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The Directors of Wing Lung Bank Limited (the “Bank”) are pleased to
publish the Interim Financial Disclosure Statements of the Bank and its
subsidiaries (the “Group”) for the six months ended 30 June 2018. The
consolidated income statement and consolidated statement of
comprehensive income for the six months ended 30 June 2018, and the
consolidated statement of financial position as at 30 June 2018 of the
Group, all of which are unaudited, along with selected explanatory notes
and supplementary financial information are set out on pages 9 to 54 of
these Interim Financial Disclosure Statements.

The Hong Kong economy showed a trend of sustained growth in the first
half of 2018. Given global economic growth and persistent expansion in
external demand, Hong Kong’s total exports of goods continued to grow.
Local consumer sentiment was underpinned by favourable conditions in
employment and asset markets. Labour market stayed tight with low
unemployment rate and underemployment rate. Total employment
maintained solid growth. Amid steady external price pressure and mild
increase in labour cost, inflation remained moderate.

Externally, the global economy maintained good momentum. The US
economy grew steadily, and the US key economic indicators showed
continuous expansion. The European economy grew modestly, with
improvement in employment market and moderate inflationary pressure.
The Mainland economy registered a stable performance with good
momentum for growth in the first half of 2018. The Mainland adhered to
the basic tune of seeking progress while maintaining stability, deepened
the supply-side structural reform and sustained driving force
transformation. External uncertainties increased given US escalated trade
conflicts with the Mainland and expectations of faster US interest rate
hikes. The operating environment was challenging for the banking sector.

Financial Review

For the period ended 30 June 2018, the profit attributable to shareholders
of the Group was HK$1,253 million, representing a decrease of 34.7% as
compared with the first half of 2017, which was mainly due to increase in
the impairment loss and decrease in net non-interest income. Net interest
income rose. Return on average assets and return on average equity were
0.83% and 7.47% respectively.

During the first half of 2018, the Group recorded a net interest income of
HK$2,225 million, representing an increase of 26.4% as compared with
the corresponding period of 2017, which was mainly attributable to the
increase in loans and interbank lending. The net interest margin for the
first half of 2018 increased by 26 basis points to 1.65% as compared with
that for the corresponding period of 2017.
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Net non-interest income was HK$790 million, representing a decrease of
32.0% as compared with the corresponding period of 2017, which was
mainly attributable to 83.1% decrease in net trading gains. Net fees and
commission income amounted to HK$459 million, representing an
increase of 24.4% as compared with the corresponding period of 2017,
which was primarily attributable to the increase in net fees and
commission income from securities brokerage and investment services as
well as trade finance business.

In the first half of 2018, impairment losses amounted to HK$779 million,
representing an increase of HK$620 million over the same period in
2017, which was mainly due to the increase in impairment losses on
securities investments.

Operating expenses amounted to HK$1,027 million, representing an
increase of 11.1% as compared with the corresponding period of 2017.
The cost-to-income ratio for the first half of 2018 was 34.1%,
representing an increase of 2.5 percentage points as compared with the
corresponding period of 2017.

As at 30 June 2018, the balance of total advances to customers, including
trade bills, of the Group increased by 3.2% to HK$161.3 billion as
compared with that at the end of 2017. The non-performing loan ratio,
including that of trade bills, was 0.62%, up by 0.08 percentage point as
compared with that at the end of 2017, which implied a sound loan
quality on the whole.

As at 30 June 2018, total deposits of the Group increased by 2.9% to
HK$217.0 billion as compared with that at the end of 2017. Among the
various kinds of deposits, Hong Kong Dollar deposits increased by
HK$3,351 million or 2.8%; US Dollar deposits after translation
decreased by HK$2,142 million or 4.5%; RMB deposits after translation
increased by HK$3,429 million or 11.5%; and deposits in other foreign
currencies after translation increased by HK$1,438 million or 9.8%, as
compared with that at the end of 2017.

As at 30 June 2018, total assets of the Group amounted to HK$302.9
billion, representing an increase of 1.4% as compared with that at the end
of 2017. Total equity attributable to shareholders amounted to HK$34.0
billion, representing an increase of 2.6% as compared with that at the end
of 2017. Loan-to-deposit ratio was 70.2%, up by 0.5 percentage point as
compared with that at the end of 2017.

In the first half of 2018, the Group exercised call option to early redeem
the fixed-rate subordinated notes with a face value of US$200 million,
qualifying as Tier 2 capital of the Bank. As at 30 June 2018, common
equity tier 1 capital ratio, tier 1 capital ratio and total capital ratio of the
Group were 12.4%, 14.6% and 17.8% respectively, and the average
liquidity coverage ratio for the second quarter of 2018 was 150.8%, all
above statutory requirements.
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Retail banking

As at 30 June 2018, the balance of retail deposits amounted to HK$159.7
billion, representing an increase of 4.5% over that at the end of 2017. To
be in line with China Merchants Bank’s leading position in mobile
financial services in the Mainland and the development of the FinTech,
the Bank is committed to provide innovative and convenient self-service
to customers. The launch of WLB Wintech mobile application (“WLB
Wintech”) in early 2017 was well received by customers due to its
easy-to-use functions. In the first half of 2018, the Bank launched
upgraded version 3.0 of WLB Wintech and privilege offers so as to
provide customer with better banking experience. To enhance customer
experience and secure stable deposits from customers, the Bank
introduced 7x24 fixed deposits creation service via personal net banking
and mobile baking, “Utilities-rebate Lifetime Offer”, etc.

