

Gains or losses on disposals are determined as the difference between the net
disposal proceeds and the carrying amount, relevant taxes and expenses. These are
recognised in the income statement on the date of disposal.

2.18 Leases

(@

At inception of a contract, the Group assesses whether the contract is, or contains, a
lease. A contract is, or contains, a lease if the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration.
Control is conveyed where the customer has both the right to direct the use of the
identified asset and to obtain substantially all of the economic benefits from that use
over the contract period.

As a lessee

On the lease commencement date, the Group recognises a right-of-use asset and a
lease liability, except for short-term leases that have a lease term of 12 months or
less and leases of low-value assets. When the Group enters into a lease in respect
of a low-value asset, the Group decides whether to capitalise the lease on a lease-
by-lease basis. The lease payments associated with those leases which are not
capitalised are recognised as an expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present
value of the lease payments payable over the lease term, after taking into account
payments to be made in the optional period if the extension option is reasonably
certain to be exercised, discounted using the interest rate implicit in the lease or, if
that rate cannot be readily determined, using a relevant incremental borrowing rate.

Payments associated with short-term leases of equipment and all leases of low-value
assets are recognised on a straight-line basis as an expense in the income statement.

After initial recognition, the lease liability is measured at amortised cost and interest
expense is calculated using the effective interest method.
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Notes to the Financial Statements (continued)

2. Material accounting policies (continued)
2.18 Leases (continued)

(a) As alessee (continued)

The right-of-use asset recognised when a lease is capitalised is initially measured at
cost, which comprises the initial amount of the lease liability plus any lease payments
made at or before the commencement date, and any initial direct costs incurred.
Where applicable, the cost of the right-of-use assets also includes an estimate of
costs to dismantle and remove the underlying asset or to restore the underlying asset
or the site on which it is located, discounted to their present value, less any lease
incentives received. The right-of-use asset is subsequently stated at cost less
accumulated depreciation and impairment losses except for the following types of
right-of-use asset:

e right-of-use assets that meet the definition of investment property are carried at
fair value; and

e right-of-use assets related to leasehold land and buildings that do not meet the
definition of investment property where the Group is the registered owner of the
leasehold interest are carried at revalued amount.

The lease liability is remeasured when there is a change in future lease payments
arising from a change in an index or rate, or there is a change in the group’s estimate
of the amount expected to be payable under a residual value guarantee, or there is
a change arising from the reassessment of whether the Group will be reasonably
certain to exercise a purchase, extension or termination option. When the lease
liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in income statement if the carrying
amount of the right-of-use asset has been reduced to zero.

The Group presents right-of-use assets that do not meet the definition of investment
property in ‘Properties, plant and equipment’ and presents lease liabilities separately
in “Other accounts and provisions”.
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2.

Notes to the Financial Statements (continued)

Material accounting policies (continued)

2.18 Leases (continued)

(b)

As a lessor

When the Group acts as a lessor, it determines at lease inception whether each lease
is a finance lease or an operating lease. A lease is classified as a finance lease if it
transfers substantially all the risks and rewards incidental to the ownership of an
underlying assets to the lessee. If this is not the case, the lease is classified as an
operating lease.

The rental income from operating leases is recognised on a straight-line basis over
the lease term.

2.19 Cash and cash equivalents

For the purposes of the consolidated cash flow statement, cash and cash equivalents
comprise balances with original maturity less than three months from the date of
acquisition, including cash, balances with banks and other financial institutions, short-
term bills and notes classified as investment securities and certificates of deposit.

2.20 Provisions

2.21

(@)

Provisions are recognised when the Group has a present legal or constructive
obligation as a result of past events, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation, and a reliable
estimate of the amount of the obligation can be made.

Employee benefits

Retirement benefit costs

The Group contributes to defined contribution retirement schemes under either
recognised ORSO schemes or MPF schemes that are available to the Group’s
employees. Contributions to the schemes by the Group and employees are
calculated as a percentage of employees’ basic salaries for the ORSO schemes and
in accordance with the MPF rules for MPF schemes. The retirement benefit scheme
costs are charged to the income statement as incurred and represent contributions
payable by the Group to the schemes. Contributions made by the Group that are
forfeited by those employees who leave the ORSO scheme prior to the full vesting of
their entitlement to the contributions are used by the Group to reduce the existing
level of contributions or to meet its expenses under the trust deed of the ORSO
schemes.
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Notes to the Financial Statements (continued)

2.21

(@

(b)

(c)

(d)

Material accounting policies (continued)
Employee benefits (continued)
Retirement benefit costs (continued)

The assets of the schemes are held in independently-administered funds separate
from those of the Group.

Leave entitlements

Employee entitlements to annual leave and sick leave are recognised when they
accrue to employees. A provision is made for the estimated liability for unused annual
leave and the amount of sick leave expected to be paid as a result of services
rendered by employees up to the end of the reporting period.

Compensated absences other than sick leave and special approved annual leaves
are non-accumulating; they lapse if the current period’s entitlement is not used in full.
Except for unexpired annual leaves, they do not entitle employees to a cash payment
for unused entitlement on leaving the Group.

Bonus plans

The expected cost of bonus payments are recognised as a liability when the Group
has a present legal or constructive obligation as a result of services rendered by
employees and a reliable estimate of the obligation can be made. Liabilities for bonus
plans that are expected to be settled longer than twelve months will be discounted if
the amounts are significant.

Defined benefit plan

The Group operates a defined benefit plan which is unfunded. The cost of providing
benefits under the defined benefit plan is determined using the projected unit credit
actuarial valuation method.

Remeasurements arising from actuarial gains and losses of the defined benefit plan,
is recognised immediately in the consolidated balance sheet with a corresponding
debit or credit to retained earnings through other comprehensive income in the period
in which they occur. Remeasurements are not reclassified to income statement in
subsequent periods.
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2. Material accounting policies (continued)
2.21 Employee benefits (continued)

(d) FEMZSERESE (8 (d) Defined benefit plan (continued)
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Past service costs are recognised in income statement at the earlier of:

e the date of the plan amendment or curtailment; and

e the date that the Group recognises restructuring-related costs.

Net interest is calculated by applying the discount rate to the net defined benefit
liability. The Group recognises the following changes in the net defined benefit
obligation under “interest expenses” and “operating expenses” in the consolidated
income statement by function:

e service costs comprising current service costs, past service costs, gains and
losses on curtailments and non-routine settlements; and

e netinterest expense.

2.22 Current and deferred income taxes

Tax expenses for the period comprises current and deferred tax. Tax is recognised in
the income statement, except to the extent that it relates to items recognised directly
in other comprehensive income. In this case, the tax is also recognised in other
comprehensive income.

Income tax payable on profits, based on the applicable tax law enacted or
substantially enacted at the end of the reporting period in each jurisdiction where the
Bank and the subsidiaries operate and generate taxable income, is recognised as a
current income tax expense in the period in which profits arise.

Deferred income tax is provided in full, using the balance sheet liability method, on
temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial statements. Deferred income tax is
determined using tax rates and laws that have been enacted or substantially enacted
by the end of the reporting period and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.
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2.22 Current and deferred income taxes (continued)
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The principal temporary differences arise from asset impairment provisions,
depreciation of premises and equipment, and revaluation of certain assets including
at fair value through other comprehensive income securities and premises. However,
the deferred income tax is not recognised if it arises from initial recognition of an asset
or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss and does not give rise
to equal taxable and deductible temporary differences.

Deferred income tax liabilities, except for temporary differences arising from
undistributed profits of subsidiaries, are provided in full on all taxable temporary
differences. Deferred income tax assets are recognised on deductible temporary
differences, the carry forward of any unused tax credits and unused tax losses to the
extent that it is probable that future taxable profit will be available against which the
deductible temporary differences, the carry forward of unused tax credits and unused
tax losses can be utilised.

Deferred income tax is charged or credited in the income statement except for
deferred income tax relating to fair value re-measurement of securities at fair value
through other comprehensive income and revaluation of premises which are charged
or credited to other comprehensive income, in which case the deferred income tax is
also credited or charged to other comprehensive income and is subsequently
recognised in the income statement together with the realisation of the deferred gain
and loss.

Deferred tax liability or deferred tax asset arising from investment property is
determined based on the presumption that the revaluation amount of such investment
property will be recovered through sale with the relevant tax rate applied.

2.23 Repossessed assets

Collateral assets for loans and advances are repossessed by the Group when the
borrowers are unable to service their repayments. When the Group has acquired
access or control of the collateral assets, repossessed assets are measured at
amortised cost less allowances for impairment losses and are reported under
separate accounts from loans and advances.

2.24 Fiduciary activities

The Group commonly acts as a trustee, or in other fiduciary capacities, that result in
its holding or managing assets on behalf of individuals, trusts and other institutions.
These assets and any gains or losses arising thereon are excluded from these
financial statements, as they are not assets of the Group.
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2.25 Contingent liabilities and contingent assets
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A contingent liability is a possible obligation that arises from past events and whose
existence will only be confirmed by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Group. It can also be a
present obligation arising from past events that is not recognised because it is not
probable that an outflow of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised as a provision but is disclosed in the notes to
the financial statements. When a change in the probability of an outflow occurs so
that outflow is probable, it will then be recognised as a provision.

A contingent asset is a possible asset that arises from past events and whose
existence will only be confirmed by the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the financial
statements when an inflow of economic benefits is probable. When the inflow is
virtually certain, it will be recognised as an asset.

2.26 Related parties

For the purposes of these financial statements, a party is considered to be related to
the Group if that party (i) controls, jointly controls or has significant influence over the
Group; (ii) is a member of the same financial reporting group, such as parents,
subsidiaries and fellow subsidiaries; (iii) is an associate or a joint venture of the Group
or parent reporting group; (iv) is a key management personnel of the Group or
parents; (v) is subject to common control with the Group; (vi) is an entity in which a
person identified in (iv) controls; and (vii) provides key management personnel
services to the Group or its parent. Related parties may be individuals or entities.
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Notes to the Financial Statements (continued)

3.

3.1

Critical accounting estimates and judgements in applying
accounting policies

The Group makes estimates and assumptions that affect the carrying amounts of
assets and liabilities within the next financial year. Estimates and judgements are
continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. Areas susceptible to changes in essential estimates and judgements,
which affect the carrying amount of assets and liabilities, are set out below. The effect
of changes to either the key assumptions or other estimation uncertainties will be
presented below if it is practicable to determine. It is possible that actual results may
require material adjustments to the estimates referred to below.

Impairment requirements on financial assets

The measurement of impairment losses under HKFRS 9 across all categories of
financial assets (except for financial assets at fair value through profit and loss)
requires judgement, in particular, the estimation of the amount and timing of future
cash flows and collateral values when determining impairment losses and the
assessment of a significant increase in credit risk and in the event of default and
when assets are credit-impaired. These estimates are driven by a number of factors,
changes in which can result in different levels of allowances.

The Group’s ECL calculations are outputs of complex models with a number of
underlying assumptions regarding the choice of variable inputs and their
interdependencies. Elements of the ECL models that are considered accounting
judgements and estimates include:

e The Group’s internal credit grading model, which assigns default probabilities to
the individual grades.

e The Group’s criteria for assessing if there has been a significant increase in
credit risk and so allowances for financial assets should be measured on a
lifetime ECL basis and the qualitative assessment.

e The segmentation of financial assets when their ECL is assessed on a collective
basis.

e Development of ECL models, including the determination of macroeconomic

scenarios and the effect on probability of default (“PD”) and exposures at default
(“EAD”) and loss given default (“LGD”).
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Notes to the Financial Statements (continued)

3.

31

3.2

3.3

Critical accounting estimates and judgements in applying
accounting policies (continued)

Impairment requirements on financial assets (continued)

Forward-looking macroeconomic factor forecasts maintain a consistent Group’s
view on future macroeconomic environment.

e Selection of forward-looking macroeconomic scenarios and their probability
weightings, to derive the economic inputs into the ECL models.

The Group's stage 3 ECL calculations are based on the estimation of recoverable
future cash flows of stage 3 advances to customers on an individual basis.

It has been the Group’s policy to regularly review its models in the context of actual
loss experience and adjust when necessary.

Fair values of derivative financial instruments and other financial instruments

The fair values of derivative financial instruments and other financial instruments that
are not quoted in active markets are determined by using valuation techniques.
Valuation techniques used include discounted cash flows analysis and models with
built-in functions available in externally acquired financial analysis or risk
management systems widely used by the industry such as option pricing models. To
the extent practical, the models use observable data. In addition, valuation
adjustments may be adopted if factors such as credit risk are not considered in the
valuation models. Management judgement and estimates are required for the
selection of appropriate valuation parameters, assumptions and modeling
techniques. Further details will be discussed in Note 5.

Deferred tax assets

Deferred tax assets on unused tax losses are recognised to the extent that it is
probable that taxable profit will be available against which the losses can be utilised.
Significant management judgement is required to determine the amount of deferred
tax assets that can be recognised, based upon the likely timing and level of future
taxable profits.

Deferred tax assets on unused tax credits are recognised. Significant management
judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the estimation of available tax credits and the possibility to
recover such deferred tax assets recognised.
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Notes to the Financial Statements (continued)

Financial risk management

The Group is exposed to financial risks as a result of engaging in a variety of business
activities. The principal financial risks are credit risk, market risk (including currency
risk and interest rate risk) and liquidity risk. This note summarises the Group’s
exposures to the abovementioned risks, as well as the risk management objectives,
risk management governance structure, policies and processes and the methods
used to measure these risks.

Financial risk management framework

The Group’s risk management governance structure is designed to cover all business
processes to ensure various risks are properly managed and controlled in the course
of conducting business. The Group has a robust risk management organisational
structure with a comprehensive set of policies and procedures to identify, measure,
evaluate, monitor, report, and control various risks that may arise. These risk
management policies and procedures are regularly reviewed and updated to reflect
changes in markets and business strategies. Various groups of risk takers assume
their respective responsibilities for risk management.

The Board of Directors is the highest decision-making authority of the Group and has
the ultimate responsibility for risk management. The Board, with the assistance of its
committees, has the primary responsibility for the formulation of risk management
strategies and risk appetite, establishing a sound risk culture and risk management
system to implement these strategies.

The Risk Management Committee (“RMC”), a standing committee established by the
Board of Directors, is responsible for overseeing the Group’s various types of risks,
reviewing and approving high-level risk management policies and monitoring their
implementation, recommending senior risk management organisational framework to
the Board, including credit approval authority for the Chief Executive and scope of
credit approval for the Credit Approval Committee. The RMC would refer any specific
transaction to the Board if it is deemed so significant that Board approval is desirable.
The RMC, from the risk management viewpoint, assesses whether incentives created
by the remuneration system are aligned with the risk culture and risk appetite, and
whether remuneration awards appropriately reflect the level of risk-taking and
consequences. It also assists in fostering a strong risk culture within the Group. The
Audit Committee assists the Board in fulfilling its role in overseeing the internal control
system.
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)

Financial risk management framework (continued)

The Credit Approval Committee is responsible for reviewing or approving credit
business and credit management related matters within the authorisation granted by
the Board of Directors, monitoring the credit activities of the Group and reporting to
the RMC regularly. The Chief Executive is responsible for organising the
implementation of risk management strategies and objectives established by the
Board of Directors, managing various risks and ensuring significant risk exposures
are properly managed.

Various units of the Group have their respective risk management responsibilities.
Business units act as the first line of defence while risk management units, which are
independent from the business units, are responsible for the day-to-day management
of different kinds of risks. Risk management units have the primary responsibilities
for drafting, reviewing and updating various risk management policies and
procedures.

The Group has put in place appropriate internal control systems, including
establishment of an organisational structure that sets clear lines of authority and
responsibility for monitoring compliance with policies, procedures and limits. Proper
reporting lines also provide sufficient independence of the control functions from the
business areas, as well as adequate segregation of duties throughout the
organisation which helps to promote an appropriate internal control environment.

Product development and risk monitoring

“Products” encompasses the products and services provided to customers through
various channels.

To ensure the effectiveness of risk assessment and monitoring, the Group has a
comprehensive product development and risk monitoring system where roles and
responsibilities of all related units are clearly defined and proper due diligence
processes on product development are in place.

In accordance with the strategic objectives set by the Board and the Management,
respective product management units are responsible for formulating business and
product development plans, and proceeding to specific product development
activities. The strategic development unit shall ensure the plans are aligned with the
Group’s overall strategies. Units that are responsible for risk management, legal,
compliance and finance, etc. are accountable for risk assessment and review.
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Notes to the Financial Statements (continued)

4.

4.1

Financial risk management (continued)
Product development and risk monitoring (continued)

Apart from product development, respective product management units work closely
with relevant risk evaluating units to identify and assess the various risks of new
products. Risk evaluating units conduct independent review on the risk assessment
results and the corresponding risk management measures. Products can only be
launched upon completion of the product due diligence process to the satisfaction of
all risk evaluating units.

Credit risk

Credit risk is the risk of loss that a customer or counterparty is unable to or unwilling
to meet its contractual obligations. Credit risk exists in the trading book and banking
book, as well as from on- and off-balance sheet transactions of the Group. It arises
principally from lending, trade finance and treasury businesses.

Credit risk management framework

The Group has formulated a comprehensive set of credit risk management policies
and procedures, and appropriate credit risk limits to manage and control credit risk
that may arise. These policies, procedures and credit risk limits are regularly reviewed
and updated to cope with changes in market conditions and business strategies.

The Group’s organisational structure establishes a clear set of authority and
responsibility for monitoring compliance with policies, procedures and limits.

The Credit and Loans Management Committee, a management committee
authorised by the Chief Executive, is responsible for the implementation of the credit
risk management strategies as well as the approval of credit policies. It also monitors
the Group’s loan portfolio, quality of credit asset and risk concentration level. Different
units of the Group have their respective credit risk management responsibilities.
Business units act as the first line of defence. The risk management units, which are
independent from the business units, are responsible for the day-to-day management
of credit risks and have the primary responsibilities for providing an independent due
diligence through identifying, measuring, evaluating, monitoring, reporting and
controlling credit risk to ensure an effective checks and balances, as well as drafting,
reviewing and updating credit risk management policies and procedures. They report
directly to the Chief Risk Officer, Credit and Loans Management Committee, Chief
Executive, Credit Approval Committee and RMC.
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Notes to the Financial Statements (continued)

4.

4.1

Financial risk management (continued)
Credit risk (continued)
Credit risk management framework (continued)

Nanyang Commercial Bank (China), Limited (“NCB (China)”) sets up independent
risk monitoring teams to monitor credit risk, and submits management information
and reports to the Bank on a regular basis.

The Board of Directors is the ultimate source of credit authority. The Board of
Directors delegates credit approval authority to the Credit Approval Committee and
the Chief Executive. Based on management needs, the Chief Executive can further
delegate to the credit-related subordinates or committee within the limit authorised
by the Board of Directors. The Group sets the limits of credit approval authority
according to the credit business nature, internal rating, the level of transaction risk,
and the size of the credit exposure.

Credit risk measurement and control

In view of the rapidly changing market conditions, the Group has been continuously
revising its credit strategies and conducting rigorous reviews on the concerned
portfolios.

Advances

Different credit approval and control procedures are adopted according to the level
of risk associated with the customer, counterparty or transaction. All credit
applications are subject to thorough risk assessment and proper approval. In general,
most of the credit applications will be reviewed and assessed by independent
officer(s) of risk management unit(s) before approval, with exceptions given to
designated advances which satisfy certain conditions. After funding being drawn,
these designated advances will be (randomly) reviewed by designated unit(s) which
is(are) independent from the front line business units. Obligor ratings (in terms of
probability of default) and facility ratings (in terms of loss given default) are assigned
to credit applications for non-retail exposures to support credit approval. Retail
internal rating systems are deployed in the risk assessment of retail credit
transactions, including small business retail exposures, residential mortgage loans,
personal loans, etc. Loan grades, obligor and facility ratings as well as loss estimates
(if applicable) are used to support credit approval.
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Notes to the Financial Statements (continued)

4.

4.1

Financial risk management (continued)
Credit risk (continued)

Credit risk measurement and control (continued)
Advances (continued)

The Group also uses loan grades, obligor ratings and loss estimates (if applicable) to
support monitoring, reporting and analysis of credit risk. For non-retail exposures,
more frequent rating review and closer monitoring are required for higher-risk
customers. For retail exposures, monthly updated internal ratings and loss estimates
are used for credit monitoring on a portfolio basis. More comprehensive review is
required for obligors being identified under high-risk pools.

Regular or ad hoc credit risk management information reports are provided to the
Management, Credit Approval Committee, RMC and the Board of Directors to
facilitate their continuous monitoring of credit risk.

In addition, the Group identifies credit concentration risk by industry, geography,
customer and counterparty. The Group monitors changes in counterparty credit risk,
quality of the credit portfolio and credit risk concentrations, and reports regularly to
the Group’s Management.

The Group adopts loan grading criteria which divides credit assets into five categories
with reference to the HKMA'’s guidelines, as below:

“Pass” represents loans where the borrower is in current meeting its repayment
obligations and full repayment of interest and principal is not in doubt.

“Special Mention” represents loans where the borrower is experiencing difficulties
which may threaten the Group’s position. Ultimate loss is not expected at this stage
but could occur if adverse conditions persist.

“Substandard” represents loans where the borrower displays a definable weakness
that is likely to jeopardise repayment.

“Doubtful” represents loans where collection in full is improbable and the Group
expects to sustain a loss of principal and/or interest, taking into account the net
realisable value of the collateral.

“Loss” represents loans which are considered uncollectible after all collection options
(such as the realisation of collateral or the institution of legal proceedings) have been

exhausted.

69



%) NCB #1if %% A

BRI (8D

Notes to the Financial Statements (continued)

4. ERERREHE (8) 4.

41 (=R (& 4.1 Credit risk (continued)

Financial risk management (continued)

EERBRI R (8D
(TSR R LT

HINABEFINE - AEEGE
R A RTINS R RTAR ~ 48
BRI AR R R EUE
HERGEFRT NMEEREE - LB
HEBEFNEERE | BNPTE
EEdL o AERE G P IR B
SR ERIER N B B S
Sl o M E R K L IRER
o

S £ IR E A S ETAEBAS T
VEX 5 UK B AR AR &~ 5855
BRESE S A E R AE LU AR FE U 1%
LS TR ~ 77 SEEERINT
HELLS - FERHE ST
EFHIES HERERE - DURE
EfI B — T A BT S L
HIFTASEE R -

B R R HEMSEER T

REEGIER ARG E L ERRE
SR E HEPCRBEARRE - BIREEH
S EEZAE R R ~ Bk
fili{ELEETR ~ A HRHTHOEL R ~ Al {E R AR
B EHE - RSB E HIE
B {E - MR A S 12 E M
e JEFstA e T £ R A (B e B AR
B T7 - VR A SR T 2 R
EEERIHF R ERE AT
FEVEEE T E - WFREE - A
SIE R ORbRSl DU SR B B8 — 2
mA e

H = HRHERVET O K
FEEEGHEERANH BRI - (F
B SUBAIRE

7t 2025 £ 12 [ 31 H > REEEEE
R A A RN ERARELE
DU B B Z S AL (2024
) -

Credit risk measurement and control (continued)

Debt securities and derivatives

For investments in debt securities, the obligor ratings or external credit ratings,
assessment of the underlying assets and credit limits setting on customer/security
issuer basis are used for managing credit risk associated with the investment. For
derivatives, the Group sets customer limits to manage the credit risk involved and
follows the same approval and control processes as applied for advances. On-going
monitoring and stop-loss procedures are established.

Settlement risk arises mainly from foreign exchange transactions with counterparties
and also from derivatives transactions in any situation where a payment in cash,
securities or equities is made in the failure of a corresponding receipt in cash,
securities or equities. Daily settlement limits are established for each counterparty or
customer to cover all settlement risk arising from the Group’s market transactions on
any single day.

Collateral held as security and other credit enhancements

The valuation and management of collateral have been documented in the credit risk
management policies and procedures which cover acceptance criteria, validity of
collateral, loan-to-value ratio, haircut ratio, valuation and insurance, etc. The
collateral is revalued on a regular basis, though the frequency and the method used
varies with the type of collateral involved and the nature and the risk of the underlying
credit. The Group has established a mechanism to update the value of its main type
of collateral, real estate properties, with the use of public indices on a portfolio basis.
If necessary, collateral is insured with the Group as the primary beneficiary.

For loans guaranteed by a third party, the Group will assess the guarantor’s financial
condition, credit history and ability to meet obligations.

As at 31 December 2025, the Group did not hold any collateral that it was permitted
to sell or re-pledge in the absence of default by the borrower (2024: Nil).
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Notes to the Financial Statements (continued)

4.

4.1

Financial risk management (continued)
Credit risk (continued)
ECL Methodology

For impairment assessment, an impairment model is introduced in compliance with
HKFRS 9, it requires the recognition of ECL for financial instrument held at amortised
cost and fair value through other comprehensive income. Under HKFRS 9, ECL is
assessed in three stages and the financial assets and commitments are classified in
one of the three stages.

Stage 1: if the financial instrument is not credit-impaired upon origination and the
credit risk on the financial instrument has not increased significantly since initial
recognition, the loss allowance is measured at an amount up to 12-month ECL;

Stage 2: if the financial instrument is not credit-impaired upon origination but the
credit risk on the financial instrument has increased significantly since initial
recognition, the loss allowance is measured at an amount equal to the lifetime ECL;
and

Stage 3: if the financial instrument is credit-impaired, with one or more events that
have a detrimental impact on the estimated future cash flows of that financial asset
have occurred, the loss allowance is also measured at an amount equal to the lifetime
ECL.

The Group leverages the parameters implemented under internal models where
feasible and available to assess ECL. For the portfolios without models, all other
reasonable and supportable information such as historical information, relevant loss
experience or proxies are utilised. The measurement of ECL is the product of the
financial instrument’s PD, LGD and EAD discounted at the effective interest rate to
the reporting date.
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Notes to the Financial Statements (continued)

4.

4.1

Financial risk management (continued)
Credit risk (continued)
ECL Methodology (continued)

ECL is measured at an unbiased and probability-weighted amount that is determined
by evaluating a range of possible outcomes, the time value of money and reasonable
and supportable information about past events, current conditions and forecasts of
future economic conditions. The Group adopts three economic scenarios in the ECL
measurement to meet the requirements of HKFRS 9. The “Base case” scenario
represents a most likely outcome and the other two scenarios, referred to as “Upside”
scenario and “Downside” scenario, represent less likely outcomes which are more
optimistic or more pessimistic compared to Base case scenario.

The Base case scenario, Upside scenario and Downside scenario are made
reference to macroeconomics forecast provided by internal economic research unit.

The macroeconomic factors for the major operating countries/regions such as: HK
GDP growth rate, HK Inflation, HK unemployment rate, HK Property price growth,
China GDP growth rate, China Inflation and China Property price growth are applied
in the economic scenarios. These macroeconomic factors are considered to be
important to the Group’s ECL in statistical analysis and business opinion.

The probability assigned for each scenario reflects the Group’s view of the economic
environment, which implements the Group’s prudent and consistent credit strategy of
ensuring the adequacy of impairment allowance. A higher probability is assigned to
the Base case scenario to reflect the most likely outcome and a lower probability is
assigned to the Upside and Downside scenarios to reflect the less likely outcomes.
The probabilities assigned are reviewed each quarter. As of December 2025, the
probability weight of the Group’s Base case scenario is higher than the sum of
probability weight of Upside and Downside scenarios.

The Group enhanced the parameters of the PD based on the results of model re-
examination. After calculation, the relevant model parameter changes have no
significant impact on overall ECL. Relevant model parameter changes have been
approved by the Credit & Loans Management Committee.
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Notes to the Financial Statements (continued)

4.

4.1

Financial risk management (continued)

Credit risk (continued)

ECL Methodology (continued)

The ECL methodology has been validated by independent Model Validation Unit and

approved by the RMC. The Management is responsible to review model performance
and changes in ECL.

The core macroeconomic factor used by the Group to assess ECL:

PR YRS

Macroeconomic Factor

AR
Upside scenario

FEARBE IS 5

Base case scenario

E

Downside scenario

2026 HFF AN 4 EREE R
2026 Hong Kong GDP Growth

3% 2.66% 2.15%

E%ﬁﬁﬁ?ﬁé‘%ﬂ’]‘f%%?@%ﬁé‘éiﬁ
BB AT - G
?&éﬁﬂ’ﬂ”ﬁ@%é&‘é/ﬁ‘ﬁii_ﬁ%ﬂ?ﬁiﬁi%ﬁ
IR TATIE R - K ER
TG HRE BT - ARERERER
T (2 P SR A Y P 6 R Y
TR IR 22 B AR SRR 0
FEHETTERR -

Je\f B 2 B A B T S
BRI AR - EHEE SR THIEH
BAERIAIER - MrE AT

Kz E AR EETHIE R
JiiEs  BIEE AR E R R

SYERT - WIUFREREE R AT
FFEERITHIIE AR TR - 40
THIIE HIRE T A Eﬁiﬁm
AE R REERTRE P %i‘tb

A 2025 12 H 31 H » & 5%H958%
?Dﬂfﬁfﬂ‘éﬁzﬁ‘f*iﬁﬁﬁﬁ%ﬁTﬁ

B Gt AR RAITHINE
PRGN 1.24% 55 5%
?Dﬂfﬁ?ﬂ"éﬁézﬁ‘%%ﬁ%ﬁﬁ%itﬁ
» HlRE &) 0.68% -

5‘{

The calculation of ECL is affected by macroeconomic factors and economic
scenarios. If more pessimistic macroeconomic factors are applied in ECL assessment
or a higher probability weight is assigned to the Downside scenario, it would result in
an increase in ECL.The Group reviews the macroeconomic factors used in the ECL
model and the probability weight of economic scenarios on a quarterly basis
according to the established mechanism.

RMC is responsible for approving ECL methodology and the Management is
responsible for the ECL model implementation. Basel Management and Credit
Management are responsible for the maintenance of ECL methodology including
models review and parameters update on a regular basis. Independent Model
Validation Team is responsible for the annual validation of ECL models. If there is any
change in ECL methodology, the Group will follow the proper approval process.

As at 31 December 2025, the ECL under statistical approach will be increased by
1.24% if 5% of the probability weight is shifted from Base case scenario to Downside
scenario; and will be decreased by 0.68% if 5% of the probability weight is shifted
from Base case scenario to Upside scenario.
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R (8) Notes to the Financial Statements (continued)
4. SREREE (8) 4. Financial risk management (continued)
41 (=R (& 4.1 Credit risk (continued)
Tz HIBRNETE A% (8) ECL Methodology (continued)
A 2025 4 12 H 31 HfEP&ER A Summary of credit risk by stage distribution at 31 December 2025 is, as follows:

SRR EERERAT -

2025
IRTESEHE R
Gross carrying amount/Risk exposure
R EBSR T
ThEMSRE REMESR ZFSERK
BEEEE: RS  EHHER SRIEYE HitEE HHER ERoRE k]

Balances and
placements Advances Advances
with banks to banks to
and other and other customers

financial financial and trade Financial Other Financial Loan
institutions institutions bills investments assets guarantees commitments Total
AT BETi EB¥Tro AT B¥TrT BETT BT BT
HK$’000 HK$’000 HK$°000 HK$000 HK$’000 HK$°000 HK$’000 HK$’000
£TREE Stage 1 58,248,820 1,594,665 256,268,773 205,789,459 2,481,988 51,100,864 198,574,520 774,059,089
IR Stage 2 - - 10,385,786 - - 193,149 1,922,797 12,501,732
E=IEE Stage 3 - - 6,319,150 - 29,498 37,399 12,013 6,398,060
4EEE Total 58,248,820 1,594,665 272,973,709 205,789,459 2,511,486 51,331,412 200,509,330 792,958,881

2024

RTA4A(E, E bR

Gross carrying amount/Risk exposure

FIURE TSR $RAT
IR R AR FPE
PERRUASER  PRIMESK  ES TR R HittaE  WEER BRURHE sl

Balances and
placements  Advances
with banks to banks Advances to
and other  and other  customers

financial financial and trade Financial Other Financial Loan
institutions  institutions bills investments assets guarantees commitments Total
BT BT BMTUT BT BT BNTE  BIETT BT
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
F—PEER Stage 1 69,887,705 - 252,916,184 175,192,573 1,790,333 49,964,993 172,077,205 721,828,993
5 PEER Stage 2 - - 8,447,652 - 2,213 215,743 303,696 8,969,304
5 =PEER Stage 3 - - 7,563,594 - 17,228 5,840 2 7,586,664
HaE Total 69,887,705 - 268,927,430 175,192,573 1,809,774 50,186,576 172,380,903 738,384,961
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Notes to the Financial Statements (continued)

4.

4.1

(A)

Financial risk management (continued)
Credit risk (continued)
The internal rating and PD estimation process

The Group leverages the internal rating models where possible, with adjustments to
incorporate forward looking information and the HKFRS 9 stage classification of the
exposure to determine the PDs for HKFRS 9 ECL calculations. This is repeated for
each economic scenario as appropriate. The Group uses various internal rating
models for its key portfolios in which its wholesale customers or retail accounts are
rated or assigned to specific internal grades or risk pools. The internal rating models
incorporate both qualitative and quantitative information and, in addition to
information specific to the borrower, utilise supplemental information such as
borrower’s/account’s behaviour.

Wholesale lending

For wholesale lending, the repayment ability of borrowers are assessed by
designated divisions of the Group. The credit risk assessment is based on a credit
rating model that takes into account various financial information and qualitative
information (such as management quality, industry risks, group connection, negative
warning signals).

Retail lending

Retail lending comprises personal loans, overdrafts and retail mortgages. These
products along with and some of the less complex small business lending are rated
by automated scorecards or statistical PD models.

Credit exposures

The maximum credit exposure is the worst case scenario of exposure to the Group
without taking into account any collateral held or other credit enhancements. For on-
balance sheet assets, the maximum exposure to credit risk equals their carrying
amount. For letters of guarantee issued, the maximum exposure to credit risk is the
maximum amount that the Group could be required to pay if the guarantees are called
upon. For loan commitment and other credit related liabilities, the maximum exposure
to credit risk is the full amount of the committed facilities.
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Notes to the Financial Statements (continued)

b

4.1

(A)

Financial risk management (continued)
Credit risk (continued)
Credit exposures (continued)

The nature of the collateral held and other credit enhancements and their financial
effect to the different classes of the Group’s financial assets are as follows.

Balances and placements with banks and other financial institutions

Collateral is generally not sought on these exposures in consideration of the
counterparty nature. However, other mitigation will be taken.

