Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility
for the contents of this announcement, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this announcement.

This announcement and the listing document referred to herein are for information purposes only as required
by the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) and do not constitute an offer to sell or acquire or the solicitation of an offer to buy any securities.
Neither this announcement nor anything referred to herein (including the listing document) forms the basis for
any contract or commitment whatsoever.

For the avoidance of doubt, the publication of this announcement and the listing document referred to herein shall
not be deemed to be an offer of securities made pursuant to a prospectus issued by or on behalf of the Issuer (as
defined below) for the purposes of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap.
32) of Hong Kong nor shall it constitute an advertisement, invitation or document containing an invitation to the
public to enter into or offer to enter into an agreement to acquire, dispose of, subscribe for or underwrite
securities for the purposes of the Securities and Futures Ordinance (Cap. 571) of Hong Kong.

This announcement and the listing document referred to herein are for informational purposes only and do not
constitute or form a part of an offer to sell or the solicitation of an offer to buy any securities in the United States
or any other jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or
qualification under the securities laws of any such jurisdiction. The securities referred to herein have not been and
will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act’), or the securities
laws of any state of the United States or any other jurisdiction. If any offer proceeds, the securities will only be
offered and sold outside the United States in reliance on Regulation S under the Securities Act and may not be
offered or sold within the United States absent registration under, or an applicable exemption from, or in a
transaction not subject to, the registration requirements under the Securities Act and applicable state or local
securities laws of the United States. No public offering of the securities referred to herein will be made in the
United States or in any other jurisdiction where such an offering is restricted or prohibited or where such offer
would be unlawful prior to registration or qualification under the securities laws of such jurisdiction.

Notice to Hong Kong investors: The Issuer confirms that the Notes (as defined below) are intended for purchase
by professional investors (as defined in Chapter 37 of the Listing Rules) (the “Professional Investors™) only and
have been listed on The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) on that basis.
Accordingly, the Issuer confirms that the Notes are not appropriate as an investment for retail investors in Hong
Kong. Investors should carefully consider the risks involved.

PUBLICATION OF THE OFFERING CIRCULAR
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NANYANG COMMERCIAL BANK, LIMITED
MIERBAXBITAERADF
(the “Issuer”)
(Incorporated in Hong Kong with limited liability)

U.S.$700,000,000 Tier 2 Subordinated Notes due 2034 (the “Notes”)
(Stock Code: 5147)
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Nanyang BOC BofA Cinda China Securities
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CCB International ABC International BNP PARIBAS BOCOM International
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ANZ Bank of China (Hong Kong) The Bank of East Asia, Limited Central China International
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Guotai Junan International HSBC ICBC International Industrial Bank Co., Ltd.

Hong Kong Branch

Mizuho SMBC Nikko SPDB International Standard Chartered Bank UBS

This announcement is issued pursuant to Rule 37.39A of the Listing Rules.

Please refer to the offering circular dated 30 July 2024 in relation to the issue of the Notes (the
“Offering Circular”) appended herein. The Offering Circular is published in English only. No
Chinese version of the Offering Circular has been published. As disclosed in the Offering
Circular, the Notes are intended for purchase by Professional Investors only and have been
listed on the Hong Kong Stock Exchange on that basis.

The Offering Circular does not constitute a prospectus, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an
invitation to the public to make offers to subscribe for or purchase any securities, nor is it
circulated to invite offers by the public to subscribe for or purchase any securities.

The Offering Circular must not be regarded as an inducement to subscribe for or purchase any
securities of the Issuer, and no such inducement is intended.

Hong Kong, 7 August 2024

As at the date of this announcement, the Board of Directors of Nanyang Commercial Bank, Limited comprises
Mr. ZHANG Weidong*, Mr. YANG Yingxun*, Mr. SUN Jiandong, Mr. CHENG Kin Kong, Mr. LAU Hon Chuen**,
Mr. LAN Hong Tsung David**, Ms. CHIU Lai Kuen Susanna** and Mr. LI Shu Pui**.

* Non-executive Directors

** Independent Non-executive Directors
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4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.1 Credit risk (Cont'd)
(F) The impact of COVID-19 on credit risk

In response to the COVID-19 pandemic which spread across the world,
the Group actively facilitated the relief measures rolled out by the
Central People’s Government and the Government of the HKSAR during
the pandemic and assisted customers affected by the pandemic. Please
refer to Business Review of Additional Information for brief explanations
of the Group’s relief measures.

The Group continues to manage its business operations during the
pandemic, and closely monitor and reduce the impact of the pandemic
on customers. For loans and advances, the Group comprehensively
strengthens and enhances pre-approval and post-lending risk
management practice, adopts appropriate measures in response to the
latest economic conditions, strengthens portfolio and customer level
monitoring and communications with borrowers in order to have better
understanding on changes in creditworthiness of borrowers in a more
timely manner. For industries that are more vulnerable to the pandemic,
the Group will strengthen portfolio review, pay special attention to the
impact of the pandemic on the operation and financial status of these
borrowers, perform risk assessment in a timely manner, and take instant
risk mitigation measures to safeguard the Bank’s interest. In view of
the quick spread of the Omicron variant around the world, which is
expected to deal a severe blow to the economic recovery, the Group
has conducted an ad-hoc COVID-19 pandemic stress test to assess the
potential impact of the Omicron variant on credit risk, risk-weighted
assets, impairment allowances and capital adequacy ratio.

(G) The impact of Mainland China real estate exposure
on credit risk

In light of the market downturn and tight liquidity issue for property

development sector in Mainland China, the Bank’s credit exposures

to related sectors are also affected and there are several default cases

occurred. The Bank has adjusted the customer credit rating and level of

provisioning in response to changes in credit risk.
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4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.1 Credit risk (Cont'd)

(G) The impact of Mainland China real estate exposure
on credit risk (Cont'd)

In response to rising risks in property development sector in Mainland

China, 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 Mainland China, 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.

4.2 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 price (foreign
exchange rate, interest rate, 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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4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)

In accordance with the Group's corporate governance principles
in respect of risk management, the Board and Risk Management
Committee, 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 submit
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,
Stress Testing and Sensitivity Analysis (Basis Point Value). To meet
management requirements, major risk indicators and limits are classified
into four levels, and are approved by the Risk Management Committee,
Asset and Liability Management Committee 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 market risk
models appropriateness and market risk to be adequately measured and
captured.

(A) VAR

The Group uses the VAR to measure and report general market risks
to the Risk Management Committee 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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42 TWEBERREGE) 4.2 Market risk (Cont'd)

(A) [mEfREE) (A) VAR (Cont'd)

TERFIAEE —R iSRRI RERE The following table sets out the VAR for all general market risk

exposure' of the Group.

25 25 Ex:3
RW12A318 RESE Ba8E FHYE
F3 At Minimum  Maximum for Average for
Year 31December  for the year the year the year
BT AT BT AT
HK$'000 HK$'000 HK$'000 HK$'000
FE SRR ERE VAR for all market risk 2022 1,958 413 3,176 1,336
2021 2,233 1,661 4,863 3,837
ExERE s ERE VAR for foreign exchange risk 2022 590 66 1,988 683
2021 1,463 760 4,466 3,464
FZ=E k2 B (E VAR for interest rate risk 2022 1,847 414 2,621 1,087
2021 1,277 775 2,677 1,614
BmEAR < Bk E VAR for commodity risk 2022 - - 2,385 268
2021 - - 1,521 509
G Note:
% TREFEEROORRE 1 Structural positions have been excluded.
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4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)
(A) VAR (Contd)

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

- 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;

- 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;

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

- VAR is 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.

(B)  Currency risk

The Group’s assets and liabilities are denominated in major currencies,
particularly the HK dollar, the US dollar and Renminbi. To ensure the
currency risk exposure of the Group is managed at an acceptable level,
risk limits (e.g. Position and VAR limit) are used to serve as a monitoring
tool. Moreover, the Group seeks to minimise the gap between assets
and liabilities in the same currency. Foreign exchange contracts (e.g.
FX swaps) are usually used to manage FX risk associated with foreign
currency-denominated assets and liabilities.
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42 TWEBERREGE) 4.2 Market risk (Cont'd)

(B) SMEREE(#E) (B)  Currency risk (Cont'd)

TRIMAEEABERS - FEERFREELR The following is a summary of the Group’s major foreign currency
BMEEZ EEIINERRTE - WERRE@SHEINES exposures arising from trading, non-trading and structural positions and
M2 & ERBERAVERIERMARE is prepared with reference to the completion instructions for the HKMA

return of foreign currency position.

2022
BB T TEE
Equivalent in thousand of HK$
HAthypg SN

EP AK#¥ Other foreign Total foreign

US Dollars Renminbi currencies currencies
REEE Spot assets 135,675,774 147,954,518 27,839,326 311,469,618
HEAE Spot liabilities (128,783,933) (149,721,975) (10,893,115) (289,399,023)
EHBA Forward purchases 35,952,940 14,074,063 7,533,588 57,560,591
RHIEH Forward sales (45,696,623) (9,345,649) (24,476,656)  (79,518,928)
(8) /&% Net (short)/long position (2,851,842) 2,960,957 3,143 112,258
HEEERBFE Net structural position 5,222,354 15,224,089 - 20,446,443

2021
BT LS E

Equivalent in thousand of HK$
H SN SNk 4 E

Other Total

=TT AR foreign foreign

US Dollars Renminbi currencies currencies

REEE Spot assets 110,931,361 166,479,906 22,093,131 299,504,398
REBE Spot liabilities (100,229,498) (170,145,753)  (12,901,769) (283,277,020)
=EIE A Forward purchases 21,456,500 13,790,839 5,111,037 40,358,376
REE W Forward sales (32,805,271) (7,278,628)  (14,170,532)  (54,254,431)
(]8) /REFE Net (short)/long position (646,908) 2,846,364 131,867 2,331,323
EREERFE Net structural position 9,439,231 15,615,698 = 25,054,929
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4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)

(C) 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:

- 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);

- 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;

- Option risk: arising from interest rate option derivatives or from
optional elements embedded in an Al’s 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 Asset and Liability Management
Committee exercises its oversight of interest rate risk in accordance with
the “Banking Book Interest Rate Risk Management Policy” approved by
Risk Management Committee. 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 Asset and Liability Management
Committee 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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4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)
(C) Interest rate risk (Cont'd)

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 in
2018, 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 Risk Management
Committee 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 (“PVBP").

The Group’s indicators and limits are classified into three levels, which
are approved by the Risk Management Committee, Asset and Liability
Management Committee 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 Risk Management Committee for approval.
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4., SHEEREE®

42 TWEBERREGE)

(CQ FIZE@EE %)
AEBRABESMAENARSE « SHERFITTR
TERITERE A AR ZHFIEREE o 52D FE DB
R AR S B R R S IR SR A TR A B A

=/ 488
=

AEBEEAMHB T  FLRARBIERER - &=
2022F 12 A31 8 ' IEREBSHMEE RFBEITERF
ERBRIZEERE S FHEEEFERHEERBET
HOFF BIRA B L EEENTE - EPBHED
ER SRR RTAER RRIEL T - Z6 EF=
HBIEE 8 ()FATRLE: QFTAET Q'
AR @EEM : G)EE L (6) X T o

EFEQEEENTZER  MERERNTERSH
EMEREAMNZIRR - 30 PAEEE B A R A 1T
B BRI ETREREE

(1) HOABTRETZERFEEGTRS AR LR
BREZODEEFEARITEARRMNEHERFH -
HAEDNBAGFROMRGRFEHZRERE
o A2022F 128318 B kELELE
RiFEFHREEHEEES B A1. 758 A K&1.22
BA - SRMEGRFHARIMEA -

(2 HRERRBEEEAEEAISNTEENF
FAEBRKEHHEBZAAMEAELE X -

BEREKRENATNE2REERENRELER -
e EMNEREERTAMKHEBEEZBBRRTHK
HEKR(E

4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)
(C) Interest rate risk (Cont'd)

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 and Renminbi
in terms of interest rate risk. As at 31 December 2022, 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 2022, the average interest rate sensitive tenors
of HKD and USD CASA is 1.75 months and 1.22 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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4., SHEEREE®
42 TWEBERREGE)
(CQ FIZE@EE %)

4. FINANCIAL RISK MANAGEMENT (Cont'd)

4.2 Market risk (Cont'd)
(C) Interest rate risk (Cont'd)

2022

BEEETE FANEWRAZE

AEVE ANII

BET T BT T

HK$'000 HK$'000

Fi7m Parallel up 2,762,673 (560,623)

TR T Parallel down 62,104 560,893

SABRY Steepener 371,570 THEH (N/A)

&R Flattener 549,282 TiE A (N/A)

SESapas Short rate up 1,509,829 TiE A (N/A)

R Short rate down 319,955 TEA (N/A)

B& Maximum 2,762,673 560,893
2021

KEEEFE FHERAZE

AEVE ANII

ST T BT T

HK$'000 HK$'000

A7 E Parallel up 5,328,957 (198,138)

I Parallel down 27,075 198,898

SAER Steepener 1,006,962 TEF (N/A)

& A Flattener 392,399 TEA (N/A)

EmEEA Short rate up 2,071,304 EA (N/A)

R Short rate down 52,236 A (N/A)

BS Maximum 5,328,957 198,898

At FERAEZE

R2022F12A318 - EFEHEFITR TNER
T FTEEB 8 FF B A S E BB 560,893,000
70 (20214 : 7 %#198,898,0007T ) ° &K E B EH &
AEEFEZERMNEHETETH EER BB
B E AHB2762,673,0007T (20214 : &
5,328,957,0007T) ° E22021412 A 31 B4EL, » A"
&) F F) S U A 52 2218 N7 5 361,995,000 7T R AZE (B
ENmABHEZER DB 2,566,284,0007T © £ 2
AEERER SHER -

Remarks: Positive values indicate losses under the alternative scenarios.

As at 31 December 2022, the net interest income impact for all
currencies is HK$560,893,000 (2021: HK$198,898,000) under the
interest rate parallel down scenario. The maximum negative impact
on AEVE is HK$2,762,673,000 (2021: HK$5,328,957,000) under the
interest rate parallel up scenario. Compared with 31 December 2021,
the Group’s net interest income impact for all currencies is increased by
HK$361,995,000 and maximum negative impact on AEVE is decreased
by HK$2,566,284,000 with lengthen repricing tenor on liability side.
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4., SHEEREE® 4. FINANCIAL RISK MANAGEMENT (Cont'd)
42 THiERER(E) 4.2 Market risk (Cont'd)
Q) FIEREE &) (C) Interest rate risk (Cont'd)

TRBMTAREEN12A31 B2 EEABRANF The tables below summarise the Group’s on-balance sheet exposure

ERBRAE - RNAREEYITEERBE @ WikE to interest rate risk as at 31 December. Included in the tables are the

NET SR AHAKEIHE (AREEAE) 558 - assets and liabilities at carrying amounts, categorised by the earlier of
contractual repricing date and maturity date.

2022
-z =z
—fEBAR =fiR T=f8A -Z5% RENE TitE
Upto 1t03 3to 12 1to5 Over  Non-interest act
1 month months months years 5 years bearing Total

ERTR ERTR ERTR BRTR BRTR AR AR
HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000

BE Assets
EFRSREHHTR  Cash and balances with banks and
EiealEnEss other financial institutions 53,918,408 - - - - 8494947 62,413,355

EHTREMEREE  Placements with banks and other
—Z+-fAAREE  financial institutions maturing

LTEBEM between one and twelve months - 3,947,341 654,077 - - - 4,601,418
DREE(EEABEZ  Financial assets at fair value through
SREE profit or loss 305,267 4.269,806 12,546,014 46,763 - 1,446,102 18,613,952
fTESRIA Derivative financial instruments - - - - - 1,884,945 1,884,945
BN REMERE Advances and other accounts 209,029,968 37,017,281 30,161,980 12,710,617 1,547,343 - 290,467,189
PRIEA Financial investments
- UARBEEEA ~ At fair value through other
HEfp ke comprehensive income 12,638,975 26,444,530 24,863,132 72,495,576 1,501,614 21844 137,965,671
- BB AR 2 ~ At amortised cost 2,333,947 - 9,445,618 1,450,124 - - 13,229,689
REME Investment properties - - - - - 559,140 559,140
WE - BHRRE Properties, plant and equipment - - - - - 9,089,246 9,089,246
EMEE (RERKHE  Other assets (including current and
RERHEEE) deferred tax assets) - - - - - 2,852,433 2,852,433
BESE Total assets 278,226,565 71,678,958 77,670,821 86,703,080 3,048,957 24348657 541,677,038
8% Liabilities
FAOREMEREE  Deposits and balances from banks and
LR RS other finandial institutions 18,042,050 8,889,198 15,627,994 - - 2363893 44923135
AREE(EEARREZ  Fnancial liabilities at fair value through
SRAE profit or loss 5,065,482 656,066 1,397,810 - - - 7,119,358
ITESRITA Derivative financial instruments - - - - - 1,112,781 1,112,781
ZPRE® Deposits from customers 163419766  101,078563 80,165,831 6,545,816 - 14252488 365462464
BETEBESREHNE Debt securities and certificates
of deposit in issue 380,244 6,702,697 15,588,895 12,750,576 - - 35,422,412
BB R Other accounts and provisions
(DREEATE (including current and
REEHEERE) deferred tax liabilities) 4,039,878 2,081,033 8,297,128 971,801 131,212 4,488,982 20,010,034
BEAR Subordinated liabilities - - - - 5,455,215 - 5,455,215
SE4H Total liabilities 190,947,420 119,407,557 121,077,658 20,268,193 5,586,427 22218144 479,505,399
MEGRERA Interest sensitivity gap 87279145  (47,728599) (43406,837) 66434887  (2537470) 2130513 62,171,639
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4. ZRIBAREE@® 4. FINANCIAL RISK MANAGEMENT (Cont'd)
42 TWEBERREGE) 4.2 Market risk (Cont'd)
Q) FIEREEE) (C) Interest rate risk (Cont'd)
2021
== =z
—@AR =R +=f@A —ZHE R E THE
Upto 1103 3t012 1105 Over  Non-interest @it
1 month months months years 5 years bearing Total
BT BT BT BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
EBESREHETR  Cashand balances with banks and
Hth&RILENSS  other financial institutions 56,694,146 - - - = 8,009,166 64,703,312
ERTREM SR Placements with banks and other
BE—ZTZfAR  financial institutions maturing
5|82 TEER between one and twelve months = 2,348,982 335,159 - - - 2,684,141
AREE(EEAREZ  Fnancial assets at fair value through
SREBE profit or loss 117171 3,204,022 20,356,538 717,908 - 1,572,391 27,022,570
fiEemIA Derivative financial instruments - - - - - 834,964 834,964
BERREMRE Advances and other accounts 207311188 34988959 27,8539 17,456,525 4,995,297 - 292,037,365
PRREA Financial investments
-DRAREREA - Atfair value through other
Hip 2 Al comprehensive income 13,573,438 27,121,581 22,652,260 69,484,299 3,933,926 49,933 137,415,443
- DABEBARCATERTE - Atamortised cost 592,486 - - - - - 592,486
RENE Investment properties - - - - - 327,610 327,610
% - EMRRE Properties, plant and equipment - - - - = 8,759,766 8,759,766
HtERE (BEELIHE  Other assets (including deferred
EE) tax assets) = = = = = 1,953,343 1,953,343
BELE Total assets 279,342,969 68,263,550 70,629,353 87,658,732 8,929,223 21,507,173 536,331,000
8 Liabilities
FAOREMEBEIEL  Deposits and balances from banks
BRRkEH and other financial institutions 10,306,919 3,567,781 5,175,149 - - 2,604,123 21,653,972
AREZ(IABEZ  Finandial liabilties at fair value
SHEE through profit or loss 2,275,979 1,880,607 2,258,726 = = = 6,415,312
fESMIA Derivative financial instruments - - - - - 814,670 814,670
RPREHR Deposits from customers 187,501,013 87,730,545 85,248,950 7,431,476 61,257 15,808,145 383,781,386
BRTERESREZE Debt securities and certificates
of deposit in issue 2,308,085 5,906,494 5,372,701 18,167,947 - - 31,755,227
EERIB K& (BIFE  Other accounts and provisions
MBRARELHAERRE)  (ncluding current and deferred
tax liabilities) 3,053,325 2,368,146 8,700,490 1,205,923 189,723 4,607,616 20,125,223
#EAME Subordinated liabilities - - - - 5451286 - 5451286
SEaE Total liabilities 205,445,321 101,453,573 106,756,016 26,805,346 5,702,266 23,834,554 469,997,076
FIgEE D Interest sensitvty gap 73897648 (33190023 (36,126663) 60853386 3226957  (2327381) 66,333,924
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4. ZRIBAREE@®

42 TWIERER(E)

(D) EEFEHE

R2017F7 8 REESRITAEERBEMIGH 2021
FRARIE B ATEZERNRBERTREREFRER
EEFE - S HMBERITRERENRBEEERR
MRS B REERK « 20213 A - EEES/ITAE
EREEM2021FE12 831 B 2B E1-3%M26E K
FURTTRIER BRI REE - BIEHE - IwTARD - B
7T Bt AR 1 EHF 28 A =T H REE - e
TRIZETTRBUERITRIZEIR S F R &K 2023F 6 A
30 B2 1& (= 1L ©

S BN 2020 HIE T HRITEEFSBIERTE - AKX
VHEBRAEE/SIFNIEERESRAGBIE
2 - EERBEBENE  PEVNRENEHRREK -
RITAERERBEFENEREBEHEERRERS
EENEREENT -

RITAFRERBEEAEEEESERR - ZRELE
EEYERMER - SLRBREBFEETRNATE

. HFLHHETE RETERUART S RITRIZER S
BEMERF IS HEFETAAMESL
OPESTENL A

. RAERAETHERBLENEMELHE
R

. FLERIRTTRIFRIT B EBUBEL TS - RAKE
REEPHRNI R

. WIRITREN S BREZRB IR MET R
MERZ REYIE BRI ERR M EL M HEEH
R R HTE (B R R

. 5 2 S B B R R AR AR T A AL HY R
TR - A RINREEESIRITRIER S EE
1T 51 B R o A

o EAREMERREARMEASHT AR
ST e L e O e
R EHER

4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)
(D) Interest rate benchmark reform

In July 2017, the UK regulator, the Financial Conduct Authority (“FCA")
announced the discontinuation of a widely-used benchmark rate, the
London Interbank Offered Rate (“LIBOR"), by end of 2021, leading
to a transition of LIBOR to Risk-Free Rates (“RFRs”) or Alternative
Reference Rates (“ARRs”). In March 2021, the FCA further announced
that publication of 26 LIBOR settings would permanently be ceased,
including British Pound (GBP), Swiss Franc (CHF), Euro (EUR), Japanese
Yen (JPY) LIBOR settings and the 1-week and 2-month US Dollar (USD)
LIBOR settings after 31 December 2021, while the remaining USD LIBOR
settings would be ceased immediately after 30 June 2023.

The Group established its IBOR Transition Programme in 2020 and
formed an IBOR Steering Committee, which is chaired by the Chief
Risk Officer, to lead the Transition Programme. The Steering Committee
comprises senior representatives across Front Office, Middle Office and
Back Office. The management oversight of the Transition Programme is
performed by the Asset and Liability Management Committee (“ALCO")
and the Board.

IBOR transition exposes the Group to various risks, which the Transition
Programme is managing and monitoring closely. These risks include but
are not limited to the following:

o Conduct risk arising from discussions with clients and market
counterparties due to the amendments to existing contracts
required under IBOR transition

o Basis risk arising from asymmetric adoption of benchmark rates
across assets and liabilities

o Financial risk to the Group and its clients as markets are
disrupted due to IBOR transition

o Pricing risk from potential lack of market information if liquidity
in IBORs reduces and RFRs are illiquid and unobservable

o Operational risk arising from changes to the Group’s IT systems
and processes; and the risk of payments being disrupted if an
IBOR ceases to be available

o Accounting risk if the Group’s hedging relationships terminated
and the Group experienced volatility in income statement
caused by profit and loss arising from existing reference rate of
financial instruments transiting to RFRs
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4. TEERERERE® 4. FINANCIAL RISK MANAGEMENT (Cont'd)

42 TWEBERREGE) 4.2 Market risk (Cont'd)

(D) EEFEHE (&) (D) Interest rate benchmark reform (Cont'd)
TRBL T ANEEEZE 2022612 A31 AEAGEE The table below provides an overview of the Group’s exposures to

fERR R RSB REER R X F R EERE L LR significant IBORs subject to reform that have yet transited to RFRs
EAELEN XA o ANEBEBEBR T H22023 6 or ARRs as at 31 December 2022. The Group has excluded financial

A 30 B Z BB BALAE ST R 2R T R S 17 B BRI = E instruments referenced to USD LIBOR maturing before 30 June 2023,
Ermem T A - R 282 E A/ ETHBERTT except those referenced to 1-week and 2-month USD LIBOR, as those
FAEHRCEENEZEENEHIE  BRAELES/T exposures will expire before a transition is required.