As at 30 June 2018, the balance of mortgage and personal loans
amounted to HK$31.7 billion, representing an increase of 0.7% over that
at the end of 2017. Of the total loans, the balance of residential mortgage
loans amounted to HK$7,768 million, representing a decrease of 5.5% as
compared with that at the end of 2017. The keen competition of mortgage
market further drove down the volume and income of mortgage business.
The Bank will focus on adjusting loan portfolio as well as development
of wealth management business and high-end customers, thus enhancing
profitability.

The credit card receivables amounted to HK$217 million, representing a
decrease of 11.0% as compared with that at the end of 2017, which was
attributable to the fierce market competition and slowdown in card
spending. The Bank continued to devote efforts in promoting its
merchant business. As at 30 June 2018, the merchant business turnover
recorded an increase of 10.8% as compared with the corresponding
period of 2017. The Bank launched Weixin Payment Acquiring Service in
May 2018 and proactively developed online acquiring service, so as to
boost its operating income.
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As regards private banking and wealth management business, the
volatility in global capital market, coupled with deleveraging, strict
control and limiting outflows policies adopted by the Mainland, brought
immerse challenges and opportunities to cross-border wealth
management business. To cater for customer’s financial needs, the Bank
focused on structured products aiming at providing customers with
various investment tools with different levels of capital guarantee in a
timely manner. Moreover, the Bank launched global corporate private
equity fund and enhanced multi-asset allocation capabilities so as to
maintain steady growth of fund management income. The Bank also
formed efficient service model through comprehensively improving
product trading platform and strengthening automatic quotation system.
As at 30 June 2018, commission income from investment service
recorded a growth of 49.4% as compared with the corresponding period
of 2017.

In early 2018, the local stock market rallied on the back of improving
external market conditions. However, the local stock market turned
volatile and the Hang Seng Index dropped to half-year low given the
market’s concern about the acceleration in interest rate hike by the US
Federal Reserve and the escalation of Sino-American trade war. In early
2018, the Bank launched a brand new Securities Page of WLB Wintech
providing free stock quotes and market information to enable customer to
grasp investment opportunities. As at 30 June 2018, the Bank realised
securities brokerage commission income of HK$138 million,
representing an increase of 49.6% as compared with the corresponding
period of 2017. It is anticipated that more quality enterprises will seek
listing in Hong Kong in the second half of 2018. The Bank will continue
to launch IPO shares subscription handling fee discount as well as
optimise mobile and online securities trading functions, aiming at
maintaining customer relationship and market competitiveness.

As for branch network, the Bank has a total of 35 banking offices in
Hong Kong at present.
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Corporate and commercial banking

With respect to corporate banking business, total corporate loans,
including trade bills, amounted to HK$77.6 billion as at 30 June 2018,
representing an increase of 14.8% as compared with that at the end of
2017. The balance of trade finance declined mainly due to the adjustment
of loan portfolio in order to improve the overall loan margins. As to
syndicated loan business, the Bank ranked top five among the syndicated
loans bookrunners in Hong Kong according to Reuters ranking. To
maintain steady growth of assets, the Bank continued to devote much
effort to expand deposit business as well as initial public offer receiving
bank service and dividend payment service. As at 30 June 2018, total
corporate deposits amounted to HK$36.9 billion, representing an increase
of 2.2% as compared with that at the end of 2017. Moreover, the Bank
cares about the business needs of corporate customers. We are now
offering “Corporate NET Banking Service” and “SME NET Banking
Service”, which aims at providing a convenient and efficient channel for
corporate customers to manage their financial transactions easily and
flexibly. The Bank will continue to strengthen the development of
different customer segments so as to maintain a stable and sustainable
corporate customer business.

Treasury business

In the first half of 2018, the strong US Dollar increased the volatility in
the foreign exchange market, thus boosting transactions in other foreign
currencies. The Bank seized opportunities and provided customers with
customised solutions through closely monitoring market changes.
Revenue from foreign exchange trading business, including money
exchange business, increased by 30.8% to HK$122 million as compared
with the corresponding period of 2017. With the decrease in revenue
from currency swaps, net gain from foreign exchange trading decreased
by 35.3% to HK$222 million as compared with that in the corresponding
period of 2017.