Financial assets at fair value through profit or loss and financial investments

Collateral is generally not sought on debt securities.
Derivative financial instruments

The Master Agreement published by the International Swaps and Derivatives
Association, Inc. (“ISDA Master Agreement”) is the preferred agreement for
documenting derivatives activities of the Group. It provides the contractual framework
under which dealing activities of over-the-counter (“OTC”) derivative transactions are
conducted, and sets out close-out netting provisions upon termination following the
occurrence of an event of default or a termination event. In addition, if deemed
necessary, Credit Support Annex ("CSA") will be included to form part of the Schedule
to the ISDA Master Agreement. Under a CSA, margin is passed from one
counterparty to another, as appropriate, to mitigate the exposures.

Advances to banks and other financial institutions, advances to customers and trade
bills, contingent liabilities and commitments

The general types of collateral are disclosed above. Advances to banks and other
financial institutions, advances to customers and trade bills, contingent liabilities and
commitments are collateralised to the extent considered appropriate by the Group
taking account of the risk assessment of individual exposures. The collateral
coverage of advances to customers is analysed on pages 207 to 208. The
components and nature of contingent liabilities and commitments are disclosed in
Note 37. Regarding the commitments that are unconditionally cancellable without
prior notice, the Group would assess the necessity to withdraw the credit line in case
where the credit quality of a borrower deteriorates. For contingent liabilities and
commitments, 4.99% (2024: 5.01%) was covered by collateral as at 31 December
2025.
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Notes to the Financial Statements (continued)

b

Financial risk management (continued)

4.1 Credit risk (continued)

(B) Gross advances to banks and other financial institutions, advances to

customers and trade bills

Gross advances to banks and other financial institutions, advances to customers and
trade bills before impairment allowances are summarised by product type as follows:

2025 2024
BT AT
HK$’000 HK$'000
Advances to banks and other financial
institutions 1,594,665 -
Advances to customers
Personal
- Mortgages 19,954,667 21,982,934
- Credit cards 95,116 107,639
- Others 24,820,031 24,247,617
Corporate
- Commercial loans 219,463,401 213,729,955
- Trade finance 8,449,337 8,463,355
272,782,552 268,531,500
Trade bills 191,157 395,930
274,568,374 268,927,430

7



%) NCB #1if %% A

BRI (8D

4.1

(B)

EHEREE (8
{EEEEs ()

ST R A SRR - BFR
PO B SRR (8

AU H 2 830 BHA
MECBH IR EE - AP
G - L E B BB A 2 B0 T
Horp— 2o B E ] S T AR
&2 AIBIE R - R R
FRCE TR SRR A
BRI RER > & —
IER R R ONE 3 VI == Y
o ISR -

W RSB EA
AT RIS -
(R (S RIS - 5 IR
e R B L - RS DL
AR AR SR T B (55
e

o AR 90 RDLE

o HHUELEM - HpEREER
MNERAEE

o EFHFET ASUERAHIER
EFA B -

o [ERCAFE AN EE - FHL
BECEEIRA - ATETERK
MNE—REE R T IHATTH
JB < (E R R

o ERAEFHTANE RS
TR S T HAM R EE R

o AW BUAERE R A 2 R
HgHA § 5

o EERZRBIRHELR o B
WSUE RS =8B - TR
BUR(EIRR -

Notes to the Financial Statements (continued)

4.

4.1

(8)

Financial risk management (continued)
Credit risk (continued)

Gross advances to banks and other financial institutions, advances to
customers and trade bills (continued)

Advances with a specific repayment date are classified as overdue when the principal
or interest is past due and remains unpaid. Advances repayable by regular
instalments are classified as overdue when an instalment payment is past due and
remains unpaid. Advances repayable on demand are classified as overdue either
when a demand for repayment has been served on the borrower but repayment has
not been made in accordance with the instruction or when the advances have
continuously exceeded the approved limit that was advised to the borrower.

Advances are credit-impaired when one or more events that have a detrimental
impact on the estimated future cash flows have occurred. Credit-impaired advances
are classified as Stage 3. Evidence that a financial instrument is credit-impaired
include observable data about the following events:

e  Overdue for more than 90 days;

e An event of default occurs, including the debtor's default in arrears of principal
and interest;

e  The bond issuer or borrower experiences significant financial difficulties;

e The borrower encounters financial difficulties, and due to economic or legal
reasons, the Bank provides the borrower with preferential terms that lenders
would not consider under normal circumstances;

e  The borrower/bond issuer may go bankrupt or undergo other debt restructuring;

e  The active market for the asset disappears due to financial difficulties; or

e Advances classified as Stage 3 may not necessarily result in impairment loss
where the advances are fully collateralised.
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MR (8) Notes to the Financial Statements (continued)
4. SREREE (8) 4. Financial risk management (continued)
4.1 {EEEE (8 4.1 Credit risk (continued)
(B) $RfTREMESRIMEEER - £FE (B) Gross advances to banks and other financial institutions, advances to
B (8 customers and trade bills (continued)
(a) IEEHBERAHIER (a) Advances neither overdue nor credit-impaired
FHE R EARBIHE A VB S & Advances that were neither overdue nor credit-impaired are analysed by internal
BRI - credit grade as follows:
2025
T=ERE
oy Special &t
Pass mention Total
BT BT BT
HK$°000 HK$’000 HK$’000
FRAT R Hofh < B &K Advances to banks and other financial
institutions 1,594,665 - 1,594,665
BEE Advances to customers
fELA Personal
- 75 - Mortgages 19,266,855 182,430 19,449,285
- EHF - Credit cards 93,922 169 94,091
- Hit - Others 24,278,325 39,822 24,318,147
A Corporate
- FEHEEE - Commercial loans 206,662,576 7,055,493 213,718,069
- EERE - Trade finance 8,268,435 66,210 8,334,645

258,570,113 7,344,124 265,914,237

B Trade bills 191,157 - 191,157
260,355,935 7,344,124 267,700,059
2024
REmE
& Special &Est
Pass mention Total
BT BETT BETT
HK$’000 HK$’000 HK$’000
HEERK Advances to customers
{EPN Personal
- 18 - Mortgages 21,484,206 185,177 21,669,383
- EHF - Credit cards 105,873 495 106,368
- Hfth - Others 23,745,211 53,687 23,798,898
INH] Corporate
- PBIEER - Commercial loans 199,318,545 7,068,017 206,386,562
- EERE - Trade finance 8,297,563 99,785 8,397,348
252,951,398 7,407,161 260,358,559
g Trade bills 395,930 - 395,930

253,347,328 7,407,161 260,754,489
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W= (8) Notes to the Financial Statements (continued)
4. SREREE (8) 4. Financial risk management (continued)
41 (=R (& 4.1 Credit risk (continued)
(B) $RfTREMESRIMEEER - £FE (B) Gross advances to banks and other financial institutions, advances to
B (8 customers and trade bills (continued)
(b) BHRERABRESRK (b) Advances overdue but not credit-impaired
A A5 FRUE B 3K 48 B8 o i The gross amount of advances overdue but not credit-impaired is analysed as
T follows:
2025 2024
¥ 3 EA it 3 {E A
BT E4VEN

Overdue for

Overdue for

three months =t three months 4=t
or less Total or less Total
BT AT AT AT
HK$°000 HK$°000 HK$°000 HK$’000
BEE Advances to customers
EPN Personal

- 7 - Mortgages 210,535 210,535 113,078 113,078
- EHFE - Credit cards 795 795 560 560
- Hit - Others 321,716 321,716 265,652 265,652

A Corporate
- FEHEEE - Commercial loans 13,210 13,210 217,132 217,132
- EERE - Trade finance 2,909 2,909 12,925 12,925
549,165 549,165 609,347 609,347

80



25 NCB #f 7% 44

BRI (8D

4.1

(B)

(c)

Notes to the Financial Statements (continued)

SREREE () 4. Financial risk management (continued)
EERE (8 4.1 Credit risk (continued)
$RT R HANS RSB - ZFE  (B) Gross advances to banks and other financial institutions, advances to
B (8 customers and trade bills (continued)
BEERK (c) Impaired advances
(WX Nl lIDERIER= e € ee Ehillay Advances individually identified to be impaired are analysed by product type as
T - follows:
2025 2024
HEHE T E HEHF LT E
B AE Market R Market
Gross value of Gross value of
advances collateral advances collateral
AT BT T AT BT
HK$°000 HK$’000 HK$°000 HK$'000
BEE Advances to customers
EPN Personal
- 7 - Mortgages 294,847 404,934 200,473 318,513
- A - Credit cards 230 - 711 -
- HAth - Others 180,168 236,719 183,067 274,268
A Corporate
- FEHEEE - Commercial loans 5,732,122 3,394,172 7,126,261 4,384,723
- EERE - Trade finance 111,783 60,090 53,082 41,551
6,319,150 4,095,915 7,563,594 5,019,055
5= PR EL 7 R (E A Impairment allowances - Stage 3 2,743,418 3,056,345
2025 2024
BT AT
HK$°000 HK$’000
W EUARN S EAY% S Current market value of collateral held against the
B ST E covered portion of such advances to customers 4,095,915 5,019,055
FtERHSEE 2% F S Covered portion of such advances to customers
= 3,184,878 3,273,803
PG AEEHSEZE % FE Uncovered portion of such advances to customers
= 3,134,272 4,289,791

TRELER E 8 8 Ll &R AR
B -

7 2025 4F 12 A 31 H > 95 RH
7 B I R SRAT e LAt S Rl RS
B (2024 4 - f/) -

The impairment allowances were made after taking into account the value of

collateral in respect of such advances.

As at 31 December 2025, there were no impaired trade bills and advances to banks

and other financial institutions (2024: Nil).
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BRI (8D

4.1

(B)

(c)

Notes to the Financial Statements (continued)

SREEREE (&) 4. Financial risk management (continued)
EERE (8 4.1 Credit risk (continued)
ST REMSRSEESE - ZF8E (B) Gross advances to banks and other financial institutions, advances to
B (8 customers and trade bills (continued)
FRESR (&) (c) Impaired advances (continued)
FETE S FEEORE . & F SR T Classified or impaired advances to customers are analysed as follows:
T
2025 2024
BT AT
HK$’000 HK$'000
R E S EBCRE > & P e AEEE Gross classified or impaired advances to
customers 6,319,150 7,563,594
FEE SR E 2 B ERK Gross classified or impaired advances to
HEERI R P B customers as a percentage of gross
advances to customers 2.32% 2.82%
=L B Impairment allowances - Stage 3 2,743,418 3,056,345
FEE Sy FHEORE 2 & P R e Classified or impaired advances to customers represent advances which are either
REBEEESEN R, R classified as “substandard”, “doubtful” or “loss” under the Group’s classification of
WS R SR SRR E loan quality, or classified as Stage 3.
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Notes to the Financial Statements (continued)

b

Financial risk management (continued)

4.1 Credit risk (continued)

(B) Gross advances to banks and other financial institutions, advances to

customers and trade bills (continued)

(d) Advances overdue for more than three months

The gross amount of advances overdue for more than three months is analysed as

T follows:
2025 2024
EZEFERK 155 P ER
darE sy YR sTER
% of gross % of gross
o | advances to SHH advances to
Amount customers Amount customers
AT AT
HK$°000 HK$’000
RS > T Gross advances to customers
HA - which have been overdue for:
- i 3 {EBEAE - six months or less but over
i# 6 {E H three months 246,319 0.09% 719,852 0.27%
- s 6 {E FEAE - one year or less but over six
1A months 1,029,041 0.38% 3,042,762 1.13%
- B E - over one year 3,765,164 1.38% 2,072,797 0.77%
A 3 (E H 2 &5k Advances overdue for over three
months 5,040,524 1.85% 5,835,411 217%
R EEREH 2 F{E  Impairment allowances made in
Mg respect of such advances
- BB - Stage 3 2,367,143 2,119,371
2025 2024
BT AWETIT
HK$°000 HK$°000
St AR RSN S EE  Current market value of collateral held
AR B against the covered portion of such
advances to customers 3,572,551 4,605,281
Pt S EE R E Covered portion of such advances to
customers 2,829,446 3,029,122
S AR EE R e Uncovered portion of such advances to
customers 2,211,078 2,806,289
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Notes to the Financial Statements (continued)

4.

4.1

(8)

(d)

Financial risk management (continued)
Credit risk (continued)

Gross advances to banks and other financial institutions, advances to
customers and trade bills (continued)

Advances overdue for more than three months (continued)
Collateral held against overdue or impaired loans is principally represented by

charges over business assets such as commercial and residential premises for
corporate loans and mortgages over residential properties for personal loans.

As at 31 December 2025, there were no trade bills and advances to banks and other
financial institutions overdue for more than three months (2024: Nil).

KEAER (e) Rescheduled advances
2025 2024
EZEFERK 155 P ER
SEEE SR TEE
% of gross % of gross
&8 advances to £ advances to
Amount customers Amount customers
AWTIL AT T
HK$°000 HK$’000
KEAR P EHOFH Rescheduled advances to
(BHTREER T customers net of amounts
e 3{EMH 2 & included in “Advances overdue
RS0 for more than three months” 26,918 0.01% 77,764 0.03%

KBTI HEE P R R TR £
BAAE AR - AT IR
P E R ERER G #H CE
AR T B EAEE THY R ERRR (]
FER S B IR ) F e R - 1
SRR 2 S STy
Wi 3 (8 H - AVEFELE " imiE
BIEHZERR, A

Rescheduled advances are those advances that have been restructured or
renegotiated between the bank and borrowers because of deterioration in the
financial position of the borrower or of the inability of the borrower to meet the original
repayment schedule, and the revised repayment terms, either of interest or the
repayment period, are “non-commercial” to the Group. Rescheduled advances, which
have been overdue for more than three months under the revised repayment terms,
are included in “Advances overdue for more than three months”.
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Notes to the Financial Statements (continued)

b

Financial risk management (continued)
4.1 Credit risk (continued)

(B) Gross advances to banks and other financial institutions, advances to
customers and trade bills (continued)

(f) Concentration of advances to customers
Geographical analysis of gross advances to customers
The following geographical analysis of advances to customers is based on the
locations of the counterparties, after taking into account the transfer of risk. For an

advance to customer guaranteed by a party situated in a country different from the
customer, the risk will be transferred to the country of the guarantor.

2025 2024
BT T AT
HK$°000 HK$°000
Gross advances to customers
Hong Kong 164,086,385 148,447,828
Chinese Mainland 102,153,057 104,958,964
Others 6,543,110 15,124,708
272,782,552 268,531,500
Impairment allowances — stage 1 and 2 in
respect of the gross advances to
customers
Hong Kong 515,337 330,399
Chinese Mainland 757,508 722,643
Others 59,508 81,318
1,332,353 1,134,360
Overdue advances
Hong Kong 3,791,662 2,607,813
Chinese Mainland 3,017,336 4,270,654
Others 3,548 1,521
6,812,546 6,879,988
Impairment allowances — Stage 3 in
respect of the overdue advances
Hong Kong 1,649,386 1,071,110
Chinese Mainland 1,067,783 1,336,839
Others - 557
2,717,169 2,408,506
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)
4.1 Credit risk (continued)

(B) Gross advances to banks and other financial institutions, advances to
customers and trade bills (continued)

(f) Concentration of advances to customers (continued)

2025 2024
BT T BT
HK$°000 HK$°000
Impairment allowances — Stage 1 and 2 in
respect of the overdue advances
Hong Kong 6,972 4,426
Chinese Mainland 69,838 10,026
Others 20 -
76,830 14,452
Classified or impaired advances
Hong Kong 3,493,140 2,298,136
Chinese Mainland 2,826,010 5,265,343
Others - 115
6,319,150 7,563,594
Impairment allowances — Stage 3 in
respect of the classified or impaired
advances
Hong Kong 1,650,903 1,078,669
Chinese Mainland 1,092,515 1,977,118
Others - 558
2,743,418 3,056,345
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)
4.1 Credit risk (continued)

(C) Repossessed assets

During the year, the Group obtained assets by taking possession of collateral held as

security. The nature and carrying value of these assets obtained during the year are

summarised as follows:

2025 2024

BT T AT

HK$’000 HK$°000

Commercial properties 18,555 2,267,125
Residential properties 14,125 375,120
32,680 2,642,245

The repossessed assets comprise properties in respect of which the Group has
acquired access or control (e.g. through court proceedings or voluntary actions by
the proprietors concerned) for release in full or in part of the obligations of the

borrowers. The estimated market value of repossessed assets held by the Group as
at 31 December 2025 amounted to HK$723,502,000 (2024: HK$2,831,252,000).

When the repossessed assets are not readily convertible into cash, the Group may

consider the following alternatives:

e adjusting the selling prices

e selling the loans together with the assets

e arranging loan restructuring
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Notes to the Financial Statements (continued)

4. Financial risk management (continued)
4.1 Credit risk (continued)
(D) Balances and placements with banks and other financial institutions
The following tables present an analysis of balances and placements with banks and

other financial institutions that are neither overdue nor credit-impaired as at 31
December by rating agency designation.

2025
A3 DIF
Aaa E A3 Lower FERPAR -
Aaato A3 than A3 Unrated Total
AT AT BT T BT T
HK$’000 HK$’000 HK$’000 HK$’000
o gRTT Central banks 17,290,724 - - 17,290,724

SRTT R HAth 5 Bl Banks and other financial institutions 25,060,608 13,106,775 2,790,713 40,958,096

42,351,332 13,106,775 2,790,713 58,248,820

2024
A3 LT
Aaa % A3 Lower BT EA dast
Aaa to A3 than A3 Unrated Total
AT AT AT AT
HK$ 000 HK$ 000 HK$'000 HK$'000
L gR T Central banks 13,745,173 - - 13,745,173

SRTT B HoAth & Rilidehs Banks and other financial institutions 31,316,387 17,989,865 6,838,127 56,144,379

7 2025 4 12 F 31 H » @
B (3 PSR 1 2 K568 R K (2024
IR -

WUAESRA T e FLAth B R R &R K
TFA BRI PR B e
i

HRAESRTT B St e R A S5 a e
TR 8 = I B B E e i

45,061,560 17,989,865 6,838,127 69,889,552

As at 31 December 2025, there were no overdue or credit-impaired balances and
placements with banks and other financial institutions (2024: Nil).

2025 2024
BT AETOT
HK$°000 HK$'000
Impairment allowances — Stage 1 and 2 in
respect of the balances and placements
with banks and other financial institutions 3,042 2,111

Impairment allowances — Stage 3 in respect
of the balances and placements with
banks and other financial institutions - -
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R (8) Notes to the Financial Statements (continued)
4. SREREE (8) 4. Financial risk management (continued)
41 (=R (& 4.1 Credit risk (continued)
(E) EMTHREEE (E) Debt securities and certificates of deposit
TR B LIETE T 2 (BS54 The following tables present an analysis of the carrying values of debt securities and
R AFEGEIEEE o RS TR certificates of deposit by issue rating. In the absence of such issue ratings, the ratings
TEWT > R8T N s - designated for the issuers are reported.
2025
A3 DI
AalZE Aa3 AL ZE A3 Lower FREFAR HEET
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
AT BT BT BT B¥TT BT
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
P eES EEE A At fair value through
Hpth 2z other comprehensive
income 10,818,866 95,439,203 84,799,660 8,105,337 6,602,900 205,765,966
DIkERERA(EST R At amortised cost - - 23,488 - - 23,488
P Eg EEE A At fair value through
Ei=tay profit or loss 29,153 8,880,647 645,281 155,207 255,746 9,966,034
4EEt Total 10,848,019 104,319,850 85,468,429 8,260,544 6,858,646 215,755,488
2024
A3 DIT
Aal & Aa3 Al ZE A3 Lower fAESTPAR 4
Aaa  Aalto Aa3 Al to A3 than A3 Unrated Total
BT BT BT ABETIT BT ATIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PIAEELET A At fair value through
HAth 2w other comprehensive
income 16,450,604 60,783,893 81,672,425 12,575,175 2,585,324 174,067,421
DI eREEAfEETE At amortised cost - 394,742 712,280 - - 1,107,022
DI fofEgs(LE A At fair value through
His profit or loss - 5,692,727 1,201,813 - 18,473 6,913,013
4=t Total 16,450,604 66,871,362 83,586,518 12,575,175 2,603,797 182,087,456
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R (8) Notes to the Financial Statements (continued)
4. SREREE (8) 4. Financial risk management (continued)
4.1 {EEEE (8 4.1 Credit risk (continued)
(E) ERTAREAEE (8) (E) Debt securities and certificates of deposit (continued)
TR RIEEEAEE FRE 2 E RS The following tables present an analysis of debt securities and certificates of deposit
HRAFFGEER 12 B 31 Higds T3¢ neither overdue nor credit-impaired as at 31 December by issue rating. In the
B2 3T - AR TR T absence of such issue ratings, the ratings designated for the issuers are reported.
Rt astT N\WIETaR RS -
2025
A3 BAF
AalZE Aa3 AL ZE A3 Lower SRR HEET
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total
AT BT ABBTOT O B%ToT BT BT
HK$°000 HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
P ESE EET A At fair value through
Hfh 2 other comprehensive
income 10,818,866 95,439,203 84,799,660 8,105,337 6,602,900 205,765,966
DIEkERRLA(EST R At amortised cost - - 23,488 - - 23,488
P ES EET A At fair value through
Ei=tay profit or loss 29,153 8,880,647 645,281 155,207 - 9,710,288
4=t Total 10,848,019 104,319,850 85,468,429 8,260,544 6,602,900 215,499,742
2024
A3 LI
Aal & Aa3 Al ZE A3 Lower fAESTPAR 4t
Aaa  Aalto Aa3 Al to A3 than A3 Unrated Total
BT BT BT BT AT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
DI ESLET A At fair value through
HAth 2w other comprehensive
income 16,450,604 60,783,893 81,672,425 12,575,175 2,585,324 174,067,421
DIgEeREkA(EETE At amortised cost - 394,742 712,280 - - 1,107,022
DI fofEgs(LE A At fair value through
His profit or loss - 5,692,727 1,201,813 - 17,462 6,912,002
4=t Total 16,450,604 66,871,362 83,586,518 12,575,175 2,602,786 182,086,445
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W= (8) Notes to the Financial Statements (continued)

4. SREREE (8) 4. Financial risk management (continued)

41 (=R (& 4.1 Credit risk (continued)

(E) ERTAREAEE (8) (E) Debt securities and certificates of deposit (continued)
T#EAERRESEAELRS 5 The following tables present an analysis of credit-impaired or overdue debt securities
SBTRER T o TR TTREARIIS by issue rating. In the absence of such issue ratings, the ratings designated for the
BUT o AU T AAVRER R - issuers are reported.

2025
RRTEI(E
Carrying values
A3 LT
AalZE Aa3  ALlZE A3 Lower FRETAR gt
Aaa Aalto Aa3 Alto A3 than A3 Unrated Total

AT ARTIT  BRTIT  BRTIT  B%TT  BETT
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000

DUAMESEE{EET At fair value through profit

Az or loss - - - - 255,746 255,746
2024
WRIAIME
Carrying values
A3 DI
Aal Z Aa3 Al ZE A3 Lower TR 4
Aaa Aal to Aa3 Al to A3 than A3 Unrated Total

BETL  BNTOT BT WL BMTIT  BETR
HK$°000 HK$°000 HK$’000 HK$°000 HK$’000 HK$°000

DIAMESEE{EET At fair value through profit

=t or loss - - - - 1,011 1,011
#2025 4 12 H 31 H - 4G RUE As at 31 December 2025, there were no impaired or overdue certificates of deposit
B FERGE (2024 4F ¢ fii) - (2024: Nil).
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Notes to the Financial Statements (continued)

4.

4.1

(F)

4.2

Financial risk management (continued)
Credit risk (continued)

The impact of Chinese Mainland real estate exposure on credit risk

Although Chinese Mainland rolled out a series of measures to stabilise the property
market, it still need time to take effect. Given that property market in Chinese
Mainland is still in downturn, the Bank has adjusted the customer credit rating and
level of provisioning in response to relevant customers’ changes in credit risk.

In response to the risks in property development sector in Chinese Mainland, the
Bank has taken the following measures:

(1) Strengthen the concentration risk management for real estate related sector, set
internal goal to reduce the concentration risk for relevant sectors, and adopt
stricter mechanisms to control new loans granted to relevant sectors.

(2) Strengthen the credit review for property development related sectors in Chinese
Mainland, prudently assess credit risks for both industry and borrower level, and
adjust the credit underwriting requirement for the relevant sectors.

(3) Closely monitor the development of the mainland real estate sector, strengthen
early warning and risk alert process, promptly assess and follow up in response
to credit changes for identifying customers with potential risks, formulate and
execute mitigation measures in a timely manner, in order to prevent asset quality

deterioration.

Market risk

Market risk refers to the risk of loss arising from movements in the value of foreign
exchange, interest rate, equity and commodity positions held by the Group due to the
volatility of financial market prices (foreign exchange rate, interest rate, credit spread,
equity price, commodity price). The Group adopts a moderate market risk appetite to
achieve a balance between risk and return.

The Group’s objective in managing market risk is to secure healthy growth of the
treasury business, by effective management of potential market risk in the Group’s
business, according to the Group’s overall risk appetite and strategy of treasury
business on the basis of a well-established risk management regime and related
management measures.
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Notes to the Financial Statements (continued)

4,

4.2

(A

Financial risk management (continued)
Market risk (continued)

In accordance with the Group’s corporate governance principles in respect of risk
management, the Board and RMC, Senior Management and functional units perform
their duties and responsibilities to manage the Group’s market risk. The risk
management units are responsible for assisting Senior Management to perform their
day-to-day duties, independently monitoring the market risk profile and compliance of
management policies and limits of the Group, to ensure that the aggregate and
individual market risk profiles are within acceptable levels. Independent units are
assigned to monitor the risk exposure against risk limits on a daily basis, together with
profit and loss reports submitted to Senior Management on a regular basis, while limit
excess will be reported to Senior Management at once when it occurs. NCB (China)
sets up independent risk monitoring teams to monitor daily market risk and limit
compliance, and submits management information and reports to the Bank on a
regular basis.

The Group sets up market risk indicators and limits to identify, measure, monitor and
control market risk. Major risk indicators and limits include but not limited to VAR
(Value-at-Risk), Stop Loss, Open Position, Sensitivity Analysis (Basis Point Value,
Greeks, CS01) and Stress Testing. To meet management requirements, major risk
indicators and limits are classified into four levels, and are approved by the RMC,
Asset and Liability Management Committee (“ALCO”) or Senior Management
respectively. Treasury business units are required to conduct their business within
approved market risk indicators and limits. The Group also implements regular model
validation to ascertain appropriateness of market risk models and ensure market risk
to be adequately measured and captured.

VAR

The Group uses the VAR to measure and report general market risks to the RMC and
Senior Management on a periodic basis. The Group adopts a uniformed VAR
calculation model, using a historical simulation approach and two years of historical
market data, to calculate the VAR of the Group and the Bank over one-day holding
period with a 99% confidence level, and sets up the VAR limit of the Group and the
Bank.
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W= (8) Notes to the Financial Statements (continued)

4. SREREE (8) 4. Financial risk management (continued)

42 WEEK (B 4.2 Market risk (continued)

(A) ER&E (&) (A) VAR (continued)
TR A ST R A The following table sets out the VAR for all general market risk exposure’ of the
HYERGE " - Group.

R12F331H 2FEFEHE 2EFSEE 2FEV9RE
At Minimum Maximum Average
31 December for the year for the year for the year

HETIT BT T BT T EETT

HK$°000 HK$°000 HK$°000 HK$°000
eEimsEls 2 JElEE VAR for all market risk 2025 3,447 2,497 5,210 3,650
2024 4,440 2,455 6,795 5,055
R 2 i 2 J i VAR for foreign exchange risk 2025 2,190 497 3,084 1,345
2024 1,613 145 2,650 1,557
FI=R g > J\ e (L VAR for interest rate risk 2025 2,680 2,101 5,289 3,141
2024 4,292 2,191 6,639 5,016
7 A R E VAR for commodity risk 2025 1 1 3,931 1,683
2024 1,027 - 1,847 317
e Note:
1. NEfELERE MRy e E - 1. Structural positions have been excluded.
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Notes to the Financial Statements (continued)

4,

4.2

(A)

Financial risk management (continued)
Market risk (continued)
VAR (continued)

The following table sets out the VAR for all general market risk exposure' of the
Group.

Although VAR is a valuable guide to risk, it should always be viewed in the context of
its limitations. For example:

e the use of historical market data as a proxy for estimating future events may not
encompass all potential events, particularly those which are extreme in nature;

e the use of a one-day holding period assumes that all positions can be liquidated
or hedged in one day. This may not fully reflect the market risk arising at times of
severe illiquidity, when a one-day holding period may be insufficient to liquidate
or hedge all positions fully;

o the use of a 99% confidence level, by definition, does not take into account losses
that might occur beyond this level of confidence; and

e VARs calculated on the basis of exposures outstanding at the close of business
and therefore does not necessarily reflect intra-day exposures.

The Group recognises these limitations by formulating stress test indicators and limits
to assess and manage the market risk not covered by VAR. The market risk stress
testing includes sensitivity testing on changes in risk factors with various degrees of
severity, as well as scenario analysis on historical events.
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Notes to the Financial Statements (continued)

4. SREREE (8) 4. Financial risk management (continued)
4.2 TEEE (8) 4.2 Market risk (continued)
(B) SN /R (B) Currency risk
KREENEE N AREEPEETT The Group’s assets and liabilities are denominated in major currencies, particularly
ETRNREELHEEN - RHHECR the HK dollar, the US dollar and Renminbi. To ensure the currency risk exposure of
BN SR B AR YA R A AT 2 K the Group is managed at an acceptable level, risk limits (e.g. Position and VAR limit)
AEE M A EEIEEE (FlangEns 5 are used to serve as a monitoring tool. Moreover, the Group seeks to minimise the
JEFBERRER ) (FRBEHE T « BEAk - gap between assets and liabilities in the same currency. Foreign exchange contracts
AREEE RV E— BT EE (e.g. FX swaps) are usually used to manage FX risk associated with foreign currency-
Bl (E SRR N E I P AN &4 denominated assets and liabilities.
(BN ESH ) &R NI E
B P E A A S N e\
TRIMALEERE 2R S ~ IEE The following is a summary of the Group’s major foreign currency exposures arising
B G KA T from trading, non-trading and structural positions and is prepared with reference to
SN REE - 12 IBERR A SMNE the completion instructions for the HKMA return of foreign currency position.
B2 & RHRIER R4
#l
2025
BT TSR
Equivalent in thousand of HK$
HEAth M PN
Ein AE¥: Others foreign Total foreign
US Dollars Renminbi currencies currencies
HEEE Spot assets 115,837,720 154,505,771 56,234,935 326,578,426
HEaE Spot liabilities (113,796,498) (163,669,471) (13,727,610) (291,193,579)
EEIE A Forward purchases 72,783,452 37,873,772 5,518,503 116,175,727
SR Forward sales (74,164,774)  (27,799,831)  (47,900,725)  (149,865,330)
FFEH Net long position 659,900 910,241 125,103 1,695,244
s E T Net structural position 7,577,085 17,653,683 - 25,230,768
2024
BT TEHE
Equivalent in thousand of HK$
HAth AN AN Rk
ESSIW AE#  Others foreign Total foreign
US Dollars Renminbi currencies currencies
HEEE Spot assets 125,661,202 150,623,756 40,640,414 316,925,372
HEAE Spot liabilities (94,551,204) (150,764,537) (8,792,062) (254,107,803)
IS A Forward purchases 67,092,845 31,600,079 4,898,656 103,591,580
IS Forward sales (99,123,650) (28,226,714) (36,469,313) (163,819,677)
(58) /R Net (short)/long position (920,807) 3,232,584 277,695 2,589,472
CEREME A PR Net structural position 7,576,784 16,073,985 - 23,650,769
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Notes to the Financial Statements (continued)

4,

4.2

©

Financial risk management (continued)
Market risk (continued)
Interest rate risk

Interest rate risk in Banking Book (“IRRBB”) means the risks to a bank’s earnings and
economic value arising from movements in interest rate and term structures of the
bank’s asset and liability positions. The Group’s interest rate risk exposures in
Banking Book are mainly structural. The major types of interest rate risk in Banking
Book from structural positions are:

e IRR Gapping risk: arising from the changes in the interest rates on assets,
liabilities and off-balance sheet items of different maturities and different repricing
tenors. The extent of gapping risk depends on whether changes to the term
structure of interest rates occur consistently across the yield curve (parallel risk)
or differentially by period (non-parallel risk);

e Basis risk: different pricing basis for different transactions resulting that the yield
on assets and cost of liabilities may change by different amounts within the same
repricing period; and

e  Option risk: arising from interest rate option derivatives or from optional elements
embedded in assets, liabilities and off-balance sheet items, where the Al or its
customer can alter the level and timing of their cash flows. Option risk can be
further characterised into automatic option risk and behavioural option risk.

The Group’s risk management framework applies also to interest rate risk
management in banking book. The ALCO exercises its oversight of interest rate risk
in accordance with the “Banking Book Interest Rate Risk Management Policy”
approved by RMC. Asset and Liability Management Division is responsible for
banking book interest rate risk management. With the cooperation of the Financial
Market Department, Asset and Liability Management Division assists the ALCO to
perform day-to-day banking book interest rate risk management. Its roles include, but
are not limited to, the formulation of management policies, selection of methodologies,
setting of risk indicators and limits, assessment of target balance sheet, monitoring of
the compliance with policies and limits, and submission of banking book interest rate
risk management reports to the Management and Risk Management Committee.
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Notes to the Financial Statements (continued)

4,

4.2

©

Financial risk management (continued)
Market risk (continued)
Interest rate risk (continued)

The Group’s Internal Audit Department acts as the independent audit on interest rate
risk in banking book, supervises the related departments to execute the interest rate
risk function according to the policy in order to effectively control the risk. The Group’s
Model Validation Division preforms independent model validation regularly for interest
rate risk in banking book.

In accordance with the requirements of Supervisory Policy Manual IR-1 “Interest Rate
Risk in the Banking Book” issued by the HKMA, the Group sets interest rate risk
indicators and limits to identify, measure, monitor and control interest rate risk. The
Group’s key risk indicators, the Net Interest Income impact and the Economic Value
of Equity impact, reflect the impact of interest rate movement on the Group’s net
interest income and capital base respectively. The former assesses the impact of
interest rate movement on net interest income as a percentage to the projected net
interest income for the year. The latter assesses the impact of interest rate movement
on economic values as a percentage to the latest capital base. The risk appetites and
limits of these two indicators are set by the Board and RMC respectively to monitor
and control the Group’s banking book interest rate risk. In addition, the Group
monitors the interest rate risk in banking book through indicators and limits including,
but are not limited to, interest rate sensitivity gap limits, basis risk, duration and price
value of a basis point.