A AR EERN R RIGREATEH -

720226 12H831H
At 31 December 2022
BtiRE ERA
RITREIZE RITREIZE REBERBERT

FEFIZE HFEFE REERFEFNER gt
EUR LIBOR USD LIBOR GBP LIBOR Total
BT T BEET T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
FITESRMEE Non-derivative financial assets
AREZCET AEMEE  Financial assets at fair value through
Wamz REE other comprehensive income - 2,796,178 - 2,796,178
LABERRAC ARG T E M E R Loans and advances at amortised cost - 21,648,566 - 21,648,566
— 24,444,744 ~ 24,444,744
ELMBERIT
REFEFIE st
USD LIBOR Total
BT T BT T
HK$°000 HK$'000
TERBRENEE Derivative notional contract amount
HHNINEST A OTC foreign exchange derivatives 779,775 779,775
BINFI R LT M OTC interest rate derivatives 4,841,280 4,841,280
5,621,055 5,621,055
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4., SHEEREE® 4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)

42 TWEBERREGE)
(D) EBEFEHE (&)

(D) Interest rate benchmark reform (Cont'd)

M2021F12A31H
At 31 December 2021

BRI iR ETTMHE
HRITRIZE RITA%E HEEGRBUERTT
Fria A= FEME RZEFERE @5t
EUR LIBOR USD LIBOR GBP LIBOR Total
BT T BT T BT T BETIT
HK$'000 HK$'000 HK$'000 HK$'000
TESREE Non-derivative financial assets
AR ER A AEAD Financial assets at fair value through
2HWE SREE other comprehensive income - 4,243,434 = 4,243,434
BRI ARG 2R B Loans and advances at amortised cost 190,405 20,554,817 720,344 21,465,566
190,405 24,798,251 720,344 25,709,000
ELMBERTT
EESREVIES REt
USD LIBOR Total
BT BT
HK$'000 HK$'000
TERBEENEE Derivative notional contract amount
HHNINEDT A i OTC foreign exchange derivatives 779,690 779,690
MR LT OTC interest rate derivatives 4,840,752 4,840,752
5,620,442 5,620,442
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4. cHmEAREE@)

42 TWEBERREGE)

(D) EEFEXE(E)

HE2022F12A31H ' fTE2XE® T ®&E - H
JC ~ I ESABR AN 1 EHAFN 2 18 B = cim BRI TR ¥
FEFREENEEARBESABENEEIER R
BRI [HBENMREAEAR] -

B ARR TS BOSE Tt ZUER 1T [B) SR 47 BF R EXEE(E R
BEER  AMOMAERE8BNEENE - ME
HRHBBEERNEN  TEREFERMESIREM
&% - TBETHEIN 2023 6 6 AIERAITEAX ° ERITRZEHR
BN BEHE  AEEFEEEATPRISHE - XA
XFHEMNER -

2022 FHAE - MERER  BENRBRERERERE
EZEFFRETRE o FIAREHEFMRE A A
R 20234 6 AIKRITEAK - MEEMAE @ BEHA
PTHET B A= 8RB E b IR IR BIFR R 5 4T
FltEE RS tEsEE ML - K 2023F 6 AKAT
FERK ©

AEEBR TERRMEELNTRAR - WRBRTT
RGBT BPINEME RN - RIZTRAEE -
BREENXEENERME - B TIRIIMNERITRE
EREEENEEREESRBREAIDER - A&
EMREIGREERBAE - UHERRREERTTRZEN
BREER B o

AR ARAEENE RN XEERBRAERETR
BERITREFBAE o AEB ) #mE &R 7 2023
F6 AR IEMETH/BRITRAZEFEMNXNEEE SR
BV o ARG 4R AR B R IR 1T R IR B A R B
B0 PAREIRTIEREN fR 2R 1T [ R4 B A R
BRI EEREENEK -

4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.2 Market risk (Cont'd)
(D) Interest rate benchmark reform (Cont'd)

As at 31 December 2022, all legacy contracts referencing EUR, GBP,
JPY, CHF, and 1-week and 2-month USD LIBOR settings have been
remediated by including appropriate fallback in the contract, with no
"tough legacy’ contracts remaining.

For legacy contracts referencing the remaining USD LIBOR settings,
a majority of the exposures have already incorporated appropriate
fallback, while the contract remediation of the remaining legacy
contracts, mainly loans and advances to customers and bond, is
expected to be completed by June 2023. The Group will continue the
client outreach to support our clients during the IBOR transition.

During 2022, for loans product, migration has been started for revolving
loans during annual reviews. Remaining migration on term loans and
syndicated loans will be handled by June 2023. For treasury products,
the migration on bonds and derivatives such as interest rate swaps will
also be completed by June 2023 following the International Swaps and
Derivatives Association (ISDA) protocol or clearing house arrangement.

The Group has identified major risks arising from the IBOR Transition
and mitigated most of the risks by performing banking system upgrade,
client outreach and contract remediation, process and model changes,
development of new ARR products, staff training and frequent
management oversight of the Transition Programme. The Group also
engages actively with regulators to ensure a smooth transition from
LIBOR.

However, since the Group’s main interest rate benchmark exposure is
USD LIBOR, the Group will still expose to risk due to USD LIBOR legacy
contracts which are expected to demise from June 2023. The Group
will continue monitoring IBOR transition to ensure the remaining LIBOR
settings be successfully transited to ARRs.
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4. cHmEAREE@)

43 FHEELRER

REBE AR RIERTEEFZIHTRE S ABEE
ER IR ETEIHIE - A e BAZ O TRIEZH
Bk o AEBBBBROTDESRRIFLT - BIRE
ERBERKENEE THEENREEE  TEME
HHRLTOR  BEADESER : EEHERTE
ERPLERNABIESIE  REMFIRLRALE
g AAREBEREFHANRSELEE -

AEBEERBDECRARNBE  RRERHESE
BiRLF - WRENRABREEEERBEBRAKLRKI
EBenelt  BRBREENFERN - AEEIA
BEFFRATENESRR - SERRENTENE
ERIR - AEERERAMBEROFHR - LEHAR
EMSHATE - AEERETRMRIENBERT
MRBESER  THEEHEANAR(BRER
BEFRERFRARS)  REZRWRBDEE - A
BRERHNADESXHIEREBTE - REEX
BRTERENNGENRARREEEDNESD - REY
ST - AEEH N ERMERBMNESERNZK
£ MEREERABBNET  BHLERESKRIGE
FABRERERXEL®E - EHEHREEE - EHE(E
AeftEEia  BRERPESRR - AEEDF]T
SEANMABE AR ERES C BEEEAZKE
ZENRBES BREEREES HBEKE - K
SEINIEERRINES - MEFREMITETAR
ERELNRBDESRR - AEEWRDESEREE
RERETINEEERBRDER  Hfm  BIAR
Bt KERARSEAREBRERSIBNREDE SR
% WHERBESRBRGIF] T RS

4, FINANCIAL RISK MANAGEMENT (Cont'd)

4.3 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 requesting
the HKMA to act as the lender of last resort.

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.

F-285



RAFS IR AR MIEE

Notes to the Financial Statements

4. TREREE®
43 RBESERE)
EREREZE SRR ECRREIRARME W
MBESRBAERKREEREM RAREEZESR
*&ééﬁ%ﬁﬁ*ié*ﬁﬂ BHREE SRR -
RAEENEBRENERREZEEERENRBE S
[ B 1R o AN R 5% %E;E ﬁ?%ﬂ;ai@)‘é}ﬁzﬁﬁlm
PHECEARES RIS R A (EIRIR S B AR
Eﬁlﬁﬁﬁgﬁﬁﬁﬁiﬁﬁﬁﬁﬂ SHNBE S
EIRAEE o

AEBERERBDETERIFFEMERE - 58 FHKH
Al EHE - BRMEHIRBESRR - BRETRR
MBUEBELE  BEESFELEX  BEFEE &
REFRERL  RBUEHFEEMAS UREFFE
RERES - AEBERARESREN T AN EAEE
REFEBERATHRBESMR - WRDEAETRE
BExRBREDAR(BIEESEE  mEEgIERR
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i o
AA

NEBEBELERN2016FE B 2 EEHETM
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MER - ZEBEHBRES RN REDAEE R AD
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EHEEEANRKA(RFFR) RN GE FE

#)IBEELRE - AETREE  BERKRINEE
Efj%li RIBFEHEIHA  TEEUHBEREEERE
REZERE - UEAAEENRRIRSREMMR
AEEZE [HFAZRFAHESREL | EE - BEALR
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MR - ERIFRFELEHE R 120224 12 A 31
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T RNIBTZ30BHRARERBFRA @ BB
17,326,179,000 7T (20214 : & % 17,026,621,000
TL) A ANIREEK

4, FINANCIAL RISK MANAGEMENT (Cont'd)

4.3 Liquidity risk (Cont'd)

Risk Management Committee (“RMC") is the decision-making authority
of liquidity risk management, and assumes the ultimate responsibility
of liquidity risk management. As authorised by RMC, the Asset and
Liability Management Committee (“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.

In accordance with the requirements of Supervisory Policy Manual LM-2
“Sound Systems and controls for Liquidity Risk Management” issued by
the HKMA in 2016, 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
2022, 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$17,326,179,000
(2021: HK$17,026,621,000) and was in compliance with the internal
limit requirements.
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REESFRLEBREAREER THNREE SRR
A RHEE

EBATETRENT  XHUFERENHEEN
ERR R BT RS EUKERERINVE RS o

4, FINANCIAL RISK MANAGEMENT (Cont'd)

4.3 Liquidity risk (Cont'd)

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 2022, 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 2022,
the Bank’s liquidity cushion (before haircut) was HK$48,631,199,000
(2021: HK$44,050,883,000). 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.

In certain derivative contracts, the counterparties have right to request

from the Group additional collateral if they have concerns about the
Group's creditworthiness.
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4, FINANCIAL RISK MANAGEMENT (Cont'd)

4.3 Liquidity risk (Cont'd)

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 Risk Management Committee
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 liquidity coverage ratio and net stable funding ratio
disclosures are available under “Unaudited Supplementary Financial
Information — 1. Liquidity Coverage Ratio and Net Stable Funding Ratio”
and section “Regulatory Disclosures” on the Bank’'s website at www.
nch.com.hk.
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4. ZRIBAREE@®

43 REBESER(H)

(A) ZFE A
TRAEAEBNR1I2ANBZEERABNEHA S
T RREE AR BENRAGHEESOZIEAOF
BEIR DM

4.
4.3
(A)

FINANCIAL RISK MANAGEMENT (Cont'd)
Liquidity risk (Cont'd)

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.

2022
-fAR  -2=@R =Et=@R -E1% BENE TR
] Upto 1t03 3to12 1t05 Over5 =] st
On demand 1 month months months years years Indefinite Total
BT BETT BETR BETR BBTR BT BT BETT
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000
EE Assets
ERRERERBTR Cash and balances with banks and
EtheRlENAR other financial institutions 23,262,819 39,150,536 - - - - - 62,413,355
ERTRENERER Placements with banks and other
—ZrEAM3IH financial institutions maturing
e between one and twelve months - - 3,047,341 654,077 - - - 4,601,418
MER R Financial assets at fair value through
SREE profit or oss
-2tk - Trading
-REES - Debt securities - 32,504 3,084,442 3,457,224 46,742 - - 6,620,912
-BHEMARER ~ Mandatorily measured at fair
HABE  FR5% value through profit or loss,
non trading
- BhES - Debt securities - - - 10,681 - - 28519 39,200
- Efh - Others - 272,899 1,185,369 9,077,989 - - - 10,536,257
-RindEs - Equity securities - - - - - - 1,417,583 1417583
ITHEEMIA Derivative financial instruments 332,607 263,600 429,943 195,191 638,180 25,424 - 1,884,945
B RAEE Advances and other accounts
-XFER - Advances to customers 31,740,660 12379319 17,740,827 55,165,100 116,486,772 54,202,281 1985276 289,700,295
-E5%5 ~ Trade bill 6 172,766 266,403 171,185 - - - 610,360
-BORALEREEET - Advances to banks and
other financial institutions - - 611 - 155,923 - - 156,534
SHRE Financial investments
-UARER(EARE - Atfairvalue through other
FENE comprehensive income - 2362709 13716989 27,857,038 92,510,645 1,496,446 - 137,983827
- AR 8 - At amortised cost - 2,342,580 5,530 9,442,541 1,439,038 - - 13,229,689
-RhEs ~ Equity securities - - - - - - 21,844 21,844
RANE Investment properties - - - - - - 559,140 559,140
0% - B E Properties, plant and equipment - - - - - - 9,089,246 9,089,246
EMEE(BAERNHE  Other assets (including current and
REEREEE) deferred tax assets) 906,841 813,910 21,55 76,348 356,768 - 677,010 2,852,433
BESR Total assets 56242933 57790883 40399011 106107374 211634068 55724151 13778618 541,677,038
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4. SHERERE®) 4. FINANCIAL RISK MANAGEMENT (Cont'd)
43 REBESERE) 4.3  Liquidity risk (Cont'd)
(A) FRHZH (&) (A)  Maturity analysis (Cont'd)
2022
-EARK -2=fif =EtZfiA -21f BENE TR
B Upto 103 3to 12 1t05 Over5 A% st
On demand 1 month months months years years Indefinite Total

BRI AR BRI BRI BRI BRI BRI AR
HK§'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000

88 Liabilities
ROREMSREEL Deposits and halances from
T Res banks and other financial
institutions 2,975,847 17,551,054 8,768,240 15,627,994 - - - 44,923,135
MBI R Financial liabiltes at fair value
SRAR through profit or loss - 5,065,482 656,066 1,397,810 - - - 7,119,358
fTAEERIA Derivative financial instruments 137,926 176,973 274130 220,605 303,147 - - 1112781
RFER Deposits from customers 124,783,153 50,119,339 100,958,091 83,038,261 6,563,620 - - 365462464
DEAEHEARESE  Debt securiies and certficates
of deposit in issue 11,469 368,775 6,702,697 15,588,895 12,750,576 - - 35422412
HABRERER (RIEER  Other accounts and provisions
HERELREAR) (including current and deferred
tax liabilities) 5,799,615 1,098,087 2,342,551 8,283,155 1,744,503 131,812 610311 20,010,034
kEER Subordinated liabilities - - - - - 5,455,215 - 5,455,215
SEAE Total liabilities 133,708,010 74379710 119701775 124,156,720 21,361,846 5,587,027 610311 479,505,399
FEELHO Net liquidity gap (77465077)  (16,588.827)  (79,302764)  (18,049,346) 190272222 50,137,124 13,168,307 62,171,639
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4., SHEEREE®
43 REBELER(E)
(A) FIHAZ (&)

4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.3 Liquidity risk (Cont'd)
(A) Maturity analysis (Cont'd)

2021
—-EAR  -Z=F =Et-f@A
ki Upto 1103 31012 —2h% RENE AR &
On demand 1 month months months Tto5years  Over5years Indefinite Total
AETT AETTL BT BRI BETT BETT AETT AETT
HK$000 HK$'000 HK§'000 HKS'000 HKS$'000 HK$'000 HK$'000 HK$'000
BE Assets
EERE REHBITR Cash and balances with banks and
HtrSrsmmss other financial insttutions 30,350,521 34,352,791 - - - - - 64703312
ERORAM SRR Placements with banks and other
—ETZERR3IHZ financial insitutions maturing
R between one and twelve months - - 2,348,982 335,159 - - - 2,684,141
MrBEEE AR Financial assets at fair value
SREE through profit or loss
-2tk ~Trading
- BhES - Debt securities - 725,985 2,548,381 3,977,960 - - - 7,252,326
- BHRAARER ~Mandatorily measured at fair
HABE  FRHM value through profit or loss,
non trading
- ElES - Debt securites - 10418 - - 717,908 - 31,212 759,598
- - Others = 404,036 655,641 16,378,578 - - - 17,438,255
-5 - Fquity securities - - - - - - 1,572,391 1,572,391
TESRIE Derivative financial instruments 263,240 128,075 64,345 104,413 272,179 2,112 - 834,964
ERREMEE Advances and other accounts
-RFEH - Advances to customers 30,173,136 8,102,517 17,691,913 51,391,375 120,475,479 63,191,634 523,791 291,549,845
-B5%2% ~Trade bils 6 363,785 123729 - - - - 487,50
TRRE Financial investments
- AR ERIEETA ~ At fair value through other
Eh2EkE comprehensive income - 4,273,863 14,027,910 26,738,764 88,370,671 3,954,302 - 137,365,510
- ABRIATE 8 - At amortised cost - - - - - - 592,486 592,486
- ks ~ Equity securities - - - - - - 49933 49933
RENE Investment properties = = = - - - 307,610 307,610
W% - EhREE Properties, plant and equipment - - - - - - 8,759,766 8,759,766
EthAE (FERIEREEE) Other assets (ncuding
deferred tax assets) 1,133,090 396,585 20,573 (11,849) 383427 - 31,517 1,953,343
EESE Total assets 61,919,993 48,758,055 37,481,474 98,914,400 210,219,664 67,148 643 11,888,766 536,331,000
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4. cHmEAREE@)

4. FINANCIAL RISK MANAGEMENT (Cont'd)

43 REBESERE) 4.3 Liquidity risk (Cont'd)
(A) FRHDH (&) (A)  Maturity analysis (Cont'd)
2021
—f@AR —2=fif =Etzfif
il Upto 1103 3012 —2hF RENE MEERE &
On demand 1 month months months Tto5years  Over5years Indefinite Total
BT BRI BRI BRI BT AT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
& Liabilities
FIRAtERBEL Deposits and halances from banks
Bakiss and other financial institutions 3,595,374 9,315,668 3,567,781 5,175,149 - - - 21,653,972
MBI R Financia liabiltes at fair value
SHAR through profit or loss - 2275979 1,880,607 2,258,726 - - - 6415312
TESRITA Derivative finandial instruments 93,532 62,803 142,239 103,853 412283 = = 814,670
PR Deposits from customers 143759604 58527012 87730380 86,224,547 7,478,296 61,257 - 383,781,386
BENEEEARGSE  Debt securties and certificates
of deposit in issue 895 2,307,190 5,906,494 5372,101 18,167,947 = = 31,755,221
RAEFBREE (DR Other accounts and provisions
RERELHEAR) (indluding current and
deferred tax liabilites) 47112123 1,729,993 2,430,703 8,943,987 2,093,446 189,723 25,48 20,125,223
kESE Subordinated liabiltes - - - - - 5,451,286 - 5450286
aEER Total liabilities 152,161,618 74218845 101,658,204 108,078,963 28,151,932 5,702,266 25248 469,997,076
EERRA Net liguidity gap (90,241,625 (25460,790)  (64,176,730) (9,164563) 182,067,732 61,446,382 11,863,518 66,333,924

AEEFKARTEB1EAZEE  PIMERRER
BRIIRTEH] BE - SRR TRARER D HEER
ZBE RARBETERAHRZH KGR -
HARBE < o DEBERBRABR SR - ERE
HREBEEZERTFARE  ASRFHIRS G [ T
EBH] - EiiR 2 EE S MRERERER (D
) -

R 2 A W ER RS 2 2T PRI F B S
BEZHA -

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 analysis of debt securities by remaining period to maturity does not
imply that the securities will be held to maturity.
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4. SHERERE®) 4. FINANCIAL RISK MANAGEMENT (Cont'd)

43 REBESERE) 4.3 Liquidity risk (Cont'd)

(B) KBEEHNFEHDWZAITEELR (B)  Analysis of undiscounted cash flows by contractual
maturities

(a) FEPTHETAZH T (@) Non-derivative cash flows

TR T AREEN12 831 B2 ETAESRA BN The tables below summarise the cash flows of the Group as at 31

FIra W BIIRZ RSN

December for non-derivative financial liabilities by remaining contractual

maturity.
2022
-BAR  -E=A =Et+=fEA -ZRf fik:
Up to 1t03 3t 12 1t05 Over FTHEAH b
1 month months months years 5 years Indefinite Total
BETT BETT BETT BETT BT BT BT
HK$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
SREE Financial liabilities
FAREMEREIE L Deposits and balances from banks
FARLER and other financial institutions 20,659,028 8,842,065 16,061,093 - - - 45562,186
AREEABRZ  Financal liabilities at fair value
eRaR through profit or loss 5,068,000 659,500 1,420,000 - - - 1147500
XFER Deposits from customers 175,022,886 101,702,064 84,943,933 7,215,625 - - 368,884,508
BHETEFESRENE Debt securities and certificates
of deposit in issue 395,252 6,741175 16169574 13,879,994 - - 37185995
kEEE Subordinated liabilities - - 207,420 829,681 5,846,432 - 6,883,533
Hihepas Other financial liabilities 6,410,758 2,085,696 8,315,708 977,725 131,812 601412 18,523,111
SRERAE Total financial liabilities 207555924  120,030500 127,117,728 22,903,025 5,978,244 601412 484,186,833
2021
—fAR —Z=fif =Zt=f@A —2TF RERE
Upto 1103 3t012 1105 Over  ARERH &t
1 month months months years 5 years Indefinite Total
BETT BETT BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SREE Finandial liabilities
FAREMEREE L  Deposits and balances from banks
Ve e and other financial institutions 12,913,316 3,574,153 5,191,304 - - - 21678773
PRESARREZ  Finandal liabilities at fair value
LHAR through profit or loss 2,276,000 1,881,000 2,261,000 - - - 6418000
BFER Deposits from customers 202445411 88,171,263 87,412,901 8,340,985 61,257 - 386431817
BHETEFESRERE Debt securities and certificates
of deposit in issue 2,324,771 6,143,832 5,554,850 19,921,090 = - 33044543
kEaR Subordinated liabilities - - 207,398 829,590 6,049,858 - 7,086,846
HindmAR Other financial liabilities 5,625,939 2,385,060 8,721,090 1,207,725 189,723 18898 18,148,435
SRERLE Total financial liabilities 225,585,437 102,155308  109,348543 30,299,390 6,300,838 18898 473,708,414
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4., SHEEREE®
43 REBELER(E)
(B) KBEEHNIEHDWZAITEEL T (&)

(b) ETAZEER
TREM T AREER12A31 BARIESRE QA
SIRZzBREn  BREFREELGEZITESRA
B MAAARARELEEE 2 ITESB T A (MR
BMelBEENRRE) - REDITETANUARET
RN TREBNEMESEA/RENRANAGRERS
=3

N

o

AEBRFEELEEE 2 TESR T A 2REN=X
EHI M ONER 5 Bt (AU - MRABREEEE
METRTATREREEERAREEEY -

4, FINANCIAL RISK MANAGEMENT (Cont'd)
4.3 Liquidity risk (Cont'd)

(B) Analysis of undiscounted cash flows by contractual
maturities (Cont'd)

(b) 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. cHmEAREE@) 4.

FINANCIAL RISK MANAGEMENT (Cont'd)

43 RBELERR(E) 4.3 Liquidity risk (Cont'd)
(B) KBEEHNIEHDWZAITEEL T (&) (B) Analysis of undiscounted cash flows by contractual
maturities (Cont'd)
(b) PTAET A (1 (b) Derivative cash flows (Cont’d)
2022
—fBARK -B=ff =Et+=f8A it RENE
Up to 1t03 3to 12 1t05 Over act
1 month months months years 5years Total
BRI BETT BETT BETT BETT BRI
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RFHERELE Y Derivative financial liabilities
TEemARE settled on a net basis (145,405) (15,601) (25,500) (154,965) (2,103) (343,574)
REEEELE Y Derivative financial instruments
{TEemIA settled on a gross basis
N Total inflow 32,437,467 35,010,155 12,431,618 1,222,405 - 81,101,645
ot Total outflow (32,355,245) (34,840,363) (12,506,074) (1,222,405) - (80,924,087)
2021
—fEAR —2=flf =Zt-f8A —ZhF RERE
Upto 1103 3t012 1105 Over st
1 month months months years 5 years Total
BT BETT BETT BETT BETTT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RFRRRELE Derivative financial liabilities
TEeRaR settled on a net basis (95,982) (2,443) (57,34) (240,097) - (395,864)
RERREELE Y Derivative financial instruments
(TESRIA settled on a gross basis
AR Total inflow 22,662,915 17,957,415 9,262,226 1,101,284 1,086,109 52,069,949
@ Total outflow (22,588,902) (18,017,086) (9,256,109) (1,101,284) (1,086,109) (52,049,490)
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4., SHEEREE®
43 HRBESERR(E)
(B) KBEEHNIEHDWZAITEEL T (&)

() BEAREXIIES

B R IE
BEEAEER2022F 12 A3MBAFFPEAHRLERE
EREMBECRIIEHTE  HENSBASE
132,473,612,0007t (2021 4 : &% 134,755,362,000
7) - WEERURE AT —F AR

HBER R A M E

AEER2022F12 A31 B 2 B 7 B R R E 0B 75
Bh & & % A8 % 59,934,940,000 7T (2021 & : B
52,037,217,0007T) « HEEAB PR —F -

44 BEXEHE
AEBEAEENTR A RREFESERBRBMN
ARENEATRKF - R SRREREZAE R
BEABEEZESEIRNARBEEARNGR L&
FEERETHEURSRR  DBREATRIENR
ERRLIR

AEBD KRV #T - EARNEREEBERMS
ZHS] o WERBIRBEEE S EBERNRE -
MREEEARRENER - BEEABERZESR
REREENEART RN - REBERERRARR
TEBNARBELERMWEEEARE « fHlianT -

4, FINANCIAL RISK MANAGEMENT (Cont'd)
4.3 Liquidity risk (Cont'd)

(B) Analysis of undiscounted cash flows by contractual
maturities (Cont'd)

(c) Off-balance sheet items

Loan commitments

The contractual amounts of the Group’s off-balance sheet financial
instruments as at 31 December 2022 that the Group commits to extend
credit to customers and other facilities totalled HK$132,473,612,000
(2021: HK$134,755,362,000). 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 2022 totalled HK$59,934,940,000 (2021:
HK$52,037,217,000) are maturing no later than one year.