As at 30 June 2018, the balance of the Group’s debt securities investment
amounted to HK$46.7 billion, representing a decrease of 10.8% as
compared with that at the end of 2017. More than 80% of the debt
securities were rated A3 or above and were exposed to comparatively low
risks.
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Financial institution business

With respect to bank financial institution business, the Bank focused on
expanding the customer base of domestic small and medium-sized banks,
overseas branches of Chinese banks and foreign banks. Great emphasis
was placed on the development of “cross-border financial service
platform for medium and small-sized financial institutions” and further
deepening of the cross-border business relationship with domestic
medium and small-sized financial institutions. The Bank strived to realise
three main functions, namely “Clearing and Settlement, Dealing and
Trading as well as Investment and Financing”. To cater for the business
needs of the customers, the Bank provided financial institution customers
with diversified product chain, thus enhancing synergy effects. In
adherence to the “asset-light bank” business strategy, the Bank will
further build asset management platforms, cooperate with high-quality
banks in the Belt and Road Region as well as foster business coordination
with branches in the Mainland and overseas.

As regards non-bank financial institution business, the Bank strived to
expand investment and commercial banking businesses through
participating in initial public offer financing, mergers and acquisitions
financing, bonds, funds and stock collateral loans. Risk management was
regarded as top priority. To implement “asset-light bank” business
strategy, the custodian service, bond issuance, initial public offer
receiving bank service and dividend payment service achieved
remarkable results and increase non-interest income. As at 30 June 2018,
advances to customers amounted to HK$16.7 billion, representing a
decrease of 5.9% as compared with that at the end of 2017. Meanwhile,
the Bank transformed steadily as well as coordinated with non-bank
financial institution customers in fundraising, trading and asset
allocation. The Bank also strived to explore diversified financing models,
intensify the advantages of capital market and enhance the Bank’s market
influence.

China and overseas business

With respect to China and overseas business, loans to customers
amounted to HK$30.5 billion as at 30 June 2018, representing a decrease
of 8.6% as compared with that at the end of 2017, which was mainly
attributable to the proactive adjustment of assets in order to improve
profit and yield. In the second half of the year, the Bank will launch
mainland branch corporate NET banking service. To provide customers
with personalised cross-border financial services, China and overseas
branches will continue to closely collaborate with the Head Office.

The Bank has 4 branches and sub-branch in Mainland China, a branch in
Macau and 3 overseas branches, located respectively in Los Angeles and
San Francisco in the United States, and the Cayman Islands.
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Insurance

During the first half of 2018, Wing Lung Insurance Company Limited
(“Wing Lung Insurance”) realised a gross premium income of HK$327
million, representing an increase of 16.7% as compared with the
corresponding period of 2017. Property damage insurance relating to
construction projects, employee compensation insurance, other general
liability insurance and personal insurance businesses increased.
Businesses from online banking and mobile banking channels achieved
rapid growth. Total insurance claims decreased by 5.2% to HK$129
million. Underwriting business recorded an increase of profit by 9.5% to
HK$33.17 million as compared with the corresponding period of 2017. In
the second half of the year, Wing Lung Insurance will continue to strive
for achieving breakthroughs in the bancassurance and personal insurance
businesses as well as develop corporate website and mobile applications
to offer unique and differentiated insurance service, thus enhancing
sustainable development capabilities. In the meantime, Wing Lung
Insurance will steadily strengthen its risk management in accordance with
the regulatory requirements of the Insurance Authority.

Human resources
As at 30 June 2018, the total number of employees of the Bank is 1,847

(31 December 2017: 1,836), of which 1,587 are in Hong Kong, 190 are in
Mainland China, 38 are in Macau and 32 are overseas.

17 August 2018
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BEANA=THILEAER

Six months ended 30 June

ZO—N —O—t
2018 2017
a1 BT AT T
Note HK$000 HK$000
F B A Interest income 3 4,527,724 3,498,903
FIEZH Interest expense 4 (2,302,623) (1,738,978)
= ZISUL PN Net interest income 2,225,101 1,759,925
R 5% AR 4 UL A Fees and commission income 569,948 465,729
78 A S Fees and commission expense (111,233) (96,884)
RFEE B FUA Net fees and commission income 5 458,715 368,845
RbEE YA Insurance operating income 6 233,318 246,161
FRE UL Net trading gain 7 62,017 367,766
HEE DN EEE SR AE A4 Net gain on disposal of financial assets at
UL 2 SR & E 2 F UL fair value through other
i comprehensive income 29,082 -
HET Mt S5 2 Net gain on disposal of available-for-sale
P securities - 130,295
HoAth ' SEULA Other operating income 8 135,799 184,593
BREEA Operating income 3,144,032 3,057,585
FR g EH R A Charge for insurance claims 6 (128,807) (135,913)
RHRERRERZ Operating income net of
BEBA insurance claims 3,015,225 2,921,672
BETH Operating expenses 9 (1,027,014) (924,231)
RAUREEHERIZ Operating profit before
B H impairment charge 1,988,211 1,997,441
EREREES Impairment losses 10 (779,102) (158,626)
BENF) Operating profit 1,209,109 1,838,815
& 2 N EEEIR RS Fair value gains on investment properties 17 29,156 64,337
HYE =AY skt 2 0% Net gain on disposal of other properties
Py and equipment 08 22 443
Ol d B BE R A HIHERY 4Rl Net loss on redemption of financial
THRZSEE instrument at amortised cost (15,057) -
Share of net profits of jointly
JFRE A s [ 422 1l B e 2 0 U ) controlled entities 277,796 341,863
e NGIPS vl Share of net profits of associate 468 513
kAR BT R Profit before taxation 1,501,570 2,267,971
Fr i Income tax 11 (249,234) (345,526)
AR F Profit for the period 1,252,336 1,922,445
EBR - Attributable to:
RAITHE B Equity shareholders of the Bank 1,253,002 1,919,279
JEPREI R S R RE 25 Non-controlling interests (666) 3,166
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Wing Lung Bank Limited