The Group’s indicators and limits are classified into three levels, which are approved
by the RMC, ALCO and Chief Financial Officer respectively. Risk-taking business
units are required to conduct their business within the banking book interest rate risk
limits. In addition, risk mitigation measures including, but not limited to, the use of
interest rate derivatives, adjustment of portfolio duration, etc. as approved by ALCO,
are effectively used to mitigate the IRRBB. Before launching a new product or
business in the banking book, the relevant departments are required to go through a
risk assessment process, which includes the assessment of underlying interest rate
risk and consideration of the adequacy of current risk monitoring mechanism. Any
material impact on banking book interest rate risk noted during the risk assessment
process will be submitted to RMC for approval.
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Notes to the Financial Statements (continued)

4.2

©

Financial risk management (continued)
Market risk (continued)
Interest rate risk (continued)

The Group uses scenario analyses and stress tests to assess the banking book
interest rate risk that the Group would face under adverse circumstances. Scenario
analyses and stress tests are also used to assess the impact on net interest income
arising from the optionality of savings deposits.

The Group is principally exposed to HK Dollar, US Dollar, Renminbi and Australian
Dollar in terms of interest rate risk. As at 31 December 2025, according to the new
standard IRRBB framework of HKMA, the Group assesses the impact of changes in
the Group’s net interest income (“ANII”) and economic value (“AEVE”) respectively
under 6 interest rate shock scenarios, in which optionality and behavioural
assumptions of certain products will also be estimated in the exposure measurement.
The 6 interest rate shock scenarios include: (1) Parallel up; (2) Parallel down; (3)
Steepener; (4) Flattener; (5) Short rates up; and (6) Short rates down.

When calculating AEVE, commercial margins and other spread components are
included in the cash flows and discounted by the risk-free rates. The key behavioural
assumptions include:

(1) Part of the current account and savings account deposits (“CASA”) in HKD and
USD are classified into core stable deposit based on historical data which would
be assigned a longer interest rate sensitive tenor while the interest rate sensitive
tenor of other non-maturity deposits is considered as “Next day”. As at 31
December 2025, the average interest rate sensitive tenors of HKD and USD
CASA is 2.01 months and 1.54 months, and the longest interest rate sensitive
tenor is 3 months.

(2) For retail term deposits and retail fixed rate loans subject to early redemption
without significant penalty, early redemption rates are calculated under different

portfolios.
Methods of aggregation across currencies strictly follow the IRRBB Standardised

Framework. The aggregate EVE losses across all applicable currencies are
calculated as the maximum loss across the six interest rate shock scenarios.
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Notes to the Financial Statements (continued)

Financial risk management (continued)

4.2 Market risk (continued)

Interest rate risk (continued)

2025 2024
KLEEEPE FFEBAEE KREEPE PRI
AEVE ANII AEVE ANII
AT BT AT T BT
HK$°000 HK$°000 HK$000 HK$°000
3,317,466 (176,369) 3,260,824 260,828
2,040 177,003 2,913 (260,223)
302,248 REH (N/A) 198,194 NIEH (N/A)
675,314 REH (N/A) 1,025,652 NIEH (N/A)
1,732,103 REH (N/A) 2,080,239 NIEH (N/A)
2,442 AEH (N/A) 3,549 AR (N/A)
3,317,466 177,003 3,260,824 260,828

Remarks: Positive values indicate losses under the alternative scenarios.

7+ 2025 ££:12 75 31 B » fEAE
BEETRTELT - BTARRATS
FIEH A8 Ry 177,003,000
T (2024 £ : i 260,828,000 7T
- R eR-FTE B - 4OB(H
{E YR R S T B3 A AR i 47
TR EER  SOREEIRER
Hil 3,317,466,000 7T (2024 4
HilE 3,260,824,000 T) - £l 2024
12 7 31 BftL - AEEDFAE
W AR EAE A ZR R AR T 1R T R L
TR 437,226,000 TTRAEHE
[ERENR PN =i R 32 pi 1D
56,642,000 7T - EERHEHEAIHT
TR R AR B ©

As at 31 December 2025, the net interest income impact for all currencies is
HK$177,003,000 under the rate parallel scenario (2024:
HK$260,828,000 under the interest rate parallel up scenario). The maximum negative
impact on AEVE is HK$3,317,466,000 (2024: HK$3,260,824,000) under the interest
rate parallel up scenario. Compared with 31 December 2024, the Group’s net interest

interest down

income impact for all currencies under the interest rate parallel down scenario is
increased by HK$437,226,000 and maximum negative impact on AEVE is increased
by HK$56,642,000, mainly due to lengthen repricing tenor of liability and investment
in fixed rate bonds.
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4. SREREE (8) 4. Financial risk management (continued)

4.2 TEEE (8) 4.2 Market risk (continued)

(C) FIXRER (&) (C) Interest rate risk (continued)
TEM T AERER 12 A 31 H>2 The tables below summarise the Group’s on-balance sheet exposure to interest rate
EEABERNNFRERGRE - % risk as at 31 December. Included in the tables are the assets and liabilities at carrying
W LBEAMEY R&EE R EE o W% amounts, categorised by the earlier of contractual repricing date and maturity date.

EWEATEROMSEHE (PR
FERAE) B -

2025
—= == TetE
—EAN =fEH +=@EA —ErfE  AfEME Non-
Up to 1to3 3to12 1to5 Over interest aast
1 month months months years 5 years bearing Total

BWToT A% BBTRT  B¥TT BBTRI BRI B%TE
HK$'000  HK$000  HK$000  HK$'000  HK$000  HK$'000  HK$'000

BE Assets
[EEfFFR 4 R A7sR  Cash and balances with
17 R HoAth 4 Fiis banks and other financial

TGS institutions 43,856,390 - - - - 5405470 49,261,860
FER1T R HAt4:Ft  Placements with banks and
HRERY & BRI other financial institutions - 3,378,714 6,117,557 - - - 9,496,271
INFES(EEF AR Financial assets at fair value
1wl SRbEE through profit or loss 693,064 3,797,236 5,804,835 339,766 183,701 1,743,607 12,562,209
TSR TE Derivative financial
instruments - - - - - 1,112,205 1,112,205
$RIT R At 4:Fit% Advances to banks and other
TR financial institutions 853,178 740,915 - - - - 1,594,093
HIEEE R 55 Advances to customers and
B trade bills 171,136,377 43,079,339 45,892,853 8,593,148 196,214 - 268,897,931
SRS E Financial investments
- DARESEL - At fair value through
SR A A 4T other comprehensive
W2 income 22,290,826 48,987,852 61,211,706 69,489,514 3,786,068 17,418 205,783,384
- DUBRGRERAAE - At amortised cost
Fhat - - - 23,488 - - 23,488
B Investment properties - - - - - 2,011,400 2,011,400
Y% ~ B34 Rk Properties, plant and
equipment - - - - - 6,639,503 6,639,503
& Intangible assets - - - - - 1,604,476 1,604,476

Hitri&#E (ffEE  Other assets (including
SRV R IR AR current and deferred tax
T ) assets) - - - - - 7,464,972 7,464,972

BEEEYER Total assets 238,829,835 99,984,056 119,026,951 78,445,916 4,165,983 25,999,051 566,451,792
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Notes to the Financial Statements (continued)

4. SREREE (8) 4. Financial risk management (continued)
4.2 Market risk (continued)
(C) Interest rate risk (continued)
2025
—& =% KR
—EAN =EA +=@EA —ERfE  AFEME Non-
Up to 1t03 3to12 1to5 Over interest &=t
1 month months months years 5 years bearing Total
BT AT AT EHTT EHTT A¥TT A¥TT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Liabilities
Deposits and balances from
banks and other financial
institutions 22,393,475 5,186,783 5,212,221 - - 2,588,393 35,380,872
Financial liabilities at fair
value through profit or loss 499,368 4,691,692 1,791,466 - - - 6,982,526
Derivative financial
instruments - - - - - 1,311,963 1,311,963
Deposits from customers 172,017,344 111,487,587 94,641,642 9,025,687 78,003 18,458,685 405,708,948
Debt securities and
certificates of deposit in
issue 2,639,032 3,680,273 5,572,019 12,954,265 - - 24,845,589
Other accounts and
provisions (including
current and deferred tax
liabilities) 2,504,771 1,186,763 2,666,187 556,295 10,050 5,527,969 12,452,035
Subordinated liabilities - - - - 5,548,907 - 5,548,907
Total liabilities 200,053,990 126,233,098 109,883,535 22,536,247 5,636,960 27,887,010 492,230,840
Interest sensitivity gap 38,775,845 (26,249,042) 9,143,416 55,909,669 (1,470,977) (1,887,959) 74,220,952

FlRBURR AR
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4.2 Market risk (continued)

4. Financial risk management (continued)

Notes to the Financial Statements (continued)

(C) Interest rate risk (continued)
2024
—F =% et
—HHR =& A +=MEA B HEME Non-
Up to 1t03 3to 12 1t05 Over interest 4a=t
1 month months months years 5 years bearing Total
BT BT BT BT T BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
Assets
Cash and balances with
banks and other financial
institutions 53,632,934 - - - - 4,696,233 58,329,167
Placements with banks and
other financial institutions - 8,815,885 3,221,931 - - - 12,037,816
Financial assets at fair value
through profit or loss 1,350,930 3,227,390 6,468,078 230,884 - 1,511,904 12,789,186
Derivative financial
instruments - - - - - 2,915,768 2,915,768
Advances to customers and
trade bills 170,603,319 32,654,637 38,470,105 22,625,543 383,095 - 264,736,699
Financial investments
- At fair value through
other comprehensive
income 14,200,574 37,790,779 48,186,183 68,340,607 5,549,278 18,074 174,085,495
- At amortised cost
394,742 662,435 26,443 23,402 - - 1,107,022
Investment properties - - - - - 417,116 417,116
Properties, plant and
equipment - - - - - 7,933,200 7,933,200
Intangible assets - - - - - 1,601,463 1,601,463
Other assets (including
current and deferred tax
assets) - - - - - 5,131,358 5,131,358
Total assets 240,182,499 83,151,126 96,372,740 91,220,436 5,932,373 24,225,116 541,084,290
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Notes to the Financial Statements (continued)

4. SREREE (8) 4. Financial risk management (continued)
4.2 Market risk (continued)
(C) Interest rate risk (continued)
2024
—F =% et
—{E@HA =MEH +=MEA B HEME Non-
Up to 1t03 3to 12 1t05 Over interest 4E=t
1 month months months years 5 years bearing Total
AT AT BTIT AT AT BHTIT BHTIT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
Liabilities
Deposits and balances from
banks and other financial
institutions 12,546,009 1,501,891 979,515 - - 2,381,486 17,408,901
Financial liabilities at fair
value through profit or loss 1,397,511 3,803,469 1,002,608 - - - 6,203,588
Derivative financial
instruments - - - - - 765,233 765,233
Deposits from customers 173,480,880 133,440,763 62,808,991 10,423,164 - 14,261,774 394,415,572
Debt securities and
certificates of deposit in
issue 1,169,007 8,339,926 2,590,463 17,584,960 - - 29,684,356
Other accounts and
provisions (including
current and deferred tax
liabilities) 4,510,028 1,894,285 5,081,464 703,250 12,578 4,245,243 16,446,848
Subordinated liabilities - - - - 5,521,900 - 5,521,900
Total liabilities 193,103,435 148,980,334 72,463,041 28,711,374 5,534,478 21,653,736 470,446,398
Interest sensitivity gap 47,079,064 (65,829,208) 23,909,699 62,509,062 397,895 2,571,380 70,637,892

FlRBURR AR
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Notes to the Financial Statements (continued)

4,

4.3

Financial risk management (continued)
Liquidity risk

Liquidity risk is the risk that banks fail to provide sufficient funds to grow assets or pay
due obligations, and need to bear an unacceptable loss. The Group maintains sound
liquidity risk appetite to provide stable, reliable and adequate sources of cash to meet
liquidity needs under normal circumstances or stressed scenarios; and to survive with
net positive cumulative cash flow in extreme scenarios, without seeking the
Contingent Term Facility funding from the HKMA.

The Group’s liquidity risk management objective is to effectively manage the liquidity
of on- and off-balance sheet items with reasonable cost based on the liquidity risk
appetite to achieve sound operation and sustainable profitability. Deposits from
customers are the Group’s primary source of funds. To ensure stable and sufficient
source of funds are in place, the Group actively attracts new deposits, keeps the core
deposit and obtains supplementary funding from the interbank market. According to
different term maturities and the results of funding needs estimated from stressed
scenarios, the Group adjusts its asset structure (including loans, bonds investment,
interbank placement, etc.) to maintain sufficient liquid assets which provides adequate
funds in support of normal business needs and ensure its ability to raise funds at a
reasonable cost to serve external claims in case of emergency. The Group is
committed to diversify the source of funds and the use of funds to avoid excessive
concentration of assets and liabilities and prevent triggering liquidity risk due to the
break of funding strand when problem occurred in one concentrated funding source.
The Group has established intra-group liquidity risk management guideline to manage
the liquidity funding among different entities within the Group, and to restrict their
reliance of funding on each other. The Group also pays attention to manage liquidity
risk created by off-balance sheet activities, such as loan commitments and
derivatives. The Group has an overall liquidity risk management strategy to cover the
liquidity management of foreign currency assets and liabilities, collateral, intra-day
liquidity, intra-group liquidity, the liquidity risk arising from other risks, etc., and has
formulated corresponding contingency plan.
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Notes to the Financial Statements (continued)

4,

4.3

Financial risk management (continued)
Liquidity risk (continued)

The Board has the ultimate responsibility of liquidity risk management, and delegates
the decision-making authority of liquidity risk management to RMC. As authorised by
RMC, ALCO exercises its oversight of liquidity risk and ensures the daily operations
of the Group are in accordance with risk appetite and policies as set by RMC. Asset
and Liability Management Division is responsible for overseeing the Group’s liquidity
risk. It cooperates with Financial Market Department to assist the ALCO to perform
liquidity management functions according to their specific responsibilities.

The Group established liquidity risk management indicators and limits to identify,
measure, monitor and control liquidity risk on daily basis. These indicators and limits
include, but are not limited to liquidity coverage ratio (“LCR”), net stable funding ratio
(“NSFR”), loan-to-deposit ratio, Maximum Cumulative Cash Outflow (“MCQ”), liquidity
buffer asset portfolio and depositor concentration limit. The Group applies cash flow
analysis to assess the Group’s liquidity condition under normal conditions and also
performs a liquidity stress test (including institution specific, general market crisis and
combined crisis) at least on monthly basis to assess the Group’s capability to
withstand various severe liquidity crises. Also, the Assets and Liabilities Management
System is developed to provide data and the preparation for regular management
reports to facilitate liquidity risk management duties.
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Notes to the Financial Statements (continued)

4,

4.3

Financial risk management (continued)
Liquidity risk (continued)

In accordance with the requirements of Supervisory Policy Manual LM-2 “Sound
Systems and controls for Liquidity Risk Management” issued by the HKMA, the Group
has implemented behaviour model and assumptions of cash flow analysis and stress
test to enhance the Group’s cash flow analysis under both normal and stressed
conditions. In cash flow analysis under normal circumstances, assumptions have
been made relating to on-balance sheet items (such as deposits from customers) and
off-balance sheet items (such as loan commitments). According to various
characteristics of the assets, liabilities and off-balance sheet items, the Group
forecasts the future cash flow based on contractual maturity date and the assumptions
of customer behaviour and balance sheet changes. The Group establishes MCO
indicator which predicts the future 30-day maximum cumulative net cash outflow in
normal situations based on the above assumptions, to assess if the Group has
sufficient financing capacity to meet the cash flow gap in order to achieve the objective
of continuing operation. As at 31 December 2025, before taking the cash inflow
through the sale of outstanding marketable securities into consideration, the Bank’s
30-day cumulative cash flow was a net cash inflow amounting to HK$11,821,021,000
(2024: HK$28,583,389,000) and was in compliance with the internal limit
requirements.
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Notes to the Financial Statements (continued)

4,

4.3

Financial risk management (continued)
Liquidity risk (continued)

In the liquidity stress test, institution specific, general market crisis and combined
crisis scenario has been set up, combined crisis scenario is a combination of
institution specific and general market crisis to assess the Group’s capability to
withstand a more severe liquidity crisis, with a more stringent set of assumptions being
adopted. Stress test assumptions include the run-off rate of retail, wholesale and
interbank deposits; drawdown rate of loan commitments and trade-related contingent
liabilities; delinquency ratio and rollover rate of customer loans; and haircut of
interbank placement and marketable securities. As at 31 December 2025, the Group
was able to maintain a positive cash flow under the three stressed scenarios,
indicating the Group has the ability to meet financing needs under stressed
conditions. In addition, the Group has a policy in place to maintain a liquidity cushion
which includes high quality or comparable quality marketable securities issued or
guaranteed by sovereigns, central banks, public sector entities or multilateral
development banks with 0% or 20% risk weight or marketable securities issued or
guaranteed by non-financial corporate with a corresponding external credit rating of
BBB- or above to ensure funding needs even under stressed scenarios. As at 31
December 2025, the Bank’s liquidity cushion (before haircut) was HK$88,655,158,000
(2024: HK$76,119,817,000). A contingency plan is being established which details the
conditions to trigger the plan based on stress test results and early warning indicators,
the action plans and relevant procedures and responsibility of various departments.
The Group tests and updates the Plan annually to ensure its effectiveness and
operational feasibility.

The LCR is calculated in accordance with the Banking (Liquidity) Rules effective from
1 January 2015 and the NSFR is effective from 1 January 2018. The Group, being
classified as category 1 authorised institution by the HKMA, is required to calculate
LCR and NSFR on consolidated basis. The Group is required to maintain LCR and
NSFR not less than 100%.

By maintaining a ratio in excess of minimum regulatory requirements, the LCR seeks
to ensure that the Group holds adequate liquidity assets to mitigate a short-term
liquidity stress and the NSFR ensures the Group maintaining sufficient stable funding
sources to cover their long-term assets.
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Notes to the Financial Statements (continued)

4,

4.3

Financial risk management (continued)
Liquidity risk (continued)

In certain derivative contracts, the counterparties have right to request from the Group
additional collateral if they have concerns about the Group’s creditworthiness.

The Group’s liquidity risk management also covers new products or business
developments. Before launching a new product or business, the relevant departments
are required to go through a risk assessment process, which includes the assessment
of underlying liquidity risk and consideration of the adequacy of the current risk
management mechanism. Any material impact on liquidity risk noted during the risk
assessment process will be reported to RMC for approval.

The Group has established a set of uniform liquidity risk management policies. On the
basis of the Group’s uniform policy, the principal banking subsidiary develops its own
liquidity management policies according to its own characteristics, and assumes its
own liquidity risk management responsibility, executes its daily risk management
processes independently, and reports to the Group’s Management on a regular basis.

The information of LCR and NSFR disclosures are available under “Unaudited
Supplementary Financial Information — 2 Liquidity Coverage Ratio and Net Stable
Funding Ratio” and section “Regulatory Disclosures” on the Bank’s website at
www.ncb.com.hk.

109



25 NCB #1if A% 4 A

BRI (8D

4. ERERREHE (8)

43 REESER (8
(A) EHIES
TRAEAEER 12 A 31 HZ&E
FEBERVEHH O HRsEEH
W HEREEEEGYRIIAHRY
SIS HAIRS Y -
B Assets
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TESRTT B HoAth 4@t  Placements with banks and
Y E HFEIT other financial institutions
ANffEEE{EEF AJEZE  Financial assets at fair value
2R RE through profit or loss
- G - Trading
- (EBEH AT - Debt securities and
PGS certificates of deposit
- BREIMELIA SO - Mandatorily measured at
FLEt AR - fair value through profit
IR or loss, non-trading
- EBES - Debt securities
- WS - Equity securities
- A - Others
FHEER TR Derivative financial
instruments

ST R LAt mh A
K
EFEH AR

- BFEK
- HE5E
ERRE
- DA sefEE(bat
A T

- A R
- s
- LUBEBRBUR TR

=20

- FEBTA
ReEE
Y3k ~ St st

I EE

HitrAE (EERE
TR B ARAERR T
)

REGH

Advances to banks and other
financial institutions
Advances to customers and
trade bills
- Advances to customers
- Trade bills
Financial investments
- At fair value through
other comprehensive
income
- Debt securities and
certificates of deposit
- Equity securities
- At amortised cost

- Debt securities
Investment properties
Properties, plant and
equipment

Intangible assets

Other assets (including
current and deferred tax
assets)

Total assets

Notes to the Financial Statements (continued)

Financial risk management (continued)

4.3 Liquidity risk (continued)
(A) Maturity analysis

The tables below analyse the Group’s assets and liabilities as at 31 December into
relevant maturity groupings based on the remaining period at balance sheet date to

the contractual maturity date.

2025
—& =7
g —ERRW =@A = —ZEHE AHFEMLE THEE

On Up to 1t03 3to12 1t05 Over 5 HE &gt
demand 1 month months months years years Indefinite Total
BETIL  MWTT BT BMTT O B%TT BMTT  B%TI AT
HK$'000  HK$000  HK$000  HK$'000  HK$000 HK$'000 HK$000 HK$’000
25,640,565 23,621,295 - - - - - 49,261,860
- - 3,378,750 6,117,521 - - - 9,496,271
- 693,582 3,502,344 4,952,680 530,831 30,852 - 9,710,289
- - - 2,847 98,516 152,688 1,694 255,745
. - - - - - 1,741,912 1,741,912
- - 4,155 850,108 - - - 854,263
448,371 176,131 294,400 111,536 81,767 - - 1,112,205
- 3,403 1,482 - 1,589,208 - - 1,594,093
1,165,198 44,768,588 29,038,036 69,857,023 79,110,355 41,971,201 2,796,380 268,706,781
- 154,054 37,096 - - - - 191,150
- 14,276,627 23,352,826 60,535,071 103,375,620 4,225,822 - 205,765,966
. - - - - - 17,418 17,418
- - 175 - 23,313 - - 23,488
- - - - - - 2,011,400 2,011,400
. - - - - - 6,639,503 6,639,503
- - - - - - 1,604,476 1,604,476
2,731,473 3,224,477 13,599 7,410 803,946 400 683,667 7,464,972
29,985,607 86,918,157 59,622,863 142,434,196 185,613,556 46,380,963 15,496,450 566,451,792

110



%) NCB #:f 7% 44

BRI (8D

Notes to the Financial Statements (continued)

4. ERERREHE (8)

4. Financial risk management (continued)

4.3 FKengEeRk (8) 4.3 Liquidity risk (continued)
(A) BEEESH (8) (A) Maturity analysis (continued)
2025
—& =z
BIEH —EAR =EH +={EH —ZEHE  HEME THEE
On Up to 1to3 3to12 1to5 Over 5 HEA st
demand 1 month months months years years Indefinite Total
T AT BBTOT BT B%TT BT EBWTT BT
HK$°000 HK$°000 HK$’000 HK$’000 HK$°000 HK$°000 HK$°000 HK$’000
&E Liabilities
$RIT R HA 4 Rik%HE  Deposits and balances from
IR R AR banks and other financial
institutions 1,152,749 23,829,119 5,186,783 5,212,221 - - - 35,380,872
AN fofEgE{bit Ad8%5  Financial liabilities at fair
7GR E R value through profit or loss - 499,368 4,691,692 1,791,466 - - - 6,982,526
rTEem TR Derivative financial
instruments 226,937 253,051 360,922 350,574 120,479 - - 1,311,963
ZEFEE Deposits from customers 111,435,200 79,060,665 111,467,748 94,643,148 9,024,184 78,003 - 405,708,948
E#TER:E%5 K7 Debt securities and
fGES certificates of deposit in
issue 186,860 2,452,172 3,680,273 5,572,019 12,954,265 - - 24,845,589
HARETE R (f1 Other accounts and
FERET RV R R I provisions (including
TIHAR) current and deferred tax
liabilities) 3,548,705 1,887,493 1,408,516 3,498,127 1,384,366 10,142 714,686 12,452,035
=t Subordinated liabilities - - 131,671 - - 5,417,236 - 5,548,907
=ik Total liabilities 116,550,451 107,981,868 126,927,605 111,067,555 23,483,294 5,505,381 714,686 492,230,840
REIE SR Net liquidity gap (86,564,844) (21,063,711) (67,304,742) 31,366,641 162,130,262 40,875,582 14,781,764 74,220,952
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Assets
Cash and balances with
banks and other financial
institutions
Placements with banks and
other financial institutions
Financial assets at fair value
through profit or loss
- Trading
- Debt securities and
certificates of deposit
- Mandatorily measured at
fair value through profit
or loss, non-trading
- Debt securities
- Equity securities
- Others
Derivative financial
instruments
Advances to customers and
trade bills
- Advances to customers
- Trade bills
Financial investments
- At fair value through
other comprehensive
income
- Debt securities and
certificates of deposit
- Equity securities
- At amortised cost
- Debt securities
Investment properties
Properties, plant and
equipment
Intangible assets
Other assets (including
current and deferred tax
assets)

Total assets

4.3 Liquidity risk (continued)

(A) Maturity analysis (continued)

4. Financial risk management (continued)

Notes to the Financial Statements (continued)

2024
—F =%
Bl AN =f&HA +=MEH —Z20fF HFME FHEE
On Up to 1t03 3t0 12 1to5 Over 5 Hi 4Gt
demand 1 month months months years years Indefinite Total
BT BT BETT BETT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
21,612,852 36,716,315 - - - - - 58,329,167
- - 8,815,792 3,222,024 - - - 12,037,816
- 976,242 2,849,963 2,429,701 656,096 - - 6,912,002
. - - - - - 1,011 1,011
- - - - - - 1,510,893 1,510,893
- 319,142 7,045 4,039,093 - - - 4,365,280
399,759 619,976 790,218 796,577 304,879 4,359 - 2,915,768
1,243,333 32,620,252 26,433,441 61,175,968 95,235,331 42,990,809 4,641,661 264,340,795
- 326,228 69,676 - - - - 395,904
- 8,487,525 25,343,114 50,484,430 84,238,614 5,513,738 - 174,067,421
R - - - - - 18,074 18,074
- 394,742 662,696 26,357 23,227 - - 1,107,022
- - - - - - 417,116 417,116
- - - - - - 7,933,200 7,933,200
- - - - - - 1,601,463 1,601,463
432,278 1,406,004 1,550 24,777 552,381 2,315 2,712,053 5,131,358
23,688,222 81,866,426 64,973,495 122,198,927 181,010,528 48,511,221 18,835,471 541,084,290
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R (8) Notes to the Financial Statements (continued)
4. SREREE (8) 4. Financial risk management (continued)
4.3 REESEE (8 4.3 Liquidity risk (continued)
(A) BEEESH (8) (A) Maturity analysis (continued)
2024
—% =%
BEA —{E@R N ={EH +MEA —EHE  HFEME NHETE
On Up to 1t03 3t012 1to5 Over 5 Hi 4Gt
demand 1 month months months years years Indefinite Total

BT BT BT BETT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$000  HK$'000 HK$’000 HK$'000

&E Liabilities
$RIT R HA 4 Rik%HE  Deposits and balances from
IR R AR banks and other financial
institutions 1,395,219 13,532,276 1,501,891 979,515 - - - 17,408,901
AN ffEsE{bEt AdE2s  Financial liabilities at fair
A s value through profit or
loss - 1,397,511 3,803,469 1,002,608 - - - 6,203,588
PIEERT A Derivative financial
instruments 189,846 164,566 59,459 118,266 228,103 4,993 - 765,233
B EFER Deposits from customers 107,475,002 80,267,652 133,440,763 62,808,991 10,423,164 - - 394,415,572
8 T{E%55 K 1F Debt securities and
s certificates of deposit in

HAARIE PR (B

issue - 1,169,007 8,339,926 2,590,463 17,584,960 - - 29,684,356
Other accounts and

FEIE (S FRTE KR AL provisions (including
FHE ) current and deferred tax
liabilities) 5,731,859 1,346,268 1,931,717 5,051,469 1,723,364 12,686 649,485 16,446,848
“IEAGR Subordinated liabilities - - - - 5,521,900 - 5,521,900
AR Total liabilities 114,791,926 97,877,280 149,077,225 72,551,312 29,959,591 5,539,579 649,485 470,446,398
REELSHRO Net liquidity gap (91,103,704) (16,010,854) (84,103,730) 49,647,615 151,050,937 42,971,642 18,185,986 70,637,892

AR A 1 2 B
BT RKR EsRE 25 R T R &
JEE o $TR A ERER S B
BE - HAZEETE R
SIS TR o HARE 2 By
BRI RIER IR 038 > (BB
W EEZHETARRE  AKZ
RS Ry TAREE HI - Bt
2B AR AHRE R (20
H)e

(BN e o S RS
FHAH -

The Group has reported assets such as advances and debt securities which have
been overdue for not more than one month as “On demand”. In the case of an asset
that is repayable by different payments or instalments, only that portion of the asset
that is actually overdue is reported as overdue. Any part of the asset that is not due is
reported according to the residual maturity unless the repayment of the asset is in
doubt in which case the amount is reported as “Indefinite”. The above assets are
stated after deduction of provisions, if any.

The disclosure does not imply that the securities will be held to maturity.
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Financial liabilities

Deposits and balances from
banks and other financial
institutions

Financial liabilities at fair value
through profit or loss

Deposits from customers

Debt securities and certificates
of deposit in issue

Other accounts and provisions

Subordinated liabilities

Total financial liabilities

Financial liabilities

Deposits and balances from
banks and other financial
institutions

Financial liabilities at fair value
through profit or loss

Deposits from customers

Debt securities and certificates
of deposit in issue

Other accounts and provisions

Subordinated liabilities

Total financial liabilities

Notes to the Financial Statements (continued)

Financial risk management (continued)

Liquidity risk (continued)

Analysis of undiscounted cash flows by contractual maturities
Non-derivative cash flows

The tables below summarise the cash flows of the Group as at 31 December for non-
derivative financial liabilities by remaining contractual maturity.

2025
—= =z

—fEAA =EA +=ER —E2HE HEMLE THEE
Up to 1t03 3to12 1to5 Over 5 BER =t
1 month months months years years Indefinite Total
BETT BT BE%Tx BBt BB Tx  BSTx BB
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
24,995,139 5,209,922 5,281,613 - - - 35,486,674
500,000 4,709,000 1,807,000 - - - 7,016,000
190,646,651 112,063,825 95,935,166 9,441,023 78,003 - 408,164,668
2,651,203 3,842,014 6,073,793 13,803,962 - - 26,370,972
4,622,588 1,329,233 2,688,516 567,574 10,142 693,029 9,911,082
- 163,454 163,454 1,307,628 6,724,864 - 8,359,400
223,415,581 127,317,448 111,949,542 25,120,187 6,813,009 693,029 495,308,796

2024
—% =F

—EAAN =EH +{EA —ZAF AFME THEE
Up to 1t03 3t0 12 1to5 Over 5 HHA 4EEt
1 month months months years years Indefinite Total
BT BT EETT BT EETT BEETIT EETT
HK$000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
15,009,069 1,548,393 1,042,373 - - - 17,599,835
1,400,000 3,821,500 1,022,000 - - - 6,243,500
188,082,066 134,984,696 64,506,448 11,159,904 - - 398,733,114
1,191,501 8,500,210 2,935,115 18,996,527 - - 31,623,353
6,175,368 1,898,197 5,101,566 709,657 12,677 630,654 14,528,119
- 163,050 163,050 1,304,402 6,858,007 - 8,488,509
211,858,004 150,916,046 74,770,552 32,170,490 6,870,684 630,654 477,216,430

114



25 NCB #1if A% 4 A

BRI (8D

4.3

(8)

(b)

EHEREE (8
RETEER (8D

HEGNEEIN ST RITRBR S
€

PIETHRZRER

AL T AR 12 5 31 H 2
FlEF SR IPRZ B ER &
P ARG R T E SR A
15 > R AR RS T 2 7R
SR TR (R mARE4E S EN
AR B 014 T AL STES]
RN TR HA B By R
TGRSR -

R ARG R 1T A R
TR ERUREAFRE M INELR 5
It CR2W) - TSR AE A
ZPTAE R TR RS R
B -

Notes to the Financial Statements (continued)

>

4.3

B)

(b)

Financial risk management (continued)
Liquidity risk (continued)

Analysis of undiscounted cash flows by contractual maturities (continued)

Derivative cash flows

The tables below summarise the cash flows of the Group by remaining contractual
maturity as at 31 December for derivative financial liabilities that will be settled on a
net basis, together with all derivative financial instruments that will be settled on a
gross basis regardless of whether the contract is in an asset or liability position. The
amounts disclosed in the tables are the contractual undiscounted cash flows, except
for certain derivatives which are disclosed at fair value.

The Group’s derivative financial instruments that will be settled on a net basis mainly
include interest rate swaps and foreign exchange options (non-deliverable) whereas
derivative financial instruments that will be settled on a gross basis mainly include
currency forwards and currency swaps.
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4.3 Liquidity risk (continued)

4. Financial risk management (continued)

Notes to the Financial Statements (continued)

(B) #HELFHAROZRITERELHR (B) Analysis of undiscounted cash flows by contractual maturities (continued)

@

(b) FFETRZHER (&)

(b) Derivative cash flows (continued)

2025
—EAAN —Z2=@A =&x+_fEA —ZB AL HEME
Up to 1t03 3to12 1to5 Over =t
1 month months months years 5 years Total
BT BT AT AT BT BT
HK$’000 HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
FOFEEECEAEE > Derivative financial
I sRaE liabilities settled on a
net basis (193,025) (28,523) (55,900) (84,660) - (362,108)
HrapsEEsEsEE > Derivative financial
PR TR instruments settled
on a gross basis
- KA - Total inflow 49,541,881 35,547,419 25,244,335 187,511 - 110,521,146
- HEGRH - Total outflow (49,401,799) (35,882,041) (25,507,681) (187,511) - (110,979,032)
2024
—EAN —Z=EA =21+ _#EH —EfE AEME
Up to 1t03 3to 12 1to5 Over qast
1 month months months years 5 years Total
BT BT BT AT AT BT
HK$’000 HK$’000 HK$ 000 HK$ 000 HK$'000 HK$'000
FHOFEEECEAEE > Derivative financial
I sRaE liabilities settled on a
net basis (191,774) (7,552) (10,145) (186,641) (1,549) (397,661)
AR RCESGEE > Derivative financial
TR T E instruments settled
on a gross basis
- M - Total inflow 59,883,823 50,142,362 53,106,030 535,101 - 163,667,316
- R - Total outflow (59,420,327)  (50,443,630)  (52,248,518) (535,105) - (162,647,580)
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Notes to the Financial Statements (continued)
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4.3

B)

(©)

4.4

Financial risk management (continued)
Liquidity risk (continued)

Analysis of undiscounted cash flows by contractual maturities (continued)

Off-balance sheet items
Loan commitments

The contractual amounts of the Group’s off-balance sheet financial instruments as at
31 December 2025 that the Group commits to extend credit to customers and other
facilities totalled HK$200,509,330,000 (2024: HK$172,380,903,000), of which
HK$15,137,863,000 (2024: HK$15,259,683,000) are irrevocable. Those loan
commitments can be drawn within one year.