4.4 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.
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4. SEERERE®

4.4 EBEFXREE(E)
AEMFAIEZE (EAAR) STEERZE (FHRAR)
HEES RS ECARREANERETIEABREAE
g%o

AEERBEECEELERRIEAHEAREEGE
HEERNRZ HEFEAZRKRITE (EBERIERR)
AHEORSERERRERNENR - IRBE(RITR(E
R)RADFENTCIHERESE BHLER R ESRIEIN
R AEENTISREBEARER o

AEER2022FRAAPEATRHERFUANE
SEREERRTMEERERF| ANER - &
SERHE _ENIES ABEAT AR
ERAFEEE -—XETRAARERTEDRENEX
R FTFR RSB S - (LT aRE A S BRI E R
—RERLE  ZFE-RERLERZEEERL
& o [E - NEETHATAAE AL RRE TEFR
Bl UXBEBERFERCEERNARER - &
SERSARBEATRNERFE—(ERHENELRE
2382 - YERES FNERRRMRTENERK
BEERABEERERS -

o AREESFHEFREEARL - AEEREE
BERESRAREZESTOHE - EXRRINEBR
B BERER - ARRL - ERMR  BEREERES
HEFHHEARTRMENTE - KMIRARKELRS
REEARRR - MRIESB MR RIFNEAT M
REXTAEHERE RAXRBER  FRERAKR - @A
BAF R MEMNREFE -

4. FINANCIAL RISK MANAGEMENT (Cont'd)

4.4 Capital management (Cont'd)

The Group adopts standardised (credit risk) (“STC") approach and
standardised (market risk) (“STM") approach to calculate the credit risk
capital charge and the market risk capital charge respectively.

The Group adopts the standardised credit valuation adjustment
("CVA") method to calculate the capital charge for the CVA risk of the
counterparty and the standardised (operational risk) (“STO") approach
to calculate the operational risk capital charge and, with the approval
from the HKMA, excluded its structural FX positions pursuant to section
317C of the Banking (Capital) Rules in the calculation of the market 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” in 2022. 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 I, and therefore minimum Common
Equity Tier 1 capital ratio, minimum Tier 1 capital ratio and minimum
Total capital 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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4. ZRIBAREE@® 4. FINANCIAL RISK MANAGEMENT (Cont'd)
44 EFXEHE(E) 4.4 Capital management (Cont'd)
(A) EELGSER (A) Basis of regulatory consolidation

BEEHTE HAR S B IR IBCIRIT R (BA) A BIDE A The consolidation basis for regulatory purposes comprises the positions
BITREMBH S ERIBELMBRARMENX - TR of the Bank and certain subsidiaries specified by the HKMA in

BHEA  ARBESMBEREERGEHB AR - & accordance with the Banking (Capital) Rules. For accounting purposes,
ZBEHEHN (8 — N7 ZHBRR] - subsidiaries are consolidated in accordance with HKFRSs and the list of

subsidiaries is set out in “Appendix — Subsidiaries of the Bank”.

BREEEARGEHE MIEEEEERERS The particulars of subsidiaries which are included within the accounting
HEANMB AR ZFBOT : scope of consolidation but not included within the regulatory scope of
consolidation are as follows:

2022 2021
EERE =N R BERTE BRYA%E
Total assets  Total equity Total assets Total equity
BT BT BT T BT T
g Name HK$'000 HK$°000 HK$'000 HK$'000
R RITEEAR Nanyang Commercial Bank Trustee
NG Limited 16,951 16,842 16,807 16,698
B EEEER AR Kwong Li Nam Investment
Agency Limited 4,880 4,611 4,724 4,585
R ERIT ((REA) Nanyang Commercial Bank
BRAT] (Nominees) Limited 1,425 1,425 1,430 1,430
AR EEREERERA NCB Wealth Management
Advisor Limited 107,822 93,962 5,117 4,981

LA EBA RN EZ BN [ ek - NR1T 2B The principal activities of the above subsidiaries are set out in “Appendix

NCINIC — Subsidiaries of the Bank”.

M2022F12A318 - WEARWBE AR R BIEE There were no subsidiaries which are included within the regulatory
EERERAHE  MARREEgERGaEHE scope of consolidation but not included within the accounting scope of
(20214 : #E) » consolidation as at 31 December 2022 (2021: Nil).

202212 8318 - IMEERKE QR RE S Neither were there any subsidiaries which are included within both

S ERINEE R TSRS BE MR TREE A the accounting scope of consolidation and the regulatory scope of

(20216 : &) o consolidation where the methods of consolidation differ as at 31
December 2022 (2021: Nil).
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4. cHmEAREE@)

44 EXREE(E)

4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.4 Capital management (Cont'd)

(B) EAXHZE (B) Capital ratio

2022 2021
TR AE— B AL R CET1 capital ratio 12.67% 12.54%
—ARE AR Tier 1 capital ratio 14.04% 15.02%
BWE AR Total capital ratio 17.45% 18.46%

RRFTEA L EARLL R Z MBERHFE ERER DM

The consolidated capital base after deductions used in the calculation of

s the above capital ratios is analysed as follows:
2022 2021
BET T BT T
HK$'000 HK$'000
TRME—RER : ZEKREHE  CET1 capital: instruments and reserves
BEEBTHNEER T RRE Directly issued qualifying CET1 capital instruments
—MEREE 3,144,517 3,144,517
1REB R A Retained earnings 47,250,590 43,323,642
BB E Disclosed reserves 6,600,849 10,542,440
ESE IR A8 E AR CET1 capital before regulatory deductions
—REXR 56,995,956 57,010,599
LmiEE— R ER (EEEHR  CET1 capital: regulatory deductions
(HEAE Valuation adjustments (570) 91)
BEHIBRIEERIE B EH Other intangible assets net of deferred tax liabilities
Hitt B\ & E (589,377) =
BEHRIEENIEE &/ Deferred tax assets net of deferred tax liabilities
RIERIA R E (358,280) (352,791)
BRATEERENEER Gains and losses due to changes in own credit risk
NI RS A e on fair valued liabilities
FTEE £ /B2 (2,429) (940)
B+t 2 s (B B R Cumulative fair value gains arising from the
WER®)#EITEE revaluation of land and buildings
EEMELENZRTE (own-use and investment properties)
NP EEKE (6,767,961) (6,862,754)
—MIRTT RS R R EE B R Regulatory reserve for general banking risks (2,116,502) (2,636,044)
HETmRE—RERR Total regulatory deductions to CET1 capital
EEMR AR (9,835,119) (9,852,620)
TmiE—RER CET1 capital 47,160,837 47,157,979
FBIN—HE R Additional Tier 1 capital 5,077,856 9,314,890
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4., SHEEREE®
44 EXREE(E)
(B) EAXLZEGE)

4. FINANCIAL RISK MANAGEMENT (Cont'd)
4.4 Capital management (Cont'd)

(B) Capital ratio (Cont'd)

2022 2021
BET T BT T
HK$'000 HK$'000
— AR Tier 1 capital 52,238,693 56,472,869
TRER  ERREERES Tier 2 capital: instruments and provisions
BB ZRE AR INER Qualifying Tier 2 capital instruments plus any
TERARR (0 5= B related share premium 5,431,592 5,427,666
EERTTAZRERR S5 Collective impairment allowances and regulatory
AR & —RRERTT/E R reserve for general banking risks eligible
EEE S for inclusion in Tier 2 capital 4,206,158 4,413,868
EEEHIRLZ ATE) — AR Tier 2 capital before regulatory deductions 9,637,750 9,841,534
TRER - BEETIR Tier 2 capital: regulatory deductions
MNEE BT AZRERR Add back of cumulative fair value gains arising from
R i 2y (B the revaluation of land and buildings (own-use and
RIRE RS ) ETEAE investment properties) eligible for inclusion
BhMEENREAF in Tier 2 capital
EEks 3,045,582 3,088,239
HoREARNEETNRERE Total regulatory deductions to Tier 2 capital 3,045,582 3,088,239
—RBR Tier 2 capital 12,683,332 12,929,773
HE A Total capital 64,922,025 69,402,642
[EEEE AL ESFTAT ¢ The capital buffer ratios are analysed as follows:
72022 F R2021 4
12H31H 12H31H
At At
31 December 31 December
2022 2021
(B E At Capital conservation buffer ratio 2.5% 2.5%
HEEEEE AL X Countercyclical capital buffer ratio 0.58% 0.60%
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4. cHmEAREE@)

44 EXREE(E)

(B) EXLEGE)

RIFCGRITE (BA) #£81) - 3| AFEEFHEA([CCB
b ) » B R RERIBITESERERN - B3R INkE
BEZ25%ZER - PEBREEHEAN ([CCyBLLE])
EHEREEERRE AUNEEEERBERFE
HERIRAIEL - BEMEIBFERNY FHEEE
KERBINEEE 2 1.00% ©

FREABRENBAABERNATRARITHEEA

www.ncb.com.hk 1 [EEE 55 | —F2I%E -

4, FINANCIAL RISK MANAGEMENT (Cont'd)

4.4 Capital management (Cont'd)

(B) Capital ratio (Cont'd)

In accordance with the Banking (Capital) Rules, the Capital Conservation
Buffer (“CCB") 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 1.00% of RWAs.

The additional information of capital disclosures is available
under section “Regulatory Disclosures” on the Bank’s website at
www.ncb.com.hk.

C 1EELE (C) Leverage ratio
2022 2021
BT T BT T
HK$'000 HK$'000
— AR Tier 1 capital 52,238,693 56,472,869
TEAR b R B A e Leverage ratio exposure 593,156,997 582,164,898
TEARLE 2 Leverage ratio 8.81% 9.70%

FRERLERENARENTRARITHEER

www.ncb.com.hk [ BEE 1558 | —F B o

The additional information of leverage ratio disclosures is available
under section “Regulatory Disclosures” on the Bank’'s website at
www.ncb.com.hk.
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5. BENAEBEMNARE
FAEURAEH BRERBRRARBNEERE
& HREBIHREERE 35 [AREHR] 0
T#  NAREBRRADE - REHE2RMEE
FERRAEE 2 TR REALE - WEA KR
RAREHEEBAREL RIEERRRRET

= F—EBH : HREEXABELERETST R
BOREHE) HERBFELTRMOES
MOBFEITNER LR - FTHARZHNT
EENNEDE

= FRBA  DENGERMARABNKIERER
RR(ANFHERBAREFEREATE)
A ERRERER - WERBREARD S
HNRZHIDTE R K - WAAERGH R ER(E
BOEBESRERE - R EEE 8RR
WHiEEZET T TERBBNESBRY
#

= FZRA  DENHERMAIRAOKERER
AE(AEFHEEBAREFEREATE)
BAAHER - WERBREEATAERRA
EHEHERE BB TA  HRRNEERE -
RIS IERERSAIBEN TSR TET T EAH
B -

HRABEREEERNPBRERNEEREE A
SEeRE - MBERERMNEERETHTHED
BEREEBBAREFEFEAFEZKEERE
=) UHEEEREARNERRZ HELER -

5. FAIR VALUES OF ASSETS AND LIABILITIES

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy
as defined in HKFRS 13, “Fair value measurement”. The categorisation
are determined with reference to the observability and significance of
the inputs used in the valuation methods and based on the lowest level
input that is significant to the fair value measurement as a whole:

- Level 1: based on quoted prices (unadjusted) in active markets
for identical assets or liabilities. This category includes listed
equity shares, debt instruments issued by certain governments,
certain exchange-traded derivative contracts and precious
metals.

- Level 2: based on valuation techniques for which the lowest
level input that is significant to the fair value measurement is
observable, either directly or indirectly. This category includes
majority of the OTC derivative contracts, debt securities and
certificates of deposit with quote from pricing services vendors.
It also includes precious metals and properties with insignificant
adjustments made to observable market inputs.

- 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, rediscounted bills 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.
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5. BENEBHNARE®

51 LUAREFENESHIA

REBEREY TEENAAEERRIEHLEE - AAE
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NEBEBYZENRERZHEEREERRAAER
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B XomABEREEERMTAR
o
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HRAEEMFAEN R TR - AAERMTERNE
R2YBRESER  ME EX - EaRkBREE
% ORE s RPEFEEMNEREM  TRR/ARA
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RUABEATeRTAARENGBETEWAT ¢

EHTA FiE - BYHE FEEZ

HRTANARERRSMH - X5ERINEBULAE
BRA TR R T SR E K E AR B SRR
TRTE - R R S RIER R — BN BB A IR
o A—{ER R BRT5 EARR R TAMRRES
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% AR2ERAEAEVRAKEOBRRE - FLBH
M5 LA BRYH A BRI T BRNOTISEERE

=

g o

5. FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)
5.1 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.

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.

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

Debt instruments, certificates of deposit, rediscounted
bills 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.
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5. BENEBHNARE®

51 LHUAREFENESBRIAGE)

T A

HINR ZHINTE T BA K BIRINE « FIRLEmAR
H - [HER R ERRES L) c STE T AR AMEEEEMEL
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AR AT RSN BEmGEE - iEEN2
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HFEEREEEFEERENHE - FHARELE
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5. FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)

5.1 Financial instruments measured at fair value (Cont'd)

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.

Credit valuation adjustments (“CVA") and debit valuation adjustments
("DVA") 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.

F-304

159



RAFS IR AR MIEE

Notes to the Financial Statements

5. EENEENQIAE® 5.

51 UUAREBEFENSETA () 5.1

(A) AAERER

(Cont'd)

(A) Fair value hierarchy

FAIR VALUES OF ASSETS AND LIABILITIES

Financial instruments measured at fair value (Cont'd)

2022
E—ER EER E=ER et
Level 1 Level 2 Level 3 Total
BET T BT T BT T BT T
HK$'000 HK$°000 HK$°000 HK$°000
BRVEE Financial assets
NAEMEGAERZ Financial assets at fair value through
eEEE (MizE20) profit or loss (Note 20)
-5 — Trading
- EBEHFRIFHRE — Debt securities and certificates
of deposit - 6,620,912 - 6,620,912
- sl R R EE L — Mandatorily measured at fair
FTAEE  ERFMH value through profit or
loss, non trading
- BB S — Debt securities - 10,681 28,519 39,200
- Bt - Others - - 10,536,257 10,536,257
- RHESH — Equity securities 71,686 - 1,345,897 1,417,583
PrEemITA (FizE21) Derivative financial instruments
(Note 21) 336,416 1,548,529 - 1,884,945
AER T AEA Financial investments at fair value
%EH&ZME’\J@@HQQ through other comprehensive
(FF5E23) income (Note 23)
- B HEH RIFRE — Debt securities and certificates
of deposit - 137,943,827 - 137,943,827
- & F 5 — Equity securities - - 21,844 21,844
TEAE Financial liabilities
AAREE T ABTRZ Financial liabilities at fair value
R EE (MaE27) through profit or loss (Note 27)
-3 ~ Trading - 7,119,358 - 7,119,358
PTESBIT A (MEE21) Derivative financial instruments
(Note 21) 137,959 974,822 - 1,112,781
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5. BENAEBENAREM®) 5.  FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)
51 UUAREBEFENSETA () 5.1  Financial instruments measured at fair value (Cont'd)
(A) RAABEHZERE) (A)  Fair value hierarchy (Cont'd)
2021
—ER EER E-ER weEt
Level 1 Level 2 Level 3 Total
BRI TSR T PSR T PSR T
HK$'000 HK$'000 HK$'000 HK$'000
EMEE Financial assets
NAEE L AERZ Financial assets at fair value through
eEEE (MizE20) profit or loss (Note 20)
-5 — Trading
- [EH%5E 55 — Debt securities - 7,252,326 = 7,252,326
- sl A R B EET — Mandatorily measured at fair
AB#z - IER S value through profit or loss,
non trading
- BRES — Debt securities - 730,024 29,574 759,598
- Efth — Others = = 17,438,255 17,438,255
- R FBH — Equity securities 101,430 - 1,470,961 1,572,391
PSRBT A (FRE21) Derivative financial instruments
(Note 21) 265,547 569,417 - 834,964

AAREECTAEMEE  Financial investments at fair value
R & RIS & (Ff5£23)  through other comprehensive
income (Note 23)

- BB HF R ERHE — Debt securities and certificates
of deposit 1,559,297 135,806,213 - 137,365,510
- R ESH — Equity securities - - 49,933 49,933
SRIEE Financial liabilities
AAEE LT ABRZ Financial liabilities at fair value
cREE(ME27) through profit or loss (Note 27)
-R 54 — Trading — 6,415,312 - 6,415,312
PTHESBMIT A (MEE21) Derivative financial instruments
(Note 21) 96,576 718,094 - 814,670

AEEzeRMEERBBRFAEREE—ERESE There were no financial asset and liability transfers between level 1 and
Z B2 RS (2021 F « &) © level 2 for the Group during the year (2021: Nil).
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5. EEMBEBNARE®) 5.
51 UUAREBEFENSETA () 5.1
(B) ZE=[ERHIBEEZE (B)

FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)
Financial instruments measured at fair value (Cont'd)

Reconciliation of level 3 items

2022
SRIEE
Financial assets
DA REFA
Hib 2 mE ks
HEmRE
BEMLARE Financial
#{LEF ABE investments
Mandatorily measured at at fair value

fair value through profit or loss through other

RZMH comprehensive
Non trading income
BERES B3 7% % B3 7% 3
Debt Hith Equity Equity
securities Others securities securities
BET T BET T BT T BT T
HK$'000 HK$'000 HK$'000 HK$’000
7R2022F 1A 1H At 1 January 2022 29,574 17,438,255 1,470,961 49,933
Iz Gains
- == — Income statement
- FRFLEE — Net trading loss (960)  (1,842,186) (125,064) -
- HMARFEZ LT — Net (loss)/gain on other
ABmzemT A financial instruments
F (E518) Wak at fair value through
profit or loss (95) 634,757 - -
- Hth2E e — Other comprehensive income
- L RAARERTAEM — Change in fair value of
ZHAWRENESEE financial assets at fair value
EZAnEEE through other comprehensive
income - - - (28,089)
e Additions - 143,675,576 - -
BE - MEE REH Disposals, redemptions
and maturity - (149,370,145) - -
2022412 A31H At 31 December 2022 28,519 10,536,257 1,345,897 21,844
R2022F12 31 B Total unrealised loss for the
AR eREEREA period included in income
AR BAER statement for financial assets
ikt held as at 31 December 2022 - (10,881) - -
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5. BENEBHNARE®

51 LUAREBERENESHIAGE
(B) FE=[ERAIEEZE (&)

5.1
(B) Reconciliation of level 3 items (Cont'd)

FAIR VALUES OF ASSETS AND LIABILITIES

(Cont'd)

2021
TREE

Financial assets

SeHIMEAR A
BEEtAER
Mandatorily measured at
fair value through profit or loss

Financial instruments measured at fair value (Cont'd)

IARAAREETA
Hah 2 Ees
R E
Financial
investments
at fair value
through other

E Sl comprehensive
Non trading income
EREFH BAniES f& 1D E
Debt HAth Equity Equity
securities Others securities securities
BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
R2021F181H At 1 January 2021 - 16,415,554 - 54,109
Was Gains
- == — Income statement
- FR G MW ES — Net trading gain = 269,193 = =
- HMARFEZ(EETA — Net gain on other financial
Bams e T AF instruments at fair
s value through profit or loss = 632,813 = =
- Hb2E e — Other comprehensive income
- URAREFAHEMEER — Change in fair value of
WHemEEZ financial assets at fair value
NAEEE through other comprehensive
income - - - (4,176)
HE Additions 29,574 134,845,260 1,470,961 -
BE - &[0 & EIE Disposals, redemptions and maturity —  (134,724,565) — =
M202112 A31H At 31 December 2021 29,574 17,438,255 1,470,961 49,933
72021412 531 B#FAER)  Total unrealised gain for the period
EEEENERNET AL included in income statement
AR ER WA for financial assets held as
at 31 December 2021 - 27,990 - -

F-308
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5. BENEBHNARE®

51 HUAREFENEEMIAE)

(B) FE=[ERHIEEZE (&)
MR2022F 12 A31H R2021F 128318 28 5
FoEANeRIAFZAUAARBRFABRZZ
BENVEE R IF ETAREE

HRFELERBEEMIAR R EE T ABRMAR
AEFAHEMBEEKGEZ CREE  ARERZZY
FRAE  ERARENFTERERA THHEELE
FENTIEE2Y  ARAEEHELeRmTA
ENEE=ER - AEECELBAENZESIERFE
ZEBEE AR T ARHM

FETEENRABD2EZAHLELERN EHRFZF
BHE/ BREE  ERBREAHEBHRF -
AREBEFEEE - AEBARLEMURREEFTE
BEZFF AR MGES RENRNEARBERED
RANEATAEBER280T ¢

5. FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)

5.1 Financial instruments measured at fair value (Cont'd)

(B) Reconciliation of level 3 items (Cont'd)

As at 31 December 2022 and 31 December 2021, 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 fair value
through other comprehensive income equity shares are as follows:

TABESHE
DN AERNER
Relationship of
fHERE BERFAEESH &E unobservable inputs
Valuation method Significant unobservable inputs Range to fair value
M5B M8,/ BFIEE 34-16.4 mE/ BREgRE  AAERS

Market comparison approach Price/earning ratios

B,/ BREVFERE

Price/Book ratios

CREE/BEFE
R e 5 A

EV/EBITDA

ik JELLYIN

Liquidity discount

TR 5% NEA
Recent transaction approach N/A

(2021: 9.6 - 32.3) The higher the price/earning ratios,

the higher the fair value.

TE/REFEAS - ANERS
The higher the Price/Book
ratios, the higher the fair value.

1.5-4.4
(2021: 2.4 -8.9)

5.0-7.8
(2021: 4.0 - 20.7)

REEE, /BRI E KA
FMERS - 2AERS

The higher the EV/EBITDA ratios,
the higher the fair value.

MENERDKE S - ARERR
The higher the liquidity discount,

30.0%
(2021: 30.0%)
the lower the fair value.

NEH NEH
N/A N/A
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Notes to the Financial Statements

5. BENEBHNARE®

51 MUAREFENSMIAE)

(B) ZE=[FEREEEZE &)
ARERBEGRAZAILRME, BFEEHLE ™
&/ BEEFEGELERMOEEE FHEFE R
AIADE - FEERBE - SEARGERN EANEXR
TR BRI MR 5% (202112 A318
5%) Rl ZN £ B E b 2 TET Ak 2 RN i 1) B S 8 38 N
/R 7 851,092,000 75 (202112 A31 8 « B
2,497,000) A& # 67,295,000 7t (2021412 B 318 -
73,548,0007T) ° &I EMBRERHDO A EEXE
ZR—IEN T BR2H LR - AIiMFE R A
(EVEIRNEES: =20l sZ=pilE% v (o

52 FUAAEFENEMIA
RAERAE—RFERHIZAETSER R IREZE
TRZEMKE - WT 2 EARBRRERERIBER
ERARFHEEREMIAZARE -

R HRIRITRAMEHBEZHERES
S

AEbDz EREERBEHNEERER —FAZIH
HEREEEQAERE ©

EFERH
ABA 2 BEFERZZFBHE - BH5EEAER
B BEEREERAAERS °

L#er A e B Ry EH T A
MR ANMESH EMEB T A 2 AR EETE BT
5.1 NAAREENEBTERAZIEHER -

BEF 7
ARED 2 BEPFRENEE B R —FAE - HRE
BRAERESE -

5. FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)
5.1 Financial instruments measured at fair value (Cont'd)
(B) Reconciliation of level 3 items (Cont'd)
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 2021: 5%), the Group'’s
other comprehensive income and profit or loss would have increased/
decreased by HK$1,092,000 (31 December 2021: HK$2,497,000) and
HK$67,295,000 (31 December 2021: HK$73,548,000) respectively.
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.

5.2  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.

Debt instruments at amortised cost

The fair value of debt instruments at amortisation cost is determined by
using the same approach as those debt instruments measured at fair
value as described in Note 5.1.