SEeHEBIER CREEFR)

Consolidated Statement of Comprehensive Income (Unaudited)

BE_O—/ENA=ZF+HIEAEHA For the six months ended 30 June 2018

BEANA=THILENER

Six months ended 30 June

ZO—N —O—t
2018 2017
BETIT AT T
HK$°000 HK$°000
BAA A Profit for the period 1,252,336 1,922 445
BN H A 210 (8538 /WS Other comprehensive (expenses)/income
for the period
HEBTREENOEZWEREZ Items that may be reclassified
JEHH : subsequently to the income statement:
DIANEEESEAEM 2 EW S Financial assets at fair value through other
SRLEE comprehensive income
- ANEEE - Changes in fair value (650,841) -
- Transfer to income statement on
- N ERFE A RE disposal (29,082) -
- Transfer to income statement on
- PRB{E R E AR impairment 580,882 -
Al B Available-for-sale securities
- INEE s - Changes in fair value - 204,280
- Transfer to income statement on
- N ERFE A RE disposal - (130,295)
JEAL I =\ 5] 2 B Share of associate’s reserves 15 106
JE(E TR PR E SR R Share of jointly controlled entities’ reserves (6,441) 6,776
Exchange difference on translation of
R BFIN 1T B 1B A F]HY financial statements of overseas branches
MR E AR ERE ) and subsidiaries (62,615) 149,029
Effect of deferred taxation on other
FCMb 2 T U 2 AR LR TH 2 2 comprehensive income items 24,029 (21,089)
HEBEARATEHRIEERRREFEZ Items that will not be reclassified
EHE : subsequently to the income statement:
DA AR A LM mWzs>  Equity securities at fair value through other
A HERS 77 comprehensive income
- INE s - Changes in fair value 9,731 -
BT E 2 R E Actuarial losses on defined benefit scheme (17,645) -
Effect of deferred taxation on other
Hofh 2 U s B IR IR TE 5 2 comprehensive income 2,911 -
Other comprehensive (expenses)/income
HA N H A2 T (B 1)U for the period (149,056) 208,807
N2 EWSEEE Total comprehensive income for the period 1,103,280 2,131,252
BB - Attributable to:
RITHER Equity shareholders of the Bank 1,103,946 2,128,086
FEFEHRI B R 4 Non-controlling interests (666) 3,166
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Wing Lung Bank Limited
SEMBIRIR CREERK)

Consolidated Statement of Financial Position (Unaudited)

—O—/\EAH=+H Asat 30 June 2018

30/6/2018 31/12/2017
AT BETIT AT
Note HK$’000 HK$’000
BE Assets
EFEH S MHEHE S Cash and short-term funds 12 49,505,672 49,344,947
Placements with and loans and advances to
[52% ERHER B &K banks 13 33,028,645 28,139,871
HELLAN S EESEA Financial assets mandatorily measured at
EmiEr GREE fair value through profit or loss 2,568,578 -
FHEEEH®RZ &5 Trading securities - 1,074,095
AR T B Derivative financial instruments 14 708,487 1,408,541
EEN L EESE AJEs  Financial assets designated at fair value
HE 2~ SR E through profit or loss 4,468,407 5,943,598
DI E{EZEAHAM 2 E  Financial investments at fair value through
W s 2 SR E other comprehensive income 15 39,939,846 -
o]t HE B A Available-for-sale securities 15 - 46,390,389
TR B AR 2 e Rl
= Financial investments at amortised cost 15 1,112,210 -
23R 55 Held-to-maturity securities 15 - 331,356
B s HA R TE Advances and other accounts 16 164,172,297 159,017,509
I [EEHE R R RS Interests in jointly controlled entities 2,420,883 2,159,614
il = /N=1 R Interest in an associate 2,860 3,592
- CZES Investment properties 17 3,246,960 3,225,920
THE T Mz Interests in leasehold land 165,352 167,366
HA W ZE K 3% g Other properties and equipment 18 1,322,082 1,370,474
] [ U L IE Tax recoverable 1,649 2,681
TEIEFIA A Deferred tax assets 49,485 37,841
SIWEHEEE Assets classified as held for sale 19 152,736 149,021
4E T FE Total assets 302,866,149 298,766,815
28 Liabilities
EEZc3/¢ Deposits and balances from banks 29,405,563 33,134,691
TEEE N AE Trading liabilities - 77,380
TESmITE Derivative financial instruments 14 963,050 794,593
ZEER Deposits from customers 20 217,039,467 210,963,646
BT 2 IFGEE Certificates of deposit issued 7,189,514 4,582,410
(T2 BB EIA Subordinated debt issued 21 3,134,012 4,675,302
= HAM A Current taxation 344,174 174,624
IRIEFRIE & (& Deferred tax liabilities 27,357 67,826
H AR TE & THEE Other accounts and accruals 22 6,169,811 6,536,172
=Y Total liabilities 264,272,948 261,006,644
G Equity
(RN Share capital 23 1,160,951 1,160,951
BEHE Reserves 24 32,826,238 31,972,180
Total equity attributable to shareholders of
SR N AT RS &t the Bank 33,987,189 33,133,131
HYME TH Additional equity instruments 21 4,573,230 4,573,230
JEEEIR S R FE 25 Non-controlling interests 32,782 53,810
RERR AR Total equity 38,593,201 37,760,171
T 7 e B (B A Total equity and liabilities 302,866,149 298,766,815
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Notes to the Unaudited Interim Financial Disclosure Statements
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1 Basis of preparation