Financial guarantees and other financial facilities

Financial guarantees and other financial facilities of the Group as at 31 December
2025 totalled HK$52,012,993,000 (2024: HK$52,270,044,000 are maturing no later
than one year.

Capital management

The major objective of the Group’s capital management is to maximise total
shareholders’ return while maintaining a capital adequacy position in relation to the
Group’s overall risk profile. The ALCO periodically reviews the Group’s capital
structure and adjusts the capital mix where appropriate to maintain an optimal balance
among risk, return and capital adequacy.

The Group has developed and maintained a sound framework of policies and controls
on capital management to support the development of the Group’s business and to
meet the statutory capital adequacy ratio. The ALCO monitors the Group’s capital
adequacy. The Group has complied with all the statutory capital requirements of the
HKMA for the reported periods in respect of banking operation as further elaborated
below.

The Group adopts the standardised (credit risk) approach and the securitisation
standardised approach (“SEC-SA”) to calculate the credit risk capital charge for its
non-securitisation exposures and securitisation exposures respectively.
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Notes to the Financial Statements (continued)

4,

44

Financial risk management (continued)
Capital management (continued)

The Group adopts the reduced basic credit valuation adjustment (“CVA”) approach to
calculate the capital charge for the CVA risk of the counterparty.

The Group adopts the standardised (market risk) approach to calculate the market
risk capital charge.

The Group adopts the method specified in section 324(1) of the Banking (Capital)
Rules to calculate the operational risk capital charge.

The Group adopts an internal capital adequacy assessment process (‘ICAAP”) to
comply with the HKMA'’s requirements in the Supervisory Policy Manual “Supervisory
Review Process”. Based on the HKMA'’s guidelines on Pillar Il, ICAAP has been
initiated to assess the extra capital needed to cover the material risks not captured or
not adequately captured under Pillar |, and therefore minimum Common Equity Tier 1
capital ratio, minimum Tier 1 capital ratio, minimum Total capital ratio and minimum
Leverage ratio are determined. Meanwhile, operating ranges for the aforementioned
capital ratios have also been established which enable the flexibility for future
business growth and efficiency of capital utilisation. The Group considers this ICAAP
as an on-going process for capital management and periodically reviews and adjusts
its capital structure where appropriate in relation to the overall risk profile.

In addition, the capital plan of the Group is drawn up annually and then submitted to
the Board for approval after endorsement of the ALCO. The plan is built up by
assessing the implications of various factors upon capital adequacy such as the
business strategies, return on equity, risk appetite, credit rating, as well as regulatory
requirements. Hence, the future capital requirement is determined and capital sources
are identified also. The plan is to ensure the Group maintains adequate capital and
appropriate capital structure which align with its business development needs,
thereby achieving an optimal balance among risk, return and capital adequacy.
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Notes to the Financial Statements (continued)

Financial risk management (continued)
Capital management (continued)
Basis of regulatory consolidation

The consolidation basis for regulatory purposes comprises the positions of the Bank
and certain subsidiaries specified by the HKMA in accordance with the Banking
(Capital) Rules. For accounting purposes, subsidiaries are consolidated in
accordance with HKFRS Accounting Standards and the list of subsidiaries is set out
in “Appendix — Subsidiaries of the Bank”.

The particulars of subsidiaries which are included within the accounting scope of
consolidation but not included within the regulatory scope of consolidation are as

HZEEOT follows:
2025 2024
= B B HARLEER
28 Name Total assets  Total equity  Total assets Total equity
AT BT AT T AT
HK$’000 HK$’000 HK$’000 HK$’000
FEEREEIRTERAR Nanyang Commercial Bank
NH] Trustee Limited 17,937 17,828 17,837 17,716
BEMEEEEHEAIR/AT  Kwong Li Nam Investment Agency
Limited 4,955 4,891 5,629 4,836
FERESRTT (RFEA)  Nanyang Commercial Bank
HIRAE] (Nominees) Limited 1,394 1,394 1,402 1,402
HEEEEHEEMAEZS  NCB Wealth Management Advisor
H] Limited 708,286 697,335 589,754 507,930

DI B o SR EBESERSEN T
AT Z IR E

14 2025 4 12 5 31 H - AHEEM
It = A RS R AR e SR
A EAETE & T2 A4 & e
(2024 % : f) -

fr 2025 42 12 F 31 B - JREEAES]
it A FE i E AR S AR
EREGERE ARG
% (2024 58 ¢ f) -

The principal activities of the above subsidiaries are set out in “Appendix —
Subsidiaries of the Bank”.

There were no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation as at 31
December 2025 (2024: Nil).

Neither were there any subsidiaries which are included within both the accounting
scope of consolidation and the regulatory scope of consolidation where the methods
of consolidation differ as at 31 December 2025 (2024: Nil).
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Notes to the Financial Statements (continued)

Financial risk management (continued)

Capital management (continued)

Capital ratio
2025 2024
Common Equity Tier (“*CET1”) capital
ratio 15.99% 14.55%
Tier 1 capital ratio 18.09% 16.61%
Total capital ratio 21.35% 19.89%

The consolidated capital base after deductions used in the calculation of the above

capital ratios is analysed as follows:

2025 2024
BT BT
HK$°000 HK$'000
CET1 capital: instruments and
reserves
Directly issued qualifying CET1 capital
instruments plus any related share
premium 3,144,517 3,144,517
Retained earnings 55,261,987 52,648,041
Disclosed reserves 7,690,701 6,911,486
CET1 capital before regulatory
deductions 66,097,205 62,704,044
CET1 capital: regulatory deductions
Valuation adjustments (223) (373)
Other intangible assets (net of
associated deferred tax liabilities) (1,396,714) (1,377,529)
Deferred tax assets (net of associated
deferred tax liabilities) (692,836) (426,595)
Gains and losses due to changes in
own credit risk on fair valued liabilities (471) (1,825)
Cumulative fair value gains arising from
the revaluation of land and buildings
(own-use and investment properties) (5,162,073) (6,092,269)
Regulatory reserve for general banking
risks (2,350,933) (2,478,918)
Total regulatory deductions to CET1
capital (9,603,250) (10,377,509)
CET1 capital 56,493,955 52,326,535
Additional Tier 1 capital 7,422,026 7,422,026
Tier 1 capital 63,915,981 59,748,561
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Notes to the Financial Statements (continued)

44

B)

Financial risk management (continued)

Capital management (continued)

Capital ratio (continued)

Tier 2 capital: instruments and
provisions

Qualifying Tier 2 capital instruments
plus any related share premium

Collective provisions and regulatory
reserve for general banking risks
eligible for inclusion in Tier 2 capital

Tier 2 capital before regulatory
deductions

Tier 2 capital: regulatory deductions
Add back of cumulative fair value gains
arising from the revaluation of land

and buildings (own-use and
investment properties) eligible for
inclusion in Tier 2 capital

Total regulatory deductions to Tier 2
capital

Tier 2 capital

Total capital

The capital buffer ratios are analysed as follows:

Capital conservation buffer ratio

Countercyclical capital buffer ratio

2025 2024
BT BT
HK$’000 HK$°000

5,417,236 5,390,554
3,764,433 3,660,476
9,181,669 9,051,030
2,322,933 2,741,521
2,322,933 2,741,521
11,504,602 11,792,551
75,420,583 71,541,112
2025 2024
2.50% 2.50%
0.31% 0.29%

In accordance with the Banking (Capital) Rules, the Capital Conservation Buffer is
designed to ensure banks build up capital outside periods of stress of 2.5% of risk-
weighted assets (“RWAs”). The Countercyclical Capital Buffer (“CCyB*) which is set
on an individual country basis and is built up during periods of excess credit growth
to protect against future losses. The currently applicable CCyB for Hong Kong is 0.5%

of RWAs.
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4. SREREE (8) 4. Financial risk management (continued)

4.4 EREHE (8) 4.4 Capital management (continued)

(C) rERLE®E (C) Leverage ratio
HRE AR B R Bk o] A AR The additional information of capital disclosures is available under section “Regulatory
1T49E www.ncb.com.hk ot "B Disclosures” on the Bank’s website at www.ncb.com.hk.

#eEE ) —EURE -

2025 2024
—aE Tier 1 capital 63,915,981 59,748,561
TEAREE R i e Leverage ratio exposure 599,726,511 580,601,607
TERREER Leverage ratio 10.66% 10.29%
ARERE R B R B R R The additional information of leverage ratio disclosures is available under section
REF1T4EH www.ncb.com.hk “Regulatory Disclosures” on the Bank’s website at www.ncb.com.hk.
FECEEE , TR -
5. BENABHNANE 5. Fair values of assets and liabilities
FrE LA B B EE B EHEN All assets and liabilities for which fair value is measured or disclosed in the financial
WERIEE K Ea&E » O E AT statements are categorised within the fair value hierarchy as defined in HKFRS 13,
WEEAIE 13 T AREE W “Fair value measurement”. The categorisation are determined with reference to the
T NANEESFTNTIE - %5 observability and significance of the inputs used in the valuation methods and based
STy IR EE T AT R IR ZE on the lowest level input that is significant to the fair value measurement as a whole:
A BIRME B R o AR R
BANEFERERACE Y RKE
WARZRFETE *
o F—JEH : HEEERAMETE e Level 1: based on quoted prices (unadjusted) in active markets for identical
VERE WS EHE (REEEH assets or liabilities. This category includes listed equity shares, debt instruments
) o ILBAERE LR issued by certain governments, certain exchange-traded derivative contracts
5~ BB BUR S TRE R LB and precious metals.
HTERNLGITEEN N E
o  FE B JyREMEER T e Level 2: based on valuation techniques for which the lowest level input that is
FHNREERAZE (EFE significant to the fair value measurement is observable, either directly or
HEBE A\ TESTERERE indirectly. This category includes majority of the OTC derivative contracts, debt
&) ]y E R R R 2 - i securities, discounted bills and certificates of deposit with quote from pricing
JE YRR RIS INE ST services vendors. It also includes precious metals and properties with
4 &4~ PG {ERR S L e insignificant adjustments made to observable market inputs.

HUEAS R ERS 25  EAE
ket - [ElF NG S TSR
SRR MET TR ERGHE
F B <t R 2
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5.1

Notes to the Financial Statements (continued)

Fair values of assets and liabilities (continued)

e Level 3: based on valuation techniques for which the lowest level input that is
significant to the fair value measurement is unobservable. This category includes
equity investment, debt instruments and forfeiting with significant unobservable
components. It also includes properties with significant adjustments made to
observable market inputs.

For assets and liabilities that are recognised in the financial statements on a recurring
basis, the Group determines whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting
period.

Financial instruments measured at fair value

The Group has an established governance structure and controls framework to
ensure that fair values are either determined or validated by control units independent
of the front offices. Control units have overall responsibility for independent
verification of valuation results from front line businesses and all other significant fair
value measurements. Specific controls include verification of observable pricing
inputs. Significant valuation issues are reported to the Management.

Generally, the unit of account for a financial instrument is the individual instrument.
HKFRS 13 permits a portfolio exception, through an accounting policy election, to
measure the fair value of a portfolio of financial assets and financial liabilities on the
basis of the net open risk position when certain criteria are met. The Group applies
valuation adjustments at an individual instrument level, consistent with that unit of
account.

The Group uses valuation techniques or broker/dealer quotations to determine the
fair value of financial instruments when unable to obtain the open market quotation
in active markets.

The main parameters used in valuation techniques for financial instruments held by
the Group include bond prices, interest rates, foreign exchange rates, equity and
stock prices, volatilities, counterparty credit spreads and others, which are mostly
observable and obtainable from open market.
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Notes to the Financial Statements (continued)

5. Fair values of assets and liabilities (continued)

5.1 Financial instruments measured at fair value (continued)

The technique used to calculate the fair value of the following financial instruments is
as below:

Debt instruments, certificates of deposit and forfeiting

The fair value of these instruments is determined by obtaining quoted market prices
from exchange, dealer or independent pricing service vendors or using discounted
cash flow technique. Discounted cash flow model is a valuation technique that
measures present value using estimated expected future cash flows from the
instruments and then discounts these flows using a discount margin that reflects the
credit spreads required by the market for instruments with similar risk or a discount
rate which is referred to the transaction interest rate of instruments with similar risk
as at the end of the month and inter-bank bid rate as the final discount rate. These
inputs are observable or can be corroborated by observable or unobservable market
data.

Derivatives

OTC derivative contracts include forward, swap and option contracts on foreign
exchange, interest rate or commodity. The fair values of these contracts are mainly
measured using valuation techniques such as discounted cash flow models and
option pricing models. The inputs can be observable or unobservable market data.
Observable inputs include interest rate, foreign exchange rates, commodity prices
and volatilities. Unobservable inputs such as volatility surface may be used for less
commonly traded option products which are embedded in structured deposits. For
certain complex derivative contracts, the fair values are determined based on
broker/dealer price quotations.

CVA and debit valuation adjustments are applied to the Group’s OTC derivatives.
These adjustments reflect market factors movement, expectations of counterparty
creditworthiness and the Group’s own credit spread respectively. They are mainly
determined for each counterparty and are dependent on expected future values of
exposures, default probabilities and recovery rates.
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Notes to the Financial Statements (continued)

5. Fair values of assets and liabilities (continued)

5.1 Financial instruments measured at fair value (continued)

(A) Fair value hierarchy

assets

NFEELEF AEZE 24 Financial assets at fair value

mh&E (ffsE 20) through profit or loss (Note 20)
- X% - Trading
- R AT - Debt securities and

certificates of deposit

- DA R ESEME - Mandatorily measured at fair
FhAER - IS value through profit or loss, non
trading
- EBESF - Debt securities
- R8s - Equity securities
- HAth - Others

riE4R T E (ftE:21)  Derivative

financial instruments

(Note 21)

DA RMEE(EsT AEAM % Financial i
HREEBRIEE (I through

nvestments at fair value
other comprehensive

5 23) income (Note 23)
- [EEEH NS - Debt securities and certificates
of deposit
- BEHDEETE - Equity securities
SREE Financial liabilities
NfEE EET AR 24 Financial liabilities at fair value

FhefE (Fffak 28) through

profit or loss (Note 28)

- XM - Trading

rrESR T A (ffsE21)  Derivative

financial instruments

(Note 21)
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2025
F—Ek E_JEik F=Ek Qe
Level 1 Level 2 Level 3 Total
AT BT T AT AT
HK$’000 HK$’000 HK$’000 HK$’000
31,014 9,679,275 - 9,710,289
- - 255,745 255,745
9,087 - 1,732,825 1,741,912
- 33,331 820,932 854,263
450,592 661,613 - 1,112,205
11,439,245 194,326,721 - 205,765,966
. - 17,418 17,418
- (6,982,526) - (6,982,526)
(229,139) (1,082,824) - (1,311,963)
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Notes to the Financial Statements (continued)

5. Fair values of assets and liabilities (continued)

5.1 Financial instruments measured at fair value (continued)

(A) Fair value hierarchy (continued)

SRRE
AR AR &
A (i 20)

- G
- PSSR EGE

- DRI R EEE
= AdERS - JES S
- [EBFES
- BfnEes
- Hith

PSR TH (HEE21)

DL g et A A
AR E (B
5 23)

- RS RS

- MebrEE SR

SRIEE
AVIRIEE ok DN
e (i 28)
- R
s TR (fEk21)

REEM 2 R R AN
RS R IR

% (2024 5 @ f) -

Financial assets

Financial assets at fair value
through profit or loss (Note 20)

- Trading
- Debt securities and

certificates of deposit

- Mandatorily measured at fair
value through profit or loss, non
trading
- Debt securities
- Equity securities
- Others

Derivative financial instruments
(Note 21)

Financial investments at fair value
through other comprehensive
income (Note 23)

- Debt securities and certificates
of deposit
- Equity securities

Financial liabilities

Financial liabilities at fair value
through profit or loss (Note 28)
- Trading

Derivative financial instruments
(Note 21)
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2024
BBk Bk E=IE% “aEt
Level 1 Level 2 Level 3 Total
AWETIT AWETIT BT T AT T
HK$'000 HK$'000 HK$'000 HK$'000
- 6,912,002 - 6,912,002
- - 1,011 1,011
60,671 - 1,450,222 1,510,893
- 2,458,923 1,906,357 4,365,280
401,386 2,514,382 - 2,915,768
11,547,452 162,519,969 - 174,067,421
- - 18,074 18,074
- 6,203,588 - 6,203,588
192,598 572,635 - 765,233

There were no financial asset and liability transfers between level 1 and level 2 for
the Group during the year (2024: Nil).
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Notes to the Financial Statements (continued)

(B) Reconciliation of level 3 items

2025

5. Fair values of assets and liabilities (continued)

5.1 Financial instruments measured at fair value (continued)

EREE

Financial assets

BREMEDA A EEET AR

Mandatorily measured at fai
through profit or loss

r value

PAsefEERA
HoAt & EE S
NERRE
Financial
investments
at fair value
through other

ER G comprehensive
Non trading income
EBES Betregss Betrs8ss
Debt Equity Hiir Equity
securities securities Others securities
AT BT AT BETT
HK$°000 HK$°000 HK$°000 HK$°000
w2025 1H1H At 1 January 2025 1,011 1,450,222 1,906,357 18,074
ez Gains
- sk - Income statement
- RS S - Net trading gain - 282,603 44,038 -
- HAPIAEESEEET - Net (loss)/gain on other
AfBzs 2z SR TEF financial instruments at fair
(B8 s value through profit or loss (114) - 101,427 -
- HAtr e mEas - Other comprehensive income
- DA sefEET AHA 2 - Change in fair value of financial
IS HT BRI E assets at fair value through
AnEEL other comprehensive income - - - (656)
WE Additions 254,848 - 166,171,034 .
FRE ~ fIE] s B Disposals, redemptions and maturity - - (167,401,924) -
2025412 H 31 H At 31 December 2025 255,745 1,732,825 820,932 17,418
2025 4 12 H 31 H¥FH Total unrealised (loss)/gain for the
EREERIANET AL period included in income statement
IREMNAETR (BE) for financial assets held as at 31
/W December 2025 (114) - 101,427 -
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Notes to the Financial Statements (continued)

5. Fair values of assets and liabilities (continued)
5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

2024
EREE
Financial assets
PAA R A
EAt 4T
HYERIHEE
Financial
SEHIMEDLA BT AR investments
Mandatorily measured at fair value at fair value
through profit or loss through other
LG comprehensive
Non trading income
A% Ry EE tdlariceas
Debt Equity HAth Equity
securities securities Others securities
BT OBWTL BN AT
HK$’000 HK$’000 HK$’000 HK$’000
20241 H1H At 1 January 2024 27,789 1,318,263 6,127,135 25,606
ez Gains
- sk - Income statement
- EREEME (E51E) - Net trading (loss)/gain
e (990) 131,959 70,403 -
- HADIAEE BT - Net loss on other financial
AfBzs 2z SR TEF instruments at fair value
518 through profit or loss (25,788) - (10,710) -
- HAtr e mEas - Other comprehensive income
- DIARERT A A S - Change in fair value of financial
IS HT BRI E assets at fair value through
ANEE(E other comprehensive income - - - (7,329)
HE Additions - - 180,478,775 -
JRE ~ BEE R EHA Disposals, redemptions and maturity - - (184,759,246) (203)
202412 531 H At 31 December 2024 1,011 1,450,222 1,906,357 18,074
2024 /£ 12 H 31 HH Total unrealised loss for the period
& ERIANET AU included in income statement for
EEe e e N $i) Gt~ financial assets held as at 31
December 2024 (25,788) - (10,710) -
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Notes to the Financial Statements (continued)

Fair values of assets and liabilities (continued)

5.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 31 December 2025 and 31 December 2024, financial instruments categorised
as level 3 are mainly comprised of financial assets at fair value through profit or loss
and unlisted equity shares.

For certain illiquid others financial assets classified as fair value through profit or loss
and fair value through other comprehensive income, the Group obtains valuation
quotations from counterparties which may be based on unobservable inputs with
significant impact on the valuation. Therefore, these instruments have been classified
by the Group as level 3. The Group has established internal control procedures to
control the Group’s exposure to such financial instruments.

The fair values of unlisted equity shares are determined with reference to multiples
of comparable listed companies, such as average of the price/earning ratios of
comparables, or net asset value, if appropriate comparables are not available. The
significant unobservable inputs applied in the fair values measurement of the Group’s
unlisted equity shares are as follows:

FAT AR SBATT ¢
EARHBESH A& SHEA A ERB R
fEE A Significant HE Relationship of unobservable inputs to
Valuation method unobservable inputs Range fair value
g e s i/ FFIfE R 54-17.9 M/ BAIEEAS  ANEES

Market comparison approach

Price/Earning ratios

(2024: 6.1 - 14.2)

The higher the Price/Earning ratios,
the higher the fair value.

TH{E, MR FHE
Price/Book ratios

05-38
(2024: 0.9 - 2.5)

M MREFHERS - AnESE
The higher the Price/Book ratios,
the higher the fair value.

EEEE SIS

3.6-4.8

MESEAE, LS ITEE S m A A

R sH AR (2024: 1.3 - 5.0) INAEATES
EV/EBITDA The higher the EV/EBITDA ratios,
the higher the fair value.
SRENMEREZK 27% - 30% SRENMERKAE - A E A
Liquidity discount (2024: 30.0%) The higher the liquidity discount,
the lower the fair value.
R EITEE Prg 1.4% riZaE - AnERE

Discounted cash flow approach

Discount rates

(2024: 1.5% - 4.8%)

The higher the discount rates,
the lower the fair value.

AL ik

Recent transaction approach

A
N/A

T
N/A

i
N/A
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Notes to the Financial Statements (continued)

5.

5.1

(B)

5.2

Fair values of assets and liabilities (continued)
Financial instruments measured at fair value (continued)
Reconciliation of level 3 items (continued)

The fair value is positively correlated to the price/earning ratios, price/booking ratios
and EV/EBITDA of appropriate comparables. Had the significant unobservable inputs
applied on the valuation techniques increased/decreased by 5% (31 December 2024:
5%), the Group’s other comprehensive income and profit or loss would have
increased/decreased by HK$871,000 (31 December 2024: HK$904,000) and
HK$86,641,000 (31 December 2024: HK$72,511,000) respectively.

The fair value is negatively correlated to the discount rates. Had the significant
unobservable inputs applied on the valuation techniques increased/decreased by 1%
(31 December 2024: 1%), the Group’s profit or loss would have decreased/increased
by HK$85,000 (31 December 2024: HK$259,000).

When the fair value of the unlisted shares are affected by more than one
unobservable input, the aforesaid impact reflects the most favourable or the most
unfavourable change from varying inputs individually.
Financial instruments not measured at fair value
Fair value estimates are made at a specific point in time based on relevant market
information and information about various financial instruments. The following

methods and assumptions have been used to estimate the fair value of each class of
financial instrument as far as practicable.

Balances with/from banks and other financial institutions and trade bills

Substantially all the financial assets and liabilities mature within one year from the
balance sheet date and their carrying value approximates fair value.

Advances to customers

Substantially all the advances to customers are on floating rate terms, bear interest
at prevailing market interest rates and their carrying value approximates fair value.
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5. BEMNABHIAMNE (&) 5. Fairvalues of assets and liabilities (continued)
52 JEDIAREHENSRTE (&) 5.2 Financial instruments not measured at fair value (continued)
LB A ESERIERE T A Debt instruments at amortised cost
DIBEeRp A BT BN ES TR A The fair value of debt instruments at amortisation cost is determined by using the
EEEEETE 5.1 NDIA nEET same approach as those debt instruments measured at fair value as described in
EIER LERAZ IEMHEE - Note 5.1.
ZEEES Deposits from customers
KERr 2 % PN EE His— Substantially all the deposits from customers mature within one year from the balance
FENEEE > EAREMEEL A - sheet date and their carrying value approximates fair value.
EB B R Debt securities and certificates of deposit in issue
T EZ A R EEERKEE 5.1 The fair value of these instruments is determined by using the same approach as
W EAA AR RAVER TE KR those debt instruments and certificates of deposit measured at fair value as described
SR 2 77 A E - in Note 5.1.
HEEE Subordinated liabilities
T EZ A R EEERKTEE 5.1 The fair value of the instrument is determined by using the same approach as those
WA R EMEG TH REK debt instruments and certificates of deposit measured at fair value as described in
PR 2 J7AME - Note 5.1.
B DA b ECHR T B A BT < The following tables set out the carrying values and fair values of the financial
BT EAN » TREIEUANESTE instruments not measured at fair value, except for the above with their carrying values
Byl TH 2 MRHEEAA E - being approximation of fair values.
2025 2024
HRTEI(E MR
Carrying ANrE Carrying NfE
value Fair value value Fair value
AT AT AMETIT AUETIT
HK$’000 HK$’000 HK$’000 HK$’000
SREE Financial assets
DIEERREA(EETRAV(ETS  Debt instruments at amortised cost
TH 23,488 23,094 1,107,022 1,104,068
SRAE Financial liabilities
EST{ERSS 5 R 72EE  Debt securities and certificates of
deposit in issue 24,845,589 25,073,234 29,684,356 29,983,533
BIEER Subordinated liabilities 5,548,907 5,770,435 5,521,900 5,584,129
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Notes to the Financial Statements (continued)

5. Fair values of assets and liabilities (continued)

5. BEMGENARE (8)
5.2 JEMAMEIRASRMTE (8

5.2 Financial instruments not measured at fair value (continued)

TRITRCHEEEA R ENERHT The following tables show the fair value hierarchy for financial instruments with fair

B2 A EE -

values disclosed.

2025
E—ER E_fEk FE=B% fEst
Level 1 Level 2 Level 3 Total
AT AT BT BT
HK$°000 HK$’000 HK$’000 HK$’000
SREE Financial assets
DIEkERRAMESEAVfER  Debt instruments at amortised cost
TH - 23,094 - 23,094
SREE Financial liabilities
CRITEE S RIS  Debt securities and certificates of
deposit in issue - 25,073,234 - 25,073,234
BIEAE Subordinated liabilities - 5,770,435 - 5,770,435
2024
E—lgik B E=IEH HEET
Level 1 Level 2 Level 3 Total
BT BT AMETIT AIETIT
HK$ 000 HK$’000 HK$’000 HK$’000
SREE Financial assets
DIEkRRAMES T EfER  Debt instruments at amortised cost
TH 388,260 715,808 - 1,104,068
A=t Financial liabilities
B TES S5 K 1FEEE  Debt securities and certificates of
deposit in issue - 29,983,533 - 29,983,533
’IEaE Subordinated liabilities - 5,584,129 - 5584,129
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Notes to the Financial Statements (continued)

5.

5.3

Fair values of assets and liabilities (continued)
Non-financial instruments measured at fair value

The Group uses valuation techniques or quoted market prices in active market to
determine the fair value of non-financial instruments.

Investment properties and premises

The Group’s properties can be divided into investment properties and premises. All
of the Group’s investment properties and premises were revalued. The valuations
were carried out by an independent firm of chartered surveyors, Knight Frank Petty
Limited, who have among their staff Fellow and Members of The Hong Kong Institute
of Surveyors with recent experience in the locations and categories of properties
being valued. The Group’s Management had discussions with the surveyors on the
valuation methods, valuation assumptions and valuation results when the valuation
is performed at each interim and annual reporting date. There has been no change
in valuation methods during the year.

Valuation methods and inputs used in Level 2 fair value measurements

The fair value of properties classified as Level 2 is determined using either the market
comparison approach by reference to recent sales price of comparable properties or
the income capitalisation approach by reference to market rent and capitalisation
rate, with appropriate adjustments to reflect the differences between the comparable
properties and the subject properties. These adjustments are considered as
insignificant to the entire measurement.

The Group’s properties are located in Hong Kong and major cities in the People’s
Republic of China (the “PRC”) where the property markets are considered active and
transparent. Sales price, market rent and capitalisation rate of comparable properties
are generally observable either directly or indirectly in these markets.
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5. BENEENAME (&) 5. Fairvalues of assets and liabilities (continued)
53 DIARESEWIESRTE (&) 5.3 Non-financial instruments measured at fair value (continued)
REGERIFE (&) Investment properties and premises (continued)
(i) HERIE =R T ([ EHTE R (i) Information about Level 3 fair value measurements
W RS BRI AE ¥ The fair value of all of the Group’s properties classified as Level 3 is determined using
N AEBE R S hE AU AR either the market comparison approach or the income capitalisation approach,
AKE S i AEEYSERSR T adjusted for a premium or a discount specific to the features of the Group’s properties
Y2 2 B R T s (S B 2 compared to the comparable properties.
o
T BEANESTERS T E The valuation methods and significant unobservable inputs used in the fair value
5= @R 2 AEEYISERT R 0 measurement of the Group’s properties classified as Level 3 are as follows:
EITERERREERE
BEAFHEERZR FEBIREREREA NENRR
B EHE Significant unobservable il ] Relationship of unobservable
Valuation method inputs Weighted average inputs to fair value
HAth 2 ik {o . oria VIS TP RS | 5.1% Hrigtm > A mER(E -
Other U ABE A E Fr GGFE) wE (2024: +1.9%) The higher the discount,
properties Market comparison (Discount)/premium on the lower the fair value.

approach or income
capitalisation approach

features of the property
compared to comparable
properties

S A EE -
The higher the premium,
the higher the fair value.

PISEM S T e e E B

(&), 4B 5275 ST L)
SEAEAREIRZE EAYSE - AR
ez i EE) - L - (FENE
e /IR0 ~ HSE ~ A ~ R

BEE °

(Discount)/premium on features of a property is determined after taken into account
various factors, such as time for market movement, location, accessibility, building
age/condition, floor level, size, layout, with reference to the differences in features
with comparable properties.
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5 HEMAENAE (&)

53 DARMEHENFESMIR (@ 53

=s-7

HRJE N S E R SR T S
BT ISR R A -

(A) DAERIER

5.

Precious metals

Fair values of assets and liabilities (continued)

Non-financial instruments measured at fair value (continued)

The fair values of precious metals are determined by obtaining quoted market prices
in active market or market quote with certain adjustments.

(A) Fair value hierarchy

2025
% FEH E=ER gt
Level 1 Level 2 Level 3 Total
AT AT BT BT
HK$’000 HK$°000 HK$°000 HK$°000
FERIEE Non-financial assets
EYE (Mf5k 24) Investment properties (Note 24) - 22,900 1,988,500 2,011,400
W% ~ 2K FeE%t ([f5E 25) Properties, plant and equipment (Note 25)
- RBEE - Premises - 418,700 5,262,848 5,681,548
HtngrE (KFsE 27) Other assets (Note 27)
- BEE - Precious metals 898,203 - - 898,203
2024
E—lEa EEE E=IEER iz
Level 1 Level 2 Level 3 Total
BT HEEETTT AT AT
HK$'000 HK$'000 HK$'000 HK$'000
JESRERE Non-financial assets
WEMH (f:E24) Investment properties (Note 24) - 17,100 400,016 417,116
W - B5h R Efs (FfEE 25) Properties, plant and equipment (Note 25)
- BiE - Premises - 4,203,391 2,690,591 6,893,982
A& (HfEE 27) Other assets (Note 27)
- BEE - Precious metals 118,676 - - 118,676

FEMZIEERMAENERLES
—EERE R R
(2024 4 : 4i) -

There were no non-financial asset transfers between level 1 and level 2 for the Group

during the year (2024: Nil).