Deposits from customers

Substantially all the deposits from customers mature within one year
from the balance sheet date and their carrying value approximates fair
value.

F-310
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Notes to the Financial Statements

5. BEMBENQIAE® 5.  FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)

52 FUAAEFENEEMIA(E) 5.2  Financial instruments not measured at fair value
(Cont'd)

ERITEXEFE SR F & Debt securities and certificates of deposit in issue

T A AREEEENGES 1 AL ARERFEH The fair value of these instruments is determined by using the same

BB LTE R ERBERRAZTEER - approach as those debt instruments and certificates of deposit

measured at fair value as described in Note 5.1.

#EEE Subordinated liabilities
HBETAEZ ARBEBEEMZES 1 ANARETED The fair value of the instrument is determined by using the same
B LA R ERBRAZ AR - approach as those debt instruments and certificates of deposit

measured at fair value as described in Note 5.1.

BRIAEEBREEEAAERENSRBMIAN  TRA The following tables set out the carrying values and fair values of the
ENAREFENEMTEZERMEMALE financial instruments not measured at fair value, except for the above
with their carrying values being approximation of fair values.

2022 2021
AREE ARE BREE A
Carrying value Fair value Carrying value Fair value
BT T BT T BT IT BT T
HK$°000 HK$'000 HK$'000 HK$'000
SREE Financial assets
ABEERRC ANMESTE /Y Debt instruments
BT A at amortised cost 13,229,689 13,151,875 592,486 592,486
= =R Financial liabilities
BEITEBBELFRIFHRE Debt securities and certificates
of deposit in issue 35,422,412 35,534,343 31,755,227 31,912,287
RIEARE Subordinated liabilities 5,455,215 5,157,981 5,451,286 5,604,743
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Notes to the Financial Statements

5. BENAEBENAREM®) 5.  FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)

52 FUAABEENESBTIA(E) 5.2 Financial instruments not measured at fair value
(Cont'd)

TRINFERBEAAENERMIEZ ARBEER - The following tables show the fair value hierarchy for financial

instruments with fair values disclosed.

2022
E—B& E_ER F=BK et
Level 1 Level 2 Level 3 Total
BT T BT T BT T BT T
HK$°000 HK$°000 HK$’000 HK$°000
SHMEE Financial assets
LABEER R A ERT B ERS T A Debt instruments at amortised cost 10,280,213 2,871,662 - 13,151,875
o= =R Financial liabilities
BEBITES B M RE Debt securities and certificates
of deposit in issue - 35,534,343 - 35,534,343
‘EEE Subordinated liabilities - 5,157,981 - 5,157,981
2021
EF—ER E B BB FE
Level 1 Level 2 Level 3 Total
BT T T T IT PRI IT
HK$'000 HK$'000 HK$'000 HK$'000
SRMEE Financial assets
LABEEARR A ESTERI(EHS T A Debt instruments at amortised cost = = 592,486 592,486
TRIEE Financial liabilities
BEITEE B S MIFRE Debt securities and certificates
of deposit in issue - 31,912,287 - 31,912,287
BEAE Subordinated liabilities = 5,604,743 = 5,604,743
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5. BENEBHNARE®

53 LAREBEENFEMIA
AEERE - LEERNSEETSREREEFS
BMTAEMARE-

REYFREE

REBZMEA D RIRENERFE - MEAKEZ
REMENFEECETER - MEMRBFIIIE
HOTRIGHENTTER A RIEST - A R EEEREA
BEEREXEBREXEEBER AR  YHEME
YIEFRER KB L REER - EHERSFEEFER
RERETR AEEBERESRASMAREES
% MERKREESER - RETEZRFRRBXR

() F_ERAAETER ARG ETZREE

WAOBRFE_BRZMENIRE - HREALERY)
OO ERRE (MBLEE) 2 ETEHRE R
BRMER(WABAR) - BHALLEYMEREFED
EZRNZRFELEE AR - B ERERBR/LEE
B MEREATE -

AEBZMEOUNBRR A 2 TERT @ KBS
ERRNMERANYMETS TLEMELHEE
B EREMER—BIGAFEILEF M5 ERE R
EEREE -

5. FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)
5.3 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.

0] 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
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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Notes to the Financial Statements

5. BENAEBENAREM®) 5.  FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)

53 HUAREFENFERMIA(E) 5.3 Non-financial instruments measured at fair value
(Cont'd)

REYXEREE (&) Investment properties and premises (Cont'd)

(i) BHE=ERIIT(EGTEREF (ii) Information about Level 3 fair value measurements

WA RE=ZEBRNAREEYE 2 A EHFEATS The fair value of all of the Group’s properties classified as Level 3 is
HEBSESIMA B AL - B E B Y E AR ] LR determined using either the market comparison approach or the income

M2 EEEIRE A EREE capitalisation approach, adjusted for a premium or a discount specific
to the features of the Group’s properties compared to the comparable
properties.

LWTFREANENEREHABRE=BRZAEEH The valuation methods and significant unobservable inputs used in the

MEMERANGETEREATITBERESE : fair value measurement of the Group’s properties classified as Level 3

are as follows:

TURERER
g ARENBR
EER % EXTABRAZ Weighted Relationship of unobservable
Valuation method Significant unobservable inputs average inputs to fair value
Hhx TBHBAIBMAERE MERGARMEELE 2 5.1% HEHS  AAEME -
Other properties Market comparison approach or Discount on features of the property (2021:5.7%) The higher the discount,
income capitalisation approach compared to comparable properties the lower the fair value.

MEARE AT R EAE I E F2 B2 EEATH R Discount on features of a property is determined after taken into

MELTRARENER - fIAKRE 2 TiEE) - account various factors, such as time for market movement, location,

TE -~ FEl &R MR BE R mESEM accessibility, building age/condition, floor level, size, layout, with

B o reference to the differences in features with comparable properties.
F-314
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Notes to the Financial Statements

5. BEMBENQIAE® 5.  FAIR VALUES OF ASSETS AND LIABILITIES
(Cont'd)

53 HUAREFENFERMIA(E) 5.3 Non-financial instruments measured at fair value
(Cont'd)

BB Precious metals

BB ANBERIRERMGHREREE TARNN The fair values of precious metals are determined by obtaining

BB RE - quoted market prices in active market or market quote with certain

adjustments.

(A) RAAEER (A) Fair value hierarchy
2022
E—B& E_ER E=BR et
Level 1 Level 2 Level 3 Total
BET T BT T BT T BET T
HK$'000 HK$'000 HK$'000 HK$°000
FEMEE Non-financial assets
HEYZE (MiEE24) Investment properties
(Note 24) - 13,400 545,740 559,140
M - 220 k4 (HIFE25)  Properties, plant and equipment
(Note 25)
-FE — Premises - 1,270,902 6,631,015 7,901,917
H b B EE (FizE26) Other assets (Note 26)
-B5E — Precious metals 106,835 201,222 - 308,057
2021
E—[ER FER F=ER 15
Level 1 Level 2 Level 3 Total
PR T BT T T T IT
HK$'000 HK$'000 HK$'000 HK$'000
FEREE Non-financial assets
wE M (Mi5E24) Investment properties (Note 24) = 13,400 314,210 327,610
WIZE - 234 KR (97E25)  Properties, plant and equipment
(Note 25)
-FBE — Premises - 382,604 6,893,850 7,276,454
Emh & E (fiaE26) Other assets (Note 26)
-E%8 — Precious metals 133,172 241,091 - 374,263

AEEZICRHEERNFREEE—ERRE-ER There were no non-financial asset transfers between level 1 and level 2
2 FRIEERE (2021 FF : 48) © for the Group during the year (2021: Nil).
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Notes to the Financial Statements

5. BEEMEBEBENAARE®) 5.

53 LAREENFERIAG) 5.3

(B) ZE=[ERAIEEEE

(Cont'd)

(Cont'd)

(B) Reconciliation of level 3 items

FAIR VALUES OF ASSETS AND LIABILITIES

Non-financial instruments measured at fair value

2022
FeMEE
Non-financial assets
ME - BME
B
Properties,
plant and
REYE equipment
Investment BE
properties Premises
BET T BT T
HK$°000 HK$°000
K2022F1 A1 H At 1 January 2022 314,210 6,893,850
Wz Gains
- a5 — Income statement
- REMEANERAE L — Net loss from fair value adjustments
FIETE on investment properties (6,920) -
- EMEEZFEE — Net loss from revaluation of premises - (2,989)
- H 2 AW — Other comprehensive income
- BEEMR — Revaluation of premises - (157,996)
BE Additions - 66,126
HE Disposals - (16,835)
e Depreciation - (146,960)
g Reclassification 238,450 (238,450)
(PN Transfer in - 305,900
PEHZE5R Exchange difference - (71,631)
7202212 A31H At 31 December 2022 545,740 6,631,015
R2022F 12 A31 BEER Total unrealised loss for the year included
HEMEERFEATTA in income statement for non-financial assets
Wk KIR B R4 held as at 31 December 2022
- BEMEAREFEZFEE -~ Net loss from fair value adjustments
on investment properties (6,920) -
- BEHEEZFEE — Net loss from revaluation of premises - (2,989)
(6,920) (2,989)
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5. BENEBHNARE®

5. FAIR VALUES OF ASSETS AND LIABILITIES

(Cont'd)
53 HUAREFENFERMIA(E) 5.3 Non-financial instruments measured at fair value
(Cont'd)
(B) FE=[ERHIEEZE (&) (B)  Reconciliation of level 3 items (Cont'd)
2021
HEmEE
Non-financial assets
Y - /MR
B
Properties,
plant and
A equipment
Investment BE
properties Premises
PR T PRI IT
HK$'000 HK$'000
R2021F181H At 1 January 2021 327,680 5,598,890
s Gains
- Wz — Income statement
- BEEEE TR — Net gain from revaluation of premises = 2,056
- Hfb 2 EWEs — Other comprehensive income
- FEE — Revaluation of premises = 61,401
HE Additions = 100,786
e Depreciation = (140,129)
B O Reclassification (13,470) 13,470
A Transfer in - 1,236,153
PE =58 Exchange difference = 21,223
7M2021F12A31H At 31 December 2021 314,210 6,893,850
K2021F 12 A31 BFEH Total unrealised gain for the year included in income
HEBEENF AT AW statement for non-financial assets held as
KRR BER W42 at 31 December 2021
- Bt EE2F = — Net gain from revaluation of premises - 2,056
- 2,056

BARBHE=BRNMEDRZSREEYERY
HulhBWEENE E2 8B (B RERHRE
1ERTaIE - E 28 B () THEURA G EY
FETHIRR Z AT EMEAENLE ENER - RS
FRABTAHATIBRR L TLLBRYEHE TEAER - #
MEVEER LR EELE E2RE(FE) 28
EEFEMBL KMAABRNTSERMETZ
FEZEBRNETGHE 2 EL - SIBMERBAREL

E=ER -

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. FAEWA

6. NET INTEREST INCOME

2022 2021
BT T BT
HK$'000 HK$'000
FEWA Interest income
TR 3 & H Ath & g hs Due from banks and other financial institutions
#IFRIE 950,168 486,744
EFEER Advances to customers 10,304,447 8,655,833
SRIEE Financial investments 3,249,311 2,564,111
HAth Others 27,207 14,245
14,531,133 11,720,933
FIEZH Interest expense
[F% & H A& pi 7 IRAIFIE  Due to banks and other financial institutions (965,889) (480,324)
PR Deposits from customers (4,725,928) (3,360,672)
BEBITEISE S M RE Debt securities and certificates of deposit in issue (1,158,247) (1,052,916)
BEAE Subordinated liabilities (211,639) (209,955)
HEBE Lease liabilities (28,125) (27,728)
HAh Others (269,281) (263,922)
(7,359,109) (5,395,517)
FBERE WA Net interest income 7,172,024 6,325,416

FEUARBER AR CRHEERSHBERNE
A RF B I R FI B3 H 7 Bl &8 % 14,531,133,000
T (20214 © # %11,720,933,0007T ) K& # &
7,359,109,0007L(2021 4 : ##5,395,517,0007T) °

loss respectively.

F-318

Included within interest income and interest expense are
HK$14,531,133,000 (2021: HK$11,720,933,000) and
HK$7,359,109,000 (2021: HK$5,395,517,000) for financial assets and
financial liabilities that are not recognised at fair value through profit or
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7. FRBERAEASBWA 7. NET FEE AND COMMISSION INCOME
2022 2021
BT T BT
HK$'000 HK$'000
R ERAEKA Fee and commission income
EXfEE Loan commissions 490,171 650,203
EZHe Bills commissions 228,995 186,088
BHELL Securities brokerage 184,986 312,536
IRER Insurance 170,202 228,536
E&niH Funds distribution 86,180 157,515
BARRTS Payment services 45,734 48,422
REME Safe deposit box 40,316 42,635
ERRER Credit card business 2,995 4,558
St B IRT% Trust and custody services 1,069 3,336
BEEE® Currency exchange 419 436
HAth Others 128,516 174,518
1,379,583 1,808,783
REERAEXH Fee and commission expense
B Securities brokerage (27,915) (43,814)
ERRER Credit card business (1,419) (2,487)
RIS Payment services (39) (9)
HAt Others (49,889) (46,929)
(79,262) (93,239)
FREERASWA Net fee and commission income 1,300,321 1,715,544
HARE Of which arise from
- EARAREELET AR — financial assets or financial liabilities not
EHEESERAR at fair value through profit or loss
- R E RAESIWA — Fee and commission income 702,246 818,543
- RS E AL — Fee and commission expense (8,056) (5,906)
694,190 812,637
- EREREMEFTEES — trust and other fiduciary activities
- R E RASKA — Fee and commission income 15,010 17,333
- RIgB A H — Fee and commission expense (1,289) (1,372)
13,721 15,961
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8. FEXZiWam

8. NET TRADING GAIN

2022 2021
BET T BT T
HK$'000 HK$'000
Flas (E18)IRE Net gain/(loss) from
- INER 5 R AINER HE M — foreign exchange and foreign exchange products 268,012 427,174
- METERARELDHNIERE - interest rate instruments and items under fair
value hedge 10,740 (109,839)
- — commodities (8,613) (6,446)
270,139 310,889
9. Hit e MmEE 2 FWH 9. NET GAIN ON OTHER FINANCIAL ASSETS
2022 2021
BT PR T IT
HK$'000 HK$'000
AAREZ T AR MEE Net gain on financial investments measured at fair value
Wi et & 2 5 through other comprehensive income 259,527 165,857
Hity Others 1,227 (12,565)
260,754 153,292
10. HM&ERA 10. OTHER OPERATING INCOME
2022 2021
BT PSR T
HK$'000 HK$'000
BARERBWA Dividend income from investment in securities
- ELETBERE — Unlisted investments 1,705 1,905
‘B A BIRA Gross rental income from investment properties 8,942 10,185
W BRREYFE 2 Less: Outgoings in respect of investment properties (918) (728)
HAth Others 29,376 11,153
39,105 22,515

[BRAREME 2 H | BEFAREHEKRENEZE Included in the “Outgoings in respect of investment properties” is
B 48 & 7 5 %5 329,000 7T (2021 4F ¢ 7 % 132,000 HK$329,000 (2021: HK$132,000) of direct operating expenses related
JT) ° to investment properties that were not let during the year.
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1. REEHREZERE 11. NET CHARGE OF IMPAIRMENT ALLOWANCES
2022 2021
BT T BT
HK$'000 HK$'000
TFHERTT R HE b & RIMIE R 4584 Balances with banks and (174) 1,622
other financial institutions
BER M EAMERTE Advances and other accounts (1,535,028) (1,413,149)
SRR E Financial investments (225,720) 29,533
Hih&E Other assets (1,937) 3,911
ISR Financial guarantees 89,392 (128,263)
B RS Loan commitments (11,090) 7,077
BB FRAE Net charge of impairment allowances (1,684,557) (1,499,269)
12. RKEXH 12. OPERATING EXPENSES
2022 2021
BT T BT
HK$'000 HK$'000
AFER(BREESEH:) Staff costs (including directors’ emoluments)
- Hith R B A& A — Salaries and other costs 1,607,709 1,503,886
— RIRAEAR — Pension cost 236,861 279,385
- TR A — Supplementary retirement benefits 7,080 5,930
1,851,650 1,789,201

EENZESH CREHEHTE)  Premises and equipment expenses (excluding depreciation)

- R EEEERE — leases of short-term or low-value assets 15,929 67,506
- B — Information technology 75,323 91,647
— Hfth — Others 71,233 78,547
162,485 237,700
e R Depreciation and amortisation 568,713 534,411
IZEREM BN & Auditor’s remuneration

- B RS — Audit services 10,319 10,773
- AR — Non-audit services 3,320 806

Hbgas i Other operating expenses
- ¥%INEE — Qutsourcing activities fee 378,742 353,043
- Hft — Others 514,388 414,331
3,489,617 3,340,265
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13. REVEQAAERABRZFEE 13. NET LOSS FROM FAIR VALUE
ADJUSTMENTS ON INVESTMENT
PROPERTIES
2022 2021
BT T BETIT
HK$'000 HK$'000

TEWMERANEAL ZFEE  Netloss from fair value adjustments
on investment properties (6,920)

14. HE EEYE  BHRREZ 14. NET LOSS FROM DISPOSAL/REVALUATION

REE OF PROPERTIES, PLANT AND EQUIPMENT
2022 2021
BT T PEEETIT
HK$'000 HK$'000
HEREFEE Net loss from disposal of premises (12,914) =
HERME  BEEMmNMEEZ  Netloss from disposal of equipment,
SFEE fixtures and fittings (8,508) (9,887)
BEHEEEZF (BB) kS Net (loss)/gain from revaluation of premises (2,989) 2,056
(24,411) (7,831)
15. 1A 15. TAXATION
Wanak A2 BIEAMIAT Taxation in the income statement represents:
2022 2021
BET T BT T
HK$'000 HK$'000
REATRIA Current tax
BANEH Hong Kong profits tax
- FRFTARIE — Current year taxation 503,404 388,288
- BRI — Qver-provision in prior years (12,591) (11,685)
490,813 376,603
YEINRIR Overseas taxation
- FRFTARIE — Current year taxation 57,524 125,924
— (EEBRRERE — Qver-provision in prior years (461) (3,230)
547,876 499,297
EEBE Deferred tax
TR EE R Origination and reversal of temporary differences
MARERHEE R and unused tax credits (11,707) 11,666
536,169 510,963
F-322
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15. BIE @)
H 7S RS B TR BB A 2 (5 5T B SR B R R L K
16.5% (20214 : 16.5%) 12 #& o /8 Mg F| 2 B3 I%
BAFE M ERT S FRAEBCEEFMERR
2T ERETE o

AEBBRADEMELNERYIER - BREFENEG
BEGTENHBEZRMT

15. TAXATION (Cont'd)

Hong Kong profits tax has been provided at the rate of 16.5% (2021:

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.

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:

2022 2021

BT T BT T

HK$'000 HK$'000

BB AR Profit before taxation 4,444,483 3,742,050
JEHE 16.5% (2021 4F : 16.5%) Calculated at a taxation rate of 16.5%

THEETIA (2021: 16.5%) 733,340 617,438
EMBERHEEENTE Effect of different taxation rates in other countries 28,614 48,474
R WA Income not subject to taxation (224,444) (187,346)
B LRI R 2 F s Expenses not deductible for taxation purposes 86,585 123,734
RIERBEEE Tax losses not recognised 1 2
FREFARERNRISEE Utilisation of previously unrecognised tax losses (3,161) (24)
B E Over-provision in prior years (13,052) (14,915)
TEINEIREL Foreign withholding tax (1,882) 612
BITRA N NRBINEART A Adjustment in respect of cost and distribution payment for

EEHE additional equity instruments (69,832) (77,012)
T AR Taxation charge 536,169 510,963
SRS Effective tax rate 12.06% 13.65%
16. RRE 16. DIVIDENDS

2022 2021
=1 FEk =30 k)
i BT T ot T IT
Per share Total Per share Total
HK$ HK$°000 HK$ HK$'000
A% B Dividends - - - =

2022 FWHESIKARE (2021 4F : ) ©

No dividend has been declared for the year ended 31 December 2022

(2021: Nil).
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17. BAKRBEFEAR

(a) HREM-KEE
AEELTARBEETHARTEATEEEAECGE
TS IEHI)E R 2 BRI E R P IRIR A Z et
SEHE - BEBEBERKTE - EEARBEERARE
ZEARRAEEART S 5%  MEEXZ2EAEK
AREEERNAH 25%ZE 15% 15 (BT RE ZRH%
FH) - REBHERER  IRATRASKERIRILER
FRAEFEE ™ 10 F A EF BN TURER 100% 2 B
e RIBMIFEIFENET  REMRERAMKR LR
FAER (BN s AR (R PR M) - ATUUEN 30% £ 90% Z B &
3k o EEUWIMMEEHI - BAZCGRIEATES
EUEBIFTRR

BEE(RIE S IEHI )N 2000F 12 A1 BB » NEE
IR RRBE SoRTEESTE - &t B2 ZEAB
IR B R BRI ETEAR AR - REBEABTIR
SRERRBEETEARAR °

BHZE 2022612 A318 - EHBKRAAE 2,859,000 7T
(20214F = #)75#2,138,0007C ) 2 R WA 30 1% - B&
SIRIRETEI Z (R4 EE 4 A7 41,497,000 7T (2021
F : #)B%43,885,0007T) © MASEE R ERESFE
2R AERE B4 A8 11,586,000 7T (2021 5 : #4975
#12,254,0007C) ©

(b) RERZEFTE

AEERE T —BIFFEESNAENEENTE T
FIACERRET - HZst8I T - B TRGSZRIKER
BRRE2EE  BEEMREMERKER

AN &I AR R E b MR KB T 2 BT A iB A
R o

REMZRMAZREZ & —MBEHER 2022
F12A31 AR R B EMRBESETEFE -

17. RETIREMENT BENEFIT COSTS

(a) 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 3 to 9 years of service are entitled to receive
the employer’s contributions at a scale ranging from 30% 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 2022 amounting to approximately HK$41,497,000
(2021: approximately HK$43,885,000), after a deduction of forfeited
contributions of approximately HK$2,859,000 (2021: approximately
HK$2,138,000). For the MPF Scheme, the Group contributed
approximately HK$11,586,000 (2021: approximately HK$12,254,000)
for the year ended 31 December 2022.