The interim financial disclosure statements have been prepared in
accordance with and fully comply with the requirements set out in the
Banking (Disclosure) Rules issued by the Hong Kong Monetary
Authority.

The interim financial disclosure statements have been prepared in
accordance with the same accounting policies adopted in the 2017
annual financial statements except for the adoption of the revised Hong
Kong Financial Reporting Standards (“HKFRSs”, a collective term
which includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations), which are effective for accounting periods beginning
on or after 1 January 2018 issued by the HKICPA. Wing Lung Bank
Limited (“the Bank”) and all its subsidiaries (“the Group”) adopted the
following revised HKFRSs which are relevant to its operations:

- HKFRS 9, Financial Instruments, introduces new requirements for the
classification and measurement of financial instruments, recognition of
expected credit loss on financial assets, and revised requirements for
general hedge accounting.

Classification and measurement

All recognised financial assets that are within the scope of HKFRS 9 are
required to be subsequently measured at amortised cost or fair value:

(@ Financial assets that are held within a business model whose
objective is to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of principal and
interest on the principal outstanding are measured at amortised cost.

(b) Financial assets that are held within a business model whose
objective is achieved both by collecting contractual cash flows and
selling financial assets, and that have contractual terms that give rise
on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding, are measured at
fair value through other comprehensive income (“FVOCI”). The
subsequent changes in the fair value of these assets (except those
relating to interest income and impairment) are recognised in other
comprehensive income. Impairment allowances are recognised in
profit or loss with corresponding adjustment to other comprehensive
income without reducing the carrying amounts of these assets. The
amounts that are recognised in profit or loss are the same as the
amounts that would have been recognised in profit or loss if these
assets have been measured at amortised cost. Upon derecognition,
the cumulative gain or loss previously recognised in other
comprehensive income shall be transferred to profit or loss.
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1 RBLERE (%)

1 Basis of preparation (Continued)
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Classification and measurement (Continued)

(c) The Group elected to present the subsequent changes in the fair
value of equity investments (that is not held for trading) in other
comprehensive income, with only dividend income recognised in
profit or loss. Unlike the financial assets mentioned in paragraph (b)
above, these equity investments are not subject to impairment
assessment. Upon derecognition, the cumulative gain or loss
previously recognised in other comprehensive income shall not be
transferred to profit or loss, and shall be transferred to retained
earnings.

(d) All other financial assets are measured at fair value through profit or
loss. The subsequent changes in the fair value of these assets are
recognised in profit or loss.

(e) The accounting for financial liabilities remains largely the same
under HKAS 39 and HKFRS 9. All recognised financial liabilities
that are within the scope of HKFRS 9 are required to be
subsequently measured at amortised cost or fair value. The
accounting policies for financial liabilities are the same as those
adopted in the 2017 annual financial statements.

Impairment

HKFRS 9 requires an expected credit loss (“ECL”) model, as opposed to
an incurred credit loss model under HKAS 39. The ECL model requires
an entity to account for ECL and changes in those ECL at each reporting
date to reflect changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to have occurred before
credit losses are recognised.

ECLs are recognised for short-term funds, placements with and loans
and advances to banks, advances to customers, trade bills, debt
securities measured at fair value through other comprehensive income,
other financial assets held at amortised cost, and certain loan
commitments and financial guarantee contracts.