135



%) NCB #:f 7% 44

MressRMeE (&) Notes to the Financial Statements (continued)

5. BENEENAME (&) 5. Fairvalues of assets and liabilities (continued)

53 DIARESEWIESRTE () 5.3 Non-financial instruments measured at fair value (continued)

(B) F=jBHHHE ) (B) Reconciliation of level 3 items
2025
JeeREE
Non-financial assets
YISk ~ M Rkt
Properties, plant
LB and equipment
Investment BE
properties Premises
AT BT
HK$’000 HK$°000
20251 H1H At 1 January 2025 400,016 2,690,591
e Gains
- s - Income statement
- BV R EFE - Net loss from fair value adjustments on
ZFEE investment properties (283,531) -
- EfiEEZITEE - Net loss from revaluation of premises - (275,863)
- HptremEdes - Other comprehensive income
- BEHEMH - Revaluation of premises - (741,501)
iy Additions 1,872,015 30,222
Hres Depreciation - (165,583)
HE A Transfers in - 3,705,962
P T2 7% Exchange difference - 19,020
20254 12 H 31 H At 31 December 2025 1,988,500 5,262,848
2025 4 12 H 31 HEFAMIES:  Total unrealised loss for the year included in
B ENENE AT AIRE  income statement for non-financial assets held
TR S TRAEER as at 31 December 2025
- WEYEEANMEFIRE 2 FE5E - Netloss from fair value adjustments on
investment properties (283,531) -
- EfEEZ ISR - Net loss from revaluation of premises - (275,863)
(283,531) (275,863)
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otes to the Financial Statements (continued)

Fair values of assets and liabilities (continued)

5.3 Non-financial instruments measured at fair value (continued)

) Reconciliation of level 3 items (continued)

202441 H1H

Wrgs
- Uk
- REVSEN R
SR
- EfliEE TR
- HAtemEies
- BEEM
WME
e
g
LA
VE 2 A

#2024 £ 12 A 31 H

14 2024 £ 12 H 31 HEFAIES
FNEFEN AN AUGERITRET
20 g et
- WEYEA R ERE PR

- EfiEE R

WA B Y = I AR 2E T R4
AL EYISEAR TR
M L2 (8 (8D RER IR
BLPrSIE - MHE EZEE (T
{8) TYHURIA B E BT Bk
A Z AILLE A R AR -
HR G H T T SR 2wt
BZES SR FAEE > BSEYISE
BT LR E L2 G
() EEEEAE b fEm
BT A TSR R T HET Z
ZEAMINEEEL - 5IEWE
B AN HF =B -

2024

IEREE
Non-financial assets

VI ~ B30 Rt

Properties, plant

&Y% and equipment
Investment R
properties Premises
BT BT T
HK$’000 HK$'000
At 1 January 2024 395,000 4,427,661
Gains
- Income statement
- Net loss from fair value adjustments on
investment properties (43,600) -
- Net loss from revaluation of premises - (14,512)
- Other comprehensive income
- Revaluation of premises - (182,789)
Additions 716 10,494
Disposals - (138,837)
Depreciation - (123,000)
Reclassification 47,900 (47,900)
Transfer out - (1,215,120)
Exchange difference - (25,406)
At 31 December 2024 400,016 2,690,591
Total unrealised loss for the year included in
income statement for non-financial assets held
as at 31 December 2024
- Net loss from fair value adjustments on
investment properties (43,600) -
- Net loss from revaluation of premises - (14,512)
(43,600) (14,512)

The transfer of properties into and out of level 3 is due to change in the
premium/(discount) on features applied between the subject and comparable
properties during the year. Premium/(discount) on features is determined with
reference to differences in features between the subject properties and the
comparable properties recently transacted in the market. As comparable properties
that come from recent market transactions may be different in each year, the
premium/(discount) on features applied between the subject and comparable
properties would change from year to year accordingly. As a result, the significance
of adjustments made to observable market inputs may vary and lead to the transfer

of properties into and out of level 3.
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6. FFIEUA 6. Net interest income
2025 2024
BT AT T
HK$’000 HK$'000
FIRUA Interest income
RS IS B HAt SRt iEny=2E  Due from banks and other financial
institutions 1,388,423 1,551,575
HFEE Advances to customers 10,910,295 14,348,670
LEREE Financial investments 6,539,489 6,817,429
oAl Others 82,821 66,415
18,921,028 22,784,089
FIESTH Interest expense
[EI3E K HAM B R U 2K Due to banks and other financial institutions (764,757) (1,201,938)
EPETFER Deposits from customers (8,542,051) (12,052,587)
T T EBE 5 T8 Debt securities and certificates of deposit in
issue (749,346) (874,833)
HEEE Lease liabilities (24,098) (26,922)
BIEAE Subordinated liabilities (340,759) (321,913)
HAl Others (164,810) (218,263)
(10,585,821) (14,696,456)
R EUCA Net interest income 8,335,207 8,087,633
DL B2 aIELIA MESE BT AE All the above interest income and interest expense are for financial assets and
2 S RlE E Bl R e B AT A AR financial liabilities that are not recognised at fair value through profit or loss
FIEWAKFBZH - respectively.
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7. FRBERAESWA 7. Netfee and commission income
2025 2024
BT AT T
HK$’000 HK$'000
s R EESBA Fee and commission income
Frlg Insurance 554,704 390,134
SRfE Loan commissions 362,578 332,080
G5 Securities brokerage 310,462 167,520
PR 4 Bills commissions 139,318 188,410
B VAN | Funds distribution 101,930 100,949
SRR TS Payment services 49,699 52,303
CREFE Safe deposit box 37,868 38,460
EHRES Credit card business 11,361 10,366
EELELE RS Trust and custody services 2,716 879
HoAth Others 129,109 124,391
1,699,745 1,405,492
BEE S Fee and commission expense
e Securities brokerage (37,014) (19,925)
ke Loan commissions (12,503) (15,544)
EHARF¥EE Credit card business (11,600) (5,322)
Hp Others (56,544) (55,030)
(117,661) (95,821)
IR BEE RS WA Net fee and commission income 1,582,084 1,309,671
HepHE Of which arise from
- JEDA EE(EET AR - financial assets or financial liabilities not
T BRIEEERE at fair value through profit or loss
&
- REsER R A& A - Fee and commission income 496,646 512,439
- RBE RS - Fee and commission expense (12,587) (15,579)
484,059 496,860
- (Bt HEHMZEEES) - trust and other fiduciary activities
- ARAsER AU A - Fee and commission income 14,342 13,776
- B e - Fee and commission expense (1,433) (1,317)
12,909 12,459
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8. FXGMWE 8. Net trading gain
2025 2024
BT AT T
HK$’000 HK$'000
Hlzs (BB RE Net gain/(loss) from
- FIERTE RS EERE - interest rate instruments and items
El under fair value hedge 195,198 297,428
- SRR 5 R NEAS B - foreign exchange and foreign exchange
products 5,296 82,107
- BRI THE - equity instruments 5 5
- P - commodities (13,795) (1,480)
186,704 378,060
9. HATSRIEE 2 FUES 9. Net gain on other financial assets
2025 2024
AT AT
HK$°000 HK$ 000

DA e et A A Tl as Net gain on financial investments measured

Y Rl & 2 FF UL A at fair value through other comprehensive
income 322,475 487,913
HAth Others 43,483 (325)
365,958 487,588
10. HALBUTA 10. Other operating income
2025 2024
BT HERETTT
HK$°000 HK$’000
JE LA B U A Dividend income from unlisted investments
in securities 2,100 1,402
HEEY)SE 2 FHELE A Gross rental income from investment
properties 40,156 5,006
Tk BRIEEYEE S T Less: Outgoings in respect of investment
properties (7,379) (1,823)
HAtr Others 21,922 13,379
56,799 17,964
T HEMEYE Y T BREEN Included in the “Outgoings in respect of investment properties” is HK$643,000 (2024:
RHFHIEEY# > B E S HK$758,000) of direct operating expenses related to investment properties that were
W 643,000 JT (2024 M @ ik not let during the year.
758,000 1) °
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Notes to the Financial Statements (continued)

11. Net charge of impairment allowances

Balances with banks and other financial
institutions

Advances to banks and other financial
institutions

Advances to customers and trade bills

Financial investments

Other assets

Financial guarantees

Loan commitments

12. Operating expenses

Staff costs (including directors’ emoluments)
- Salaries and other costs
- Pension cost
- Supplementary retirement benefits

Premises and equipment expenses
(excluding depreciation)
- Information technology
- Leases of short-term or low-value
assets
- Others

Depreciation and amortisation
Auditor’s remuneration

- Audit services

- Non-audit services
Other operating expenses

- Outsourcing activities fee

- Others
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2025 2024
BT AT T
HK$’000 HK$'000

(788) (1,623)

(572) -

(2,740,829) (3,022,909)
(38,071) 21,234
(2,435) 1,758
(12,255) 39,331
(14,108) 17,147
(2,809,058) (2,945,062)

2025 2024
ABETT AT
HK$’000 HK$'000

1,645,113 1,530,534
253,504 251,265
6,222 5,393
1,904,839 1,787,192
157,957 147,532
7,493 8,833
77,992 79,445
243,442 235,810
783,140 648,920
8,871 8,427
1,663 1,783
55,069 313,122
702,623 735,433
3,699,647 3,730,687
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13. rEYE N TEFAE %55 13. Net loss from fair value adjustments on investment properties
i=|

2025 2024
BT AT
HK$’000 HK$’000
&N T EE Y R E51E Net loss from fair value adjustments on
investment properties (284,331) (44,300)

14. HE =LY% ~ B EE%  14. Net loss from disposal/revaluation of properties, plant and
P i equipment

2025 2024

AT AT

HK$’000 HK$°000

EihFE R Net loss from revaluation of premises (275,863) (61,090)
e -~ TSt S 2 5%5  Net loss from disposal of equipment, fixtures

B and fittings (1,927) (243)

HEFEZFs Net gain from disposal of premises - 30,860

(277,790) (30,473)
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EEFISIR T IR AR R (SRR
R AIRIR R 16.5% (2024 4 :
16.5% ) $28 - MEHNE | 2 Rz g
A it MR A R A SR K
BB ER SR B TR -

2021 4212 H » &R S IFelas e
B T (EHEOR Rk
B — SO R A R ER AT
EBHO (T T ) RS Tr
ERR > AREAER 15%HHER
HEEATREG A RS -

HEE S AR SR
HERL AT U ASI AR 7
2025 4 6 H 6 HEAm » WiEWE
2025 1 A 1 HARL - PIHE R
TSR IRAITTE -

SR R RITE T A EAE
e (HIEE) s PRIEEE
1A o 7 AL A R Y B M B RR B S
e

[ > AEEER A T E AR
B2 g2 MEET AT L EAtehE
SRR B B S A TS U BRI R
RS AR A -

15. #¥E 15. Taxation
Wi RN Z MRS Taxation in the income statement represents:
2025 2024
BT AT
HK$’000 HK$’000
AHAFRIE Current tax
EBEFIER Hong Kong profits tax
- AT AFE - Current year taxation 611,634 32,557
- [FEEH R - Under-provision in prior years 11,796 31,907
623,430 64,464
TEHMRIE Overseas taxation
- ENEFAGRIE - Current year taxation 22,472 16,090
- (R - Over-provision in prior years (17,932) (102)
627,970 80,452
IR Deferred tax
WIS MR TEAE 7 B A R P e R AR EER] Origination and reversal of temporary
M differences and unused tax credits (224,800) 392,578
403,170 473,030

Hong Kong profits tax has been provided at the rate of 16.5% (2024: 16.5%) on the
estimated assessable profits arising in Hong Kong during the year. Taxation on
overseas profits has been calculated on the estimated assessable profits for the year
at the rates of taxation prevailing in the countries in which the Group operates.

In December 2021, the Organisation for Economic Co-operation and Development
(“OECD”) published Tax Challenges Arising from the Digitalization of the Economy —
Global Anti-Base Erosion Model Rules (“Pillar Two”). Under Pillar Two legislative
rules, low tax jurisdictions with effective tax rates below 15% may have Top-up Tax.

In Hong Kong, the Pillar Two rules, specifically the Hong Kong Minimum Top-up Tax
and Income Inclusion Rule, were enacted on 6 June 2025 and took effect
retrospectively from 1 January 2025. Chinese Mainland has not legislated the Pillar
Two.

For the jurisdiction in which Pillar Two legislation has become effective (i.e. Hong
Kong), China Cinda has assessed that there shall not be related additional current
tax expense.

Meanwhile, the Group applies the exception to recognizing and disclosing information
about deferred tax assets and liabilities related to Pillar Two income taxes, as
provided in the amendments to HKAS 12 “Income Taxes”.
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Notes to the Financial Statements (continued)

15. Taxation (continued)

The taxation on the Group’s profit before taxation that differs from the theoretical
amount that would arise using the taxation rate of Hong Kong is as follows:

ERMT
2025 2024
AT BT IT
HK$°000 HK$’000
FRAE A A Profit before taxation 3,901,257 3,950,272
Ff72% 16.5% (2024 4 : Calculated at a taxation rate of 16.5%
16.5%) E1EIHIE (2024: 16.5%) 643,707 651,795
HA BRI 2 R Effect of different taxation rates in other
countries (49,920) 15,188
AR Z A Income not subject to taxation (236,086) (261,188)
PR AT 2 F 2 Expenses not deductible for taxation
purposes 129,826 118,755
AT RIS 1A Tax losses not recognised 2 3
(AR R PSR Utilisation of previously unrecognised tax
losses (8) (7)
TR GHEHER) R E (Over)/under-provision in prior years (6,135) 31,805
NEZINTEE = Foreign withholding tax 4,341 (514)
ET S NHYNEAR T H S Adjustment in respect of distribution
payment for additional equity instruments (82,557) (82,807)
FHAFRIA Taxation charge 403,170 473,030
HIRHRR Effective tax rate 10.33% 11.97%
16. BEE 16. Dividends
2025 2024
BT AT
HK$’000 HK$’000
OB IR RO AR S No interim dividend declared and paid
(2024 4F : %) (2024: Nil) - _
R HER BRIV REAR B GRS Final dividend proposed after the reporting
M 85.6497 JT (2024 4F - date of HK$85.6497 per share (2024:
e kie 42 5054 1) HK$42.5054 per share) 599,548 297,538

[ HCRIIG /A R 2 RE I R A 4R

The above final dividend is subject to the approval of the shareholder(s) at the

Ker FIERERALAE T R EE o N forthcoming annual general meeting. The proposed final dividend has not been
S HE > BERAR IR B AR Ry recognised as a liability at the reporting date.

AfH -
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AE G T AL B TRIFUE 5K
STEIE 2R R EiRp) e
SRR IRET B R SR Orak il 2 i
EatHE] - ARUEHeE RN #] - R B/A
SRR RS B 2 9 H RO HE
A2 5% MEL 2 &R HFR
B SAEA A #H 2 5% 2 15% (1]
P& ZIRBSHEN) - (REAERE
R~ BERTR (RS A% 1 HAR
FEEW 10 FEEDL I T UL
100% 2 i EHERN - Bl 1 462 9
SRR T R R T4 1 e A
) (B AR JERR S ) > FTUCEL 10%
£ 90% Z R EK - (B BUHAY(E
FH A7 Rt AR T B
Bi) bR -

W% (mfEaiRpl) F 2000 4 12
A1 A8 - AEETRS B ERER
i St E - ZaEtH 2 Zs

AR SRS R e SR e A IR Y
F] o P E R TSR B P R O

AEEHARAE -

% 2025 £ 12 H 31 H > {£40k
%3 2,059,000 7T (2024 £ : 4
A% 2,996,000 7T ) 22Ut -
I SE IR IR 2 LR ALY Ryl
43,805,000 T© (2024 4 : 4yisix
42,339,000 t)  MAEIBRETAERS
499,000 JT (2024 4 : &M
202,000 T ) 22U fitakis » AEEHE
ISR < a T # (LR AEZERNLT Ry
4 25,692,000 7T (2024 4 : 4y
#% 20,526,000 7T ) °

by ilkaay i

REMFRE T —HIFFEAENS
EMzEMHETRACBIKE
Lo fEZat#l T B LR ZIRIE
FlEERBE B - BREELRHE
MR RAEF -

A BN F R KRR R T2
THET A BT

SOE i (@ F AR IR E = e —
R ER 2025 4 12 7 31 H2A
T R aT (A R AR S E A

B

Notes to the Financial Statements (continued)

17.

@)

(b)

Retirement benefit costs

Defined contribution schemes

Defined contribution schemes for the Group’s employees are ORSO schemes
exempted under the MPF Schemes Ordinance and the BOC-Prudential Easy Choice
MPF Scheme. Under the ORSO schemes, employees make monthly contributions to
the ORSO schemes equal to 5% of their basic salaries, while the employer makes
monthly contributions equal to 5% to 15% of the employees’ monthly basic salaries,
depending on years of service. The employees are entitled to receive 100% of the
employer’'s contributions upon retirement, early retirement or termination of
employment after completing 10 years of service. Employees with 1 to 9 years of
service are entitled to receive the employer’s contributions at a scale ranging from
10% to 90% upon termination of employment for other reasons other than summary
dismissal. All employer’s contributions received by employee are subject to MPF
Schemes Ordinance.

With the implementation of the MPF Schemes Ordinance on 1 December 2000, the
Group also participates in the BOC-Prudential Easy Choice MPF Scheme, of which
the trustee is BOCI-Prudential Trustee and the investment manager is BOCI-
Prudential Manager.

The Group’s total contributions made to the ORSO schemes for the year ended 31
December 2025 amounting to approximately HK$43,805,000 (2024: approximately
HK$42,339,000), after a deduction of forfeited contributions of approximately
HK$2,059,000 (2024: approximately HK$2,996,000). For the MPF Scheme, the
Group contributed approximately HK$25,692,000 (2024: approximately
HK$20,526,000) for the year ended 31 December 2025, after a deduction of forfeited
contributions of approximately HK$499,000 (2024: approximately HK$202,000).

Defined benefit schemes

The Group operates an unfunded defined benefit plan for all its retired employees.
Under the plan, the employees are entitled to retirement benefits which included fully
redeemed medical care, housing allowance and other retirement benefits.

The plan is exposed to interest rate risk and the risk of changes in the life expectancy
for pensioners.

The most recent actuarial valuations of the present value of the defined benefit

obligations were carried out at 31 December 2025 by using the projected unit credit
actuarial valuation method.
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Notes to the Financial Statements (continued)

17. Retirement benefit costs (continued)

(b) Defined benefit schemes (continued)

BT

B (%)
PSRRI R (%)

TR S BB R (%)
TAHIR RS R B S R ER (%)
B R (%)

TR (%)
TAHPETR

The principal actuarial assumptions used as at the end of the reporting period are as

TEAREHIRE £ IR R 28

follows:
2025 2024
Discount rate (%) 3.50 3.90
Expected rate of medical insurance cost
increases (%) 5.0 6.0
Expected rate of social entertainment cost
increases (%) 0.0 0.0
Expected rate of retirement souvenir cost
increases (%) 0.0 0.0
Expected rate of rental increases (%) 2.0 2.0
Expected rate of withdrawal (%) 1.0-20.0 1.0-20.0
Expected death rate A OLEMR EENOESmFE
Hong Kong Hong Kong
Life Tables 2024 Life Tables 2023

A quantitative sensitivity analysis for significant assumptions as at the end of the

BT reporting period is shown below:
2025
FEFEEFRE REFZEFIRE
Zz (B) /% z¥m/ CGeD)
(Decrease)/ Increase/
EEZRMEN increase in EERE D (decrease) in
Increase define benefit Decrease define benefit
in rate obligations in rate obligations
BT AT
% HK$’000 % HK$°000
P Discount rate 0.25 (4,907) 0.25 5,243
THHASS (B S 4  Expected rate of medical
R insurance cost 0.25 4,560 0.25 (4,290)
THEAEERR Expected rate of
withdrawal 1 (4,112) 1 4,720
THHAZEL % Expected death rate 5 (1,967) 5 2,055
2024
FIE Rz tE R FIE Rz tE R
Z CE) /85m Z3n Crb)
(Decrease)/ Increase/
Sz increase in EE=E D (decrease) in
Increase define benefit Decrease define benefit
in rate obligations in rate obligations
BT T
% HK$’000 % HK$'000
= Discount rate 0.25 (3,959) 0.25 4,204
THERSS R (RImBE 3% & Expected rate of medical
# insurance cost 0.25 3,188 0.25 (3,034)
THHAZEL % Expected death rate 5 (1,866) 5 1,949

146



25 NCB #1if A% 4 A
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17. BREFERAE (&) 17. Retirement benefit costs (continued)
(b) FEFSEtEl (&) (b) Defined benefit schemes (continued)
At B o A AR HA R E R The sensitivity analysis above has been determined based on a method that
B2 B EHE R SUE A A extrapolates the impact on defined benefit obligations as a result of reasonable
EEZ - changes in key assumptions occurring at the end of the reporting period.
ESEE W R FZ N AT HIr 445 The total expenses recognised in the consolidated income statement in respect of
FUT - the plan is as follows:
2025 2024
BT AT
HK$’000 HK$'000
FREF et H Defined benefit schemes
& HAAR S E A Current service cost 2,243 1,954
SRS Net interest cost 3,979 3,439
4E Total expenses 6,222 5,393
E&FE 2 m s R AR AR E1Y The total expenses recognised in the consolidated statement of comprehensive
HEBFSZAT - income in respect of the plan is as follows:
2025 2024
BT ATIT
HK$°000 HK$°000
FRER aE T H Defined benefit schemes
- (BEEEE AN RS TE - Actuarial losses arising from changes
in assumptions 15,241 7,853
- ARERFRECEAATRE (UK - Actuarial (gains)/losses arising from
%) A experience in assumptions (3,534) 2,405
NEE =i L E R Components of defined benefit costs
TR AR 55 recognised in comprehensive income 11,707 10,258
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17. BREFERAE (&) 17. Retirement benefit costs (continued)
(b) FEFSEtEl (&) (b) Defined benefit schemes (continued)
AREFHIIFRESEFIT - The movement in respect of the plan is as follows:
2025 2024
BT AT T
HK$’000 HK$’000
ERIEE Benefit liability
W1H1H At 1 January 104,332 92,336
& HAAR S A Current service cost 2,243 1,954
Sk d| Net interest cost 3,978 3,439
BT EEEEE Actuarial losses on remeasurement 11,707 10,258
TEASE 8 Benefit paid (4,633) (3,655)
W12 331 H At 31 December 117,627 104,332
RFERZSIEF ST EIE R 2 TEEH Expected payment to the defined benefit plan in future years are as follows:
B2 -
2025 2024
BT AT
HK$’000 HK$°000
FAR A2 [HH AN Within the next 12 months 4,781 4,801
2EE 54 Between 2 and 5 years 18,752 18,753
6 & 10 4 Between 6 and 10 years 26,589 26,143
10 DL E Over 10 years 336,751 208,634
FTEHAZERE < Total expected payments 386,873 258,331
#2025 £ 12 H 31 H » FLEFZE As at 31 December 2025, the average duration of the defined benefit obligations at
TEFRIEFE SR 2 S 2 1A Ay the end of the reporting period is 17 years (2024: 16 years).

17 &£ (2024 £ 1 16 ££) »
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MressRMeE (&) Notes to the Financial Statements (continued)

18. EE - GEEE ABRTE 18. Directors’, senior management’s and key personnel’s
AEM& emoluments

(a) EEHE (a) Directors’ emoluments

REEAREHG AR TEE AR Details of the emoluments paid to or receivable by the directors of the Bank in respect
TR EHE B A TR REme of their services rendered for the Bank and managing the subsidiaries within the

R EERR Bl E 5T Group during the year are as follows:
2025 2024
BT AT
HK$’000 HK$'000
o Fees 2,437 2,655
H A2 Other emoluments 7,818 10,439
TEHEA4ERE = Total expected payments 10,255 13,094
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MressRMeE (&) Notes to the Financial Statements (continued)

18. % - BEEHEARREE 18.
AEME (&)

(b) CG-5TEGEBMARREEAR ()
HI

HHEREH Y CG-5 (FREn#H
BIERES ) AEEEAEE &R
L= IN V- E N = COE LRl
T

() FRERERTHH (M
[ Fixed remuneration
e Cash
HAr = Other forms
TFEETN Variable remuneration
e Cash
[ 7E Fixed remuneration
4 Cash
HAtr = Other forms
TFEETN Variable remuneration
4 Cash

DL A ELSRS 8 44 (2024 : 8 £4)
ESEBLANE K 15 44 (2024 4 :
16 #4) EHAR - 2 2025 412
31 HHIMHBIA BB Fast -

Directors’, senior management’s and key personnel’s
emoluments (continued)

Remuneration for Senior Management and Key Personnel under CG-5

Pursuant to CG-5 Guideline on a Sound Remuneration System issued by the HKMA,
details of the remuneration for Senior Management and Key Personnel of the Group
during the year are as follows:

Remuneration awarded during the year

2025
FREEANE FEAR

Senior Management Key Personnel
FERE RIE et JERE RIE dEET
Non-deferred Deferred Total Non-deferred Deferred Total
BAETT BT BT AT A¥TT B%T
HK$000 HK$000 HKS$’000 HK$000 HK$000 HK$’000
16,890 - 16,890 29,473 - 29,473
3,084 - 3,084 4,227 - 4,227
2,185 6,806 8,991 6,227 4,152 10,379
22,159 6,806 28,965 39,927 4,152 44,079

2024
SHEEAR FEAE
Senior Management Key Personnel
FEIRAE IRAE wE IEURAE IEHE wE

Non-deferred Deferred Total  Non-deferred Deferred Total
BT OBWTIT BT BETC  OBKTT BT
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
22,090 - 22,090 30,323 - 30,323
3,168 - 3,168 3,467 - 3,467
857 3,421 4,278 3,918 2,612 6,530
26,115 3,421 29,536 37,708 2,612 40,320

The remuneration above includes 8 (2024: 8) members of Senior Management and
15 (2024: 16) members of Key Personnel. The list of members is as of 31 December
2025.
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emoluments (continued)

Notes to the Financial Statements (continued)

Directors’, senior management’s and key personnel’s

(b) CGSH5TEHREEAERTEAR (b)) Remuneration for Senior Management and Key Personnel under CG-5

H%THH ()

(i)  AEFEHH

T
CEE
REE

BRAH1TH

ExT

B

E#W (TAREED
EIE A VIUNEY)

EHE
R (BEFRAT
wTEH)

HR12H 31 H

(continued)

(ii) Deferred remuneration

2025 2024
REEAR EHEHAE
Senior FEAE Senior FEAE
Management Key Personnel Management Key Personnel
BT BT T AT BT
HK$°000 HK$°000 HK$ 000 HK$’000
Deferred remuneration
Vested 5,679 4,152 7,052 4,478
Unvested 11,252 8,137 9,531 6,772
16,931 12,289 16,583 11,250
At 1 January 9,531 6,772 13,655 9,120
Awarded 6,806 4,152 3,421 2,612
Paid out (4,368) (3,857) (5,338) (3,786)
Paid out for members not in this
category at the end of this
year (1,311) (295) (1,714) (692)
Resignation - (152) - (1,087)
Adjustment (finalised amount of
Awarded in previous years) 594 1,517 (493) 605
At 31 December 11,252 8,137 9,531 6,772
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18. EXE - 5EBEABERFE 18. Directors’, senior management’s and key personnel’s

(b)

AEME (&)

CG5 TREEEARKREIEAR
FIE (8D

BEEE IR - A RS RE
HABRERZABIRBEER
(FRBHIFBNHIE SRS ) B2 -

o EEEHAR:EBEGHEEE
HATSHEH AR - ARG
RS SE SRR > R EHE
R $ITES EEENEN
FERL B ARAKHE -

o EEAE: EAEBEEN K
HARRRAYE > HERRER
B BE AN ETERAT
JrE A R B B
HIRTEFAE#ZENA
B EiEEHEE - BB
A& AP TAEARE - R b T
AEBBZENTRE PR
H - R E AR

RS E G BRI A A
FHETES - SREHABRE
HWABEE 2025 4 12 H 31 Bk
SEREAERT M RTE - AEEE
B - med e b AT R
ST GH A EE SRS
B ELEIYE -

(b)

emoluments (continued)

Remuneration for Senior Management and Key Personnel under CG-5
(continued)

For the purpose of disclosure, Senior Management and Key Personnel mentioned in
this section are defined according to the HKMA’s Guideline on a Sound
Remuneration System.

e Senior Management: The senior executives directly managed by the Board who
are responsible for oversight of the firm-wide strategy or material business lines,
including Management Team members, Executive Directors, Board Secretary
and General Manager of Audit Department.

e Key Personnel: The employees whose individual business activities involve the
assumption of material risk which may have significant impact on risk exposure,
or whose individual responsibilities are directly and materially linked to the risk
management, or those who directly generate the bank’s profit, including
Compliance Officer, Assistant Chief Executive, heads of material business lines,
heads of risk control functions with direct influence from the middle and back
office, as well as Chief Executive of major subsidiaries, etc.

As of the date of these issuance of consolidated financial statements, the above
compensation packages including performance based bonus for executive directors,
senior management and key personnel for the year ended 31 December 2025 has
not been finalised. Management of the Group believes that the difference between
the final emoluments and that disclosed above will not have significant impact on the
consolidated financial statements of the Group.
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MressRMeE (&) Notes to the Financial Statements (continued)

19. EERE - B ERERTT 19. Cash, balances and placements with banks and other

K EAM SRS R financial institutions

[EE IR 4 R R IT e oAt 4=Fff%  Cash and balances with banks and other

RER4EER financial institutions

- EEHE - Cash

- FERH IR TSGR - Balances with central banks

- TEIUERTT R At < Fiisk - Balances with banks and other financial
RENsSeR institutions

- TESRAT R oMy Rl - Placements with banks and other
—{E A NEHE . E financial institutions maturing within
4 one month

B HEH Impairment allowances

ERT R H AR —2 1 (& Placements with banks and other financial
B> E A institutions maturing between one and
twelve months

JEAE S Impairment allowances

153

2025 2024
BT AT
HK$’000 HK$°000
512,353 479,542
17,290,724 13,745,173
7,837,503 7,388,298
23,621,924 36,716,774
49,262,504 58,329,787

(644) (620)

49,261,860 58,329,167
9,498,669 12,039,307
(2,398) (1,491)
9,496,271 12,037,816
58,758,131 70,366,983
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R (8) Notes to the Financial Statements (continued)
19. EERE - B ERERTT 19. Cash, balances and placements with banks and other
R i RS financial institutions (continued)
(&)
MR EE R 2 B bt T - An analysis of changes in the corresponding impairment allowances is, as follows:
F—FEE E R B=RE “EEt
Stage 1 Stage 2 Stage 3 Total
AT BT T AWTIT AT
HK$’000 HK$’000 HK$’000 HK$’000
n202541H1H At 1 January 2025 (2,111) - - (2,111)
b)) Addition (3,037) - - (3,037)
4 FHESTEEE (FHFE  Derecognised or repaid
s (excluding written off) 2,041 - - 2,041
JE S B Changes to inputs used for
impairment calculations 208 - - 208
PER72%E Exchange difference (143) - - (143)
20254F 12 H 31 H At 31 December 2025 (3,042) - - (3,042)
ETEE BIEE E=IEER “E
Stage 1 Stage 2 Stage 3 Total
HERETTT AHTIT HAEETT AT
HK$'000 HK$'000 HK$'000 HK$'000
#2024 41 5 1H At 1 January 2024 (293) (220) . (513)
| Addition (2,931) - - (2,931)
&IbmElEdERE (RFEE  Derecognised or repaid
eD) (excluding written off) 935 220 . 1,155
VERIEES SN s Changes to inputs used for
impairment calculations 152 - - 152
PEE £ 755 Exchange difference 26 - - 26
2024 F 12 H 31 H At 31 December 2024 (2,111) - - (2,111)
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20. AEELETAEZSZE&RBE  20. Financial assets at fair value through profit or loss

HE

mEM AR
B8 bat AHS
Mandatorily measured at
fair value through
profit or loss

X5 X EM gt
Trading Non trading Total
2025 2024 2025 2024 2025 2024
AT AT BT T AT BT AT
HK$’000 HK$'000 HK$°000 HK$'000 HK$’000 HK$’000
PN ESIE At fair value
B Debt securities 9,349,818 6,122,486 255,745 1,011 9,605,563 6,123,497
e2 Gt Certificates of
deposit 360,471 789,516 - - 360,471 789,516
9,710,289 6,912,002 255,745 1,011 9,966,034 6,913,013
Ry 58 2 Equity securities - - 1,741,912 1,510,893 1,741,912 1,510,893
HrZ=E R % Other bills and
% debts - - 854,263 4,365,280 854,263 4,365,280
9,710,289 6,912,002 2,851,920 5,877,184 12,562,209 12,789,186
#2025 4 12 H 31 H » 8 HFFRE As at 31 December 2025, there were no financial assets designated at fair value
ELAN D ES(EE AES & through profit or loss (2024: Nil).

7 (2024 4 ¢ fi&) -
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Notes to the Financial Statements (continued)

(continued)

Rl
follows:

20. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are analysed by place of listing as

MDA
B8 bat AHS
Mandatorily measured at
fair value through
profit or loss

R EX B
Trading Non trading
2025 2024 2025 2024
BT AT T BT AT T
HK$’000 HK$’000 HK$’000 HK$'000
Debt securities
- Listed inside Hong Kong 88,763 104,703 - -
- Listed outside Hong Kong 282,019 99,415 204,566 -
- Unlisted 9,339,507 6,707,884 51,179 1,011
Equity securities
- Listed - - 9,087 -
- Unlisted - - 1,732,825 1,510,893
Others
- Unlisted - - 854,263 4,365,280
9,710,289 6,912,002 2,851,920 5,877,184

follows:

Financial assets at fair value through profit or loss are analysed by type of issuer as

SafMEDIA
EE{LET AR
Mandatorily measured at
fair value through
profit or loss

Sovereigns

Public sector entities

Banks and other financial
institutions

Corporate entities

X Gtk FEX Sk

Trading Non trading
2025 2024 2025 2024
BT BT T AT BT
HK$°000 HK$’000 HK$’000 HK$’000
8,592,852 5,457,234 - -
122,793 126,831 - -
836,020 1,248,759 854,263 4,365,280
158,624 79,178 1,997,657 1,511,904
9,710,289 6,912,002 2,851,920 5,877,184
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21. TSR TERE e

21. Derivative financial instruments and hedge accounting

FEETILTHIESR - F3R
RERILTAE R B A EIFE R
BEH s

BB AR A — H AR L
B HMISHIAR -

B~ MR B B R R SR
R BR R B ARG © AR
SRR SR RIS~ MR (A E
FFRELZBIFA) 8 8 (A Fs:
) B RIS (A&
W R - PR s A4

SNERIREE TR IRV E T (HH3%TT)
R BT (RAA T3 SR HER A
& ISR — B ALY ERY
Eks R (LB ) 208 ! (R20h
Wit —EMEAER T ERIREF]

(MRS Ay —TE i - FEE
b\ SR T (R DT WL
—ERTHIEE - NEEEIIRE SR
ST IS MR R -

AEEZPTERM TR AL/ 4%
BE R H AR EFTIR TR - B
e TRAEY HEBEER
TNEEAMERRZER LS
B> WETEM LA &4 %%
BRSO T — (8 A R
PR ey 2 o {E B2 s S RV T
BEHE < (B2 IE R ST Kok
ARAVER R SR AIRY A SLE > BT
1 RE SIS B P A R 5 B
R R i
HEQRTARBRIESR - Hi5FE
EEBBERNED) > TSR
Bl {E T REEA A F CEE DB
EAIG=U-Plib; 7~ SFEL== 7 1) =3
TR BORET ) -

The Group enters into the following exchange rate, interest rate and commodity
related derivative financial instrument contracts for trading and risk management
purposes:

Currency forwards represent commitments to purchase and sell foreign currency on
a future date.

Currency, interest rate and precious metal swaps are commitments to exchange one
set of cash flows or commodity for another. Swaps result in an exchange of
currencies, interest rates (for example, fixed rate for floating rate), or precious metals
(for example, gold swaps) or a combination of all these (for example, cross-currency
interest rate swaps). Except for certain currency swap contracts, no exchange of
principal takes place.

Foreign currency options are contractual agreements under which the seller (writer)
grants the purchaser (holder) the right, but not the obligation, either to buy (a call
option) or sell (a put option) at or by a set date or during a set period, a specific
amount of the financial instrument at a predetermined price. In consideration for the
assumption of foreign exchange risk, the seller receives a premium from the
purchaser. Options are negotiated over-the-counter between the Group and its
counterparty.

The contract/notional amounts and fair values of derivative financial instruments held
by the Group are set out in the following tables. The contract/notional amounts of
these instruments indicate the volume of transactions outstanding at the balance
sheet dates and certain of them provide a basis for comparison with fair value
instruments recognised on the balance sheet. However, they do not necessarily
indicate the amounts of future cash flows involved or the current fair values of the
instruments and, therefore, do not indicate the Group’s exposure to credit or market
risks. The derivative financial instruments become favourable (assets) or
unfavourable (liabilities) as a result of fluctuations in foreign exchange rates, market
interest rates or metal prices relative to their terms. The aggregate fair values of
derivative financial instruments can fluctuate significantly from time to time.
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Notes to the Financial Statements (continued)

21.

@)

Derivative financial instruments and hedge accounting
(continued)

Derivative financial instruments

The Group trades OTC derivative products mainly for customer business. The Group
strictly follows risk management policies and requirement in providing derivative
products to our customers and in trading of derivative products in the interbank
market.

Derivatives are also used to manage the interest rate risk of the banking book. A
derivative instrument must be included in the approved product list before any
transactions for that instrument can be made. There are limits to control the notional
amount of exposure arising from derivative transactions, and the maximum tenor of
the deal is set. Every derivative transaction must be input into the relevant system for
settlement, mark-to-market revaluation, reporting and control.