(b) 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 2022 by using the
projected unit credit actuarial valuation method.
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17. RBRARBRILE @) 17. RETIREMENT BENEFIT COSTS (Cont'd)
(b) RER=ZFHE(E) (b) Defined benefit schemes (Cont'd)
EARRERARAEAZ EEREREZAT ¢ The principal actuarial assumptions used as at the end of the reporting

period are as follows:

2022 2021

P2 (%) Discount rate (%) 3.75 1.6
TEHR B B ARBR F S G R R (%) Expected rate of medical insurance cost increases (%) 6.0 6.0
T8 BB RH S BN S B R 3R (%) Expected rate of social entertainment cost increases (%) 0.0 0.0
TEERRIRAS S MBI 8RR (%)  Expected rate of retirement souvenir cost increases (%) 0.0 0.0
TEHI SR E (%) Expected rate of rental increases (%) 3.0 3.0
T8 ARRR R R (%) Expected rate of withdrawal (%) 3.0-18.0 3.0-18.0
TEHASE T Expected death rate ERAODEGR BHAAOEGE
Hong Kong Hong Kong

Life Tables 2021  Life Tables 2020

EARBREARG EFERERRZGURIEDTAT ¢ A quantitative sensitivity analysis for significant assumptions as at the
end of the reporting period is shown below:

2022

REFZEF REFN=BH

AiEZ gz

#i,/ (RD) &2,/ (i)

Increase/ Increase/

(decrease) (decrease)

3| in defined b &@ D> in defined

Increase benefit Decrease benefit

in rate obligations in rate obligations

% BT T % BT T

HK$’000 HK$'000

EIpE Discount rate 0.1 (1,930) 0.1 1,980
BHERERRFA ST IERR Expected rate of medical insurance cost 0.5 10,050 0.5 (8,850)

2021

FE w7 FE N A A

AEZ EEZ

1#m,/ Cad) #in,/ Ofid)

Increase/ Increase/

(decrease) (decrease)

[ S:i| in defined i P in defined

Increase benefit Decrease benefit

in rate obligations in rate obligations

% AT % BT

HK$'000 HK$'000

IERS Discount rate 0.1 (3.230) 0.1 3,320
TEREERRFA G RE Expected rate of medical insurance cost 0.5 16,670 0.5 (14,490)
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17. SRIRERIBA () 17. RETIREMENT BENEFIT COSTS (Cont'd)

(b) RER=ZFHE(E) (b) Defined benefit schemes (Cont'd)
FHSRESTERBEAREERE 2 SBEEEHE The sensitivity analysis above has been determined based on a method
HAEN= B EE 2 E - that extrapolates the impact on defined benefit obligations as a result

of reasonable changes in key assumptions occurring at the end of the
reporting period.

fEAR A W am R MR AT BN AR AT The total expenses recognised in the consolidated income statement in
respect of the plan is as follows:

2022 2021
BET T BT
HK$'000 HK$'000

FE =TS Defined benefit schemes
— B HA RIS AR — Current service cost 3,730 3,950

— BERIEAA — Past service cost

- FrElse — plan amendment 940 ~
- FFEEH — Net interest cost 2,410 1,980
FEgunt Total expenses 7,080 5,930
S 2R AR 2N AT The total expenses recognised in the consolidated statement of

comprehensive income in respect of the plan is as follows:

2022 2021
BT PSR T
HK$'000 HK$'000
FEM=mctE Defined benefit schemes
- REFEEENBE RS — Actuarial gains arising from changes in Assumptions (52,810) (8,650)
- KRR EENBEERE — Actuarial losses arising from experience adjustments 4,160 4,720
NeEREXRERNFERF  Components of defined benefit costs
AN EZB 5 recognised in comprehensive income (48,650) (3,930)
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17. SRIRERIBA () 17. RETIREMENT BENEFIT COSTS (Cont'd)
(b) RER=ZFHE(E) (b) Defined benefit schemes (Cont'd)
RETEIWBREZFHNT The movement in respect of the plan is as follows:
2022 2021
BT T BT T
HK$'000 HK$'000
BAEE Benefit liability
®1A1RH At 1 January 152,660 154,160
& RS A A Current service cost 3,730 3,950
B EPRIGEAR Past service cost
ik B¢ — plan amendment 940 =
EH B EH Net interest cost 2,410 1,980
BHTERE (BR) R Actuarial (gain)/losses on remeasurement (48,650) (3,930)
TBHZ [~ R Benefit paid (4,320) (3,500)
M12A31H At 31 December 106,770 152,660
RAENEm @M T SRR 2 FEAFRASZ AT Expected payment to the defined benefit plan in future years are as
follows:
2022 2021
BT T BT IT
HK$'000 HK$'000
RE12MEAAA Within the next 12 months 3,420 3,210
2FESF Between 2 and 5 years 15,180 14,670
6FE10%F Between 6 and 10 years 21,550 20,580
10 LA Over 10 years 276,570 281,050
TEARAR RIS, Total expected payments 316,720 319,510
AEN @B ABEEREARZ FHABRE19F - The average duration of the defined benefit obligations at the end of

the reporting period is 19 years.
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18. EX SEEEAERITEAER 18. DIRECTORS’, SENIOR MANAGEMENT’S
< AND KEY PERSONNEL'S EMOLUMENTS

(@) ES=M= (a) Directors’ emoluments

REEREBRANRITES ARNRITREENEAR] Details of the emoluments paid to or receivable by the directors of the

Rtz R B RE KR e IS T ¢ Bank in respect of their services rendered for the Bank and managing

the subsidiaries within the Group during the year are as follows:

2022 2021
BT T PR T IT
HK$'000 HK$'000
e Fees 3,110 2,924
H B Other emoluments 26,073 19,665
29,183 22,589
(b) CGS5TEREEAERTEAENEMH (b) Remuneration for Senior Management and Key
Personnel under CG-5
BEERBRLE ZCG-5(BENEMEIEIRS|)  KAE Pursuant to CG-5 Guideline on a Sound Remuneration System issued
EREEZEHEEAEBRTE A ENHIMES M0 by the HKMA, details of the remuneration for Senior Management and
T Key Personnel of the Group during the year are as follows:
(i) FRE R 1EF 195 (i) Remuneration awarded during the year
2022
BREEAR TEAE
Senior Management Key Personnel
FEE FEE
Non- B - Non- B -
deferred Deferred Total deferred Deferred Total
BETT BETT BETT BRI BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bl Z Fixed remuneration
Be Cash 30,559 - 30,559 23,188 - 23,188
Efta Other forms 3,589 - 3,589 1,874 - 1,874
FEEH Variable remuneration
B Cash 6,791 9,291 16,082 7,402 4,934 12,336
40,939 9,291 50,230 32,464 4,934 37,398
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18. EX SEEEABRTEAE

€ ()

(b) CG5TEREEAERTEASHEMH

(&)

() REXRTRIFB (&)

18. DIRECTORS’, SENIOR

MANAGEMENT’S AND

KEY PERSONNEL'S EMOLUMENTS (Cont'd)

(b) Remuneration for Senior

Management and Key

Personnel under CG-5 (Cont'd)

(i) Remuneration awarded during the year (Cont'd)

2021
BREBAS EZIN-
Senior Management Key Personnel
JHET JHER
Non- I FCh Non- B ECE
deferred Deferred Total deferred Deferred Total
BETT RETT BRI BETT BRI BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Bl Z Fixed remuneration
Be Cash 30,473 = 30,473 24,430 - 24,430
EftRat Other forms 4,222 - 4,222 1837 - 1837
B Variable remuneration
Re Cash 7,093 9,447 16,540 7,651 5,627 13,278
41,788 9,447 51,235 33,968 5,627 39,595

A FHMERE108 Q20214 : NMB)SREBAER
134 (2021 F : 158) EE A8 ° #2022F 12 A 31

RAERIA B R EERET o

(i)  EEZFHB

The remuneration above includes 10 (2021: 11) members of Senior

Management and 13 (2021: 15) mem
members is as of 31 December 2022.

(i)  Deferred remuneration

bers of Key Personnel. The list of

2022 2021
SREBAE BRERAS
Senior FEABR Senior FEAE
Management Key Personnel Management  Key Personnel
BT T BT T BT ok e
HK$'000 HK$'000 HK$'000 HK$'000
5 R 57 P Deferred remuneration
[m Vested 8,709 4,900 8,300 4,217
=B Unvested 18,911 9,270 18,490 9,496
27,620 14,170 26,790 13,713
®w1A1H At 1 January 18,490 9,496 17,343 8,086
BIRT Awarded 9,291 4,934 9,447 5,627
B3 Paid out (6,158) (2,611) (4,720) (1,498)
BER(FAFRE Paid out for members
EBZIARIAR) not in this category at
the end of this year (2,551) (2,289) (3,580) (2,719)
2 B Resignation (161) (260) = -
»12A31H At 31 December 18,911 9,270 18,490 9,496
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18. EE  EEEEAERTIEAE
€ ()

(b) CGS5TEREEBAERTEASRSEN
(&)

REBERE  ADOERNSHEEABRIBEAS

TiRES S ROBR MBI E 3 DEE -

BAE BEFREEEEENSREEA
HERRBRERERT  BREH &K
ﬁﬁ@%& CHTES - BEleR BE - AMmERE
EEgME RERARELE

= TBAR  HAXRBEES REREBRASE -
HERREEEATE  HEABEHRERE
BREEK BAFE  UBNEEEZEN
AE - BREZAIFHPAKE  T2HEA
RIE—HEA  RH5TE  URHERERES
BEEZENBEBLE —BEA -

RZEAHTERENBERBY  ElHTEE &
PEIRAENTBEAEBEHZE2022F12A31BILEE
NEHMNAEE - AEEEEEMRE  RBieR
tﬂﬁﬁ%aéé%ém%%ﬁ%‘%m%Em%?\éém‘%i&%%
ELEATE

18.

(b)

DIRECTORS’, SENIOR MANAGEMENT’S AND
KEY PERSONNEL'S EMOLUMENTS (Cont'd)

Remuneration for Senior Management and Key
Personnel under CG-5 (Cont'd)

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.

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 Chief Executive,
Alternate Chief Executive, Executive Directors, Deputy Chief
Executives, Chief Officers, other members of Management,
Board Secretary and General Manager of Audit Department.

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 profit,
including heads of material business lines with direct generation
of profits, heads of major subsidiaries, head of trading, as well
as heads of risk control functions with direct influence.

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 2022 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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19. BEFRE - FHREMBRITRHE 19. CASH, BALANCES AND PLACEMENTS
ft & BB Y A5 BR WITH BANKS AND OTHER FINANCIAL
INSTITUTIONS
2022 2021
BT T BT
HK$'000 HK$'000
EFR e RFHERTT R H AL Cash and balances with banks and other
TR R financial institutions
-EEFRe — Cash 590,060 544,912
— TER RERT TR A B — Balances with central banks 18,033,681 21,546,067
- FEHERTT R E M & Bt — Balances with banks and other financial institutions
HIASER 4,639,087 8,259,558
- FESRIT R E M & B s — Placements with banks and other financial
— & A A EIHR 2 7E BifF institutions maturing within one month 39,150,873 34,353,172
62,413,701 64,703,709
BB Impairment allowances (346) (397)
62,413,355 64,703,312
ERTREMESREE—S Placements with banks and other financial institutions
+ = 1@ A AEIH 2 FE BRfF AR maturing between one and twelve months 4,601,699 2,684,305
BB ZEE Impairment allowances (281) (164)
4,601,418 2,684,141
67,014,773 67,387,453
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19. EERT FRERERBRITRAE 19. CASH, BALANCES AND PLACEMENTS
fb BBV R () WITH BANKS AND OTHER FINANCIAL
INSTITUTIONS (Cont'd)
FERREEE 2 BT An analysis of changes in the corresponding impairment allowances is,
as follows:
PR -l 244 E=REER st
Stage 1 Stage 2 Stage 3 Total
BET T BT T BT T BT T
HK$'000 HK$’000 HK$’000 HK$'000
1K2022F1 A1 H At 1 January 2022 (561) - - (561)
b=l Addition (608) - - (608)
2\ TR E R (B IEMIEH) Derecognised or repaid
(excluding written off) 503 - - 503
VERIEESE ZGEolE % Changes to inputs used
for impairment calculations (69) - - (69)
G| Amounts written off - - - -
b W = FH Exchange difference 108 - - 108
7K2022F 12 A31H At 31 December 2022 (627) - - (627)
F—PEER FE[EE F=[EER HeET
Stage 1 Stage 2 Stage 3 Total
BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
R2021F1 818 At 1 January 2021 (1,977) - (75,380) (77,357)
S yill Addition (511) - - (511)
1R TER S E R (B IEMEE) Derecognised or repaid
(excluding written off) 1,752 - - 1,752
VEREES 2 GO Changes to inputs used
for impairment calculations 381 - - 381
58 Amounts written off = = 77,504 77,504
bE . ZRE Exchange difference (206) = (2,124) (2,330)
72021412 A31H At 31 December 2021 (561) - - (561)
F-332
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20. AAEREFTABECERMEE 20. FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS
BHEND S
ERMLABE
Mandatorily measured at fair value
through profit or loss

X5t ¥R @t

Trading Non trading Total
2022 2021 2022 2021 2022 2021
BT BETT BETT BETT BT Voot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RAREYR At fair value

FE% Treasury bills 6,180,799 7,252,326 - - 6,180,799 7,252,326
Tk Certificates of deposit 190,238 - - - 190,238 -
HthERES Other debt securities 249,875 - 39,200 759,598 289,075 759,598
6,620,912 7,252,326 39,200 759,598 6,660,112 8,011,924
RipEz Equity securities - - 1,417,583 1,572,391 1,417,583 1,572,391
At Others - - 10,536,257 17,438,255 10,536,257 17,438,255
6,620,912 7,052,326 11,993,040 19,770,244 18,613,952 27,022,570

M20226 12 A31 B  BERERURAABE LT A As at 31 December 2022, there were no financial assets designated at

B SREE (2021 ) ©

fair value through profit or loss (2021: Nil).

AREE S ABRZEMEER itz S M Financial assets at fair value through profit or loss are analysed by place

T

of listing as follows:

BEIMERA R
BT ABER
Mandatorily measured at
fair value through
profit or loss

Ro M ERBMH
Trading Non trading
2022 2021 2022 2021
BT T BT T BEET T BT T
HK$°000 HK$'000 HK$°000 HK$'000
B ES Debt securities
- REBEABLAIN T — Listed outside Hong Kong 25,518 = - =
-3EET — Unlisted 6,595,394 7,252,326 39,200 759,598
&1 B 25 Equity securities
- RBEBLAIN ETH — Listed outside Hong Kong - - - 101,430
-3k — Unlisted - - 1,417,583 1,470,961
HAh Others
- Em — Unlisted - = 10,536,257 17,438,255
6,620,912 7,252,326 11,993,040 19,770,244
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20. DAEBELHABECEMEE
)

i

—~

3

AREB A ABRZ EREEREITTHREZ RN
T

20. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (cCont'd)

Financial assets at fair value through profit or loss are analysed by type
of issuer as follows:

BB AR
Bt AER
Mandatorily measured at
fair value through
profit or loss

B RS M

Trading Non trading
2022 2021 2022 2021
BT T BT BT BT
HK$’000 HK$'000 HK$’000 HK$'000
BELERE Sovereigns 6,180,799 7,252,326 - -
YN=-L1v] Public sector entities 84,098 = - =
TR H M & RS Banks and other financial institutions 306,428 - 10,536,257 17,438,255
/NI Corporate entities 49,587 - 1,456,783 2,331,989
6,620,912 7,252,326 11,993,040 19,770,244

21. $TESRTAERY PSR

SEFTZTIEER  MEXLERBENTESRTA
BREEENEREE A

B EPRENARRE — B R E S EINE A AGE o

B MERECBEEEZIR A RIER SR m
B - RHINBREXBMARER - R (WEE
MEREFHNE)XE B (WRESEH) HA LR
FHA (MRXEBNEEH) - RELERRHELH
O RER G BRGNS

SMNERERIEENE T (LET) KRB (AN R
HERRE R EARIARK —ERFBRROENE
REE (RBHR) XEH (RAHE) —EHENS
BT A ey (MIFFGE) B —EiHeE - & REISNER
% MENESHBETWE—ENEEE - A&E
HIS MR EE T T ESZIMBREER

21. DERIVATIVE FINANCIAL INSTRUMENTS AND
HEDGE ACCOUNTING

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.
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21. PTAESmIAREPEST @

FEBZITESRIASH AEBEREQAEF
FIRT R - RPASHTANEGK AR HREET
REERBERAARATHRZIRZE  METEMITAZ
B/ AFBERREHRT —(AREERBERAMER
MAREEEXBEMNHLER - BR - U TRER
e RBARRMB S RAE RN ARE - AfEE
RRAEE TGN (EERRKTIHELR o BEEEDT
EERMTASNGTHEBNER  mENERELE
ERERNNE  TESRTANGBENEELEEN
(BE)I TN (AB)WEE  BLUFETRENRY
BEEBARKE)

(@) PTEEMTA

AEFEETHIMTEERR SN EIEZBNERREP

%ﬁ% o KEERFE RREZEMSRBOHITEERR 51
B BN A S B R HR AR BEBOR KR E -

THEERMERANERRITRAOMNXEAR  REER
WEZEMBE EHANITEEM ATETRS ° |
ITEEMmRX HELENER %Kﬁ*%%%ﬁl%ﬁu RIRIES] -
WHFTRZERERR - ERITEEMR 5 VAL
NGEN =0 JJA?ETT%;: MZEIE  mERE
1 o

21. DERIVATIVE FINANCIAL INSTRUMENTS AND
HEDGE ACCOUNTING (Cont'd)

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.

(a) 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.
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21. fTESRIARBHET W 21. DERIVATIVE FINANCIAL INSTRUMENTS AND
HEDGE ACCOUNTING (Cont'd)
(a) fTEEBITA®E) (@) Derivative financial instruments (Cont'd)
TREASETESMIARI12A31BZEH,/4 The following tables summarise the contract/notional amounts and fair
HBUBMAE - value of each class of derivative financial instrument as at 31 December:
2022
=y ARE
BREE Fair values
Contract/
notional EE 8f&
amounts Assets Liabilities
BET T BET T BT T
HK$'000 HK$'000 HK$'000
EEREH Exchange rate contracts
BVEA R 3 A Spot and forwards 13,424,969 485,638 (274,076)
1= 5 Swaps 68,074,050 620,072 (439,025)
SNFERZ 5 HR e Foreign currency options
- B AHAE — Options purchased 1,400,943 157,027 (121,422)
- HHHEE — Options written 1,400,943 16,985 (52,650)
84,300,905 1,279,722 (887,173)
FIEEL Interest rate contracts
= 51 Swaps 44,654,907 600,330 (224,562)
Ema 4 Commaodity contracts 453,723 4,893 (1,046)
129,409,535 1,884,945 (1,112,781)
2021
a8/ RAE
HEEEE Fair values
Contract/
notional BE =N
amounts Assets Liabilities
BT IT BT BT T
HK$'000 HK$'000 HK$'000
EXREHL Exchange rate contracts
BVEA % i B Spot and forwards 5,982,586 281,426 (108,275)
=i Swaps 47,764,446 237,686 (244,682)
HINER Z HifE Foreign currency options
- B AR — Options purchased 981,200 75,561 (20,204)
- B A — Options written 981,200 19,974 (49,604)
55,709,432 614,647 (422,765)
MEEH Interest rate contracts
=8 Swaps 93,256,035 211,510 (384,668)
LR Commodity contracts 820,999 8,807 (7,237)
149,786,466 834,964 (814,670)
F-336
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21. PTAESmIAREPEST @

(b) HHEF

RAEHE

ANER BRI PR = 1 Y & 4% B T 5 ) 2K 5| B & B
BEAEZH -

TRBE T 20225 12 A 31 BUAFISES HZI 2B 5
RZEPTEMEH, AR EHE -

21. DERIVATIVE FINANCIAL INSTRUMENTS AND
HEDGE ACCOUNTING (Cont'd)

(b) Hedge accounting

Fair value hedges

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 2022 by remaining contractual
maturity.

2022
—fBAR -2=fif =Zt+=fA -1 RENE

Up to 1t03 3to 12 1t05 Over &t

1 month months months years 5 years Total

BETT BT BB BB BT BETT

HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000

sl Interest rate swaps 241,730 - 659,690 8,176,865 294,944 9,373,229

2021

—f8AR —2=fif =Et+=fiA —ZRfF AFE

Upto 1103 3t012 1105 Over &t

1 month months months years 5 years Total

BETT BETT BETTL BETT BETTL AETT

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

& Interest rate swaps - - 1,019,718 5,600,425 100,000 6,720,143
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21. PTAESmIAREPEST @

(b) EHEF (8

21. DERIVATIVE FINANCIAL INSTRUMENTS AND
HEDGE ACCOUNTING (Cont'd)

(b) Hedge accounting (Cont'd)

RIEEF () Fair value hedges (Cont'd)
AREREATAZHBSREAT ¢ The amounts relating to items designated as hedging instruments are as
follows:
2022
FA AR RS
BXREHD 2
DRE DRERE
Fair values Change in
&/ fair value
EREE used for
Contract/ recognising
notional BE afE hedge
amounts Assets Liabilities ineffectiveness
BT BT BET T BETT
HK$'000 HK$’000 HK$’000 HK$’000
TEERTIA Derivative financial instruments
| S B Interest rate swaps 9,373,229 391,718 5,725 -
2021
FA AR SR
BHEHD 2
NRE ARAEEE)
Fair values Change in
a8/ fair value
REHE used for
Contract/ recognising
notional BE BfE hedge
amounts Assets Liabilities  ineffectiveness
BT T BT ST FEEET T
HK$'000 HK$'000 HK$'000 HK$'000
THEEBMTA Derivative financial instruments
SRt Interest rate swaps 6,720,143 12,262 148,141 =
F-338
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21. PTAESmIAREPEST @ 21.

(b) EHEF (8

RAEH ()

WEHIAE 2 HASTAT

HEDGE ACCOUNTING (Cont'd)
(b) Hedge accounting (Cont'd)

Fair value hedges (Cont'd)

The amounts relating to hedged items are as follows:

2022
sTARREER
A REHH
AEBRTTEH
Accumulated
amount of fair
value hedge

DERIVATIVE FINANCIAL INSTRUMENTS AND

AR &
SRR RER 2
ZEERE
Change in

adjustment  value used for
BREIfE  included in the recognising
Carrying carrying hedge
amounts amounts ineffectiveness
BT T BET T BT T
HK$'000 HK$'000 HK$'000
SRR E Financial investments
BB HRFRE Debt securities and certificates of deposit 9,054,605 (315,747) -
2021

ST ARREE

RNAEE
AERGTEEHE FADARE R %
Accumulated SRR ED 5
amount of fair 2 EEZE
value hedge Change in
adjustment value used for
8RMME  included in the recognising
Carrying carrying hedge
amounts amounts ineffectiveness
BT T PR T BT
HK$'000 HK$'000 HK$'000

ERIEE Financial investments

B BHRFRE Debt securities and certificates of deposit 7,006,977 175,395 =
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21. PTAESmIAREPEST @

(b) HWEFE)
RAEH (&)
TEREH BB B LT

21. DERIVATIVE FINANCIAL INSTRUMENTS AND
HEDGE ACCOUNTING (Cont'd)

(b) Hedge accounting (Cont'd)

Fair value hedges (Cont'd)

Hedge ineffectiveness recognised is as follows:

2022 2021
BET T BETIT
HK$'000 HK$'000

FR G Net trading gain

(0 EERERE

R2022F 12 A31 8 @ $HRetBEPIEENFELT
AT ERAH, RESEHE4,841,000,0007(2021
& : B 4,841,000,000 L) RERAEEE BT HES
ERFNRN BV EAGEE BEREEF RN EETH
E AR R REE - EREESRITAEE BN 202143
AERASD ETMBERITRER SEEFR RS
2021412 A31 BB ME2023F6 A30H 2% -
REFRORBRAEDPEBR T E12023F6 300 2
AT 2 BALASE T e R 1T R 297 B B EF = (B A9 Fl| ==
PTETE B EBM2EANETHRBBRITRE
FEEERRFENFRTETR  FAABLEFR
4 T AR EBEEEN R ESCGREATE ] o

(c) Interest rate benchmark reform

At 31 December 2022, HK$4,841,000,000 (2021: HK$4,841,000,000)
of the contract/notional amounts of interest rate derivatives designated
in hedge accounting relationships represent the extent of the risk
exposure managed by the Group that is directly affected by interest rate
benchmark reform and in scope of Phase 1 amendments. The exposure
at current year end excluded interest rate derivatives referenced to
USD LIBOR maturing before 30 June 2023, except those referenced
to 1-week and 2-month USD LIBOR, after the announcement by the
Financial Conduct Authority (“FCA"), the UK regulator, in March 2021
that the publication date of most USD LIBOR tenors are extended from
31 December 2021 to 30 June 2023. Therefore, these exposures will
expire before a transition is required.