At initial recognition, allowance is required for ECL resulting from
default events that are possible within the next 12 months (or less, where
the remaining life is less than 12 months) (“12-month ECL”). In the
event of a significant increase in credit risk, allowance is required for
ECL resulting from all possible default events over the expected life of
the financial instrument (“life-time ECL”).
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1 Basis of preparation (Continued)

Impairment (Continued)

The application of the ECL model of HKFRS 9 will result in three stages

of financial assets:

ECL is required.

- A financial asset is classified under Stage 2 if it was not
credit-impaired upon origination but has since suffered a significant
increase in credit risk. Recognition for life-time ECL is required.

- A financial asset which has been credit-impaired with objective
evidence of default is classified under Stage 3 and is assessed for

life-time ECL.

In assessing whether the credit risk of a financial asset has significantly
increased since origination, both quantitative and qualitative information
that is reasonable and supportable, including historical experience and
forward-looking information, such as change in credit rating,

considered.

Irrespective of the outcome of the above assessment, unless there is
reasonable and supportable information that demonstrates otherwise, the
Group presumes that there has been a significant increase in credit risk
when contractual payments are more than 30 days past due, and default
has occurred when contractual payment are 90 days past due.

The measurement of ECL is a function of the probability of default, loss
given default and the exposure at default. The assessment of the
probability of default and loss given default is based on historical data

adjusted by forward-looking information.

Generally, the ECL is estimated as the difference between all contractual
cash flows that are due to the Group in accordance with the contract and
all the cash flows that the Group expects to receive, discounted at the

original effective interest rate.

The Group has adopted HKFRS 9 on 1 January 2018. The differences
arising from the adoption of HKFRS 9 are recognised in retained
earnings, financial asset revaluation reserve, deferred tax assets, deferred
tax liabilities and other relevant items of statement of financial position
as of 1 January 2018, without restating comparative information. As the
2017 comparative information was prepared under HKAS 39, it may not
be comparable to information presented for 2018.
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A financial asset is classified under Stage 1 if it was not
credit-impaired upon origination and there has not been a significant
increase in its credit risk since inception. Recognition for 12-month
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1 RRIEREE (&) 1 Basis of preparation (Continued)

) KR 40 7 A W i S 48 RIS 95% Effect of initial application of HKFRS 9

=2
B

5 HHEHE
Reclassification Remeasurement
ENEETS KETEE
SHRAT PAAHYE
e MRz [FI3E EIEAH RE
SHRAT TEHAFFI o SHRAT
IRz BT REGK R IRz HK
B RoE From From B H AR KETEH  HAPE
Hi&4  placements financial T EfEIEL (iR
From cash withand  REFHE assets  ZREWftE  RKERE From  ZKEXS BRI B A
and loans and HE AR designated 5% FHAE 5 advances  BRIE N2 iz bl
short-term  advances to 5% atfair value From From and other i Impairment From fair
(45 F%) funds at banks at From through available- held-to-  accounts at From charge value to (E51)
(Audited) amortised amortised trading profit or for-sale maturity amortised trading under ECL  amortised (Restated)
31/12/2017 cost cost securities loss securities securities cost liabilities model cost 1/1/2018
ABMETT BIETIT HBMETT AT HBMETT BT i T BT BT BT OBETIT O BETT
HK$°000 HKS$°000 HK$°000 HKS$°000 HK$°000 HK$°000 HKS$°000 HKS$°000 HKS$°000 HK$°000 HK$’000 HK$°000
TE Assets
TSR A SI#E > Cashand short-term
FEFR & R funds at amortised
B cost 49,344,947  (6,622,175) - - - - - - - 17) - 42,722,755
DAAEE AR
i < T Wi 2 2 JE
{FH 4 R/ #i¥E  Cash and short-term
& funds at FVOCI - 6,622,175 - - - - - - - - - 6,622,175
Placements with
and loans and
T PESHRAYIMR . advances to
FISEERIFC%  banks at
B amortised cost 28,139,871 - (6,081,860) - - - - - - (16,960) - 22,041,051
DAAF(E{EzEAE Placements with
it 4= T U %5 22 TE] and loans and
SEEHIE & advances to
E/4 banks at FVOCI - - 6,081,860 - - - - - - - - 6,081,860
Financial assets
mandatorily
BELLAF(EESE  measured at fair
AfE25HE 2 4@ value through
GEiE profit or loss - - - 1,074,095 296,696 308,193 - - - - - 1,678,984
FERBAR®RZE
% Trading securities 1,074,095 - - (1,074,095) - - - - - - - -
Financial assets
FEELA @M designated at fair
AJHZRIEZ 4@ value through
HiE profit or loss 5,943,508 - - - (296,696) - - - - - - 5,646,902
DAAF(E{ERE A E Financial
fii & HLas 24 investments at
B - 0 FVOCI - debt
Foeas securities - - - - - 43,973,495 - - - - - 43973495
DAAF{E{ERE A H Financial
fii & MHLas 24 investments at
A - M FVOCI - equity
Foeas securities - - - - - 1,028,298 - - - - - 1,028,298
Auvailable-for-sale
o] it H 8 2 5B securities 46,390,389 - - - - (46,390,389) - - - - - -
Financial
TS AR 2 investments at
ERIEE amortised cost - - - - - 1,080,403 331,356 - - (2,305) 2,721 1,412,175
Held-to-maturity
FFREBE S securities 331,356 - - - - - (331,356) - - - - _
Advances and other
BRI accounts at
B HoAh HE T amortised cost 159,017,509 - - - - - - (7,357,039) - (69,118) - 151,591,352
PAASPEE 35 A Advances and other
4L 2 & accounts at
R HA R TH FVOCI - - - - - - - 7,357,039 - - - 7,357,039
R I A Deferred tax assets 37,841 - - - - - - - - - (449) 37,392
P=U Liabilities
Financial liabilities
mandatorily
FUELLVAPE 5 measured at fair
AR & value through
=T profit or loss - - - - - - - - 77,380 - - 77,380
A2 S HETE R 2 &% Trading liabilities 77,380 - - - - - - - (77,380) - - -
Deferred tax
HEIE AR IE & (& liabilities 67,826 - - - - - - - - (28,087) - 39,739
Other accounts and
LA R TE R T accruals 6,536,172 - - - - - - - - 61,825 - 6,597,997
= Equity
Financial asset
revaluation
HiE SR E ERERE reserve (27,242) - - - - (13,203) - - - 34,609 2,272 (3,564)
A Retained earnings 30,437,770 - - - - 13,203 - - - (156,747) - 30,294,226
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1 Basis of preparation (Continued)