The following tables summarise the contract/notional amounts and fair value of each
class of derivative financial instrument as at 31 December:

2025
S L] AE
Contract/ Fair values
notional “iE U=y
amounts Assets Liabilities
BT AT AT
HK$’000 HK$°000 HK$°000
Exchange rate contracts
- Spot and forwards 7,726,529 372,420 (185,319)
- Swaps 140,524,538 264,240 (910,003)
- Foreign currency options 1,446,650 7,777 (7,733)
149,697,717 644,437 (1,103,055)
Interest rate contracts
- Swaps 18,118,364 123,660 (159,021)
Commodity contracts 1,609,701 343,983 (49,762)
Equity contracts 240 125 (125)
169,426,022 1,112,205 (1,311,963)
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21. TSR T B EEhaEst 21. Derivative financial instruments and hedge accounting
(&) (continued)
(@) Fr&EemTE (8 (@) Derivative financial instruments (continued)
2024
ERVE= AfE
Contract/ Fair values
notional EiE =1
amounts Assets Liabilities
BT BT AETIT
HK$'000 HK$'000 HK$’000
[EREL Exchange rate contracts
- BIEH R EHA - Spot and forwards 6,952,478 366,154 (203,903)
- - Swaps 158,978,695 2,132,917 (277,802)
- SNER S HARE - Foreign currency options 354,539 19,215 (22,134)
166,285,712 2,518,286 (503,839)
MREL Interest rate contracts
- fHH - Swaps 34,833,642 348,970 (260,653)
EmEd Commodity contracts 479,334 48,512 (741)
201,598,688 2,915,768 (765,233)
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Interest rate swaps

Interest rate swaps

(continued)

Hedge accounting

Fair value hedges

Notes to the Financial Statements (continued)

21. Derivative financial instruments and hedge accounting

The Group uses interest rate swaps to hedge against change in fair value of financial

assets arising from movements in market interest rates.

The table below summarises the contract/notional amounts of the hedging

instruments as at 31 December by remaining contractual maturity.

2025
—z ==
—EAR =®EA +ZEA —&FAFE EHEMUE
Up to 1t03 3to12 1to 5 Over =t
1 month months months years 5 years Total
BT BT BT BT BTt BT
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
- - 881,178 4,155,787 - 5,036,965
2024
—F =7
—{EAR =®@H  +SEHE —Z2RFE AL
Up to 1t03 3to 12 1t0 5 Over 4=
1 month months months years 5 years Total
BT BT BT BN ToT % Tt BT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
- 956,714 901,901 4,714,215 310,572 6,883,402
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Notes to the Financial Statements (continued)

21. Derivative financial instruments and hedge accounting

(continued)
(b) Hedge accounting (continued)

Fair value hedges (continued)

The amounts relating to items designated as hedging instruments are as follows:

2025
NhE FH AR A3
=1 Fair values By 2 AN EEE
LEHE Change in fair
Contract/ value used for
notional BE &ff recognising hedge
amounts Assets Liabilities ineffectiveness
BT AT BT BT
HK$°000 HK$°000 HK$°000 HK$°000

TSR T E Derivative financial instruments

- Fl=ZRimiHA - Interest rate swaps 5,036,965 42,470 (75,481) (126,658)

2024
AE FH AHERT S R
= Fair values Hhor 2 A AE )
LB Change in fair value
Contract/ used for recognising
notional BiE =T hedge
amounts Assets Liabilities ineffectiveness
EHTT  OBETL OBETC T
HK$’000 HK$’000 HK$’000 HK$’000

TSR TR Derivative financial instruments

- FlZ4sHA - Interest rate swaps 6,883,402 159,155 (67,978) 100,548
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(continued)
(b) Hedge accounting (continued)
Fair value hedges (continued)

The amounts relating to hedged items are as follows:

Notes to the Financial Statements (continued)

21. Derivative financial instruments and hedge accounting

2025
S ARREENARE
PR R T & FA DARERR e s
Accumulated amount o2 [EESE)
of fair value hedge Change in value
HREE adjustment used for
Carrying included in the  recognising hedge
amounts carrying amounts ineffectiveness
AT BT T BT
HK$’000 HK$’000 HK$°000
Financial investments
G - Debt securities and
certificates of deposit 4,926,474 70,021 131,455
2024
FHAMRAMEAI A E
R RS FHDARERE SR8
Accumulated amount Ry 2 (E{EEE)
of fair value hedge Change in value
MR {E adjustment used for
Carrying included in the recognising hedge
amounts carrying amounts ineffectiveness
AT AHETTT AT T
HK$’000 HK$’000 HK$’000
Financial investments
G - Debt securities and
certificates of deposit 9,627,805 (60,098) (100,548)
Hedge ineffectiveness recognised is as follows:
2025 2024
BT IT AT
HK$’000 HK$'000
Net trading gain 4,797 -

period’s presentation.
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Notes to the Financial Statements (continued)

22. Advances to banks and other financial institutions, advances

to customers and trade bills

Advances to banks and other financial
institutions

Gross advances to banks and other financial
institutions

Impairment allowances

Advances to customers
Gross personal loans and advances
Gross corporate loans and advances

Gross advances to customers
Impairment allowances

Trade bills
Gross trade bills
Impairment allowances

2025 2024
BT AT
HK$’000 HK$'000

1,594,665 .
(572) -
1,594,093 .
44,869,814 46,338,190
227,912,738 222,193,310
272,782,552 268,531,500
(4,075,771) (4,190,705)
268,706,781 264,340,795
191,157 395,930

(7) (26)

191,150 395,904
268,897,931 264,736,699

As at 31 December 2025, advances to customers included accrued interest of

HK$1,629,128,000 (2024: HK$1,603,484,000).
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Notes to the Financial Statements (continued)

follows:

Advances to banks and other

financial institutions
Advances to customers
Trade bills

Total

Advances to customers
Trade bills

Total

22. Advances to banks and other financial institutions, advances
to customers and trade bills (continued)

Gross advances to banks and other financial institutions, advances to customers and
trade bills before impairment allowances are analysed by stage classification as

2025
PR EFEE E=FEE gt
Stage 1 Stage 2 Stage 3 Total
AT BT T BT BT
HK$’000 HK$’000 HK$’000 HK$’000
1,594,665 - - 1,594,665
256,077,616 10,385,786 6,319,150 272,782,552
191,157 - - 191,157
257,863,438 10,385,786 6,319,150 274,568,374

2024

FPEE PR E=PEE HaE

Stage 1 Stage 2 Stage 3 Total
BT BT BT OBNTRE
HK$’000 HK$’000 HK$’000 HK$’000
252,520,254 8,447,652 7,563,594 268,531,500
395,930 - - 395,930
252,916,184 8,447,652 7,563,594 268,927,430
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Notes to the Financial Statements (continued)

At 1 January 2025

Addition

Derecognised or repaid
(excluding written off)

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Impact on year end ECLs of
exposures transferred between
stages during the year

Changes to model used for
impairment calculations

Changes to inputs used for
impairment calculations

Recoveries

Loans written off

Exchange difference

At 31 December 2025

At 1 January 2024

Addition

Derecognised or repaid
(excluding written off)

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Impact on year end ECLs of
exposures transferred between
stages during the year

Changes to inputs used for
impairment calculations

Recoveries

Loans written off

Exchange difference

At 31 December 2024
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22. Advances to banks and other financial institutions, advances
to customers and trade bills (continued)

An analysis of changes in the corresponding impairment allowances is, as follows:

E—PEEE FEREE E=FEE gt
Stage 1 Stage 2 Stage 3 Total
BT BRI AT BT
HK$’000 HK$’000 HK$’000 HK$’000
(842,007) (292,379) (3,056,345) (4,190,731)
(598,711) - - (598,711)
418,914 124,651 373,691 917,256
(38,735) 38,735 - -
13,684 (13,684) - -
4,575 35,971 (40,546) -
11,412 (88,994) (435,601) (513,183)
199,921 11,497 - 211,418
(173,372) (100,476) (2,484,333) (2,758,181)
- - (200,991) (200,991)

- - 3,200,360 3,200,360
(36,432) (7,502) (99,653) (143,587)
(1,040,751) (292,181) (2,743,418) (4,076,350)
EPEE BIEE BEIEE Haat
Stage 1 Stage 2 Stage 3 Total
BT OBWTT BT BT
HK$’000 HK$ 000 HK$’000 HK$’000
(1,367,019) (451,045) (3,081,745) (4,899,809)
(671,552) - - (671,552)
448,717 49,453 20,576 518,746
(24,737) 23,216 1,521 -
46,371 (46,656) 285 -
4,799 251,275 (256,074) -
12,600 (119,102) (918,191) (1,024,693)
647,553 51,942 (2,544,905) (1,845,410)
- - (119,195) (119,195)

- - 3,744,709 3,744,709

61,261 (51,462) 96,674 106,473
(842,007) (292,379) (3,056,345) (4,190,731)
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Notes to the Financial Statements (continued)

23. Financial investments

Debt securities
Certificates of deposit

Total debt securities and

certificates of deposit
Impairment allowances

Equity securities

Debt securities
Certificates of deposit

Total debt securities and

certificates of deposit
Impairment allowances

Equity securities

2025
DA Bt

AF 2w DU EREA

At fair value through 1EEtE
other comprehensive At amortised =t
income cost Total
BT BT BETT
HK$’000 HK$’000 HK$’000
184,776,407 23,493 184,799,900
20,989,559 - 20,989,559
205,765,966 23,493 205,789,459

- (5) (5)
205,765,966 23,488 205,789,454
17,418 - 17,418
205,783,384 23,488 205,806,872
2024
DA S LaT

AHAh 2 E S DABEERRIA

At fair value through {Est&
other comprehensive At amortised ga=t
income cost Total
HERETTT HERETTT HERETTT
HK$’000 HK$’000 HK$’000
154,932,629 1,107,077 156,039,706
19,134,792 - 19,134,792
174,067,421 1,107,077 175,174,498

- (55) (55)

174,067,421 1,107,022 175,174,443
18,074 - 18,074
174,085,495 1,107,022 175,192,517
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23. &RYE (&) 23. Financial investments (continued)
MBI R E S bEF A B 2w An analysis of changes in the corresponding impairment allowances of financial
T L SRS E R AE 2 by investments at fair value through other comprehensive income is, as follows:
Mo
e FEREE E 92 fst
Stage 1 Stage 2 Stage 3 Total
BRI BRI AT BT
HK$’000 HK$’000 HK$°000 HK$°000
20251 H1H At 1 January 2025 (56,724) - - (56,724)
st Addition (50,208) - - (50,208)
4 HETENEE (REFE  Derecognised or repaid
s ) (excluding written off) 19,360 - - 19,360
TE S B Changes to inputs used for
impairment calculations (7,273) - - (7,273)
PER72%E Exchange difference (912) - - (912)
2025412 H 31 H At 31 December 2025 (95,757) - - (95,757)
FIEE BIEE E=IBEE “E
Stage 1 Stage 2 Stage 3 Total
BT BT AETIT AT IT
HK$'000 HK$'000 HK$’000 HK$’000
20241 H1H At 1 January 2024 (77,515) - - (77,515)
B Addition (31,830) - - (31,830)
48 I FHESTEE B (R EFEH  Derecognised or repaid
) (excluding written off) 16,872 - - 16,872
VERIEES SN s Changes to inputs used for
impairment calculations 35,525 - - 35,525
PEE £ 75 %H Exchange difference 224 - - 224
B 202412 H 31 H At 31 December 2024 (56,724) - - (56,724)

167



25 NCB #f 7% 44

BRI (8D

23. &RYE (8)

TR AR A BT B 2 S

ERAE (S Z AL T -

202541 H1H
HIFREREE (RS
iED)

2025412 H 31 H

H2024E1H1H

KAERERI R EE (RS
ii62D)

RE S B

K 2024£12 H 31 H

Notes to the Financial Statements (continued)

23. Financial investments (continued)

investments at amortised cost is, as follows:

At 1 January 2025
Derecognised or repaid
(excluding written off)

At 31 December 2025

At 1 January 2024

Derecognised or repaid
(excluding written off)

Changes to inputs used for
impairment calculations

At 31 December 2024

An analysis of changes in the corresponding impairment allowances of financial

PR EFEE F=MBEE {EEt
Stage 1 Stage 2 Stage 3 Total
BRI BT BT AT
HK$’000 HK$°000 HK$°000 HK$°000
(55) - - (55)
50 - - 50
(5) - - (5)
FPEE PR E=PEE HaE

Stage 1 Stage 2 Stage 3 Total
BT OBWTL BT BN
HK$’000 HK$’000 HK$’000 HK$’000
(723) - - (723)

165 - - 165

503 - - 503

(55) - - (55)
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23. &RYE (&) 23. Financial investments (continued)
SREEIE EiH Y S SEAT - Financial investments are analysed by place of listing as follows:
2025 2024
A E B e PAA efE s bsT
AF A& E B PN SiEilE
At fair value I 7SN At fair value IR 32 SN
through other BT & through other Ext &8
comprehensive At amortised comprehensive At amortised
income cost income cost
BT BT T AT AT
HK$’000 HK$’000 HK$’000 HK$'000

BEREHREFEXEE  Debt securities and
certificates of deposit

- REE N - Listed in Hong Kong 14,327,865 23,488 7,824,406 -

- BN ER - Listed outside Hong
Kong 53,229,694 - 10,395,907 -
67,557,559 23,488 18,220,313 -
- JEET - Unlisted 138,208,407 - 155,847,108 1,107,022
205,765,966 23,488 174,067,421 1,107,022

R a8 27 Equity securities

- JEEH - Unlisted 17,418 - 18,074 -
4EEt Total 205,783,384 23,488 174,085,495 1,107,022
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R (8) Notes to the Financial Statements (continued)
23. &RYE (&) 23. Financial investments (continued)
SRS TR AT - Financial investments are analysed by type of issuer as follows:
2025 2024

DA Bt DA EE LR

AHAM S H WS AEA 2 UL
At fair value DIk A A At fair value DU R AS
through other BT & through other Ext &8
comprehensive At amortised comprehensive At amortised
income cost income cost
AT HEMETIT BT AT IT
HK$°000 HK$’000 HK$’'000 HK$'000
BEHEE Sovereigns 90,040,977 - 69,385,732 394,742
NS EEAT Public sector entities 9,838,530 - 10,599,093 -

SRTT R Hoft < Banks and other financial

T institutions 84,844,741 23,488 68,691,100 712,280
NEIRE Corporate entities 21,059,136 - 25,409,570 -
205,783,384 23,488 174,085,495 1,107,022
75/\ 2025412 A 31 H > &FEF (3R As at 31 December 2025, included financial investments at fair value through other
172 CEAR) HAI) NS A comprehensive income of HK$9,838,530,000 which are eligible to be classified as
EEALAY LA e E S BT A A2 public sector entities under the Banking (Capital) Rules (2024: HK$10,599,093,000).

W weem s RBEE
9,838,530,000 jt. (2024 4 : i
10,599,093,000 7T ) °

#2025 4 12 H 31 H @ 8 HEE As at 31 December 2025, there were no financial investments at amortised cost which
T (<$F<ﬁ% (CEAR) HAD AER are eligible to be classified as public sector entities under the Banking (Capital) Rules

HAERARY LR A & (2024: Nil).
E@%wﬂ& (2024 £ @ fi) -
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Notes to the Financial Statements (continued)

24. Investment properties

2025 2024

BT AT

HK$’000 HK$’000

At 1 January 417,116 407,600

Additions 1,872,015 716

Fair value losses (Note 13) (284,331) (44,300)
Reclassification from properties, plant and

equipment (Note 25) 6,600 53,100

At 31 December 2,011,400 417,116

The carrying value of investment properties is analysed based on the remaining terms
of the leases as follows:

2025 2024
BT ATT
HK$’000 HK$'000

Held in Hong Kong
On long-term lease (over 50 years) 202,900 233,300
On medium-term lease (10 to 50 years) 1,806,000 183,816
On short-term lease (less than 10 years) 2,500 -
2,011,400 417,116

As at 31 December 2025, investment properties were included in the balance sheet
at valuation carried out at 31 December 2025 on the basis of their fair value by an
independent firm of chartered surveyors, Knight Frank Petty Limited. The fair value
represents the price that would be received to sell each investment property in an
orderly transaction with market participants at the measurement date.
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Notes to the Financial Statements (continued)

25. Properties, plant and equipment

Net book value at
1 January 2025
Additions
Disposals/derecognition
Revaluation
Depreciation for the year
Reclassification to investment
properties, net (Note 24)
Exchange difference

Net book value at
31 December 2025

At 31 December 2025
Cost or valuation
Accumulated depreciation

Net book value at
31 December 2025

At 31 December 2025
At cost
At valuation

B ~ BEE
Brises
Equipment, EREEE
JEEE  fixtures and Right-of-use 4Est
Premises fittings assets Total
BT BT BT BT
HK$’000 HK$’000 HK$’000 HK$’000
6,893,982 461,154 578,064 7,933,200
28,833 62,291 214,151 305,275
- (2,043) - (2,043)
(1,086,411) - - (1,086,411)
(177,507) (137,786) (245,067) (560,360)
(6,600) - - (6,600)
29,251 7,587 19,604 56,442
5,681,548 391,203 566,752 6,639,503
5,681,548 1,098,099 1,414,516 8,194,163
- (706,896) (847,764) (1,554,660)
5,681,548 391,203 566,752 6,639,503
The analysis of cost or valuation of the above assets is as follows:
B - EE
B e St
Equipment,  [(EFIfEEE
JEE  fixtures and Right-of-use K=t
Premises fittings assets Total
AT AT AT AT
HK$’000 HK$’000 HK$’000 HK$’000
- 1,098,099 1,414,516 2,512,615
5,681,548 - - 5,681,548
5,681,548 1,098,099 1,414,516 8,194,163
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MressRMeE (&) Notes to the Financial Statements (continued)

25. Y ~ BMEEE (E) 25. Properties, plant and equipment (continued)

St~ [EE
SR A
Equipment, R A E
EE fixtures and Right-of-use 4Est
Premises fittings assets Total
AT AT AT AT T
HK$'000 HK$'000 HK$°000 HK$°000
20241 H1H Net book value at
2 BRTESHE 1 January 2024 7,859,067 511,017 701,186 9,071,270
g Additions 23,514 50,245 132,823 206,582
V2R Disposals/derecognition (138,837) (171) (97) (139,105)
EECR Revaluation (588,063) - - (588,063)
FEEPTE Depreciation for the year (183,693) (93,347) (238,922) (515,962)
H O EERE EEY)  Reclassification to investment
¥ (s 24) properties, net (Note 24) (53,100) - - (53,100)
PE = EH Exchange difference (24,906) (6,590) (16,926) (48,422)
2024 £ 12 A 31 H Net book value at
2 BRTESHE 31 December 2024 6,893,982 461,154 578,064 7,933,200
#2024 12 H 31 H At 31 December 2024
D &NEEYRRIE Cost or valuation 6,893,982 1,255,470 1,276,556 9,426,008
FEHE Accumulated depreciation - (794,316) (698,492) (1,492,808)
#2024 F 12 H 31 H Net book value at
ZHRTADFE 31 December 2024 6,893,982 461,154 578,064 7,933,200

& EE 2 B A E B A E 4 A an The analysis of cost or valuation of the above assets is as follows:
T

i ~ EE

AR 5 L
Equipment, e EE
B fixtures and Right-of-use 4t
Premises fittings assets Total
BT AT AT T AT
HK$’000 HK$°000 HK$°000 HK$°000
202412 531 H At 31 December 2024
A E At cost - 1,255,470 1,276,556 2,532,026
FefhiE At valuation 6,893,982 - - 6,893,982
6,893,982 1,255,470 1,276,556 9,426,008
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Notes to the Financial Statements (continued)

25. Properties, plant and equipment (continued)

The carrying value of premises is analysed based on the remaining terms of the

T - leases as follows:
2025 2024
BT AT
HK$’000 HK$'000
EEBFA Held in Hong Kong
RHAFHAY (#8350 ) On long-term lease (over 50 years) 2,597,898 3,028,362
iHAFHZY (10 £2 50 £ ) On medium-term lease (10 to 50 years) 2,401,300 3,296,463
SEHATHEY (/DY 10 ) On short-term lease (less than 10 years) 183,300 -
EFBLIMNTE Held outside Hong Kong
iHAFHZY (10 £2 50 ) On medium-term lease (10 to 50 years) 434,538 495,683
SEHATHEY (/A 10 4) On short-term lease (less than 10 years) 64,512 73,474
5,681,548 6,893,982
#2025 4F 12 H 31 H » ¥[jiNEE As at 31 December 2025, premises were included in the balance sheet at valuation

BEENZEE  JHREBEILRET
A& AR A G5 M ET AT A IR A F R
2025 4F 12 F 31 HLLA i Aotk

HERTIETT 2 BEEEE - AN ESEE market participants at the measurement date.
FrEE HEEARTBER T
m G2 S N EE T FEER

THHIMERS -

R Pl B AhAER > FEMESE
BN o A O S e T

wre

a0 s 2 B (i el B AR

ErRC s Z AR E

#2025 £ 12 A 31 H » fiF

HRAEAR REHTEY IR
Bz BEAAEN B ERE

carried out at 31 December 2025 on the basis of their fair value by an independent
firm of chartered surveyors, Knight Frank Petty Limited. The fair value represents the
price that would be received to sell each premises in an orderly transaction with

As a result of the above-mentioned revaluations, changes in value of the premises
were recognised in the premises revaluation reserve and the income statement as

follows:
2025 2024
BT BT
HK$°000 HK$'000
Decrease in valuation charged to premises
revaluation reserve (810,548) (526,973)
Decrease in valuation charged to income
statement (275,863) (61,090)
(1,086,411) (588,063)
EE As at 31 December 2025, the net book value of premises that would have been
EE included in the Group’s balance sheet had the premises been carried at cost less
FE accumulated depreciation was HK$2,149,307,000 (2024: HK$2,173,336,000).

JE By % 2,149,307,000 JT (2024

g 2,173,336,000 7T ) ©
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R (8) Notes to the Financial Statements (continued)
26. M EE 26. Intangible assets
A 2 ST The movements in intangible assets are summarised as follows:
2025 2024
BT BT T
HK$’000 HK$'000
W1H1H At 1 January 1,601,463 843,464
by Additions 215,924 898,213
RSN Amortisation for the year (222,780) (132,958)
PR S A= 4H Exchange difference 9,869 (7,256)
W12 331 H At 31 December 1,604,476 1,601,463
[p%N Cost 2,286,306 2,037,145
RET s Accumulated amortisation (681,830) (435,682)
w12 H 31 H Net book value at 31 December 1,604,476 1,601,463
27. Hin&E 27. Other assets
2025 2024
BT HERETTT
HK$’000 HK$’000
Uk lo| &z Repossessed assets 617,579 2,658,778
EEE Precious metals 898,203 118,676
JEUHETE K, TR 2 Accounts receivable and prepayments 5,263,638 1,818,501
6,779,420 4,595,955
TBUEAEFS Impairment allowances (7,284) (5,033)
6,772,136 4,590,922
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27. HfthEE (&)

TERHEAE R < E Lo T

7202541 H1H
B4

s ERERESUEE (T
)

S e

b S0 A2

2025412 H 31 H

H2024E1H1H

il

#IEmEREEE (R
IS

e BT (1924

PSR FE R
TEE AR THIE
KA

RE S B

Ve S A2

K 2024£12 H 31 H

Notes to the Financial Statements (continued)

27. Other assets (continued)

At 1 January 2025

Addition

Derecognised or repaid
(excluding written off)

Changes to inputs used for
impairment calculations

Exchange difference

At 31 December 2025

At 1 January 2024

Addition

Derecognised or repaid
(excluding written off)

Transfers to Stage 3

Impact on year end ECLs of

An analysis of changes in the corresponding impairment allowances is, as follows:

exposures transferred between

stages during the year
Changes to inputs used for

impairment calculations
Exchange difference

At 31 December 2024

E—PEEE FEREE E=FEE gt
Stage 1 Stage 2 Stage 3 Total
BT BRI AT BT
HK$’000 HK$’000 HK$’000 HK$’000
(1,555) - (3,478) (5,033)
(2,518) (3) (613) (3,134)
97 - 39 136

608 (46) 1 563

202 (1) (17) 184
(3,166) (50) (4,068) (7,284)

FPEE FEIEE E=PEE HaE
Stage 1 Stage 2 Stage 3 Total
BT BT BT BN
HK$’000 HK$ 000 HK$’000 HK$’000
(3,795) (34) (3,518) (7,347)
(1,264) - - (1,264)
2,114 765 2,720 5,599

- 34 (34) -
- 4) (2,911) (2,915)

832 (761) 265 336

558 - - 558
(1,555) - (3,478) (5,033)
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MressRMeE (&) Notes to the Financial Statements (continued)

28. AN EE(LETAEZSZ &R 28. Financial liabilities at fair value through profit or loss
=i

2025 2024
BT AT T
HK$’000 HK$'000
R HMEAE Trading liabilities
- AMNERESTIR R ESES - Short positions in Exchange Fund Bills
and Notes 6,982,526 6,203,588
#2025 4 12 H 31 H)8FREER At 31 December 2025, there were no financial liabilities designated at fair value
PIAREES BT AR 2 Rl & & through profit or loss (2024: Nil).
(2024 7% : 4iE) »
29. BEEZ M HEs 29. Deposits from customers and hedge accounting
(@) EFHFEX (a) Deposits from customers
2025 2024
AT AT
HK$°000 HK$’000
BIHATF R B AL AR AT Demand deposits and current accounts
- A\H - Corporate 30,650,486 23,171,800
- EA - Personal 3,288,672 3,166,117
33,939,158 26,337,917
BT Savings deposits
A= - Corporate 34,171,634 31,084,052
- EA - Personal 43,028,555 39,787,003
77,200,189 70,871,055
TEHH ~ HEHH RO AT Time, call and notice deposits
/| - Corporate 114,278,577 107,550,117
- {EA - Personal 180,291,024 189,656,483
294,569,601 297,206,600
405,708,948 394,415,572
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29. EEEREEAERT (E)

(b)

30.

gt
o B PE  ER R E

J* 2025 ££ 12 H 31 H - KRS
TEH D NREESHERZ FER G
i 2,022,273,000 T (2024 4 ¢
i 1,921,541,000 JT) AR
H o FIDER A E RS E -

NI IR 7> Z R BRI
W ERS (2024 4 ¢ fi) -

ERTEERSRELE

RS RATARE R
U
- fEaE
- Sl

Notes to the Financial Statements (continued)

29. Deposits from customers and hedge accounting (continued)

(b) Hedge accounting

Hedges of net investments in Chinese Mainland operations

As at 31 December 2025, a proportion of the Group’s RMB-denominated deposits
from customers of HK$2,022,273,000 (2024: HK$1,921,541,000) were designated
as a hedging instrument to hedge against the net investments in Chinese Mainland

operations.

There were no gains or losses on ineffective portion recognised in the income

statement during the year (2024: Nil).

30. Debt securities and certificates of deposit in issue

2025 2024
BT AT
HK$°000 HK$'000
Debt securities and certificates of deposit, at
amortised cost
- Certificates of deposit 14,077,711 17,295,923
- Other debt securities 10,767,878 12,388,433
24,845,589 29,684,356
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HEAR
HAEIRH
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BERORES B B OR SRR E e i

H20254E1H1H
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SRR
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Lo o S 125

e BT (1924

P PR Pl B
TR THIA
KAV

IR )

I S B

bEE S A2

2025412 A 31 H

HR2024FE1H1H
1

LI RERR
I

P PR AR R
B R TR
SR

RIS W

bE S A=A

2024412 A 31 H

Notes to the Financial Statements (continued)

31. Other accounts and provisions

Lease liabilities

Other accounts payable

Provisions

Impairment allowances for loan commitments

and financial guarantee contracts

At 1 January 2025

Addition

Derecognised

Transfers to Stage 1

Transfers to Stage 2

Transfers to Stage 3

Impact on year end ECLs of
exposures transferred between
stages during the year

Changes to model used for
impairment calculations

Changes to inputs used for
impairment calculations

Exchange difference

At 31 December 2025

At 1 January 2024

Addition

Derecognised

Transfers to Stage 2

Impact on year end ECLs of
exposures transferred between
stages during the year

Changes to inputs used for
impairment calculations

Exchange difference

At 31 December 2024
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2025 2024
ARTIT AT
HK$°000 HK$'000
608,410 620,030

10,177,205 14,772,583
50,176 50,107
76,313 45,951

10,912,104 15,488,671

An analysis of changes in the corresponding impairment allowances is, as follows:

124 MR E=FEEL S5t
Stage 1 Stage 2 Stage 3 Total
BT AT BT AR
HK$’000 HK$’000 HK$’000 HK$’000
41,922 225 3,804 45,951
34,568 - - 34,568
(33,030) (163) - (33,193)
20 (20) - -
(3) 3 -
(3) - 3 -
(828) 1,544 (3) 713
10,252 945 - 11,197
13,637 (766) 207 13,078
3,939 60 - 3,999
70,474 1,828 4,011 76,313
FlEEE FHFEEL F=IEER 4z
Stage 1 Stage 2 Stage 3 Total
BETT BMTE EMTT BT
HK$’000 HK$'000 HK$'000 HK$'000
101,996 6 2,976 104,978
95,076 - - 95,076
(96,461) (5) - (96,466)
(34) 34 - -
6 226 - 232
(55,811) (28) 518 (55,321)
(2,850) (8) 310 (2,548)
41,922 225 3,804 45,951
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32. IREMRIE 32. Deferred taxation

PRERERE E E EaHEAIE 12
e AT ATRD SRR R
TSR U H AT 5 i P R 1 {79
F B MR R RO R TR
e -

HEARRNZRERHEAMN
(EE) FEEE DU HAEFEEN

Notes to the Financial Statements (continued)

Deferred tax is recognised in respect of the temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial

statements and unused tax credits in accordance with HKAS 12 “Income Taxes”.

The major components of deferred tax liabilities/(assets) recorded in the balance

sheet, and the movements during the year are as follows:

HEETEE
SR VIS EL B R
Accelerated tax Property Impairment Hith =t
depreciation revaluation allowance Other Total
AT AT BT T BT BT
HK$’000 HK$°000 HK$°000 HK$’000 HK$°000
202541 H 1 At 1 January 2025
H 311,737 894,074 (634,868) (130,223) 440,720
(&) /f&=yr  (Credited)/charged to
e income statement (4,792) (20,595) (215,318) 15,905 (224,800)
(&) /f&sH  (Credited)/charged to
iearEiltiess other comprehensive
income - (148,883) - 94,638 (54,245)
PER75%E Exchange difference - 5,267 (38,060) 2,631 (30,162)
20254 12 5 At 31 December 2025
31 H 306,945 729,863 (888,246) (17,049) 131,513
hoEsTes
TAEH LY ==X TRAE A
Accelerated tax Property Impairment HAth 4=
depreciation revaluation allowance Other Total
BT BT BT BT AETIT
HK$’000 HK$’000 HK$’000 HK$'000 HK$’000
#2024 1 H 1 At 1January 2024
H 74,380 1,045,306 (783,560) (350,918) (14,792)
f&/ (&) #ztUizs Charged/(credited) to
= income statement 237,357 (13,051) 128,168 40,105 392,579
(&) /f&sCHAh (Credited)/charged to
ENEIES other comprehensive
income - (133,840) - 175,856 42,016
[E R =% Exchange difference - (4,341) 20,524 4,734 20,917
2024 /12 5 At 31 December 2024
31 [ 311,737 894,074 (634,868) (130,223) 440,720
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Notes to the Financial Statements (continued)

32. Deferred taxation (continued)

Deferred tax assets and liabilities are offset on an individual entity basis when there
is a legal right to set off current tax assets against current tax liabilities and when the
deferred taxation relates to the same authority. The following amounts, determined
after appropriate offsetting, are shown in the balance sheet:

RIS - TIHEERERBEANTIR
ZaE > Bt N ERSY

2025 2024
HEMETIT T
HK$’000 HK$’000
IEIERRIE S Deferred tax assets (692,836) (426,595)
R (E Deferred tax liabilities 824,349 867,315
131,513 440,720
2025 2024
BT BETIT
HK$°000 HK$'000
IRIERIEEE (i 12 (@ H Uy Deferred tax assets to be recovered after
=) more than twelve months (774,750) (534,473)
IRIERIEA[E (i 12(EH 1%y  Deferred tax liabilities to be settled after more
1) than twelve months 813,732 1,010,880
38,982 476,407

#2025 4 12 A 31 H - REEK
TSRS s 2 IR IE RV E Ry
& 2,031,000 J¢ (2024 4 : HEHg
2,069,000 7T.) - fZIEHITIGE] - B
BTSRRI S A TEREHAMR -

A SR T AT LA B 2 ] A B
B DA At 7 =R AT > DUR
AT LRI B S IR e R
Ko REBRIR R SIS TR
IRIEFRTE - 72 2025 £ 12 H 31 H »
AR 2 5] 2 A 0 R TR IR AT
T TE B i 2 BT 5 SR 4 T B S
6,150,779,000 It (2024 4E : il
5,711,565,000 T ) » [ ER AT
POMEE TR OVH & R B
307,539,000 T (2024 4 : M
285,578,000 7T ) °

As at 31 December 2025, the Group has not recognised deferred tax assets in
respect of tax losses amounting to HK$2,031,000 (2024: HK$2,069,000). These tax
losses do not expire under the current tax legislation.

Deferred tax is not recognised in respect of the Group’s investments in subsidiaries
where the Bank is able to control the timing of remittance or other realisation and
where remittance or realisation is not probable in the foreseeable future. As at 31
December 2025, the aggregate temporary difference relating to unrecognised
deferred tax liability arising on investments in subsidiaries was HK$6,150,779,000
(2024: HK$5,711,565,000) and the corresponding unrecognised deferred tax liability
was HK$307,539,000 (2024: HK$285,578,000).
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Notes to the Financial Statements (continued)

33. BEEE 33. Subordinated liabilities

PR RCAS IR 2029 FEH] 2
700,000,000 =7t5E SR ETE

PLTYARSRITIA 2024 4 8 H 6 HE
#F7= 700,000,000 FETTET L
ZHETAMRAT] (T EEZGA )
TR (IR GE =) R
TER AR 10 FHRIETERE
(T ) (ZHIRE GRIT:E (&
) FHN) 2R - BLESHBRIR
2034 48 H 6 HZFHA > BHEMEE
H7% 2029 /£ 8 H 6 H - H¥{TH
FHEEMEEEN  FER 6%
P B Hig o (IR
EMEEHE > R S g E
IRy ENF 5 SRS R
i 210 BEF o EEGSEHTECH
e AGRIT R BEE M H B
RGBS E R S R SR R
ATRIEAT H + DA S mi (B W ol Fr A
(FEH5r) 2248 -

34, B

B8 TR
7,000,000 A&7

2025 2024
BT AT T
HK$’000 HK$'000
US$700,000,000 fixed rate subordinated
notes issued due 2029 at amortised cost 5,548,907 5,521,900

On 6 August 2024, the Bank issued US$700,000,000 Basel Il compliant 10-year
subordinated notes qualifying as Tier 2 capital in accordance with the Banking
(Capital) Rules (the “Notes”), which are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (“Hong Kong Stock Exchange”). The Notes will
mature on 6 August 2034 with an optional redemption date falling on 6 August 2029.
Interest at 6% p.a. is payable semi-annually from the issue date to the optional
redemption date. Thereafter, if the Notes are not redeemed, the interest rate will be
reset and the Notes will bear interest at the prevailing 5-year U.S. Treasury Rate plus
210 basis points. The Bank may, subject to receiving the prior approval of the HKMA,
redeem the Notes at the option of the Bank in whole but not in part, at par either on
the optional redemption date or for tax or regulatory reasons at any time prior to
maturity of the Notes.