F-340
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22. EXRKHEMRIE 22. ADVANCES AND OTHER ACCOUNTS
2022 2021
BT T BT
HK$'000 HK$'000
EAER Personal loans and advances 56,085,284 63,247,755
NE|ER Corporate loans and advances 237,680,000 232,315,106
ZEFEER Advances to customers 293,765,284 295,562,861
BEZEE Impairment allowances (4,064,989) (4,013,016)
289,700,295 291,549,845
COES S Trade bills 610,399 487,550
AR Impairment allowances (39) (30)
610,360 487,520
RIT R E M BB R Advances to banks and other financial institutions 156,566 =
BEZEE Impairment allowances (32) =
156,534 -
290,467,189 292,037,365

R2022F12 8310 BFEX
885,929,000 7T (2021 4F : &% 543,479,0007T) °

BIREE BB

F-341

As at 31 December 2022, advances to customers included accrued
interest of HK$885,929,000 (2021: HK$543,479,000).
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22. EXRREHMERE (@)
12 Y IR (A O BT 2 48 B R I L e B T R S B 5 A 4

22. ADVANCES AND OTHER ACCOUNTS (Cont'd)

Gross advances and other accounts before impairment allowances are

8 analysed by stage classification as follows:
2022
E—PEER EPEE E=PEER st
Stage 1 Stage 2 Stage 3 Total
BET T BET T BETT BET T
HK$'000 HK$'000 HK$000 HK$'000
EPEHN Advances to customers 282,845,566 7,423,013 3,496,705 293,765,284
B5ZE Trade bills 610,399 - - 610,399
RITRE M REEER Advances to
banks and other
financial institutions 156,566 - - 156,566
wet Total 283,612,531 7,423,013 3,496,705 294,532,249
2021
F—REER FEFEEL F=RER et
Stage 1 Stage 2 Stage 3 Total
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
BPER Advances to customers 286,360,971 4,772,799 4,429,091 295,562,861
8525 Trade bills 487,550 - = 487,550
RITREME REEER Advances to
banks and other
financial institutions - - - -
ks Total 286,848,521 4,772,799 4,429,091 296,050,411
F-342
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22. EXRREHMERE (@)
IERREEE Y B AT

22. ADVANCES AND OTHER ACCOUNTS (Cont'd)

An analysis of changes in the corresponding impairment allowances is,

as follows:
F-RE FERE E=HE st
Stage 1 Stage 2 Stage 3 Total
BETT BETT BETT BETT
HK$'000 HK$’000 HK$°000 HK$'000
R2022F1H1H At 1 January 2022 (1,313,109) (167,896) (2,532,041) (4,013,046)
bl Addition (759,779) - - (759,779)
#IEERHER (T BIEMEH) Derecognised or repaid
(excluding written off) 518,343 71,395 84,671 674,409
HEE—[AE Transfers to Stage 1 (14,400) 14,400 - -
BED_E Transfers to Stage 2 20,988 (20,988) - -
BEE=RE Transfers to Stage 3 17,431 48,669 (66,100) -
HANERE B 2 Rl e A E B RS Impact on period end ECLs
REHIERNTE of exposures transferred
between stages during
the period 7411 (376,499) (531,302) (900,390)
RE2HMEE Changes to inputs used for
impairment calculations 98,068 (96,888) (550,448) (549,268)
W EIE #isEERIE Recoveries - - (24,238) (24,238)
MisHz &5 Loans written off - - 1,307,438 1,307,438
N ERE Exchange difference 53,214 4,934 141,666 199,814
R2022%F 12 A31H At 31 December 2022 (1,371,833) (522,873) (2,170,354) (4,065,060)
E—REER AR F=PRE FCE
Stage 1 Stage 2 Stage 3 Total
BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000
R2021F1A1H At 1 January 2021 (1,228,412) (96,965) (1,804,583) (3,129,960)
b=yl Addition (805,059) - - (805,059)
BIEERKER (T BRIEMEH) Derecognised or repaid
(excluding written off) 538,184 38,487 524,281 1,100,952
BEEE—IAE Transfers to Stage 1 (40,180) 40,180 = =
ERERE Transfers to Stage 2 14,024 (14,024) = =
EEE=RE Transfers to Stage 3 31,378 644 (32,022) -
HNERE R MRREAZZEES  Impact on period end ECLs of
HREHEANTE exposures transferred between
stages during the period 33,784 (119,642) (1,270,175) (1,356,033)
RE2HMEE Changes to inputs used for
impairment calculations 185,574 (18,701) (519,882) (353,009)
Yol 2 i SEBRTE Recoveries = = (84,473) (84,473)
iz ER Loans written off = = 678,059 678,059
fE N Z% Exchange difference (42,402) 2,125 (23,246) (63,523)
R 20214612 A31H At 31 December 2021 (1,313,109) (167,896) (2,532,041) (4,013,046)
F-343
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23. £@KRE 23. FINANCIAL INVESTMENTS
2022
DA RER{LET
AH b2 EKE
At fair value VR 373
through other et &
comprehensive At amortised e
income cost Total
BT T BT T BEET T
HK$'000 HK$'000 HK$'000
E% Treasury bills 60,061,111 11,212,935 71,274,046
HAiERHE S Other debt securities 74,512,517 2,018,018 76,530,535
134,573,628 13,230,953 147,804,581
FRE Certificates of deposit 3,370,199 - 3,370,199
BREEHFRITRERTE Total debt securities and
certificates of deposit 137,943,827 13,230,953 151,174,780
B Impairment allowances - (1,264) (1,264)
137,943,827 13,229,689 151,173,516
i 7 % Equity securities 21,844 - 21,844
137,965,671 13,229,689 151,195,360
F-344

#1571 % 4545 « NANYANG COMMERCIAL BANK 2022 ANNUAL REPORT %R ¢ www.ncb.com.hk

199



200

RAFS IR AR MIEE

Notes to the Financial Statements

23. SEREw@® 23. FINANCIAL INVESTMENTS (Contd)
2021
AR ERLE
AE At 2 E
At fair value LA
through other BAERT 2
comprehensive At amortised 4t
income cost Total
BT T BT T BT
HK$'000 HK$'000 HK$'000
[ % Treasury bills 52,059,928 = 52,059,928
HhEES Other debt securities 82,293,940 = 82,293,940
134,353,868 134,353,868
TFRE Certificates of deposit 3,011,642 - 3,011,642
BSESRTABRE Total debt securities and
certificates of deposit 137,365,510 - 137,365,510
Eith Others - 592,486 592,486
B Impairment allowances = - -
= 592,486 592,486
f&1n &% Equity securities 49,933 = 49,933
137,415,443 592,486 138,007,929
F-345
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23. £RRE®

HERARREZ(L AR EERE 2 S BIE R

EEE T BEAHET -

23. FINANCIAL INVESTMENTS (Cont'd)

An analysis of changes in the corresponding impairment allowances of

financial investments at fair value through other comprehensive income

is, as follows:
E-REER ERER EZRR Bt
Stage 1 Stage 2 Stage 3 Total
BETT BETT BETT BETT
HK$'000 HK$'000 HK$’000 HK$'000
®20221 18 At 1 January 2022 (97,269) - (182,098) (279,367)
bl Addition (23,587) - - (23,587)
& R Sk E R (TR AEMEH) Derecognised or repaid
(excluding written off) 28,483 - - 28,483
RE2HMEE Changes to inputs used
for impairment calculations (8,179) - (1,246) (9,425)
bE =5 Exchange difference 1,010 - 1,215 2,225
R 2022612 8318 At 31 December 2022 (99,542) - (182,129) (281,671)
15 ERRER F=PRE et
Stage 1 Stage 2 Stage 3 Total
BB BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
R2021F1A1H At 1 January 2021 (58,907) - (181,024) (239,931)
2 Addition (50,639) = - (50,639)
2 ERER Sk B (TR fEHEH) Derecognised or repaid
(excluding written off) 19,384 - - 19,384
REL B Changes to inputs used
for impairment calculations (5,575) - (1,074) (6,649)
EEHZR Exchange difference (1,532) - - (1,532)
72021612 A31H At 31 December 2021 (97,269) - (182,098) (279,367)
F-346
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23. £RRE®

MER AR AR E 2 S BIRE MBEEF Z 2L

23. FINANCIAL INVESTMENTS (Cont'd)

An analysis of changes in the corresponding impairment allowances of

DITEAT financial investments at amortised cost is, as follows:
F—IERR EREER E=HE st
Stage 1 Stage 2 Stage 3 Total
BETT BETT BETT BETT
HK$'000 HK$°000 HK$'000 HK$'000
®2022%1H1RH At 1 January 2022 - - - -
bl Addition (1,264) - - (1,264)
RE2 S EE Changes to inputs used for
impairment calculations - - (219,927) (219,927)
Mz &3 Loans written off - - 217,539 217,539
ERER Exchange difference - - 2,388 2,388
M 20226124318 At 31 December 2022 (1,264) - - (1,264)
SRR FEPRER F=PRER wst
Stage 1 Stage 2 Stage 3 Total
BT AT BT wETT
HK$'000 HK$'000 HK$'000 HK$'000
R2021F1 818 At 1 January 2021 (12,115) (55,322) - (67,437)
KRS E R (TR EHEH) Derecognised or repaid
(excluding written off) 12,115 - - 12,115
ERE R Transfers to Stage 3 = 55,322 (55,322) =
HE2HREE Changes to inputs used
for impairment calculations - - 55,322 55,322
M 202112 A31H At 31 December 2021 - - - -
F-347
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23. ERIRE ®)
SR B iy HEIT -

23. FINANCIAL INVESTMENTS (Cont'd)

Financial investments are analysed by place of listing as follows:

2022
DA REE{LE
AH 2 mE
At fair value DA eR
through other At E
comprehensive At
income amortised cost
BET T BET T
HK$'000 HK$'000
BEESRERFH Debt securities and certificates of deposit
-REBE LT — Listed in Hong Kong 11,323,646 -
- REBAINET — Listed outside Hong Kong 6,509,470 -
17,833,116 -
-3k — Unlisted 120,110,711 13,229,689
137,943,827 13,229,689
& 10 &% Equity securities
- 3EET — Unlisted 21,844 _
5T Total 137,965,671 13,229,689
HEEHHEZ EMESME  Market value of listed securities at amortised cost -
2021
AR EE A
AH M2 E
At fair value LABE £
through other BXANERT 2
comprehensive At
income amortised cost
BT T PRI
HK$'000 HK$'000
BT RE 77 RAF RAE Debt securities and certificates of deposit
-REBLEM — Listed in Hong Kong 16,850,300 =
- RBEBLAIN ETh — Listed outside Hong Kong 10,362,245 =
27,212,545 -
-3ELEm™ — Unlisted 110,152,965 -
137,365,510 -
HAth Others
-3kt — Unlisted - 592,486
& 10 B % Equity securities
-3EET — Unlisted 49,933 =
#t Total 137,415,443 592,486
REZIHBz EmEFmE

Market value of listed securities at amortised cost

F-348
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23.
ERBRERBTHEZBENT ¢

SRIRE ()

23. FINANCIAL INVESTMENTS (Cont'd)

Financial investments are analysed by type of issuer as follows:

2022

DA REE{bE

AH 2 E K
At fair value 8: 353
through other RA{ERT &
comprehensive At
income amortised cost
BT T BET T
HK$°000 HK$°000
BELER Sovereigns 60,061,111 11,212,627
NE BN Public sector entities 3,029,029 301,379
RITREM S RS Banks and other financial institutions 52,741,552 1,515,299
AR Corporate entities 22,133,979 200,384
137,965,671 13,229,689

2021

AR EE G

AEAM 2 E S
At fair value VAR 84
through other B ANERT 2
comprehensive At
income amortised cost
BT BT
HK$'000 HK$'000
BHEE Sovereigns 52,139,025 =
NV Public sector entities 2,969,648 =
HRITREM S RS Banks and other financial institutions 54,799,251 592,486
’/}ﬁjﬁz\i Corporate entities 27,507,519 =
137,415,443 592,486

7R2022F 12 A31 8 @ BIEECEITE (BA) READA
DEARIREBMHUARER T AEMEEK
HE L FIEE A% 3,029,029,000 7T (2021 F :

#2,969,648,000) °

R 2022F 12 A31 8 @ BFEECGRITE (X)) REDA
DI ARA ANELEMAABSRK AN EFENERIRE
A7#5301,379,000 7T (2021 £F : £E) o

(Capital) Rules (2021: HK$2,969,648,000).

F-349

As at 31 December 2022, included financial investments at fair value
through other comprehensive income of HK$3,029,029,000 which
are eligible to be classified as public sector entities under the Banking

As at 31 December 2022, included financial investments at amortised
cost of HK$301,379,000 which are eligible to be classified as public
sector entities under the Banking (Capital) Rules (202 1: Nil).
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24, BREWHE

24. INVESTMENT PROPERTIES

2022 2021

BT T BT

HK$'000 HK$'000

®n1A1H At 1 January 327,610 341,080

NREEE Fair value losses (6,920) =
BEMAEERE(2)WE - Reclassification from/(to) properties,

B3 K& (PRE 25) plant and equipment (Note 25) 238,450 (13,470)

®12A831H At 31 December 559,140 327,610

REMEZ REEREORBBRATET

The carrying value of investment properties is analysed based on the
remaining terms of the leases as follows:

2022 2021
BT T PSR T
HK$'000 HK$'000

EBEBFR Held in Hong Kong
REAFAA) (B3B8 50 4F) On long-term lease (over 50 years) 258,020 153,240
FRHAFRA) (10 =50 4F) On medium-term lease (10 to 50 years) 301,120 174,370
559,140 327,610

M2022F12A318 ' JIREEBBERAZKREY
¥ - RBE L ETRI 2R IRIET AT A R A R
2022F 12 A3 BUARAREAREEMET CHEEM
B ARBEREFEEAEEERFRRHIER RR
M52 HEENES —BREYFEISHIER -

As at 31 December 2022, investment properties were included in the
balance sheet at valuation carried out at 31 December 2022 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.

F-350

317% B -% 4645 « NANYANG COMMERCIAL BANK 2022 ANNUAL REPORT 428 » www.ncb.com.hk

205



206

RAFS IR AR MIEE

Notes to the Financial Statements

25. W% - BSMRERE

25. PROPERTIES, PLANT AND EQUIPMENT

= - BEE
RiE RS
Equipment, EREEE
BE fixtures and Right-of-use s
Premises fittings assets Total
BT T BT BT T BET T
HK$°000 HK$'000 HK$'000 HK$'000
MR2022F1H18BZ Net book value at
BREFE 1 January 2022 7,276,454 653,591 829,721 8,759,766
wE Additions 1,235,050 208,365 236,541 1,679,956
HE R EHER Disposals/Derecognition (37,393) (16,181) (369) (53,943)
EXR] Revaluation (95,196) - - (95,196)
FEHE Depreciation for the year (165,796) (118,625) (241,779) (526,200)
EFoREREe(B) Reclassification from/(to)
HEWZ (I35 24) investment properties,
net (Note 24) (238,450) - - (238,450)
EINEHEMEE Transfer to other assets
(Ff5E26) (Note 26) - (279,427) - (279,427)
) Exchange difference (72,752) (30,857) (53,651) (157,260)
MR2022F12 831 B2 Net book value at
BREFE 31 December 2022 7,901,917 416,866 770,463 9,089,246
2022412 A31H At 31 December 2022
[PEXEEAETE Cost or valuation 7,901,917 1,137,166 1,189,391 10,228,474
REHTE Accumulated depreciation - (720,300) (418,928) (1,139,228)
M20226F12A31H2 Net book value at
BREFE 31 December 2022 7,901,917 416,866 770,463 9,089,246
B EZ KANMAES R E The analysis of cost or
AHTEAT - valuation of the above
assets is as follows:
1K2022F 12 A31H At 31 December 2022
RAANME At cost - 1,137,166 1,189,391 2,326,557
=G E At valuation 7,901,917 - - 7,901,917
7,901,917 1,137,166 1,189,391 10,228,474

BR T )% (B & B #279,427,0007T © K AN A& b
468,918,000 7T © R 51 ## £ & /5 ¥ 189,491,000 7T &Y
FEREH  R2022F6 B30 B8 AHEMEE - iF

REWEEDIW -

Application software with net book value of HK$279,427,000,
representing cost of HK$468,918,000 and accumulated amortisation
of HK$189,491,000, was transferred to other assets and presented as

intangible assets on 30 June 2022.
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25. W% - M KRERE®

25. PROPERTIES, PLANT AND EQUIPMENT

(Cont'd)
=i - EE
BiSE
Equipment, FREEE
BE fixtures and Right-of-use “aEt
Premises fittings assets Total
PEMET T BT IT BT T PRI IT
HK$'000 HK$'000 HK$'000 HK$'000
R2021F1A1BZ Net book value at
BREFE 1 January 2021 7,220,090 553,131 447,517 8,220,738
HE Additions 100,786 250,396 610,924 962,106
HE RIEHER Disposals/Derecognition = (10,921) (627) (11,548)
HH Revaluation 69,379 = = 69,379
FEHE Depreciation for the year (148,776) (151,233) (234,402) (534,411)
BN HEBRIREYE Reclassification from
(MI7%24) investment properties 13,470 = = 13,470
MEHZE5R Exchange difference 21,505 12,218 6,309 40,032
R2021F12H318BZ Net book value at
EREFE 31 December 2021 7,276,454 653,591 829,721 8,759,766
202112 A31H At 31 December 2021
A ESHE Cost or valuation 7,276,454 1,575,447 1,293,292 10,145,193
Z2EHTE Accumulated depreciation - (921,856) (463,571) (1,385,427)
MK2021F12A31HZ Net book value at
BREFE 31 December 2021 7,276,454 653,591 829,721 8,759,766
B EZ KANMES R E The analysis of cost or
DT : valuation of the above
assets is as follows:
72021412 A31H At 31 December 2021
RAANME At cost - 1,575,447 1,293,292 2,868,739
ZHE At valuation 7,276,454 = = 7,276,454
7,276,454 1,575,447 1,293,292 10,145,193
F-352
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25. W% - M KRERE®

FEZREEREORBARSNTET

25. PROPERTIES, PLANT AND EQUIPMENT

(Cont'd)

The carrying value of premises is analysed based on the remaining terms
of the leases as follows:

2022 2021
BET T BT T
HK$’000 HK$'000
EBHBRE Held in Hong Kong

REAMEA) (BB 50 5F) On long-term lease (over 50 years) 3,408,356 3,897,750
RHEAFAA) (105 E 50 4F) On medium-term lease (10 to 50 years) 3,749,025 2,512,927

EEBAINGHE Held outside Hong Kong
FREAFA (10 R 504F) On medium-term lease (10 to 50 years) 656,472 769,530
FREEA (PR10F) On short-term lease (less than 10 years) 88,064 96,247
7,901,917 7,276,454

M20229F12 8310 JIREERBRAZFE * J5
R L AR 2 B R U RIET B 1T B IR A R 2022
FIR2ZANAURREREEMETIEEXMRE - A
REREFEEREERRFRRNBER TAMES
HEHES-—HEERNSNER -

RELLzB/HER  FEGERHERFEEGR
BRI AR T

As at 31 December 2022, premises were included in the balance sheet
at valuation carried out at 31 December 2022 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 market participants at
the measurement date.

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:

2022 2021
BT T BT
HK$'000 HK$'000
(&) EiEERGHEZ (Decrease)/increase in valuation (charged)/credited
EHCRE) EE to premises revaluation reserve (92,207) 67,323
(f8) " Brlez=kz (Decrease)/increase in valuation (charged)/credited
BfHCRE) 1EE to income statement (2,989) 2,056
(95,196) 69,379

R2022F 12 A31 8 » BEREZRKAEIR R
EIR  AEBZEEABRANZEERADFERA
7B 2,181,719,000 7T (2021 4 : 7B ¥ 1,004,855,000
JT) °

As at 31 December 2022, the net book value of premises that would
have been included in the Group’s balance sheet had the premises been
carried at cost less accumulated depreciation was HK$2,181,719,000
(2021: HK$1,004,855,000).
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26. Ht&EE 26. OTHER ASSETS
2022 2021
BT T BT T
HK$'000 HK$'000
e & E Repossessed assets 4,353 7,335
] Precious metals 308,057 374,263
EmRAE Intangible assets’ 619,709 =
FEURBRIE R IEN B A Accounts receivable and prepayments 1,533,284 1,222,854
2,465,403 1,604,452
B Impairment allowances (4,045) (3,900)
2,461,358 1,600,552

() EVEEZZEHMNT :

(1) The movements in intangible assets are summarised as follows:

2022
BEET T
HK$'000
W1 A1 B ZRERE Net book value at 1 January -
A Transfer in 279,427
e Additions 394,329
& Disposals (1,789)
FEEH Amortisation for the year (42,513)
PEH %8 Exchange difference (9,745)
W12 A31 AZEmFE Net book value at 31 December 619,709
®12A31H At 31 December
B AR Cost 842,815
R H MORE Accumulated amortisation and impairment (223,106)
12 A31 AZEEFEE Net book value at 31 December 619,709

F-354
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26, HMEE®

HEEREEEZ BT

26. OTHER ASSETS (Cont'd)

An analysis of changes in the corresponding impairment allowances is,

as follows:
E—PERR ERER E=RE st
Stage 1 Stage 2 Stage 3 Total
BT T BT T BT T BETT
HK$'000 HK$'000 HK$'000 HK$'000
®K2022F1H1H At 1 January 2022 (795) - (3,105) (3,900)
N Addition (20) 17 - (37)
IR FEREEE (N EFEMEE)  Derecognised or repaid
(excluding written off) 196 - 1 197
HANEPEER 2 IR B AAIEEEE  Impact on period end
HHRTEAIE A E ECLs of exposures
transferred between
stages during the period - - (43) (43)
ME2H R EE Changes to inputs used
for impairment
calculations (2,056) - 2 (2,054)
ME X R Exchange difference 1,785 - 7 1,792
72022612 A31H At 31 December 2022 (890) (17) (3,138) (4,045)
E—[EER FE[EER E=[EER HBET
Stage 1 Stage 2 Stage 3 Total
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
RK2021F1 818 At 1 January 2021 (2,774) (18) (1,869) (4,661)
#n Addition (380) - - (380)
IR IEFERR SR EE (N 4EMEE)  Derecognised or repaid
(excluding written off) 493 18 12 523
EEE—FEEL Transfers to Stage 1 (1) = 1 =
BEEE =REER Transfers to Stage 3 1 = (1) =
HAN R PEER 2 R B A EEEE  Impact on period end ECLs
HERTEAE AN A of exposures transferred
between stages during
the period 1 - - 1
VERIEE S GEOL =S Changes to inputs used
for impairment calculations 5,016 - (1,249) 3,767
EH ZRE Exchange difference (3,151) - 1 (3,150)
R2021%12A31H At 31 December 2021 (795) - (3,105) (3,900)
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27. ARAERLFTAEZCZEHMEE 27. FINANCIAL LIABILITIES AT FAIR VALUE
THROUGH PROFIT OR LOSS

2022 2021
BT BT IT
HK$'000 HK$'000
RHMEE Trading liabilities
- INEEREBRREFER — Short positions in Exchange Fund Bills and Notes 7,119,358 6,415,312

R2022F 12 A31 BREARTANAEE LT AE At 31 December 2022, there were no financial liabilities designated at

HZEHBEQO21F ) - fair value through profit or loss (2021: Nil).
28. BEFERREHET 28. DEPOSITS FROM CUSTOMERS AND HEDGE
ACCOUNTING
(@) EFEX (@) Deposits from customers
2022 2021
BET T PEMETIT
HK$°000 HK$'000
BNERTF 3R R 13 SR A7 3K Demand deposits and current accounts
AN — Corporate 24,487,101 34,464,942
—EAA — Personal 2,833,665 4,098,393
27,320,766 38,563,335
=T Savings deposits
AN — Corporate 53,625,038 47,794,956
- @A — Personal 43,532,670 56,760,350
97,157,708 104,555,306
TEH - /9 HA R AT Time, call and notice deposits
A — Corporate 126,318,809 152,873,966
- fEA — Personal 114,665,181 87,788,779
240,983,990 240,662,745
365,462,464 383,781,386

F-356
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28. BFEREEHE@® 28. DEPOSITS FROM CUSTOMERS AND HEDGE
ACCOUNTING (Cont'd)

(b) EHEE (b) Hedge accounting

EINEIFFRBHH Hedges of net investments in foreign operations

RR2022412 A31 B - ARERTEHD AREHED As at 31 December 2022, a proportion of the Groups's RMB-
EFEFR G £4E%2,034,312,000 7T (2021 4 - /& denominated deposits from customers of HK$2,034,312,000 (2021:
2,223,346,00070) RERTA - MEAHRBINEIEF HK$2,223,346,000) were designated as a hedging instrument to hedge

"E - against the net investments in foreign operations.