Effect of initial application of HKFRS 9 (Continued)

As a result of “hold to collect and sell” business model classification
under HKFRS 9, short-term funds of HK$6,622,175,000, placements
with and loans and advances to banks of HK$6,081,860,000 and
advances and other accounts of HK$7,357,039,000 were reclassified
from amortised cost to fair value through other comprehensive income.

Debt securities designated at fair value through profit or loss of
HK$296,696,000 and available-for-sale securities of HK$308,193,000
did not meet the “solely payments of principal and interest” requirement
and were reclassified to financial assets mandatorily measured at fair
value through profit or loss. The fair value gain and deferred tax impact
of the available-for-sale securities of HK$13,203,000 previously
accumulated in the financial asset revaluation reserve were transferred to
retained earnings.

As a result of “hold to collect” business model classification under
HKFRS 9, debt securities of HK$1,080,403,000 were reclassified from
available-for-sale to amortised cost and the corresponding fair value
losses and deferred tax impact of HK$2,272,000 previously accumulated
in the financial asset revaluation reserve were reversed accordingly.

As a result of “hold to collect and sell” business model classification
under HKFRS 9, available-for-sale debt securities of HK$43,973,495,000
were continued to be measured at fair value through other comprehensive
income.

The Group elected to measure the non-trading available-for-sale equity
securities of HK$1,028,298,000 at fair value through other
comprehensive income.
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1 Basis of preparation (Continued)

Impacts on opening consolidated statement of financial position from the
application of HKFRS 9:

(B F=x) HKFRS 9 (EE51)
(Audited) TR TS S | (Restated)
31/12/2017 595k 1/1/2018
AT BT AT
HK$’000 HK$’000 HKS$’000
BHE Assets
EFERE REHE S Cash and short-term funds 49,344,947 17) 49,344,930
[5] 2 E B E L R & K Placements with and loans and advances to banks 28,139,871 (16,960) 28,122,911
FRE LA EEE AR &t Financial assets mandatorily measured at fair value
GEE through profit or loss - 1,678,984 1,678,984
FHEEERRZE5 Trading securities 1,074,095 (1,074,095) -
LM TE Derivative financial instruments 1,408,541 - 1,408,541
FEEUANFEEEABRIEZ S Financial assets designated at fair value through
B profit or loss 5,943,598 (296,696) 5,646,902
PLA BB A HM £ E Yz 24 Financial investments at fair value through other
Rl & comprehensive income - 45,001,793 45,001,793
ok e Available-for-sale securities 46,390,389 (46,390,389) -
T BN AR YR 2 & R s Financial investments at amortised cost - 1,412,175 1,412,175
F 2 B 75 Held-to-maturity securities 331,356 (331,356) -
B R HAth AR TE Advances and other accounts 159,017,509 (69,118) 158,948,391
S E PR R s Interests in jointly controlled entities 2,159,614 - 2,159,614
T ] A Interest in an associate 3,592 - 3,592
B Investment properties 3,225,920 - 3,225,920
FHE LR Interests in leasehold land 167,366 - 167,366
HoAth 3% KBt Other properties and equipment 1,370,474 - 1,370,474
w] [ U R TE Tax recoverable 2,681 - 2,681
B AR I B Deferred tax assets 37,841 (449) 37,392
HIEH EEE Assets classified as held for sale 149,021 - 149,021
YAEE Total assets 298,766,815 (86,128) 298,680,687
J=Ti=d Liabilities
EEZ214 Deposits and balances from banks 33,134,691 - 33,134,691
HREDANEEESEE AEBRIE &R Financial liabilities mandatorily measured at fair
j=Th value through profit or loss - 77,380 77,380
THIEIE T &ff Trading liabilities 77,380 (77,380) -
T eR T H Derivative financial instruments 794,593 - 794,593
Z R Deposits from customers 210,963,646 - 210,963,646
BT 2 FRGE Certificates of deposit issued 4,582,410 - 4,582,410
BT B EEIA Subordinated debt issued 4,675,302 - 4,675,302
= BARRIE Current taxation 174,624 - 174,624
IR IEFRIE & (F Deferred tax liabilities 67,826 (28,087) 39,739
oAt BE T R THER Other accounts and accruals 6,536,172 61,825 6,597,997
42 i Total liabilities 261,006,644 33,738 261,040,382
fE2S Equity
B Share capital 1,160,951 - 1,160,951
(GG Reserves 31,972,180 (119,866) 31,852,314
Total equity attributable to shareholders of the
B T AT e SR 2 5 T Bank 33,133,131 (119,866) 33,013,265
HHMERR TH Additional equity instruments 4,573,230 - 4,573,230
FEFE I B R M s Non-controlling interests 53,810 - 53,810
Total equity 37,760,171 (119,866) 37,640,305
T 2 F B (B4R AR Total equity and liabilities 298,766,815 (86,128) 298,680,687
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1 Basis of preparation (Continued)