34. Share capital

2025 2024
BT AT IT
HK$°000 HK$’000
Issued and fully paid:
7,000,000 ordinary shares 3,144,517 3,144,517
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Notes to the Financial Statements (continued)

35. FYINEA TR

35. Additional equity instruments

300,000,000 E Tk AIEESFH/4R  US$300,000,000 perpetual non-cumulative

BN RE AT

650,000,000 E Tk AIEEFHR4R  US$650,000,000 perpetual non-cumulative

BN ARG

AERITHA 2022 2 4 H 28 HETT T
=E{H 650,000,000 5T (HIERHH
B 4% 17T B A 1B F E B %
5,077,856,000 JT. )Yk AFERETR
AR E A (TRRINEAR T
H ) o Ik ZEBHINEA T HIA 2027
£ 4 A 28 HE(EHERTERHIHAT
HEEFFRER 6.50% o @GR
BITHEEE > ErEFRGEA
TR W A 4 B R
WEEFFRN EYEETHZE

2
ax °©

AERITH 2028 3 H 7 HETT T
=Ei{E 300,000,000 FE 5T (HIERAH
B4 17T B AR 1B FOE B
2,344,170,000 J©) MWYEEANEAR T
He Mk ABHINEAR T HL 2028 4
3 B 7 HiE(EHERTEE HimT > 52
HIFEFIZEER 7.35% - HEiFRA
FHFEIE IR - EEEFREHERF
o R AL AR A SR I (i o BRI
FEFMRI LA TR ZER

SEEFBHFFFIRMN—K - AHUTH
FERR Z BN E A T BRIRIORE
HUHFE SR - ECHRIAEA &
FHE - 28000 AT B A
RIS B2 T — R
MBIk -

B Jm R AR T A B A i
TIPS R A A » REINE
A THEHAR SR G e E 5 i
TR B2 HAE S T HE TR -

2025 2024
BT AT
HK$’000 HK$’000
subordinated additional tier 1 capital
securities 2,344,170 2,344,170
subordinated additional tier 1 capital
securities 5,077,856 5,077,856
7,422,026 7,422,026

On 28 April 2022, the Bank issued perpetual non-cumulative subordinated additional
tier 1 capital securities (“additional equity instruments”) with a face value of
US$650,000,000 (equivalent to HK$5,077,856,000 net of related issuance costs).
The additional equity instruments are perpetual and bear a 6.50% coupon until the
first call date on 28 April 2027. The coupon will be reset every five years if the
additional equity instruments are not redeemed to a fixed rate equivalent to the then-
prevailing five-year US Treasury rate plus a fixed initial spread.

On 7 March 2023, the Bank issued additional equity instruments with a face value of
US$300,000,000 (equivalent to HK$2,344,170,000 net of related issuance costs).
The additional equity instruments are perpetual and bear a 7.35% coupon until the
first call date on 7 March 2028. The coupon will be reset every five years if the
additional equity instruments are not redeemed to a fixed rate equivalent to the then-
prevailing five-year US Treasury rate plus a fixed initial spread.

The coupon shall be payable semi-annually. The Bank has the right to cancel coupon
payment (subjected to the requirement as set out in the terms and conditions of the
additional equity instruments) and the coupon cancelled shall not be cumulative.
However, the Bank is stopped from declaring dividend to its ordinary shareholders
unless the next scheduled coupon payment is paid.

The principal of the additional equity instruments will be written down to the amount
as directed or agreed with the HKMA if the HKMA notifies the Bank that the Bank
would become non-viable if there is no written down of the principal.
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MressRMeE (&) Notes to the Financial Statements (continued)

35. FHSNEATE (@) 35. Additional equity instruments (continued)

ST H 1% 5 AL S s F ) H g The Bank has a call option to redeem all the outstanding additional equity instruments
HRE H > AR T 15 [ R b ] from the fifth year after issue date or any subsequent coupon payment date, but
FrE RE[MIVEINEARTE - HE subject to restriction as set out in the terms and conditions.
ZOHNE R AT PR -

REATHS 2025 FNL(FEEINE The Bank has distributed coupon payment for additional equity instruments (issued
TE (871202244 H28H) on 28 April 2022) for a total amount US$42,250,000 during the year 2025, for each
2 42,250,000 7T 0 & 4RI US$21,125,000 was distributed on 28 April 2025 and 28 October 2025 separately.
2025F 4 H 28 H [ 202510 A (Total coupon payment during the year 2024: US$42,250,000).

28 O] 21,125,000 27T ¢
(2024 £ 3 E A
42,250,000 £5T) -

KERITIRY 2025 N EEINE Also, the Bank has distributed coupon payment for additional equity instruments
ARTHE (7 2023FE3H7H) (issued on 7 March 2023) for a total amount US$22,050,000 during the year 2025,
= 22,050,000 E5T 0 B 4RI for each US$11,025,000 was distributed on 7 March 2025 and 7 September 2025
20253 H7THK 2025 FE9 H 7 separately. (Total coupon payment during the year 2024: US$22,050,000).

H&RZA{F 11,025,000 7T -
(2024 £ 3 E 2
22,050,000 E5T) -
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Notes to the Financial Statements (continued)

36. 4SS RERME 36. Notes to consolidated cash flow statement

(a) REBRHMERRIEEHESZ (Ji (@) Reconciliation of operating profit to operating cash (outflow)/inflow before

) RARMR

KA Operating profit

SHEE Adjustments for:

Depreciation and amortisation

Net charge of impairment allowances
Advances written off net of recoveries

ITEE B

TR A R A
s 2 SRR (BRI EIRK
#)

HESEME W
RIS

Interest expense on lease liabilities
Interest expense on subordinated liabilities

JEFIHA H 8 3 H 2 iR T Change in balances with banks and other
Je EAth < R4 R 2 ) financial institutions with original maturity

over three months

JREEAH 4 3 (i H 2R T R Change in placements with banks and other
Hith &Rkt EEfER 2 88 financial institutions with original maturity

over three months

NESE(LET AIBZS 2 £RiEE > Change in financial assets at fair value
S through profit or loss

o iRackery - M= i ] Change in derivative financial instruments

SRIT R HoAh Rl Bk > B F) Change in advances to banks and other

financial institutions

BEER R E 5= S Change in advances to customers and trade
bills

SRS E > ) Change in financial investments

H A&~ ) Change in other assets

SRAT R Hofth SRR >~ Ik 456k Change in deposits and balances from banks
ps 5| and other financial institutions

NEE(LET A2 £Fi&{E > Change in financial liabilities at fair value
S through profit or loss

EPFIRZ EE) Change in deposits from customers

E S TER S5 R TEE 2 S Change in debt securities and certificates of

deposit in issue

HoAth IRTE R AR 2 S Change in other accounts and provisions
PR RSB 2 B Effect of changes in exchange rates

pfpiaEfie> (RH) /i A Operating cash (outflow)/inflow before

taxation
S R e TP Cash flows from operating activities included:
- CUFLE - Interest received
- AR - Interest paid
- CUHER - Dividend received
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2025 2024
BT BT
HK$’000 HK$'000

4,463,378 4,045,189
783,140 648,920
2,809,058 2,945,062
(2,999,369) (3,625,514)
24,098 26,922
340,759 321,913
5,421,064 4,362,492
(492,174) (154,665)
(1,948,600) (4,123,759)
(1,015,898) 1,337,299
2,350,293 (2,461,252)
(1,594,665) 156,914
(4,046,279) 29,720,200
(26,319,301) (3,886,707)
(4,053,649) (1,389,359)
17,971,971 (18,172,991)
778,938 418,815
11,293,376 25,709
(4,838,767) 964,521
(4,577,952) 1,007,754
(163,409) (67,587)
(11,235,052) 7,737,384
18,795,113 22,544,501
(11,583,166) (14,799,632)
2,100 1,402
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(b) REFFERFRESFBETINT

AR G e R EIH EAE 3 E H N2
FIERT e HoAth e R R SR

JFEIHEAE 3 & H N ZAESAT R H
il e RS 2 E T

JEEIH] FAE 3 8 H N2 2%

JFEHIEAE 3 Ml H N2 75k
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BITRIEAM
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SRS AR
FEE )
i
Hofth

12431 H

Notes to the Financial Statements (continued)

36. Notes to consolidated cash flow statement (continued)

(b) Analysis of the balances of cash and cash equivalents

Cash and balances with banks and other
financial institutions with original maturity
within three months

Placements with banks and other financial
institutions with original maturity within
three months

Treasury bills with original maturity within
three months

Certificates of deposit held with original
maturity within three months

(c) Changes in liabilities arising from financing activities

Subordinated liabilities
At 1 January
Cash flows:
Issuance of subordinated liabilities
Redemption of subordinated liabilities
Distribution payment for subordinated
liabilities
Non-cash changes:
Amortisation of discount and issuance
cost
Net loss from redemption of subordinated
liabilities
Foreign exchange movement

At 31 December

Lease liabilities
At 1 January
Cash flows:
Payment of lease liabilities
Non-cash changes:
Additions
Others

At 31 December
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2025 2024
BT AT
HK$’000 HK$'000

41,732,887 51,291,580
1,702,650 6,192,795
6,004,159 3,732,398

99,621 38,718

49,539,317 61,255,491

2025 2024
BT EETFIT
HK$’000 HK$'000

5,521,900 5,468,028
- 5,407,723
- (5,447,680)
(329,070) (206,985)
340,759 321,913
- 20,144
15,318 (41,243)
5,548,907 5,521,900
620,030 737,412
(274,934) (254,741)
213,451 132,165
49,863 5,194
608,410 620,030
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MR (8) Notes to the Financial Statements (continued)
37. SAREE FRIE 37. Contingent liabilities and commitments
WIRAE FRIE T2 IBEREAT The following is a summary of the contractual amounts of each significant class of
JEEEE 7 $E BFRIVERIE RN contingent liability and commitment and the aggregate credit risk-weighted amount
gmsy  HGIEETUE R S4)EEE and is prepared with reference to the completion instructions for the HKMA return of
e A S b i RE SRR A R capital adequacy ratio.
2025 2024
AT BT
HK$’000 HK$'000
B EEEREE Direct credit substitutes 12,337,697 14,907,771
B SV 2 SR E Transaction-related contingencies 2,792,162 3,249,192
B S AR 2 SR AR Trade-related contingencies 35,445,670 31,474,074
HEZRENEELE Asset sales with recourse 1,437,464 2,639,007
REHELITAAIEGELASS > 7&3E  Commitments that are unconditionally
cancellable without prior notice 185,371,467 157,121,221
HAthRyE > [REHIH B Other commitments with an original maturity
of
- 1FEHLLT - up to one year 2,147,318 1,438,910
- 1TFEDLE - over one year 12,990,545 13,820,773
252,522,323 224,650,948
(S & IR EEE Credit risk-weighted amount 25,466,350 15,613,568
EEE R MERERE (RT3 The credit risk-weighted amount is calculated in accordance with the Banking
EA) FRAN) 5T - PHEEEECRR (Capital) Rules. The amount is dependent upon the status of the counterparty and
LT 2GR S &2 R the maturity characteristics of each type of contract.
FFIE -
38. EARE 38. Capital commitments
REERNMGERT TR EA The Group has the following outstanding capital commitments not provided for in the
RIESERAT ¢ financial statements:
2025 2024
BB BT
HK$°000 HK$’000
AR RS E RS Authorised and contracted for but not
provided for 14,729 18,308
B A E R LY Authorised but not contracted for 14,106 11,190
28,835 29,498
PUEEARIERE S R A 2 & The above capital commitments mainly relate to commitments to purchase computer
FSSHE (R R R > DA AR EEE 2 i equipment and software, and to renovate the Group’s premises.

BHE TR Z R -
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39.

40.

Notes to the Financial Statements (continued)

RBHERE 39. Operating lease commitments

TERHIEA

IREER AT < OB IS4 > T
Fl B A BB B B 25 ] 4 2 Rk
AR E 2 B S

As lessor

The Group has contracted with tenants for the following future minimum lease
receivables under non-cancellable operating leases:

2025 2024
BT AT
HK$’000 HK$'000
+ i R Land and buildings
- R 1 &E - Not later than one year 10,603 4,242
- 15824 - One to two years 3,496 2,481
- 28 34 - Two to three years 1,140 -
15,239 6,723

AEE DG EHEPAH A
¥ HEFmEER 1 FE 34 -
THE IR — iR ZORTHF IR X fRas

Ity
)

ARG % T I A R
HIRME R SR - IWERE R R
HEAAEEIER EEEIAER -

HRE R0 R A SRE T R ALME
WA DU ST IS R AT
HIBEIR A > BOAEARBIEERE
R A R B AR -

/N 40.

The Group leases its investment properties under operating lease arrangements, with
leases typically for a period from one to three years. The terms of the leases generally
require the tenants to pay security deposits.

Litigation

The Group has been served a number of claims and counterclaims by various
independent parties. These claims and counterclaims are in relation to the normal
commercial activities of the Group.

No material provision was made against these claims and counterclaims because the

directors believe that the Group has meritorious defences against the claimants or
the amounts involved in these claims are not expected to be material.
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Notes to the Financial Statements (continued)

41, FERE 41. Segmental reporting

() HEENE

(a) By operating segment

AEMZERBH Y R U E N
I3 Rl ASRAT ~ (3R - e

BRIE

{8 ASRATAIR SESRTT SR AR i
P mERIERTTIE - B ASRITHES
SUEIRBEAZ S - MhIERITE
BHERBIFEANES - ENME
EBG RTHEEESN HERE
HUASEEIEA RS FIZRA
SPEERRIT - P ESERSEIVE BLA S
EEVREEEINIEA - R
SRt E g o AR IE ASRATA
M SERIT B R S B
FrESRIE S - B35 Z IR
ARG LR RN &
A E - EAEEE SR
HRBHRA AR DA RACEE
W EHCIAR S - HHEEAR
BRI R S 4R 2 T Y {5
(BEZ » Rl & E%HE
fa B E A (AR L) -

T EIE A BRI SR
ALFTEEFHEYE A - BT S R ARG ]
HIPDsE - HMEE R I R
TTREY S EAS RS S A
B -

FHEAL, REEEAEER 2
TE A o A SR B A A (0 B L AR U {8
A mRryIE e -

—EEEBLARAA R S - FEE
FEEPHR BN ZRB e EE - =
WEHEM GRS SHEERD

The Group divides its business into four major segments, Personal Banking,
Corporate Banking, Treasury and Investment.

Both Personal Banking and Corporate Banking provide general banking services.
Personal Banking serves individual customers while Corporate Banking deals with
non-individual customers. The Treasury segment is responsible for managing the
capital, liquidity, and the interest rate and foreign exchange positions of the Group in
addition to proprietary trades. It provides funds to other business segments and
receives funds from deposit taking activities of Personal Banking and Corporate
Banking. These inter-segment funding is charged according to the internal funds
transfer pricing mechanism of the Group. The assets and liabilities of Treasury have
not been adjusted to reflect the effect of inter-segment borrowing and lending (i.e. the
profit and loss information in relation to Treasury is not comparable to the assets and
liabilities information about Treasury).

Investment includes bank premises and equipment used by supporting units.
Charges are paid to this segment from other business segments based on market
rates per square foot for their occupation of the Group’s premises.

“Others” refers to other group operations and mainly comprises of items related to
the Group as a whole and totally independent of the other four business segments.

Revenues and expenses of any business segment mainly include items directly
attributable to the segment. For management overheads, allocations are made on
reasonable bases.
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M. EHRE (8) 41. Segmental reporting (continued)

() =BESHE (8 (a) By operating segment (continued)
BT 1SEET
Personal  Corporate MEEs " Hit g AOHESS Ke
Banking Banking Treasury Investment Others Subtotal Eliminations Consolidated
BT BT T BETT BT B%TR BT AT
HK$000 HK$000 HK$000  HK$'000  HK$000  HK$'000 HK$°000 HK$’000

#HZE 20254 12 H 31 Year ended 31 December

H 2025
FFIEULA (ZH)  Netinterest income/
(expense)
- A - External (3,858,660) 5,553,979 6,639,888 - - 8,335,207 - 8,335,207
- BT - Inter-segment 5,622,371 (2,855,751)  (2,766,620) - - - - -
1,763,711 2,698,228 3,873,268 - - 8,335,207 - 8,335,207
RIS E R4 Ut A~ Net fee and commission
(FH) income/(expense) 972,386 622,084 (7,915) 57 (4,528) 1,582,084 - 1,582,084
G MEWEE / (k5 Net trading gain/(loss)
5) 63,329 243,464 (165,597) 45,508 - 186,704 - 186,704
DA MEZ{EET AE%:  Net gain on financial
Z e T EIFIGE instruments at fair value
through profit or loss - 81 202,641 242,609 - 445,331 - 445,331
HAthpRhEE Net gain on other financial
Wt assets - 43,483 322,475 - 365,958 - 365,958
HA&ZUL A (352 Other operating income/
H (expense) 101,430 24,244 (118,509) 156,289 14,676 178,130 (121,331) 56,799
FEHURE X EF AT F4E  Net operating income before
impairment allowances 2,900,856 3,631,584 4,106,363 444,463 10,148 11,093,414 (121,331) 10,972,083
TRAE e Net charge of impairment
allowances (145,799)  (2,620,753) (39,272) - (3,234) (2,809,058) - (2,809,058)
FREEULA Net operating income 2,755,057 1,010,831 4,067,091 444,463 6,914 8,284,356 (121,331) 8,163,025
Qg (ZH) /WA Operating (expenses)/
income (1,241,936)  (1,696,865)  (539,009)  (348,209) 5041 (3,820,978) 121,331 (3,699,647
KEEA (R Operating profit/(loss) 1,513,121 (686,034) 3,528,082 96,254 11,955 4,463,378 - 4,463,378
EYENEFE > Net loss from fair value
b i adjustments on investment
properties - - - (284,331) - (284,331) - (284,331)
& EEY)¥E - 8461 Net loss from disposal/
Fek i 2 i EE1E revaluation of properties,
plant and equipment - - - (277,790) - (277,790) - (277,790)
FfipiFl,~ (548)  Profit/(loss) before taxation 1,513,121 (686,034) 3,528,082 (465,867) 11,955 3,901,257 - 3,901,257
2025412 § 31 § At 31 December 2025
wiE ASSETS
Gy EREAE Segment assets 48,082,557 227,179,683 278,297,817 12,015,539 876,196 566,451,792 - 566,451,792
‘R LIABILITIES
SrEEE Segment liabilities 228,063,443 185,204,756 75,573,051 2,149 3,387,441 492,230,840 - 492,230,840
B.Z= 2025412 H 31 Year ended 31 December
H 2025
HAER Other information
BEAMSZ Capital expenditure - - - 309,063 - 309,063 - 309,063
PTEE RSN Depreciation and
amortisation 143,874 173,219 58,511 348,196 59,340 783,140 - 783,140
FSgse ai] Amortisation of securities - - 866,743 - - 866,743 - 866,743
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(a) By operating segment (continued)

41. Segmental reporting (continued)

Notes to the Financial Statements (continued)

ELASRAT RSEIRAT
Personal  Corporate %3k i iy Mt G h
Banking Banking Treasury Investment Others Subtotal  Eliminations  Consolidated
AT AEBTT AT BT BT BT BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Year ended 31 December
2024
Net interest income/
(expense)
- External (5,825,675) 7,394,635 6,518,673 8,087,633 8,087,633
- Inter-segment 7,282,586 (4,483,093)  (2,799,493) -
1,456,911 2,911,542 3,719,180 - 8,087,633 8,087,633
Net fee and commission
income/(expense) 709,712 704,096 (102,118) 54 (2,073) 1,309,671 1,309,671
Net trading gain/(loss)
46,304 134,561 (50,639) 247,783 51 378,060 378,060
Net gain on financial
instruments at fair value
through profit or loss 260,960 179,062 - 440,022 440,022
Net (loss)/gain on other
financial assets (325) 487,724 189 487,588 487,588
Other operating income/
(expense) 304,982 70,969 (372,947) 138,649 2,868 144,521 (126,557) 17,964
Net operating income before
impairment allowances 2,517,909 3,820,843 3,942,160 565,548 1,035 10,847,495 (126,557) 10,720,938
Net (charge)/reversal of
impairment allowances (116,927)  (2,851,004) 19,590 3,279 (2,945,062) (2,945,062)
Net operating income 2,400,982 969,839 3,961,750 565,548 4314 7,902,433 (126,557) 7,775,876
Operating expenses (1,080,753)  (1,486,757) (490,682)  (317,085)  (481,967) (3,857,244) 126,557 (3,730,687)
Operating profit/(loss) 1,320,229 (516,918) 3,471,068 248,463 (477,653) 4,045,189 4,045,189
Net loss from fair value
adjustments on investment
properties - (44,300) - (44,300) (44,300)
Net loss from disposal/
revaluation of properties,
plant and equipment (7) - (30,466) - (30,473) (30,473)
Net loss from redemption of
subordinated liabilities (20,144) - (20,144) (20,144)
Profit/(loss) before taxation 1,320,222 (516,918) 3,450,924 173,697 (477,653) 3,950,272 3,950,272
At 31 December 2024
ASSETS
Segment assets 49,499,537 218,763,269 260,185,891 11,481,587 1,154,006 541,084,290 541,084,290
LIABILITIES
Segment liabilities 234,221,874 173,289,051 59,968,347 1,723 2,965,403 470,446,398 470,446,398
Year ended 31 December
2024
Other information
Capital expenditure - 972,688 - 972,688 972,688
Depreciation and
amortisation 77,143 125,675 58,041 317,067 70,994 648,920 648,920
Amortisation of securities 349,356 - 349,356 349,356
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M. EEHRE (8 41.
(b) I ERESY (b)

DT BRI I B A m Ry £ 2508
SEMER I W AT Z B Al
BRI ARSI R ELIR Y
SIFTRAER Y

i Hong Kong

o R A 3, Chinese Mainland
=r1a Total

HHE Hong Kong

o [5] A HE, Chinese Mainland
=t Total

i Hong Kong

o 5] AT 1P, Chinese Mainland
=1 Total

Segmental reporting (continued)
By geographical area
The following information is presented based on the principal places of operations of

the subsidiaries, or in the case of the Bank, on the locations of the branches
responsible for reporting the results or booking the assets:

2025 2024

REUBE 2B A FRHUB(E AT

ZREBIA PR
Net operating B R R RS F Net operating Sl
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT BT AT BT
HK$’000 HK$’000 HK$’000 HK$'000
8,535,529 3,883,607 8,143,996 3,330,807
2,436,554 17,650 2,576,942 619,465
10,972,083 3,901,257 10,720,938 3,950,272

2025
BRAREBERRNE
e Hafg FEFEEE Contingent
Total Total Non-current liabilities and
assets liabilities assets commitments
BT BT BT BT
HK$°000 HK$°000 HK$°000 HK$°000
398,438,006 341,223,293 9,560,355 92,781,064
168,013,786 151,007,547 1,326,539 159,741,259
566,451,792 492,230,840 10,886,894 252,522,323
2024

SAREERIRE
WEE Ny =Ci= JEREEE Contingent
Total Total Non-current liabilities and
assets liabilities assets commitments
BT AT BT BT
HK$'000 HK$’000 HK$’000 HK$’000
387,804,365 335,218,132 11,187,309 82,105,446
153,279,925 135,228,266 1,428,133 142,545,502
541,084,290 470,446,398 12,615,442 224,650,948
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42. BIEHEE 42. Assets pledged as security
A 2025 4 12 H 31 H » KEEH> As at 31 December 2025, the liabilities of the Group amounting to HK$6,201,319,000
& EA& 6,201,319,000 T (2024 (2024: HK$6,514,496,000) were secured by assets deposited with central
N 6,514,496,000 T ) 2 LUE depositories to facilitate settlement operations. In addition, the liabilities of the Group
AR RRE R MEFGEE & amounting to HK$19,404,351,000 (2024: HK$4,814,083,000) were secured by debt
EEVEIRAT - thoh A E B ERE securities and bills related to sale and repurchase arrangements. The amount of
IR ER AR N E R & assets pledged by the Group to secure these liabilities was HK$26,883,662,000
& Ry iEiE 19,404,351,000 jr(2024 (2024: HK$11,602,843,000) mainly included in “Trading assets” and “Financial
T AR 4,814,083,000 o) - A& investments”.

B R iE R E AN E I 2 BES
#E By sis 26,883,662,000 TT( 2024
4 & 11,602,843,000 9T ) Wi E
BN TR | K T SR
FIRE °
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Notes to the Financial Statements (continued)

43. ST B8N 43. Offsetting financial instruments
TRIRALE IR - 2T
TGS E R e R U ek 4T R Y
SR T B -

The following tables present details of the Group’s financial instruments subject to
offsetting, enforceable master netting arrangements and similar agreements.

2025
FREREEGHERT
REEAERT REEEER i o= [
B EmRe PIIRINER Related amounts
EHRERH Rl 2 4 E B not set off
BEEMEE Gross amounts Net amounts in the balance sheet
Gross of recognised of financial BUEZ
amounts of financial assets HEH
recognised liabilities set off ~ presented in SRITH Cash
financial in the balance the balance Financial collateral YRR
assets sheet sheet instruments received Net amount
AT BT AT BT  ARTT BT T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
§=1:3 Assets
$TE4SF T Derivative financial
instruments 220,545 - 220,545 (213,452) - 7,093
Hi&E Other assets 1,106,744 (1,018,478) 88,266 - - 88,266
1,327,289 (1,018,478) 308,811 (213,452) - 95,359
2025
REREEAMEEP
NEELFEE i = |
REEAMRT  PSIRGSM  Related amounts
ERReH EHNCEREIS B not set off
j=R)=tb BIEELZH  Net amounts in the balance sheet
Gross Gross amounts of financial BEIEHZ
amounts of of recognised liabilities IHEH
recognised financial assets  presented in SRTH Cash
financial set off in the the balance Financial collateral P2 |
liabilities balance sheet sheet instruments pledged Net amount
AT AT AT ERTIT  AETT T
HK$’000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
=i Liabilities
4R TE  Derivative financial
instruments 951,806 - 951,806 (213,452) - 738,354
Hh&E Other liabilities 1,067,573 (1,018,478) 49,095 - - 49,095
2,019,379 (1,018,478) 1,000,901 (213,452) - 787,449

194



%) NCB #if %% 4 Af

BRI (8D

43. SR TEH I8 (&)

&iE Assets

$TE4F T Derivative financial
instruments

HAth & 7 Other assets

B‘fE Liabilities

$144FhiTH  Derivative financial
instruments

HoAtr &t Other liabilities

AR ESTARSIMTAE AR
BR[O 5 0 RIS AR T
fif o A B A B M SR R e Y

Notes to the Financial Statements (continued)

43. Offsetting financial instruments (continued)

2024
NANEEARTRPRH
NEEAMEERS, REEAERR iz
K8y EMEle PYIRIERL Related amounts
CHREH AR T not set off
BEEME%E  Gross amounts  Net amounts in the balance sheet
Gross of recognised of financial BEEL
amounts of financial assets 5
recognised liabilities set off presented in ERLTE Cash
financial in the balance the balance Financial collateral TRHE
assets sheet sheet  instruments received Net amount
BT BT BT BWTE BMTE BITT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
2,187,970 - 2,187,970 (254,783)  (1,120,462) 812,725
1,108,934 (962,972) 145,962 - - 145,962
3,296,904 (962,972) 2,333,932 (254,783)  (1,120,462) 958,687
2024
FENEEABEET®
REEAMEE FEHH = AHRH < %H
REEAMERY  PIURIYER Related amounts
[ O T i o P i 7o 4 B not set off
=t kO R4 Net amounts in the balance sheet
Gross Gross amounts of financial [EEiviipd
amounts of of recognised liabilities e
recognised  financial assets presented in ERLTE Cash
financial set off in the the balance Financial collateral TREH
liabilities balance sheet sheet  instruments pledged  Net amount
AT AT AT AT BT AT
HK$’000 HK$’000 HK$ 000 HK$’000 HK$'000 HK$'000
258,288 - 258,288 (254,783) - 3,505
1,628,138 (962,972) 665,166 - - 665,166
1,886,426 (962,972) 923,454 (254,783) - 668,671

> JIE =5 B3 2 AR e 2 7]

e DE LT
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For master netting agreements of OTC derivative and sale and repurchase
transactions entered into by the Group, related amounts with the same counterparty
can be offset if an event of default or other predetermined events occur.
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Notes to the Financial Statements (continued)

44. Transfers of financial assets

44. SREEES

AEEGEMEEEETE=T)
BE AR 2 Or i B Pt
RN T T A BRI 5% T P A e e
A - ORGSRl S A
il > A R EGUS A LR
FIEHEE - #E 2024 £ 12 A 31
H IR > ABEE ) DR
A ERE T ERERESY
A R SRS N ERRE O R
NEEE{E F % 263,227,000 T -
it 2024 5212 1 31 H > REEE
SR EEHME B
68,936,000 7T - 3 EL#1) Ry R
HAARIA - R A SR % S
s T Al SRR ST A HA
EEMIERDD A HMARIE R AE M - 4
W AEECHERMEENAEL
Y JE e RO S RS 450 AT A%
IEFER BB BRI EEN &
{5 - 722025 4212 F 31 H » A%
B AT &4 LR R 2 B
BRIERE -

45. EEE

IRETHE (LFIRET) 255 383 iRk

(B (PEEEENZEER) MBI
FEERIHE o AASRATERRAL
ZERGEBEAT

45.

The Group has neither transferred nor retained substantially all the risks and rewards
of the financial assets transferred to third parties, and retained control of the financial
assets, the transferred financial assets are recognised to the extent of the Group’s
continuing involvement. For the year ended 31 December 2024, the carrying amount
at the time of transfer of the original financial assets, in which the Group determined
that it has continuing involvement, was HK$263,227,000. As at 31 December 2024,
the Group continued to recognise assets of HK$68,936,000 under advances and
other accounts. The Group also recognised other assets and other accounts and
provisions of the same amount arising from such continuing involvement. During the
year, the Group has transferred the risks and rewards of ownership of the financial
assts to the transferee, and derecognised the assets and liabilities arising from such
continuing involvement. As at 31 December 2025, there were no transferred financial
assets of the Group that do not qualify for derecognition.

Loans to directors

Particulars of loans made to directors of the Bank pursuant to section 383 of the Hong
Kong Companies Ordinance and Part 3 of the Companies (Disclosure of Information
about Benefits of Directors) Regulation are as follows:

2025 2024
AT AT T
HK$’000 HK$’000
PEREREE AR SYEE Aggregate amount of relevant transactions
outstanding at year end 12,397 13,214
ERNREEARAC S 2 f54%%E  Maximum aggregate amount of relevant
transactions outstanding during the year 14,354 13,594
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46.

(@)

EEZAWEALRS
B FIHGHAZOR -

G E R R N B R 5 e
IATRAT (TEEEEE ) iR
PERELN ) By TR (E E E A E By
AIRATE (THhEEE)  HEE
2T EE ARSI B (7
B 5D A BRI R B A < R
% HRAIMER R B
5 e

N MBI ER AR 2 T
(SRR Oy B = L R SR AR
EEAT (TESATE ) - 7 2025
£ 9 F 4 OHEEsEkE - ERNT
il Ry o B (S Y PR B © DRy
AR (A RINBEAFE)
HEZREELIINEEBE AT
I B P B EARIEAT (M
) EENEAE -

BRI B A EHE A 2 A
BT

KEBZHEEERAFREES
7 MiEEEREZTEEE (F
) FERATRAE (TEEEE ) %
Hl o TEEREEEETBZERA
H] o

S R S PO R AT
Al -

RES oy B RS 2 TN A SR E
PR B E PR -
7+ 2025 12 F 31 H - ALEEE
P 4aE Ry B 3,166,737,000
TE(2024 4 © 3 13,635,661,000
JL)° #4E 2025 67 12 7 31 HIEF
[ B E R M S GRS
iR OE R M R R
274,867,000 T (2024 £ @ i
331,953,000 7¢) -

KA BUE RTINS R E
HEAFRC 1 2025 £ 12 F 31 H >
7R 55 B A oA K IH SR Ry B
111,623,000 7T (2024 £ : g
37,814,000 7T ) - #Z 2025 £ 12
H 31 HIEFE > BYE SRS
ESE TS AR R A Y ST HH MR
W 764,000 JT (2024 £ : W
49,979,000 ) °

Notes to the Financial Statements (continued)

46.

(@)

Significant related party transactions
General information of the parent companies:

The Group’s immediate holding company is Cinda Financial Holdings Co., Limited
(“Cinda Financial Holdings”), the Group’s former ultimate holding company is China
Cinda Asset Management Co., Ltd. (“China Cinda”) which is a state-owned financial
enterprise established in the PRC by the Ministry of Finance (the “MOF”) and its
shares are listed on Hong Kong Stock Exchange.

The MOF transferred all its shares of China Cinda to Central Huijin Investment Ltd.
(“Huijin”) during the year. Upon completion of the transfer on 4 September 2025,
Huijin becomes the controlling shareholder of China Cinda. Huijin is a wholly state-
owned company established pursuant to the Company Law of the PRC and is a
wholly owned subsidiary of China Investment Corporation (“CIC”).

Transactions with the parent companies and the other companies controlled
by the parent companies

The Group’s immediate holding company is Cinda Financial Holdings which is in turn
controlled by China Cinda (HK) Holdings Company Limited (“Cinda Hong Kong”).
China Cinda is the controlling entity of Cinda Hong Kong.

China Cinda has controlling equity interests in certain other entities in the PRC.

The majority of transactions with China Cinda arises from deposits from customers
and disposal of loans and advances. As at 31 December 2025, the related aggregate
amount of the Group from deposits from customers was HK$3,166,737,000 (2024:
HK$13,635,661,000). The aggregate amount of expenses of the Group arising from
deposits from customers with China Cinda for the year ended 31 December 2025
was HK$274,867,000 (2024: HK$331,953,000).