FRRABBE D 2 Wm0k B K R N R There were no gains or losses on ineffective portion recognised in the

(20214 : #) - income statement during the year (2021: Nil).
4= agy > Eh
29. ERITEEBZFRERE 29. DEBT SECURITIES AND CERTIFICATES OF
DEPOSIT IN ISSUE
2022 2021
BT T BT T
HK$'000 HK$'000
BRESRIFRE Debt securities and certificates of deposit,
TR SE R ART I AR at amortised cost
- R — Certificates of deposit 23,553,516 18,748,012
- HifR158 % — Other debt securities 11,868,896 13,007,215
35,422,412 31,755,227
30. HMAREBEREE 30. OTHER ACCOUNTS AND PROVISIONS
2022 2021
BT T BT T
HK$’000 HK$'000
HEAE Lease liabilities 809,968 865,378
HAb e BRIA Other accounts payable 18,235,020 17,812,855
P Provisions 52,637 51,899
BERURHE LB BIERASRREE  Impairment allowances for loan commitments
£ and financial guarantee contracts 188,318 292,367
19,285,943 19,022,499
F-357
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30. HiRBEREE @)

HREREEEZ BT

30. OTHER ACCOUNTS AND PROVISIONS (Cont'd)

An analysis of changes in the corresponding impairment allowances is,

as follows:
E—PERR ERER B Mt
Stage 1 Stage 2 Stage 3 Total
BT T BT T BT T BETT
HK$'000 HK$'000 HK$000 HK$'000
7202241 A18 At 1 January 2022 292,349 18 - 292,367
byl Addition 111,667 - - 111,667
2 EHER (DB IEMEE) Derecognised (excluding
written off) (199,779) (16) - (199,795)
B —REL Transfers to Stage 1 1 1) - -
B [REL Transfers to Stage 2 (258) 258 - -
HIN S PR R 2 FE R B A B8/ Impact on period end
HRTRHAE R 2 ECLs of exposures
transferred between
stages during the period 85 (21) - 64
RE2 R Changes to inputs used
for impairment
calculations (7,909) 17,671 - 9,762
ME =% Exchange difference (24,225) (1,522) - (25,747)
M2022% 12 A31H At 31 December 2022 171,931 16,387 - 188,318
E—FEER FE[EER E=[EER HET
Stage 1 Stage 2 Stage 3 Total
BT BT BT IT ST T
HK$'000 HK$'000 HK$'000 HK$'000
2021F181H At 1 January 2021 163,377 637 - 164,014
0 Addition 270,195 - - 270,195
1R ERER (B REMEE) Derecognised
(excluding written off) (128,666) (625) - (129,291)
EEE—PEEY Transfers to Stage 1 1 (1) = =
W —FRER Transfers to Stage 2 (5) 5 = -
HINE BB HRBEESERY  Impact on period end ECLs of
i SECIFEESE) % exposures transferred
between stages during
the period - 12 - 12
B2 H R Changes to inputs used for
impairment calculations (19,720) (10) - (19,730)
& ZERE Exchange difference 7,167 - - 7,167
1202112 A318 At 31 December 2021 292,349 18 - 292,367
F-358
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31. ELEHIA

EERIRRRBEE G ERF 12507 S5 5TE -
HEEBBEMEEREEENHREABREERE
2B ERE MR EATRE R R -

EEABRAZEERE(EE)/ AETEEA - A

31. DEFERRED TAXATION

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 (assets)/liabilities recorded in the

REEFERNZZZHNAT : balance sheet, and the movements during the year are as follows:
ETE
A
Accelerated MEER HEEE
tax Property  Impairment Hitr @t
depreciation revaluation allowance Other Total
BETT BETT BETT BETT BETT
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
R2022%1818 At 1 January 2022 46,062 1,139,120 (610,790) (114,301) 460,091
&/ (8)2hak Charged/(credited) to income statement 15,747 3,655 (51,602) 20,493 (11,707)
B EMEEKE Credited to other comprehensive income - (81,829) - (369,531) (451,360)
[ ET Exchange difference - (11,543) 45,961 4,719 39,137
R2022%F 12 A31H At 31 December 2022 61,809 1,049,403 (616,431) (458,620) 36,161
MRHFTE
R
Accelerated MEEE REERE
tax Property Impairment Hith st
depreciation revaluation allowance Other Total
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R2021%F 118 At 1 January 2021 44,669 1,136,956 (557,900) (189,092) 434,633
&/ (&) dlizsk Charged/(credited) to income statement 1,393 1,947 (39,395) 47,721 11,666
(8)/fE2EM2ENE  (Credited)/charged to other comprehensive
income - (3,306) - 28,047 24,741
EHEE Exchange difference = 3,523 (13,495) (977) (10,949)
R2021%F12 A31H At 31 December 2021 46,062 1,139,120 (610,790) (114,301) 460,091
F-359
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31. EERIE @)
MAEATRANTER AR EEERBAHER BE
8 THEERIE S R R — S B - BIASEREA
HEER B E BT ER EEAEN - THES
EABENIIEYSE O AEEES

31. DEFERRED TAXATION (Cont'd)

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:

2022 2021
BT T BT
HK$'000 HK$'000
FIERIBE B Deferred tax assets (327,947) (352,791)
EEFIBEE Deferred tax liabilities 364,108 812,882
36,161 460,091
2022 2021
BT T BT
HK$°000 HK$'000
TRIEFIIRE B Deferred tax assets to be recovered after
(#B:E 1218 B & dmE) more than twelve months (340,721) (383,092)
FEEFRIES F Deferred tax liabilities to be settled after
(HBiE 12 @B &) more than twelve months 765,618 884,871
424,897 501,779

M2022F12A31H AEERBERELEFHIEE
EZMEER 5B 82,134,000 (2021 F : & #
21,287,0007T) ° IHRIVITIRG] - BEARGEELE
YERZEARR -

32. %EESE

As at 31 December 2022, the Group has not recognised deferred tax
assets in respect of tax losses amounting to HK$2,134,000 (2021:
HK$21,287,000). These tax losses do not expire under the current tax
legislation.

32. SUBORDINATED LIABILITIES

2022 2021
BT T BT T
HK$'000 HK$'000
TR SEA AT BR A 2029 FFEIER US$700,000,000 fixed rate subordinated notes issued
2 700,000,000 =TT E B due 2029 at amortised cost
BERE 5,455,215 5,451,286
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32. #EE&EwW)

It Ty AR SR 1772 2019 4 11 A 20 H 277 2 700,000,000
ETEBBRZA LT RFAECEERRE =) iR
EAZHEANI10FHBEZE (2K ]) (AREGR
T (EAR)BHADZIER) - WERBRKR 2029 F 11
A20BZ|H - #IZEHEEHA2024% 11 208 -
HMETHEHERIEZEEEER  £85380% &%
FRE—K - Kz WEBEAERIZEGHEEBER -
FROFEEE AERSFHEIRREGS S RN
21827 - BERFBSERBEEIM « AEITAINEE
TS B sk ARk B B E IR N IR B HATAY
B TFAZEEEEENE (GED) 25 -

32. SUBORDINATED LIABILITIES (Cont'd)

This represents US$700,000,000 Basel Ill compliant 10-year
subordinated notes qualifying as Tier 2 capital of the Bank issued on
20 November 2019 in accordance with the Banking (Capital) Rules (the
“Notes”), which are listed on the Hong Kong Stock Exchange. The
Notes will mature on 20 November 2029 with an optional redemption
date falling on 20 November 2024. Interest at 3.80% 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 218 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.

33. BRA 33. SHARE CAPITAL
2022 2021
BT PSR T
HK$’000 HK$'000
EEITRAR Issued and fully paid:
7,000,000 % & 38 A% 7,000,000 ordinary shares 3,144,517 3,144,517
34, BEINEARTIH 34. ADDITIONAL EQUITY INSTRUMENTS
2022 2021
BT PSR T
HK$’000 HK$'000
1,200,000,000 ZEJTK A US$1,200,000,000 perpetual non-cumulative
IERFHRARREIN— R B R FEH subordinated additional tier 1 capital securities - 9,314,890
650,000,000 LKA US$650,000,000 perpetual non-cumulative
SEREHRBEEIN—AEARFES  subordinated additional tier 1 capital securities 5,077,856 —

KIETER2022F6 A2 X2 ER ZmEE
1,200,000,000 ZETHYEEIN— 2 B AR5 (BE1TR 2017
F6H2R)  EREERE  ZEIN—PERFTEEK

The Bank has completed the redemption of the Additional Tier 1 Capital
Securities with a face value of US$1,200,000,000 (issued on 2 June
2017) in full on 2 June 2022. Upon completion of the redemption, the
Additional Tier 1 Capital Securities have been cancelled.
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34. FEIMEXRIA @

AIRTT 2022 5 4 A 28 HE1T T Z[E{E 650,000,000
7T (0B AR B B 1T Rk AN 18 S5 1B 75 15 5,077,856,000
TL) MK A SE R AR R BBIN— A B AR FE 5 ([ BBINE N
TE]) Ak ABEINEARTER2027F4 82888
BIZATER B 881 ZEFFRER6.50% ° & JF
RABITEEDR  EEFAEREERFRERTSF
HEFEBEESEEXNESERN RN EVBETHESE

o,

SEBEFFFIRN R - RRTHERBRBEZBEINER

TAMEFREBUEM BN - MBUENAETE R
& o AT+ ANERITIREE LB M 1A E B A AR 2 kA =
BHE N RERMESRIE -

BISE BB AR R T EA S T B A
e %$%§$Iﬂ%$ﬁka&ﬁ~5%%ﬁ&
S E R S TS -

R2027F4 A28 Ak EMEZMIKER « ANRITH
EELNEBRMAERENNBEINEARTE  BAEXE
B2k 2 {65k B2 4B BI| FBR )

7202296 A1 8 NERITHNEINEART A (377
7201746 A2 H ) Z 530,000 ooo%x(zomfﬁm

HINEE 60000000%71) 72022410 A28
EI ' ZISfEﬁSEH%MI\QZKI,E\( 1T 202254 A 28
H)Z & 21,125000%7T °

£2022F 12 A31 B 2% - NERITR 20233 A7 H
%417 7 E{& 300,000,000 3= JTH 7k A FE R 5T AR 7B AN
—REBEARFESH([BEINEATA]) o JhXAREINERT
B 20284F3 A7 HE{ERAER BHR - EEFF
REM7.35% ©

34. ADDITIONAL EQUITY INSTRUMENTS (Cont'd)

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.

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.

The Bank has a call option to redeem all the outstanding additional
equity instruments from 28 April 2027 or any subsequent coupon
payment date, but subject to restriction as set out in the terms and
conditions.

The Bank has distributed coupon payment for additional equity
instruments (issued on 2 June 2017) of US$30,000,000 on 1 June
2022 (total coupon payment during the year 2021: US$60,000,000).
Also, the Bank has distributed coupon payment for additional equity
instruments (issued on 28 April 2022) of US$21,125,000 on 28 October
2022.

Subsequent to the year ended 31 December 2022, the Bank has
issued perpetual non-cumulative subordinated additional tier 1 capital
securities (“additional equity instruments”) on 7 March 2023 with a
face value of US$300,000,000. The additional equity instruments are
perpetual and bear a 7.35% coupon until the first call date on 7 March
2028.
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35. F@ERERERME 35. NOTES TO CONSOLIDATED CASH FLOW
STATEMENT
(a) REBINERBRBALEREZAAN/ (R (@) Reconciliation of operating profit to operating cash
) #ER inflow/(outflow) before taxation
2022 2021
BET T BT T
HK$’000 HK$'000
#e K| Operating profit 4,475,814 3,749,881
e Depreciation and amortisation 568,713 534,411
BB ZEE R B Net charge of impairment allowances 1,684,557 1,499,269
HTIR R (B 2E 5[] Unwind of discount on impairment allowances - =
EHsE 2 B3 (B UREIFEE)  Advances written off net of recoveries (1,283,200) (593,586)
HEBEMNEZH Interest expense on lease liabilities 28,125 27,728
“EBEMNESH Interest expense on subordinated liabilities 211,639 209,955
REIEFBBIE 3 A ZFMERTT  Change in balances with banks and other financial
N EAM B EnSaR 2 & institutions with original maturity over three months 2,146,980 (208,549)
REHIBBE3 @A 27E1T~  Change in placements with banks and other financial
Hth & miis 2 € BTz institutions with original maturity over three months
2 (1,679,397) (894,347)
AAEZETAEEZ Change in financial assets at fair value
TRIEECE through profit or loss 8,907,992 (4,517,232)
PTES R T A B Change in derivative financial instruments (751,870) (872,184)
ER & EAMBRTE 2 #8) Change in advances and other accounts 1,518,162 (15,835,318)
DRIRE 2 B Change in financial investments (12,501,615) (5,549,854)
HEtEEZE Change in other assets (243,034) 2,461,406
RITREMEmEE T3  Change in deposits and balances from banks and
ER 2 BE) other financial institutions 23,269,163 (11,410,344)
ARAEZ T ABEZZEMEME Change in financial liabilities at fair value
ZEE) through profit or loss 704,046 (235,675)
EYSVES k- Change in deposits from customers (18,318,922) 32,151,458
H A BRIE I A 2 B Change in other accounts and provisions 382,776 (224,774)
e E) 2 f 2 Effect of changes in exchange rates (608,128) (103,967)
BRAAIAR SR B ZMA Operating cash inflow before taxation 8,511,801 188,278
REEBzReRERBIE Cash flows from operating activities included:
- BFIE — Interest received 13,990,244 12,017,776
-ERHME — Interest paid (6,415,022) (5,474,353)
- B E — Dividend received 1,705 1,905
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35. F@ERERERME @ 35. NOTES TO CONSOLIDATED CASH FLOW
STATEMENT (Cont'd)
(b) RERZFRSEELEFEDIN (b)  Analysis of the balances of cash and cash
equivalents
2022 2021
BT T PEEETIT
HK$'000 HK$'000
EFBREeRREIEATE3EA Cash and balances with banks and other financial
A2 T RERTT K EAth & institutions with original maturity within three months
B AR 54,733,284 54,876,086
REIEIE/E3EA RN ZERITE  Placements with banks and other financial institutions
Hth & Bhigts < 7 EIfF AR with original maturity within three months 1,471,695 1,233,815
REIEARE3 @A AR ES Treasury bills with original maturity within three months 3,771,109 274,984
REHBEIBEAR Certificates of deposit held with original maturity
ZIFEE within three months 146,098 -
60,122,186 56,384,885
(0 REXKAEEZEE () Changes in liabilities arising from financing
activities
2022 2021
BT PRI IT
HK$°000 HK$'000
ERITERRFREFRE Debt securities and certificates of deposit in issue
R1H1H At 1 January 31,755,227 24,014,435
FNEELT Issuance during the year 3,667,185 7,740,792
®12A831H At 31 December 35,422,412 31,755,227
#EEE Subordinated liabilities
®R1A1H At 1 January 5,451,286 5,416,390
MEME Cash flows:
TEEEREER Distribution payment for subordinated liabilities (208,102) (206,870)
IR Non-cash changes:
MERETERZES Amortisation of discount and issuance cost 211,639 209,955
SN Foreign exchange movement 392 31,811
®12HA31H At 31 December 5,455,215 5,451,286
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35. ZRERERERMFT @ 35. NOTES TO CONSOLIDATED CASH FLOW
STATEMENT (Cont'd)
() ®MEXBAEGZLH(H) ()  Changes in liabilities arising from financing
activities (Cont'd)
2022 2021
BT T BT
HK$°000 HK$'000
HEAE Lease liabilities
»1A18 At 1 January 865,378 454,071
BER=E Cash flows:
TRHEEAE Payment of lease liabilities (256,740) (232,940)
R EH - Non-cash changes:
g Additions 235,829 608,176
EAth Others (34,499) 36,071
®W12A31H At 31 December 809,968 865,378

36. HABBEREE

FRABERAETNZREMELARRLEZEERR
REOERIETRMARR  EEREZRAZAOHER

BIEERRINESFELMIT

36. CONTINGENT LIABILITIES AND COMMITMENTS

The following is a summary of the contractual amounts of each
significant class of contingent liability and commitment and the

aggregate credit risk-weighted amount and is prepared with reference
to the completion instructions for the HKMA return of capital adequacy

ratio.

2022 2021

BT PR T

HK$'000 HK$'000

HEEEEAREE Direct credit substitutes 26,834,992 26,344,345

RGBS ABE Transaction-related contingencies 2,391,980 1,671,736

MBS B SABE Trade-related contingencies 23,828,234 20,075,844

BEEENEELS Asset sales with recourse 6,879,734 3,945,292
B F B A B R Commitments that are unconditionally cancellable

ZHEGH without prior notice 115,318,606 117,673,275

Hi#dE - REEER Other commitments with an original maturity of

- 1FFAT — up to one year 2,425,091 2,438,374

-1 E — over one year 14,729,915 14,643,713

192,408,552 186,792,579

EER B INESEE Credit risk-weighted amount 24,698,341 21,882,601

EERBRIEHBRRBEGRITE (BR) RADFTE -
HEBEBRNRZHFZBERRSEE N 2 AR

f o

The credit risk-weighted amount is calculated in accordance with the
Banking (Capital) Rules. The amount is dependent upon the status

of the counterparty and the maturity characteristics of each type of
contract.

F-365



RAFS IR AR MIEE

Notes to the Financial Statements

37. EBXREIE
REBANUBRETEEY EXEESBOT :

37. CAPITAL COMMITMENTS

The Group has the following outstanding capital commitments not
provided for in the financial statements:

2022 2021

BT PSR T

HK$'000 HK$'000

B HbE R E LB REE Authorised and contracted for but not provided for 718,805 1,147,563
BHEERBL Authorised but not contracted for 16,816 4,325
735,621 1,151,888

N EBARERBRBOBBBAZFEE - BT REK
o ARAREZBFRETIR AR -

38. HEMHERE

EREEA

BETTRHZEEREAH  THATEERAE
BTN AREREE HERKES

The above capital commitments mainly relate to commitments to
purchase premises, computer equipment and software, and to renovate
the Group’s premises.

38. OPERATING LEASE COMMITMENTS
As lessor

The Group has contracted with tenants for the following future
minimum lease receivables under non-cancellable operating leases:

2022 2021
BT T BT T
HK$'000 HK$'000

T RiEF Land and buildings
- B 1 - Not later than one year 5,941 8,681
- 1A EESER — Later than one year but not later than five years 1,566 5,002
7,507 13,683

AEBNEEHERABLRENE  HEFHER
B 1FESF - MO REFBEFRIFES °

o=y
B A

39.
AEBEIEHZERBIATRENRERRRE -
BERERRRERAEBENEFTHFEDEMH -

HREERANEE A HRERAELE HRRE
HERRMSRNBEIA A RE B ERERR
REFELEREE -

The Group leases its investment properties under operating lease
arrangements, with leases typically for a period from one to five years.
The terms of the leases generally require the tenants to pay security
deposits.

39. 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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40. DEWRE

() HREEHSE

AEEBEEHRD BNEATSHE - HRIAEAET
DEFIT PEEBREE

EARITMEERITEH RIS RERAZEARTR
% AARTEBRZERBEARTS - MEERTE
BRERBIFBEATS - EXRMEXBR - KTEZ
BE REEEEAEENER  RBED - FIE
MSNER O o & EBRPFIERARBNRE BN
BA - REMEBRREHRES  WERKEEARITM
EERITEBROPRFFERTAIEHNES - &
LEBRLEANES R HTEREBNLESEBE
REHIETE - EAMEZINMEXRFBRSER B
BREAEBRZEANEZRS  BREEAEEMN
WARRBREBR 2ENER(BE 2 - FAIRIEHME
EBNBERENEEEERBREMLR)

BE B ENE HEM SR BALATE AR o
HMERAREENYE - HbXBRFERRE TS
ROTISERARERBRINER - AARKENE
RNA] T (RE) 2EASEL kDN RE
RHEBHEZR  EEERIEERBEHIERA

[Hib | AEEEMEER T EBEGAAEEERE
B H ARPU (E RS ARERE VIR R -

—EAXBROBARZHE - T2ERERBENZE
BARMIAR - ENERER  SREAEEEHS -

40. SEGMENTAL REPORTING

(@) By operating segment

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. The exchange difference arising from capital of our
subsidiary, NCB (China), which is recognised in its income statement, is
also included in this class.

"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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40. DERE @)

40. SEGMENTAL REPORTING (Cont'd)

() ZEESE(E) (a) By operating segment (Cont'd)
BARST  C¥87
Personal ~ Corporate ~ BIEE% RE& A Nt ABHEH &&
Banking Banking Treasury  Investment Others Subtotal  Eliminations Consolidated
ASTn  AETn  AMTn  B¥Tn  B¥Tn  B¥Tn AETn ATn
HKS'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000
BZ2nENA318 Year ended 31 December 2022
FHEMA/ (%) Net interest income/lexpense)
-5V - External 24357 4449320 2,448,345 - - 1104 - 1104
-BXK - Intersegment 1070091 (837899  (232192) - - - - -
1,344,448 3,611,423 2,216,153 - - 7172,024 - 7172,024
BREEREEUA/ () Net fee and commission income/{expense) 383,126 880,965 (62801) 102,941 (39100 1300321 - 1300321
FRakhEs/ (BB Net trading gain/(loss) 38,082 606,195  (385,055) 11,074 (157 270,139 - 270,139
DAREREABRL Net gain on financial instruments
SBTEFNG at fair value through profit or loss - - 607,645 - - 607,645 - 607,645
HASBEEZF(BE)/ R Net oss)igain on other finandial assets - (1670 262424 - - 260754 - 260754
Efmg (2t)/ KA Other operating (expense)income (7838) (81505 926 151267 (1) 156174 (117,069) 39,105
REAEERA ZFEERA Net operating income before
impairment allowances 1757818 5015408 2732628 265,282 (4.079) 9,767,057 (117,069) 9,649,988
HEERTAE Net charge of impairment allowances (37885 (1418755  (225:897) - (2,020)  (1,684557) - (1,684,557)
BB Net operating ncome 171993 350663 2506731 265280 (5099) 8082500 (117069 7965431
EELH Operating expenses (1,055,071)  (1,466,308) (524,094) (301,946) (259,267)  (3,606,686) 17,069 (3,489,617)
&e%R/ (B8) Operating profit/(loss) 664862 2130345 1,982,637 (36,664) (265,366) 4,475,814 - 4475814
RAMZANERE SRR Net loss from fair value adjustments
on investment properties - - - (6,920) - (6,920) - (6,920)
e /EfEE - SHRRE Net loss from disposal revaluation of
LIFR properties, plant and equipment - - - (24411) - (24.411) - (24.411)
REERR/ (B8) Profit/(loss) before taxation 664,862 2,130,345 1,982,637 (67,995) (265,366) 4,444,483 - 4444483
R202%E12831H At 31 December 2022
(3 ASSETS
NHEE Segment assets 58298162 234721197 236438902 11,708,335 510,442 541,677,038 - 541,677,038
Ef LIABILITIES
AHaE Segment liabilities 162,380,932 220,006,335 94,056,838 2,508 3,058,786 479,505,399 - 479,505,399
BZ00%128318 Year ended 31 December 2022
Eth&s Other information
NS Capital expenditure - - - 183774 - 1837744 - 1837744
EREH Depreciation and amortisation 71,848 122,266 508 301864 14,653 568,713 - 568713
BHEH Amortisation of securities - - 210,520 - - 270,520 - 270,520
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40. DEHRE @

40. SEGMENTAL REPORTING (Cont'd)

() ZEESE(E) (a) By operating segment (Cont'd)
ARG G¥EO
Personal  Coporate  BAEE e At NSt ARHES )
Banking Banking Treasury — Investment Others Subtotal ~ Eliminations ~ Consolidated
eI AETn  AETn  #ETn BT AT #ETr BT
HKS'000  HKS000  HK$'000  HKS'000  HKS'000  HK$000  HK§000  HK$'000
HEANE1A31H Year ended 31 December 2021
FHEMA/ (i) Net interest income/lexpense)
-5 - External 481630 4228205 1,615,580 - 1 6325416 - 6305416
-BXK - Intersegment 240,582 196577 (437,159) = = = - -
TR0 44478 1178421 = 1 635416 - 6305416
BRESREAUA/ () Netfee and commission incomel(expense) 82772 755811 120,328 240 (3607) 1,715,544 - 171554
RS/ (BB Net trading gain/(loss) 40,143 (195859) 341,584 125123 (102 310889 - 310,889
WARER L ABRZ Net gain on finandial instruments
SRTERG atfair value through profitor loss - - 61,759 - - 61,759 = 61,759
HSREEZF(BE)/ e Net oss)gain on other finandial assets - (13725 167,017 - - 153292 - 15329
EfffE (it)/ A Other operating (expense)income (6,095 (18781) 4880 14771 1,049 158874 (136:359) 22515
REAEERA 2 FEERA Net operating income hefore impairment
allowances 150903 4952228 1893989 273084 T4 8TSTIA (136359 8589415
REEEFER/ (BB Net reversalicharge) of impaiment alowances 547,171 (2,080,762) 31,156 - 3,166 (1,499,269) - (1499269)
FREPA Net operating income 2146203 2871466 1925145 273084 10607 7206505 (136359 7,090,146
S Operating expenses (1,141261)  (1581,151) (2225100  (426231)  (105471)  (3,476,624) 136359 (3,340,265)
&meRA/ (FB) Operating profit/(loss) 100494 1290315 1702635 (153,147) (04864) 3749881 - 3,749,881
HE /Bl E  BURAEZ  Netloss from disposalirevaluation of
FEE properties, plant and equipment - - - (7831) = (7831) = (7831)
REAEA / (B8) Profit/(loss) before taxation 100494 1290315 1702635 (160,978) (04.864) 3,742,050 - 3742050
R2021E128318 At 31 December 2021
BE ASSETS
HPEE Segment assets 65264020 228924067 232454507 9,137.8% 550,510 536,331,000 - 536,331,000
af LIABILITIES
AHEE Segment liabilties 150,462,636 249924033 66,110,363 288 3497158 469,097,076 - 169,997,076
HZ2001E128318 Year ended 31 December 2021
Hfygs Other information
BREL Capital expenditure = - = 351,182 - 351,182 - 351,182
e Depreciation 58,189 37592 405 426093 8322 534,411 - 5341
FHEH Amortisation of securities - - (283811) - - (8381 - (8381
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40. DEHE @ 40. SEGMENTAL REPORTING (Cont'd)
(b) ZEBEESD (b) By geographical area

ATERERENBEARNEZLEME DI - 116 The following information is presented based on the principal places

RRITZER  AKIEE S RREEIHEELKR S of operations of the subsidiaries, or in the case of the Bank, on the

DITEIIEM D4 - locations of the branches responsible for reporting the results or
booking the assets:

2022 2021
REUR B2 A REUREZERA]
IR A BRBLAT IR ERA BRAT AT
Net operating Pl Net operating g Al
income before Profit income before Profit
impairment before impairment before
allowances taxation allowances taxation
BT T BT T BETT BT T
HK$'000 HK$'000 HK$'000 HK$'000
B Hong Kong 6,470,552 3,422,341 5,673,138 2,798,991
FR B A i Mainland of China 3,179,436 1,022,142 2,916,277 943,059
a5t Total 9,649,988 4,444,483 8,589,415 3,742,050
2022
RARBEEE
Contingent
wmEE BERE FEREBEE liabilities
Total Total Non-current and
assets liabilities assets commitments
BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
B Hong Kong 383,107,589 338,839,045 8,388,318 76,839,982
AR A Mainland of China 158,569,449 140,666,354 1,884,618 115,568,570
A&t Total 541,677,038 479,505,399 10,272,936 192,408,552
2021
A B EFRSE
Contingent
BEE wEafE EMBEE liabilities
Total Total Non-current and
assets liabilities assets commitments
BT BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
BB Hong Kong 356,529,276 309,300,665 6,987,733 65,215,675
FR B A Mainland of China 179,801,724 160,696,411 2,107,651 121,576,904
At Total 536,331,000 469,997,076 9,095,384 186,792,579
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41. BEHEE

M2022F12A31H &K &£ Z B @EBK
7,096,398,000 7T (2021 4F : 7% ¥ 8,460,152,000 7T )
R RIRE R AR A E 2 B E R o
SEoN - AEEBBE R DB RRNEEESREEIR
2 B & &7 #34,244,105,000 7T (2021 £ : B #&
8,546,658,0007T) - AEBE AERILEHEMER 2
B E 4 %8 A7 1 43,200,890,000 7T (2021 4F : 7B #
17,271,885,0007T) ' WEER [RZUEE] k&
AR E | MAIEE o

42. ©@THEZESH
TRIRAEEDIEY - BHTIOFBEEAIREN
BRSO ROSR T A -

41. ASSETS PLEDGED AS SECURITY

As at 31 December 2022, the liabilities of the Group amounting
to HK$7,096,398,000 (2021: HK$8,460,152,000) were secured by
assets deposited with central depositories to facilitate settlement
operations. In addition, the liabilities of the Group amounting to
HK$34,244,105,000 (2021: HK$8,546,658,000) were secured by debt
securities and bills related to sale and repurchase arrangements. The
amount of assets pledged by the Group to secure these liabilities was
HK$43,200,890,000 (2021: HK$17,271,885,000) mainly included in
“Trading assets” and “Financial investments”.

42. OFFSETTING FINANCIAL INSTRUMENTS

The following tables present details of the Group’s financial instruments
subject to offsetting, enforceable master netting arrangements and
similar agreements.

2022
REE
BEXRTEY NEERER FENEERBRTEHZ
PARY S Pt RS
BEEE SREEFE Related amounts not set off
CHREM  Grossamounts  Netamounts in the balance sheet
EESE  of recognised of financial B
Gross amounts financial assets BEHR
of recognised liabilities set off  presented in SRIE Cash
financial i the balance the balance Financial collateral et
assets sheet sheet instruments received Net amount
BETT BETT BETT BRI BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EE Assets
fTEEMIA Derivative financial instruments 1,310,759 - 1,310,759 (375,203) (734,002) 201,554
HitEE Other assets 1,398,816 (865,203) 533,613 - - 533,613
2,709,575 (865,203) 1,844,372 (375,203) (734,002) 735,167
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42. €WMIBZIEE @ 42. OFFSETTING FINANCIAL INSTRUMENTS
(Cont'd)
2022
REE
BERTHESE NEESER FEREEEBRPESHZ
ZERASH bt HEeE
BREE CSREERE Related amounts not set off
BHAS®  Grossamounts  Netamounts in the balance sheet
BEBE  of recognised of financial EkEZ
Gross amounts financial assets Befm
of recognised liabilities set off ~ presented in SRIA Cash
financial in the balance the balance Financial collateral B
assets sheet sheet instruments received Net amount
BETT BETT BET T BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
8% Liabilities
TESRTA Derivative financial instruments 452,854 - 452,854 (375,203) (37,663) 39,988
EfhafE Other liabilities 929,054 (865,203) 63,851 - - 63,851
1,381,908 (865,203) 516,705 (375,203) (37,663) 103,839
2021
BERTPEE  RNEERRR RENEERERPREZ
LEERLE I TA) HESE
BEGE  SRBETE Related amounts not set off
EWBEE  Gross amounts Net amounts in the balance sheet
BfEHAE  of recognised of financial REiivd
Gross amounts financial liabilities Befm
of recognised assets set off presented in SRIA Cash
financial  in the balance the balance Financial collateral et
liabilities sheet sheet instruments pledged Net amount
BETT BT BETT BETT BT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
fTESRIE Derivative financial instruments 409,124 - 409,124 (275,561) (68,847) 64,716
HipEE Other assets 873,975 (753,279) 120,696 - - 120,696
1,283,099 (753,279) 529,820 (275,561) (68,847) 185,412
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42. €WMIBZIEE @ 42. OFFSETTING FINANCIAL INSTRUMENTS
(Cont'd)
2021
AERTEE  RNEEEER RENEERRRTHEEL
LBERLR NG il e
BELE  SBBEFE Related amounts not set off
EEREE  Gross amounts Net amounts in the balance sheet
BEMAE  of recognised of financial [REiipd
(Gross amounts financial liabilities Refm
of recognised assets set off presented in SRIA Cash
financial i the balance the balance Financial collateral et
liabilities sheet sheet instruments pledged Net amount
BETT BETT Voot BETT BETTT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
8% Liabilities
TAESRIA Derivative financial instruments 521,805 - 521,805 (275,561) (212,232) 34,012
EftaE Other liabilities 934,757 (753,279) 181,478 - - 181,478
1,456,562 (753,279) 703,283 (275,561) (212,232) 215,490

RAEBEZI A BSIMTETAMEREIER SHEH)F
BREEEGS  WERLEBROIEMELRTENE
- AIR—XZHF 2 RESHEA RAFERGE

43. ¢REEEE
R2022F K% 2021F12 831 H » KEBRATFTA
RILFERIGHEZ2EEBEREE -

44, BEEEX

RIEEB( D FIEHI)E 383 I R(A T (REEEFIS
BR) BODE S SOBT  AARITEFRE Y B
BT

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.

43. TRANSFERS OF FINANCIAL ASSETS

As at 31 December 2022 and 2021, there were no transferred financial
assets of the Group that do not qualify for derecognition.

44. 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:

2022 2021
BET T PSR T
HK$’000 HK$'000
RERBKRERZER Aggregate amount of relevant transactions outstanding
R at year end 40,721 37,497
REAREEBBERZ 2 Maximum aggregate amount of relevant transactions
= AREE outstanding during the year 42,101 46,182
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45, FECZEBREALIRS

SARERER -

AEBEEERARAEESRIERARAR ([15E
) REEBEBRARSTREEEEEERMNAR
AR ((HEGEE]) - mHBEERRTEARLIE
FABCER ([ BAERER ) FErp E AR AN ([HR ) AUSZEY
BESREE  ERODMEEEHARXSMERAR
([BBWRM]) LR -

(a) RE|ARARBFAREF2HMDTET
MR %

AREZEEERARREESE  MEESEER
REEE (B8 ERER QR ([EEEE D EH] - f
BEEREERBLERAR  HXERREERE
BIARIIRED - M BOER = P 2 AR MBI B 5B 048
FXERFT - T B A B BERMBUS IRERBURS -

REEEN LN B O E bR -

RES DR BEEETHRZBEEREPEARAEER
FERRER - B2022F 1243180 - A5 E
N IE 4858 5 78 1 16,000,255,000 7T (2021 F = B ¥
14,123,405,0007T) &/5#1,400,481,0007C(20214F :
1,197,776,0007C) ° & ZE 202212 B31 HILFE -
iR B A UL RS R R E AR H R &5
BUA)F B R D Bl A7 38,860,000 7T (2021 & & /&
#49,292,0007T ) K& 7 # 580,460,000 7T (2021 £F :
357,316,0007T) °

45. 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 ultimate holding
company is China Cinda Asset Management Co., Ltd. (“China Cinda")
which is a state-owned financial enterprise established in the People’s
Republic of China (the “PRC") by the Ministry of Finance (the “MOF")
and its shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (“Hong Kong Stock Exchange”).

(a) 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 and its major shareholder and de facto controller
is MOF, which is one of the ministries under the State Council of the
PRC Government, primarily responsible for state fiscal revenue and
expenditures, and taxation policies.

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 2022, the related aggregate amount of the Group
was HK$16,000,255,000 (2021: HK$14,123,405,000) and HK$
1,400,481,000 (2021: HK$1,197,776,000) respectively. The aggregate
amount of expenses of the Group arising from these transactions and
the net loss arising from disposal with China Cinda for the year ended
31 December 2022 was HK$38,860,000 (2021: HK$49,292,000) and
HK$580,460,000 (2021: HK$357,316,000) respectively.
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45, FECZEBREALIRZ @)

(a) BRBARARFARESzZHMDTET
MRS (&)

ABOBREEBFTBETHORIBERLTFR R
2022 12A318 - AEEHEBARELBRBE
1,545,133,0007T(2021 4F : ##4,911,717,0007T) °
HZE2022F12 A31 HILFE » BEERBSMMBULE
EI5BIEREER S B85 5B 3,198,000 7T (2021
£ : ¥ 20,773,0007T) °

M2022F 12 A31 8  RFHEBARIES 2 Hit QA
HERIEERZ S (20214 : A% 592,486,0007T) °
HZE2022F12A31BIEFE - B QA% 2 &
AR EEBBREFEEANBABRERSE
27,896,000 7T (2021 4F : 7% 48,092,000 L) °

AL EGAFTEF 2 EAARNRSREITTES /M
TH-R2022612A8310 AEBEHRBERERSE
BITE S RAE BB 16,625,000 7T (20214 : B
19,857,000 7T ) R HTE € Bl B (& &5 % 44,292,000 7T
(20214 : 7% 57,991,0007C) ° & ZE 2022 4F 12 A
BMALEFE - B ARHEH 2 HMA Mt aE
BBRBEFEENRARES N ATESREE BB
941,000 7T (2021 4F : B 339,000 7T) RITES R E
EA7B%2,256,0007T(20214F : ##59,585,0007T) °

ABHEGRREH 2 EMATHRZREFER
REPFEZR 2022512 A31 8 » REBE B XK
T8 48 %5 > Bl & 78 ¥ 224,536,000 7T (2021 4F : B
149,533,000 7T ) K 7 #2,373,219,000 7T (2021 4F :
75#56,397,258,0007T) © #EZE2022F 12 A31 HIEF
[ - BERRNER 2 iR R MUt RS RERE
ERIRA KRS BB EE D Bl &% 9,614,000 7T (2021
& B %4,939,0007T ) & 7 % 63,835,000 7T (2021
& : ¥ 84,090,0007T) °

45. SIGNIFICANT RELATED PARTY
TRANSACTIONS (Cont'd)

(@) Transactions with the parent companies and
the other companies controlled by the parent
companies (Cont'd)
The majority of transactions with Cinda Hong Kong arises from
deposits from customers. As at 31 December 2022, the related
aggregate amount of the Group was HK$1,545,133,000 (2021:
HK$4,911,717,000). The aggregate amount of expenses of the Group
arising from these transactions with Cinda Hong Kong for the year
ended 31 December 2022 was HK$3,198,000 (2021: HK$20,773,000).

As at 31 December 2022, there were no transactions of financial
investments with other companies controlled by the parent companies.
(2021: HK$592,486,000). The aggregate amount of income of the
Group arising from these transactions with other companies controlled
by the parent companies for the year ended 31 December 2022 was
HK$27,896,000 (2021: HK$ 48,092,000).

The majority of transactions with other companies controlled by the
parent companies arises from derivative financial instruments. As
at 31 December 2022, the related aggregate amount of the Group
was HK$16,625,000 (2021: HK$19,857,000) for the asset side
and HK$44,292,000 (2021: HK$57,991,000) for the liability side
respectively. The aggregate amount of income of the Group arising
from these transactions with other companies controlled by the parent
companies for the year ended 31 December 2022 was HK$941,000
(2021: HK$339,000) for derivative financial assets and HK$2,256,000
(2021: HK$59,585,000) for derivative financial liabilities.

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 2022, the related aggregate
amount of the Group was HK$224,536,000 (2021: HK$149,533,000)
and HK$2,373,219,000 (2021: HK$6,397,258,000) 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 period ended 31 December 2022 were
HK$9,614,000 (2021: HK$4,939,000) and HK$63,835,000 (2021:
HK$84,090,000) respectively.
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45, FECZEBREALIRZ @)

(a) BRBARARFARESzZHMDTET
MRS (&)

ABAEFAFEHFH CEMATNRZRAY
¥ -EZMERE EMEEREMERERERE-
2022512 310 - AEEBBEFIERERBE
312,016,000 7T (2021 £F : &% 401,409,000 7 ) &
# 597,672,000 7T (2021 4F : & #641,089,0007T)
H A % #303,618,0007C (2021412 A31H : B
391,468,000 7T ) 715 Fl 7 & B 2 7B 326,829,000 7T
(2021 £ : #%529,950,000 7T ) A B £ A Bl H| 2 &
AR BRTHEREMEENHEERE - HZ=2022
F12 A3V BILFE - B QRS Z H A R A
BB AREPEARN T LB AE% 61,693,000
70 (2021 4F : 7% 9,018,000 7T) °

B i FESN - EEAD AR R B A RHES 2 H AR F]
ETHRHATERK o

AEEELFEBHETERETRITIERRS
BREER BFRENEETSERS °

45. SIGNIFICANT RELATED PARTY
TRANSACTIONS (Cont'd)

(a) Transactions with the parent companies and

the other companies controlled by the parent

companies (Cont'd)
The majority of 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 2022, the
related aggregate amount of the Group was HK$312,016,000 (2021:
HK$401,409,000) and HK$597,672,000 (2021: HK$641,089,000), of
which HK$303,618,000 (2021: HK$391,468,000) represent right-of-
use assets and HK$326,829,000 (2021: HK$529,950,000) 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 2022 was HK$61,693,000 (2021: HK$9,018,000).

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.
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45. FEZABEALRS @) 45. SIGNIFICANT RELATED PARTY
TRANSACTIONS (Cont'd)
(b) EEBUFHE  KEEE  MEBHRERE (b)  Transactions with government authorities, agencies,
tEEEHERNS affiliates and other state controlled entities

HREE A RAFE I S A S EE it - Th@BiIK The Group is subject to the control of the MOF of the PRC Government,

FIters - ORI - BB R ARG ERE which also directly or indirectly controls a significant number of entities

EXRAEEHIASEMER - REBIZR—MREEKEK through its government authorities, agencies, affiliates and other state

EA@BUT*%T% RIEHERE - (B R B A HE controlled entities. The Group enters into banking transactions with
ETERRITERRS government authorities, agencies, affiliates and other state controlled

entities in the normal course of business at commercial terms.

BERZSEEETBREMATIZE : These transactions include, but are not limited to, the following:
BE  REEERERMEZEN — lending, provision of credits and guarantees, and deposit taking;
= RITRIZE Z F R AEER — inter-bank balance taking and placing;
= HE - BE - BEAERREMBEEIEGIELRE = sales, purchases, underwriting and redemption of bonds issued
FrEgiT 2 &% by other state controlled entities;
- RALINE - (TR R ABRAIR & ARTS — rendering of foreign exchange, remittance and investment

related services;

- RIEEFEES : & — provision of fiduciary activities; and
= BEAHRSZE RABETH - SERBPERS - — purchase of utilities, transport, telecommunications and postage
services.
F-377
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45, FECZEBREALIRZ @)

(0 FESEA
FTEREAERERLEEEEEREERNREE
Ketdl HEREEEEEB AL BEESERE
HEEEEAE - AEBELREEETEREIEES
BABGHRRAERERERREERE - RAFRE
F AEEWIEEARTRAERATIZEESE
AEREEHEATETEARS

)ﬂ]ll]

TESBAEBEZ12A31 BIEFEZHMOT ¢

45. SIGNIFICANT RELATED PARTY
TRANSACTIONS (Cont'd)

() 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:

2022 2021

BT BT T

HK$°000 HK$'000

SR E MG EE TR Salaries and other short-term employee benefits 47,416 52,827
RIRAEF Post-employment benefits 3,198 3,705
50,614 56,532

(d) ERBATNERR

R2022F 12 A318 » ARTHEASEBBREPIE
—REEIGTETR D E LR EW KB R A3
TE 458 Bl A8 % 1,237,214,000 7T (2021 £F : 7B
946,715,000 7T ) K 7 ¥ 1,493,483,000 7T (2021 4F :
75 568,252,0007T) ©

(d) Balances with subsidiaries

As at 31 December 2022, 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$1,237,214,000 (2021: HK$946,715,000) and
HK$1,493,483,000 (2021: HK$568,252,000) respectively.
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46. EIPRERE

ATAH 2 REBERRTERG 2 S ERBEY
IR AL - B EERRR S HFHREmE A
EREBENI YT SERBREENBED -
HBAMEIERE S R B R A H 2 N (S o
EEE Y FIRAFENES SHFREDTR - AIE
RISERE SRR A 2 FEH © & ERERT 280D
17 ERB S EEREZIRT 2 BITATER °

AEENEEF K EEED A MARBBRAEBER
EREAREE 10% SPA 2 BT

46. 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:

2022
FEBITIAAKAE
Non-bank private sector
FFRT
SRR kem
EL#E Non-bank TAAMERE
1T Official financial Non-financial gt
Banks sector institutions private sector Total
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$’'000
R Bl At Mainland of China 27,131,003 846,551 8,410,519 56,709,064 93,097,137
BA Hong Kong 5,474,498 26,007 20,771,849 30,827,178 57,099,532
2021
FERITILAME
Non-bank private sector
FEIRAT
LRIIE R
B Non-bank FLAKEE
Re7 Official financial  Non-financial BEr
Banks sector institutions  private sector Total
BT BETT BETT AT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
H B A Mainland of China 40,469,331 1,911,300 7,391,997 61,445,553 111,218,181
BB Hong Kong 3,220,875 9,820 16,387,471 31,385,054 51,003,220
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47. EEEBRREGEEHR 47. BALANCE SHEET AND STATEMENT OF
CHANGES IN EQUITY
(a) EESERX (a) Balance sheet
M®12H831H
As at 31 December
2022 2021
BT T BT T
HK$'000 HK$'000
BE ASSETS
EFR e RFHERIT R Cash and balances with banks and
HAb - mgERN SR other financial institutions 41,714,170 30,636,313
NAREECETABRZ SREE  Financial assets at fair value through profit or loss 7,966,809 8,723,287
TESmMT A Derivative financial instruments 1,260,176 455,043
BRI EMARIE Advances and other accounts 210,736,352 208,547,028
SRR E Financial investments 111,744,550 99,812,367
NP EERNEI s F Interests in subsidiaries 11,713,686 11,713,686
HEYZ Investment properties 559,140 327,610
M - BN RS Properties, plant and equipment 7,472,730 6,654,356
HhEE Other assets 2,309,733 1,738,683
BERTE Total assets 395,477,346 368,608,373
af& LIABILITIES
RITREM S RS2 Deposits and balances from banks and
TR R EEH other financial institutions 33,792,149 13,328,393
AAEZ T ABEZ £/ EB[E  Financial liabilities at fair value through profit or loss 7,119,358 6,415,312
PTESRMT A Derivative financial instruments 548,351 474,387
EYSNES N Deposits from customers 289,512,087 279,380,266
BB TR Certificates of deposit in issue - 936,423
H b BRIA [ £ Other accounts and provisions 3,168,578 2,834,823
ERNHEARE Current tax liabilities 346,177 212,285
BLEHIEAE Deferred tax liabilities 356,077 804,607
®BEBE Subordinated liabilities 5,455,215 5,451,286
B EEE Total liabilities 340,297,992 309,837,782
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47. EEEBRREZEHR & 47.

BALANCE SHEET AND STATEMENT OF
CHANGES IN EQUITY (Cont'd)

() EBEEEXR®E) (a) Balance sheet (Cont'd)
MW12A31H
As at 31 December
2022 2021
BET T BT T
HK$’000 HK$'000
& EQUITY
A&z Share capital 3,144,517 3,144,517
(Eec Reserves 46,956,981 46,311,184
BN AEERRE N ERE Total equity attributable to owners of the parent 50,101,498 49,455,701
FHINEATH Additional equity instruments 5,077,856 9,314,890
BARLRER Total equity 55,179,354 58,770,591
BERERETE Total liabilities and equity 395,477,346 368,608,373
LEESHN2023F3 A23HBBZETRUTAL Approved by the Board of Directors on 23 March 2023 and signed on
REKEZF - behalf of the Board by:
2139 Liu Jun B 72 e Cheng Kin Kong
EFE Director EFE Director
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47. EESBERREZSHR® 47. BALANCE SHEET AND STATEMENT OF
CHANGES IN EQUITY (Cont'd)
(b) REZEBEFX (b) Statement of changes in equity
i
Reserves
DA
Rz ARt
2EhERE
BINER BE  Resenefor
IR ERBE  farle
A& Additional Pemises thoughother — EEGE*  HERE  BEEA
Share equity  revaluation comprehensive  Regulatory  Translation Retained st
capital  instruments reserve income reserve* reserve eamings Total
Bt BEfn  BETr  #ETn BT AT BETr BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
R2021E1A18 At 1 January 2021 3144517 9,314,890 5,967,708 497 643 983,555 (12,144) 37021629 56,917,798
EEET Profit for the year - - - - - - 248012 2428012
Hh2E - Other comprehensive income:
RE Premises - - 49,009 - - - = 49,009
ReatEilEEl rEan Actuarial gains on defined benefit plan - - - = = = 328 328)
MERALZERE Financial instruments at fair value through
JERIA other comprehensive income - - - (160,768) - - - (160,768)
R Currency translation difference - - - (5) - - = (5)
FANGEE Total comprehensive income - - 49,009 (160,773) - - 243129 2319530
SABNERTEARE Distribution payment for additional
equity instruments - (466,737) - - - - - (466,737)
ERERFET Transfer from retained earnings - 466,737 - - 110,19 - (576933) -
K128 318 At 31 December 2021 35T 93480 61T /SN 10T (1214 3880 BTN
F-382
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47. EESBERREZSHR® 47. BALANCE SHEET AND STATEMENT OF
CHANGES IN EQUITY (Cont'd)
(b) ERBER(E) (b) Statement of changes in equity (Cont'd)
fifE
Reserves
MfE
AL
2ERERE
BhER EE  Reserve for
I8 EfifE  fairvalue
BA&  Additional  Premises throughother  EERfG*  BERGE  BEEA
Share equity revaluation comprehensive  Regulatory  Translaion  Retained EH
capital  instruments reserve income reserve* reserve earnings Total
A¥Tn  ATn  RAMTn  BMTr  B¥tn  E¥Tn AMTn AlTn
HKS$'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000
RA2E1A1H At 1 January 2022 3144517 9314890 6,016,717 336,870 1,093,751 (12,144) 38875990 58,770,591
ERE Profit for the year - - - - - - 2894969 2,894,969
Hh2EE - Other comprehensive income:
RE Premises - - (44,720) - - - - (44,720)
REMaRiEE rEan Actuarial gains on defined benefit plan - - - - - - 40,623 40,623
DABRMGTAZZERE  Finandal instruments at fair value through
ZERIA other comprehensive income - - - (1,741,928) - - - (1,741,928)
EHAEER Currency translation difference - - - - - - -
PENEEE Total comprehensive income - -0 (1741928) - - 295 1148944
EBNEATR Issue of additional equity instruments" - 5,077,856 - - - - - 5,077,856
REBNEATR Redemption of the additional
equity instruments - (9,314,890 - - - - (101,932)  (9,416,822)
HBIEATIAZE Distribution payment for additional
equity instruments - (401,215) - - - - - (401,215)
e/ (2)86E7 Transfer from{to) retained earnings - 401,215 - - (35395) - (47.263) -
R202E12A318 At 31 December 2022 3144517 5077,85 5971997  (1,405,058) 739,799 (12,144) 41,662,387 55,179,354
1. % N K 17 % 17 % ¥5,099,868,0007T( % T 1. During the year, the Bank issued HK$5,099,868,000 (US$650,000,000)
650,000,000) 5K A FE R 5HR AR FBIN— R ERNEH [ 7@ perpetual non-cumulative subordinated additional tier 1 capital securities
BEATA]) - EHEEITHAER22,012,000TEE A ("additional equity instruments”). Direct issuance costs of HK$22,012,000 are
B - WHERINE AT AR © accounted for as a deduction from the additional equity instruments.
i BREEFIRIUREERI  HeBRERKBEIHRBTF @ In accordance with the requirements of the HKMA, the amounts are set aside
BNEEEHEERITREAR 2B (BFERKE LD for general banking risks, including future losses or other unforeseeable risks,
Hip eI FEHIRERR) © in addition to the loan impairment allowances recognised.
F-383
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48. BRARERDF
AEBATREERZES - MPREEEAPEA
RAMBI G BB (T BER ) R AR KB ([
BRINBESREE  ERHTEEEHERZSH
FARAR ([FRBRM]) LS -

49. BIREHmzZE
R BHRERN2023F3 A 23 BREE=S HANKE
Bffh o

48. ULTIMATE HOLDING COMPANY

The Group is indirectly controlled by China Cinda, which is a state-
owned financial enterprise established in the People’s Republic of China
(the “PRC") by the Ministry of Finance (the “MOF") and its shares are
listed on the Main Board of The Stock Exchange of Hong Kong Limited
("Hong Kong Stock Exchange”).

49. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the
Board of Directors on 23 March 2023.
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