The majority of transactions with Cinda Hong Kong arises from deposits from
customers. As at 31 December 2025, the related aggregate amount of the Group was
HK$111,623,000 (2024: HK$37,814,000). The aggregate amount of expenses of the
Group arising from these transactions with Cinda Hong Kong for the year ended 31
December 2025 was HK$764,000 (2024: HK$49,979,000).
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Notes to the Financial Statements (continued)

46. Significant related party transactions (continued)

(a) Transactions with the parent companies and the other companies controlled

by the parent companies (continued)

The majority of transactions with other companies controlled by the parent companies
arises from advances to customers and deposits from customers. As at 31 December
2025, the related aggregate amount of the Group was HK$1,629,893,000 (2024:
HK$1,996,679,000) and HK$4,430,341,000 (2024: HK$3,454,512,000) respectively.
The aggregate amount of income and expenses of the Group arising from these
transactions with other companies controlled by the parent companies for the year
ended 31 December 2025 were HK$62,351,000 (2024: HK$46,532,000) and
HK$52,434,000 (2024: HK$56,457,000) respectively.

There are transactions with other companies controlled by the parent companies
arises from property, plant and equipment, other assets and other accounts and
provisions. As at 31 December 2025, the related aggregate amount of the Group was
HK$223,789,000 (2024: HK$307,343,000) and HK$240,739,000 (2024:
HK$284,685,000), of which HK$193,157,000 (2024: HK$240,665,000) represent
right-of-use assets and HK$212,602,000 (2024: HK$264,024,000) represent lease
liabilities arising from lease agreements entered into with other companies controlled
by the parent companies. The aggregate amount of net expenses of the Group arising
from these transactions with other companies controlled by the parent companies for
the year ended 31 December 2025 was HK$93,248,000 (2024: HK$79,051,000).

There are of transactions with other companies controlled by the parent companies
arises from derivative financial instruments. As at 31 December 2025, the related
aggregate amount of the Group was HK$293,000 (2024: HK$487,000) for the asset
side and HK$2,038,000 (2024: HK$1,089,000) for the liability side respectively. The
aggregate amount of net trading gain/loss of the Group arising from these
transactions with other companies controlled by the parent companies for the year
ended 31 December 2025 was income HK$589,000 (2024: income HK$471,000).
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Notes to the Financial Statements (continued)

46. Significant related party transactions (continued)

@)

(b)

Transactions with the parent companies and the other companies controlled
by the parent companies (continued)

Save as disclosed above, transactions with other parent companies and the other
companies controlled by the parent companies are not considered material.

The Group enters into banking transactions with these entities in the normal course
of business which include loans, investment securities and money market
transactions.

Transactions with government-related entities

The Group is subject to the control of the State Council of the PRC Government
though CIC and Huijin and the control of the MOF, both of which also directly or
indirectly controls a significant number of government-related entities.

Other than those disclosed above, the Group has also entered into banking
transactions with government-related entities. These transactions are entered into
under normal commercial terms and conditions.

Management considers that transactions with government-related entities are
activities conducted in the ordinary course of business. The Group has also
established pricing policies for products and services and such pricing policies do
not depend on whether or not the customers are government related entities.
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Notes to the Financial Statements (continued)

46. Significant related party transactions (continued)

(c) Key management personnel

Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities of the Group, directly or indirectly,
including Directors and other Senior Management. The Group accepts deposits from
and grants loans and credit facilities to key management personnel in the ordinary
course of business. During both the current and prior years, no material transaction
was conducted with key management personnel of the Bank and its holding
companies, as well as parties related to them.

The compensation of key management personnel for the year ended 31 December
is detailed as follows:

2025 2024
AT AT T
HK$’000 HK$'000

Salaries and other short-term employee
benefits 27,232 26,859
Post-employment benefits 2,105 2,604
29,337 29,463

(d) Balances with subsidiaries

As at 31 December 2025, the aggregate sums of amounts due from subsidiaries and
amounts due to subsidiaries of the Bank arising from transactions entered into during
the normal course of business at commercial terms are HK$1,289,458,000 (2024:
HK$1,649,499,000) and HK$4,214,355,000 (2024: HK$2,537,818,000) respectively.
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Notes to the Financial Statements (continued)

47. International claims

The below analysis is prepared with reference to the completion instructions for the
HKMA return of international banking statistics. International claims are exposures to
counterparties on which the ultimate risk lies based on the locations of the
counterparties after taking into account the transfer of risk, and represent the sum of
cross-border claims in all currencies and local claims in foreign currencies. For a
claim guaranteed by a party situated in a country different from the counterparty, the
risk will be transferred to the country of the guarantor. For a claim on an overseas
branch of a bank whose head office is located in another country, the risk will be
transferred to the country where its head office is located.

Claims on individual countries or areas, after risk transfer, amounting to 10% or more
of the aggregate international claims of the Group are shown as follows:

2025
JESRITRANA R
Non-bank private sector
FESRAT
SRR JESR
B Non-bank FAABERE
BT Official financial Non-financial K=t
Banks sector institutions private sector Total
BT BT BT BETT BETT
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
30,081,097 2,844,229 10,119,390 42,821,200 85,865,916
3,043,655 489,983 17,001,853 44,497,459 65,032,950
2024
IEERITRAANEE
Non-bank private sector
FESRAT
R FE<e
=Pl Non-bank (VN |-
BT Official financial Non-financial 4=
Banks sector institutions  private sector Total
AHTTT AT BT HERETTT BT
HK$'000 HK$’000 HK$’000 HK$’000 HK$’000
34,339,436 1,999,105 14,179,164 51,964,151 102,481,856
5,938,151 44,329 16,876,039 32,899,414 55,757,933
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48. BEAERNIERSSEIR  48. Balance sheet and statement of changes in equity

(a) BEAMER (a) Balance sheet
w12H 31 H As at 31 December 2025 2024
AT HERETT
HK$’000 HK$'000
BE ASSETS
[BEAFER & R AFRRTT R EAth 4:Flf%  Cash and balances with banks and other
TS ER financial institutions 19,992,329 37,440,879
TESRTT R HoAth SRR ERER. Placements with banks and other
financial institutions 401,137 330,285
AEE LA AR SRl E Financial assets at fair value through
profit or loss 11,705,786 8,362,223
TSR T E Derivative financial instruments 556,945 2,326,752
SRTT R HoAth < Rl S0 Advances to banks and other financial
institutions 1,594,093 -
EEE G 5 Advances to customers and trade bills 185,223,842 183,552,090
BRI E Financial investments 165,819,006 143,525,812
JEFRIEE Current tax assets - 113,841
R ENEIL Interests in subsidiaries 11,713,686 11,713,686
&Y Investment properties 2,011,400 417,116
YIZE ~ 250 Kot Properties, plant and equipment 5,535,499 6,736,812
e EiE Intangible assets 1,384,081 1,375,043
HAth &7 Other assets 4,920,661 4,692,943
BEAEER Total assets 410,858,465 400,587,482
‘a1 LIABILITIES
SRAT R HiAth Rt > Ik R 456k Deposits and balances from banks and
other financial institutions 16,962,453 6,587,540
NEE LT AR SaE Financial liabilities at fair value through
profit or loss 6,982,526 6,203,588
TSR TR Derivative financial instruments 1,069,433 355,311
BEEFR Deposits from customers 310,748,361 313,721,678
EETEIEE Certificates of deposit in issue - 115,385
FEATFIEE & Current tax liabilities 704,669 3,501
HAMRETE K A7 Other accounts and provisions 2,573,179 4,284,557
B A E Deferred tax liabilities 815,607 858,235
BEAE Subordinated liabilities 5,548,907 5,521,900
A fELEE Total liabilities 345,405,135 337,651,695
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48. EEAERKEZSEEIR  48. Balance sheet and statement of changes in equity (continued)
(&)
(a) BEEAHER (8 (@) Balance sheet (continued)
w12 H 31 H As at 31 December 2025 2024
BT AT T
HK$’000 HK$'000
=7/ EQUITY
A Share capital 3,144,517 3,144,517
&0 Reserves 54,886,787 52,369,244
AR TR R (L A 4ERE Total equity attributable to equity holder
of the Bank 58,031,304 55,513,761
INEARTE Additional equity instruments 7,422,026 7,422,026
HALEE Total equity 65,453,330 62,935,787
AR EREEER Total liabilities and equity 410,858,465 400,587,482
RE R 2026 4 3 H 19 HimiE Approved by the Board of Directors on 19 March 2026 and signed on behalf of the
A DA N AL REHE - Board by:
BER Sun Jiandong et Liu Xiaoguang
#HE Director HH Director
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(b) FEEEBSR

202541 A1 H At 1 January 2025

AFRERF] Profit for the year
Hth4Hlzzs © Other comprehensive
income:
FrE Revaluation of
premises

FUERZEEFIEE  Actuarial gains on

defined benefit plan

N ffE8{EEF A Financial instruments at
HAtr s fair value through

ZERT R other comprehensive
income
el k] Total comprehensive
income

R E LI TS Release upon disposal of
{EsF AEAMIZM  equity instruments at
Wi BT H fair value through other

i comprehensive income
Y4y AT E  Distribution payment for
Ea35) additional equity
instruments
[543 Dividends
s RS Transfer to regulatory
reserve

72025412 5 At 31 December 2025
31 H

* R ERRHUBEEFS N 2 5 R
L B s ) B B R R AR T — A
bz F (CERE AR AR R B A T TR

fa)

Notes to the Financial Statements (continued)

48. Balance sheet and statement of changes in equity (continued)

(b) Statement of changes in equity

L
Reserves

ANE

BLE AR MR

E

B Reserve for

BINEATLR EfbREHE fair value

A% Additional  Premises  through other  BS&fkfl*  HaBfEE WHEEF

Share equity revaluation comprehensive Regulatory Translation Retained ST
capital _instruments reserve income reserve* reserve _ earnings Total
AT AT AT BT BETT BN TT BT AW%TR
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
3,144,517 7,422,026 5,412,700 (155,879) 1,173,364 (12,144) 45,951,203 62,935,787
. . - - - - 3,115,876 3,115,876
- - (641,733) - - - - (641,733)
N . . - - - (9,776) (9,776)
- - - 851,062 - - - 851,062
- - (641,733) 851,062 - - 3,106,100 3,315,429
- - - 14,800 - - (14,800) -
. . - - - - (500,348)  (500,348)
. . - - - - (297,538)  (297,538)
- - - - (113,968) - 113,968 -
3,144,517 7,422,026 4,770,967 709,983 1,059,396 (12,144) 48,358,585 65,453,330

* In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks,
including future losses or other unforeseeable risks, in addition to the loan impairment allowances recognised.
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48. BEAEBERNESEER 48. Balance sheet and statement of changes in equity (continued)

(&)

(b) fEzSEER (G

(b) Statement of changes in equity (continued)

it
Reserves
ARE
Sbat AH AL A
itlent=4+
R Reserve for
HINEARTHE B fair value
B A Additional Premises through other BLAG R B HIEELH]
Share equity revaluation  comprehensive Regulatory Translation Retained 4Gt
capital instruments reserve income reserve* reserve earnings Total
AT AT AT AT AT BT BT BT
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$’000 HK$'000
2024 41 H1 H At 1 January 2024 3,144,517 7,422,026 5,923,796 (584,835) 883,034 (12,144) 43,906,717 60,683,111
PO Profit for the year - - - - - - 2,730,354 2,730,354
Hth4Hlzzs © Other comprehensive
income:
FrE Revaluation of
premises - - (396,142) - - - - (396,142)
FUERZEEFIEE  Actuarial gains on
defined benefit plan - - - - - - (8,565) (8,565)
N ffE8{EEF A Financial instruments at
HAtr s fair value through
ZERT R other comprehensive
income - - - 428,890 - - - 428,890
el k] Total comprehensive
income - - (396,142) 428,890 - - 2,721,789 2,754,537
[ E > % Release upon disposal of
premises - - (114,954) - - - 114,954 ;
Rz B LA % Release upon disposal of
(EEFAEAM4HE — equity instruments at
Wi BT H fair value through other
7 i comprehensive income - - - 66 R _ (66) B
Y4y AT E  Distribution payment for
=5 additional equity
instruments - - - - - - (501,861) (501,861)
s EL L gt Transfer to regulatory
reserve - - - - 290,330 - (290,330) -
#2024 4212 H At 31 December 2024
31H 3,144,517 7,422,026 5,412,700 (155,879) 1,173,364 (12,144) 45,951,203 62,935,787
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W= (8) Notes to the Financial Statements (continued)

49. HA&IERENE] 49. Ultimate holding company
e A R H R R (85 75 o 2 248 o [R5 The Group is subject to the control of the State Council of the PRC Government
EHREEAE - EL2ENBAE through China Investment Corporation, its wholly-owned subsidiary Huijin, and China
ESAE REAEGH G TEE Cinda in which Huijin has controlling equity interests.

2o AR TN -

50. MIBEREZE 50. Approval of financial statements
AR 2026 4£ 3 H 19 H&K The financial statements were approved and authorised for issue by the Board of
BRI A A - Directors on 19 March 2026.
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1. BTESEZZEPREZYEEE 1. Sectoral analysis of gross advances to customers

LUTBHIA B 5 SRR AT 3R 0 M8
o3t HATEEY U2 IR R EK
B2 BB SRR AR T

-

B Z JK

TRl

- VR
- VIERE

=

- SR
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i R R

IRIHISED)
HRFHL
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- BRI
81 HASS
R
RS
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MR e
25
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- Sty
B A 2 B
e
M

HEEBIIMER 2 &

Loans for use in Hong Kong

Industrial, commercial and
financial
- Property development
- Property investment
- Financial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport

equipment

- Recreational activities
- Information technology
- Others

Individuals

- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme and
Tenants Purchase Scheme

- Loans for purchase of
other residential properties

- Credit card advances

- Others

Total loans for use in Hong
Kong

Trade finance

Loans for use outside Hong
Kong

Gross advances to customers

The following analysis of the gross advances to customers by industry sector is based
on the categories with reference to the completion instructions for the HKMA return
of loans and advances.

2025
EHSEE

EFRZE ZEStE RESE B=REY HNEME
3 % Covered BRME BUERER B BEEMRS
Gross by collateral Classified Impairment Impairment
advances to or other or EHY allowances- allowances-
customers security impaired  Overdue Stage 3 Stage 1 and 2
AT BETT AT AT AT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
14,932,101 29.18% 697,432 697,432 415,862 88,217
14,746,082 83.27% 6,337 14,436 - 51,977
22,395,673 3.66% - - - 55,951
120,138 8.34% - - - 13
4,535,759 77.80% 82,195 81,459 23,838 10,461
1,645,883 50.88% 111,136 111,136 82,822 8,172
5,295,294 14.02% - - - 9,548
2,097,961 95.85% - - - 7,984
1,501,733 1.01% - - - 6,907
17,092,047 40.23% 1,601,798 1,602,753 974,575 58,254
164,895 100.00% - 8,184 - 42
8,753,462 99.92% 16,947 132,362 187 4,394
942 0.00% 14 7 7 167
17,570,551 97.83% 27,333 219,044 7,451 4,697
110,852,521 51.94% 2,543,192 2,866,813 1,504,742 306,784
8,449,337 15.82% 111,783 112,698 65,045 17,307
153,480,694 25.68% 3,664,175 3,833,035 1,173,631 1,008,262
272,782,552 36.05% 6,319,150 6,812,546 2,743,418 1,332,353

207



%) NCB #if %% 4 Af

FRBEZ /B ER  Unaudited Supplementary Financial Information
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1. BTEIBZEFERGEHE 1.
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Loans for use in Hong Kong

Industrial, commercial and
financial
- Property development
- Property investment
- Financial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport

equipment

- Recreational activities
- Information technology
- Others

Individuals

- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme and
Tenants Purchase Scheme

- Loans for purchase of
other residential properties

- Credit card advances

- Others

Total loans for use in Hong
Kong

Trade finance

Loans for use outside Hong
Kong

Gross advances to customers

Sectoral analysis of gross advances to customers (continued)

2024
S

TP EEE A= FrE T BEBEY F-EME
%8 % Covered BRE TRERER B R{E AR
Gross by collateral Classified Impairment Impairment
advances to or other or HIHA allowances- allowances-
customers security impaired Overdue Stage 3 Stage 1 and 2
T BT BT EETRT e
HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
13,794,779 37.07% 816,730 816,730 503,349 31,354
14,151,054 93.29% 35,568 42,759 21,063 46,808
17,661,746 5.60% - - - 34,530
643,121 63.84% - - - 52
4,522,200 76.70% 74,400 77,195 8,782 17,442
1,919,005 39.09% - 136 - 6,767
3,312,061 26.81% - - - 4,061
2,164,362 96.53% - - - 390
749,283 0.54% - - - 3,421
19,627,328 43.36% 1,407,840 1,403,781 690,582 48,575
176,889 100.00% - 1,713 - 49
9,595,782 99.75% 19,189 82,153 - 4,684
341 0.00% - 2 - -
17,351,169 94.28% 26,419 221,901 8,399 4,327
105,669,120 58.23% 2,380,146 2,646,370 1,232,175 202,460
8,463,355 17.36% 53,082 66,007 19,722 18,370
154,399,025 24.59% 5,130,366 4,167,611 1,804,448 913,530
268,531,500 37.60% 7,563,594 6,879,988 3,056,345 1,134,360
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(continued)

Sectoral analysis of gross advances to customers (continued)

The amounts of new impairment allowances charged to the income statement, and
classified or impaired loans written off during the year are shown below:

2025 2024
WS E st E
Wi BEEK HrHE VERIEN=E 4
XS Classified or TRAEAE Classified or
New impaired New impaired
impairment loans impairment loans
allowances written off  allowances written off
AT BT T AT AT
HK$’000 HK$°000 HK$'000 HK$°000
Loans for use in Hong Kong
Industrial, commercial and
financial
- Property development 83,559 299,159 50,420 334,927
- Property investment 24,225 87,586 46,929 407,843
- Financial concerns 31,945 - 5,678 -
- Stockbrokers 3 - 21 -
- Wholesale and retail trade 22,711 8,919 22,430 -
- Manufacturing 87,517 - 3,214 10,285
- Transport and transport
equipment 7,016 - 1,790 -
- Recreational activities 7,594 - - -
- Information technology 4,014 - 4 21,830
- Others 324,418 162 587,477 21,085
Individuals
- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme and
Tenants Purchase Scheme 25 - 41 -
- Loans for purchase of
other residential properties 2,711 1,829 3,235 -
- Credit card advances 174 - - -
- Others 2,780 366 10,102 7,164
Total loans for use in Hong
Kong 598,692 398,021 731,341 803,134
Trade finance 61,077 10,348 16,620 41,234
Loans for use outside Hong
Kong 944,566 2,791,991 844,342 2,847,343
Gross advances to customers 1,604,335 3,200,360 1,592,303 3,691,711
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EFHER
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Liquidity Coverage Ratio and Net Stable Funding Ratio

TREIME A ESIERAYEEY  Average value of LCR

B

RENEESIEZAEY  Average value of LCR

E

TR LR I E R E N

A EE T AF H A &SI YR B I

HE LRI P A BT
MR Z 28 RS IR R T
ERAETETER

Pt 2 4 BB
FRIBEE 2 FELE
- B—FR
- BOFRE
- BEFR
I

BRI E B FHEERERERN
AR EAESRI Z &8 HWET
Wt R E A RE T

TREMEAE E AR AR E B P
FELIGF GRS AR (SRAT
5 Omahts) FAT) AT B
JEtEE Z Wi A m4H A -

2025 FREEEE
2025 quarter ended
125 31H 9H30H 6F530H 3F31H
31 December 30 September 30 June 31 March
188.43% 194.13% 181.32% 261.91%
2024 FRTLHEHE S
2024 quarter ended
12H 31H 9H30H 6 H30H 3H31H
31 December 30 September 30 June 31 March
212.98% 234.62% 214.18% 169.47%

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

instructions set out in the HKMA return of liquidity position.

2025 2024
NSFR
Quarter end value of NSFR
- First quarter 141.86% 128.83%
- Second quarter 141.20% 135.64%
- Third quarter 142.00% 139.64%
- Fourth quarter 143.70% 143.66%

Quarter end value of net stable funding ratio is calculated based on the calculation
methodology and instructions set out in the HKMA return of stable funding position.

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

accordance with the Banking (Liquidity) Rules.
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3. JESRfTHYAN YR B & i 3. Non-bank Mainland exposures

BHIESRTT A 5 ¥ -1 P b AH R e B The analysis of non-bank Mainland exposures is based on the categories of non-
HRIEZ Sy Ty IBA NHEER > bank counterparties and the types of direct exposures with reference to the
&8 R R HIE RIS TS 2t completion instructions for the HKMA return of Mainland activities, which includes the
FER S B E e R 58 o e Mainland exposures extended by the Bank and its banking subsidiaries.

T R AR IRTT R A BTS2
T 2 2 Pt R e A

2025
HEAR HEAR
EER R TN

WwEEE R bR
Items in On-balance Off-balance KEE R

the HKMA sheet sheet Total
return exposure exposure exposure
AT BT BT
HK$°000 HK$’000 HK$°000
PO~ RORERFRFA - Central government, central
iR ~ HIFE AT government-owned entities and
aERE their subsidiaries and joint
ventures 1 70,597,185 1,940,520 72,537,705
HOFEUR ~ 3OS EURFRFE  Local governments, local
iR ~ HIREAE R government-owned entities and
GERE their subsidiaries and joint
ventures 2 48,737,167 12,056,889 60,794,056
P EREEENE RS EAFE  PRC nationals residing in Mainland
BEEE RS - ELI or other entities incorporated in
BAE MREERE Mainland and their subsidiaries
and joint ventures 3 82,768,114 40,238,774 123,006,888
FAFEAE Faligg—IEhgr  Other entities of central government
BURF A ALl A not reported in item 1 above 4 5,272,789 230,000 5,502,789
FaFEE EAiE IR Other entities of local governments
BURF A ALl A not reported in item 2 above 5 316,008 49,656 365,664
RS NEREfFEESN  PRC nationals residing outside
SRS » R Mainland or entities incorporated
NIEE outside Mainland where the credit
is granted for use in Mainland 6 13,825,347 2,871,269 16,696,616
Hth =z 5 ¥ FmEE2&  Other counterparties where the
PEWAR B BRI TR A ;Y exposures are considered to be
Bl non-bank Mainland exposures 7 3,168,424 - 3,168,424
4=t Total 8 224,685,034 57,387,108 282,072,142
HIBCEFE %IV EAEE%E  Total assets after provision 9 578,460,602
BEAERANNEREE  On-balance sheet exposures as
(EE LRI E 7tk percentage of total assets 10 38.84%
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3. JESRfTHYANSN R G A&IE 3. Non-bank Mainland exposures (continued)
(&)
2024

EEAA BEAMA

SER FANM AN

WwEHEE JE B A JEUBG A
Items in On-balance  Off-balance 4P\ A
the HKMA sheet sheet Total
return exposure exposure exposure
AT AT T
HK$'000 HK$'000 HK$'000

PO ~ RORERFRFA  Central government, central
iR ~ HIFE AT government-owned entities and
GEME their subsidiaries and joint
ventures 1 60,812,469 3,362,135 64,174,604
HOFEURF ~ 3 FEUFRFE Local governments, local
iR ~ HIFE AT government-owned entities and
GEME their subsidiaries and joint
ventures 2 43,574,173 11,091,172 54,665,345
P EEEENERIEAMFE  PRC nationals residing in Mainland
A LM RERE  Ho or other entities incorporated in

BAF REENFE Mainland and their subsidiaries
and joint ventures 3 87,926,102 36,942,284 124,868,386
TEFEIE BlE—1gsgr  Other entities of central government
EURF R BBt not reported in item 1 above 4 6,115,689 261,866 6,377,555
FaFEE EE _IERT  Other entities of local governments
EURF R BBt not reported in item 2 above 5 638,909 79,816 718,725

RS NEREAEESN  PRC nationals residing outside
SRS » R Mainland or entities incorporated
AREE outside Mainland where the credit
is granted for use in Mainland 6 15,815,374 2,334,035 18,149,409
HA =z ZFmEERgA  Other counterparties where the
e R ERRA TR M exposures are considered to be

R\ e non-bank Mainland exposures 7 2,966,892 - 2,966,892
4=t Total 8 217,849,608 54,071,308 271,920,916
HIBCEFE %IV EREE%E  Total assets after provision 9 554,464,424

BEAERZANEREE  On-balance sheet exposures as
(& FEAEAE E 4 percentage of total assets 10 39.29%
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4.,

Risk management
The Overview

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

Risk Management Structure

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

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

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

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

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

4.,

(in)

(iii)

@iv)

Risk management (continued)

Risk Management Structure (continued)

Independence is crucial to effective risk management. To ensure the independence
of risk management units and Audit Department, risk management units report
directly to RMC on policy implementation and various risk status, and the Audit
Department reports directly to the Audit Committee respectively. Both committees are

specialised committees set up by the Board and all members are directors of the
Bank.

Credit risk management

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

Liquidity risk management

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

Market risk management

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

Interest rate risk management

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

Operational risk management
Operational risk is the risk of loss resulting from inadequate or failed internal
processes, people and system, or from external events. The risk is inherent in every

aspect of business operation and confronted by the Group in its day-to-day
operational activities.
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(continued)
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V)

Risk management (continued)
Risk Management Structure (continued)
Operational risk management (continued)

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

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

Business continuity plans are established to support business operations in the event
of an emergency or disaster. Adequate backup facilities are maintained and periodic
drills are conducted.
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Risk management (continued)
Risk Management Structure (continued)
Operational risk management (continued)

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

Reputation risk management

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

In order to mitigate reputation risk, the Group has formulated and duly followed its
Reputation Risk Management Policy. The policy aims to identify and prevent
reputation risk proactively at an early stage when an incident occurs. Since reputation
risk is often caused by various types of operational and strategic issues that
negatively impact the trust and perception of the Group, all departments or functional
units are required to collect, analyse, record and report on reputation risk events and
associated risk factors as part of their daily work. When making significant decisions,
implementing businese strategies and conducting business activities, all departments
or functional units are required to factor in reputation risk, evaluate the potential
market impact comprehensively, and take appropriate preventive measures.

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

Risk management (continued)
Risk Management Structure (continued)
Legal and compliance risk management

Legal risk refers to the risk that if any unenforceable contracts, lawsuits or adverse
judgments occur then it may disrupt or otherwise negatively affect the operations or
financial conditions of the Group. Compliance risk refers to the risk of legal or
regulatory sanctions, financial losses or losses in reputation the Group may suffer as
a result of its failure to comply with any applicable laws and regulations. As part of
the Group’s corporate governance framework, the policy for the management of legal
and compliance risk is approved by RMC as delegated by the Board. The Group has
implemented a "three-lines of defence" system for legal and compliance risk
management. All departments and units serve as the first line of defence, bearing the
responsibility for managing legal and compliance risks within their respective
departments and units. They are the primary responsible parties for legal and
compliance risk management. The Legal and Compliance Division, along with
relevant functional departments, forms the second line of defence. The Legal and
Compliance Division is responsible for overseeing, managing, supporting,
monitoring, and following up on legal and compliance risk management matters. The
relevant functional departments, based on their functions and expertise, fulfil the
responsibilities of the second line of defence, providing resources and support to
other departments and units. The Audit Department serves as the third line of
defence, providing independent assessments of the legal and compliance risk
management framework. They regularly check the implementation and effectiveness
of legal and compliance risk management efforts across departments and units and
provide recommendations for improvements.

(viii) Strategic risk management

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

*)

Risk management (continued)
Risk Management Structure (continued)
Technology risk management

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

Conduct risk management

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

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

Risk management (continued)
Risk Management Structure (continued)
Climate risk

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

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

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

The Group reviews its climate risk management strategies to cope with the latest

regulatory requirement and markets situation as well as developments in a timely
manner.
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5.

Business Review

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

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

Financial Review

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

5.

Business Review (continued)
Personal banking

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

Corporate banking

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

5.

Business Review (continued)
Treasury

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

Chinese Mainland Business

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

5.

Business Review (continued)
Risk Management

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

During the year, the Group actively explored effective channels and approaches to
resolve existing risks, achieving significant results, laying a solid foundation for high-
quality development.

Outlook

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

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

Subsidiaries of the Bank

The particulars of our subsidiaries are as follows:

=R
2R 130 SREA ERTRA ESZe) ]
&8 Place and date of Registered capital/ Interest FoEER
Name incorporation/operation issued share capital held Principal activities
BUEREERT (PR AIRAE] P FEMEA 100% PRITETS
2007 £ 12 H 14 H A # 9,500,000,000 j¢
Nanyang Commercial Bank (China), The People’s Republic of China Registered capital Banking business
Limited 14 December 2007 RMB9,500,000,000
BRI TSR AIR AT HiE il 100% SR0IRTS
1976 10 A 22 H #i% 3,000,000 ¢
Nanyang Commercial Bank Trustee Hong Kong Ordinary shares Trustee services
Limited 22 October 1976 HK$3,000,000
BRI A E AR AT HiE il 100% feafpeil
1984 25 H 25 H &% 3,050,000 j¢
Kwong Li Nam Investment Agency Hong Kong Ordinary shares Investment agency
Limited 25 May 1984 HK$3,050,000
BERSERT (READ ARAE HiE Ryl 100% RELARH
1980 8 H 22 H & 50,000 7T
Nanyang Commercial Bank Hong Kong Ordinary shares Nominee services
(Nominees) Limited 22 August 1980 HK$50,000
R & BT AR A wH L 100% TRbRakac RERT
2004 9 H 13 H J&W#g 22,000,000 J¢
NCB Wealth Management Advisor Hong Kong Ordinary shares Insurance Broker &
Limited 13 September 2004 HK$22,000,000 Consultancy
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Definitions

In this Financial Statements, unless the context otherwise requires, the following terms
shall have the meanings set out below:

“Additional equity instruments”

s P
Terms Meanings
FMEONEARTE K AIERGHREEI N — 4 E AT T

Perpetual non-cumulative subordinated additional tier 1 capital securities

TEEAHEEZEEY
“ALCO”

AEAREEZEG
Asset and Liability Management Committee

FESd,

“Board” or “Board of Directors

REYTHVERE

the Board of Directors of the Bank

" RSB R R A TR A E]

“BOCI-Prudential Manager”

PR R R E A T AIRAE - B EREPEE ML 2 AF » B RS EEE
AR\ EIF1 Prudential Corporation Holdings Limited 7

BOCI-Prudential Asset Management Limited, a company incorporated under the laws of
Hong Kong, in which held by BOCI Asset Management Limited and Prudential Corporation
Holdings Limited.

P rp R R R (SR E AR A E]

“BOCI-Prudential Trustee”

R SR RS AR AT B EEEGEE ML 2 AF] - I REREEEAAR
/\HE]F1 Prudential Corporation Holdings Limited 4 -

BOCI-Prudential Trustee Limited, a company incorporated under the laws of Hong Kong,
in which held by BOC Group Trustee Company Limited and Prudential Corporation
Holdings Limited.

U R RAR A A R iy
“CCyB” Countercyclical Capital Buffer
"L AR —4] LR —
“CET1” Common Equity Tier 1
MR (EE HEIEEEEEHRNARAT - AL REIR I B B E Rl
“China Cinda” China Cinda Asset Management Co., Ltd., a wholly state-owned financial enterprise
established in the PRC.
Py PEEEAREEAE - EPBER IR REAE]
“CIC” China Investment Corporation, a wholly state-owned investment company established in
the PRC.
MMEEeE (EESREAIRAE
“Cinda Financial Holdings” Cinda Financial Holdings Co., Limited
MEEE PEEE (F8) ZERARAE
“Cinda Hong Kong” China Cinda (HK) Holdings Company Limited
ME S E EEM{E T
“CVA” Credit Valuation Adjustment

PRI RS RIF

BUSATEE R MR

“EBITDA” Earnings Before Interest, Taxes, Depreciation, and Amortisation
IS Rk SELUIEIREEES
“ECL(s)” Expected Credit Loss(es)
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Definitions (continued)

g PUE S
Terms Meanings
A SEfEIE IEMEE
“‘EV” Economic Value
FEEE A ARG
“HKAS(s)” Hong Kong Accounting Standard(s)
B s S AER R TS
“HKFRS(s)” Hong Kong Financial Reporting Standard(s)
P EEHEIAE EAEGHEIAE
“HKICPA” Hong Kong Institute of Certified Public Accountants
F&ER EAECRIE R
“HKMA” Hong Kong Monetary Authority
F&# TR TR
“Hong Kong” Hong Kong Special Administrative Region
MR AT PR EEREARE AT AEFBIR IR RS A F
“Huijin” Central Huijin Investment Ltd., a wholly state-owned investment company established in

the PRC.

T EEA TR RHERRT
“ICAAP”

NETEATE e eH SR 7

Internal Capital Adequacy Assessment Process

FRENMEEELLE
“LCR’

e AR
Liquidity Coverage Ratio

PPt BT B

“Mainland” or “Chinese Mainland”

e N RILFIEI A
the mainland of the PRC

“MPF Schemes Ordinance”

PRBGE rhEE A RS B
“MOF” the Ministry of Finance
FogfEd st S
“MPF” Mandatory Provident Fund
P RE RG] sehtE AR TEIRG] - FEERISE 485 & (23])

the Mandatory Provident Fund Schemes Ordinance, Chapter 485 of the Laws of Hong
Kong, as amended

TR AR FHER
“NSFR”

TEE B B LR
Net Stable Funding Ratio

PRERE (D

FOFREEIRTT (PED ARAE - g ENEBEEMEIL 2 AF » SWAARTZ 2 Al S

A

“NCB (China)” Nanyang Commercial Bank (China), Limited, a company incorporated under the laws of
the PRC and a wholly-owned subsidiary of the Bank
IREE R IRETE] CHCERIRETEIRE]) FBADISE 426 B2 NHYRCEBR IR
“ORSO schemes” the Occupational Retirement Schemes under Occupational Retirement Schemes
Ordinance, Chapter 426 of the Laws of Hong Kong
FGHMES) BN
“‘oTC” Over-the-counter
P i A RALAIE]
“PRC” The People’s Republic of China
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Definitions (continued)

“Stock Exchange” or “Hong Kong Stock
Exchange”

g e
Terms Meanings
FAERHE AR hEEE G
“RMB” or “Renminbi” Renminbi, the lawful currency of the PRC
JEbRE R ZE B ElpEHEZEE Y
“‘RMC” Risk Management Committee
P EA B BB G RAEFPTAIRAE)

The Stock Exchange of Hong Kong Limited

PAR$RAT BB RIRTAIRAE - I ERESRH R IIZ AF] » W REESmIZER AR AE 2 42
E A
“the Bank” Nanyang Commercial Bank, Limited, a company incorporated under the laws of Hong
Kong and a wholly-owned subsidiary of Cinda Financial Holdings
FALEE AGRAT R A T A A S
“the Group” the Bank and its subsidiaries collectively referred as the Group
FEHE FEH B AR
“us” the United States of America
"R {E JoEL B
“VAR” Value at Risk
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