- HKFRS 15, Revenue from contracts with customers, provides a
principles-based approach for revenue recognition, and introduces the
concept of recognising revenue for obligations as they are satisfied. The
standard should be applied retrospectively, with certain practical
expedients available. The adoption of this standard has no significant
impacts on the Group’s revenue recognition.

- Amendments to HKFRS 4, Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts, address concerns arising from
different effective dates of HKFRS 9 and the forthcoming insurance
contracts standard. Entities whose activities are predominantly connected
with insurance may choose to defer the application of HKFRS 9 until
2021 (the “deferral approach”). Entities that defer the application of
HKFRS 9 will continue to apply HKAS 39. The Group applied HKFRS 9
consistently to all entities in the Group and the deferral approach was not
elected.

- Amendments to HKAS 40, Transfers of Investment Property, clarify that
there must be a change in use when a property is transferred to or from
investment properties. A change in use would involve an assessment of
whether a property meets, or has ceased to meet, the definition of
investment property; and supporting evidence that a change in use has
occurred. The requirements of these amendments are consistent with the
Group’s current practice and the adoption of these amendments have no
impacts on the Group’s financial statements.

Up to the date of issue of these interim financial disclosure statements,
the HKICPA has also issued certain new/revised HKFRSs which are not
yet effective for accounting period beginning on 1 January 2018 and
have not been early adopted by the Group. The Group is in the process
of making an assessment of what the impact of these new/revised
HKFRSs is expected to be in the period of initial application.

The financial information relating to the financial year ended 31
December 2017 that is included in the interim financial disclosure
statements as being previously reported information does not constitute
the Bank’s statutory financial statements for that financial year but is
derived from those financial statements. Statutory financial statements
for the year ended 31 December 2017 are available from the Bank’s
registered office. The auditors have expressed an unqualified opinion on
those financial statements in their report dated 20 March 2018.
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2 GREER 2 Basis of consolidation
W45 RIS EE 4) > A EABF 7B & R 3588 These interim financial disclosure statements cover the consolidated
WMEMES ZERN BAEEZ % & W positions of the Group, unless otherwise stated, and include the attributable
& TR B HE S S [E) 22 6 RS KBRS share of the results and reserves of its jointly controlled entities and
O El 2SR Bk o VA GE R HVER  associate. For regulatory reporting, the bases of consolidation are set out in
ﬁ Ik B 53 1] 51 8K EAZI}-:EP WIRA 75 ST notes 1, 2, 3 and 7 of the supplementary financial information of these
%}_ﬁ% TR B ER AN ZERL 2, jnterim financial disclosure statements.
3 FIEWA 3 Interest income
BZANA=+HIEAHEA
Six months ended 30 June
2018 2017
HEETT AT T
HK$°000 HK$’000
BERE R ERESE Cash and balances with banks 1,237,869 637,530
BB 5 Debt securities 566,338 500,981
ZEFEER Advances to customers 2,501,256 2,249,020
HoAthr Others 222,261 111,372
4,527,724 3,498,903

BIEEF U ANETA KL FEERE
AERIEZ GREE ZF B A B
4,191,310,000 7 (= O — 4 : &
3,285,940,000 5T ) F7 kB & 72 7 H10 i =] A1)
B AAENE7,632,0000T (ZO —H&F 4
#4708,0007T) -

4 FEXZH

Included in interest income are interest income from financial assets that
are not at fair value through profit or loss of HK$4,191,310,000 (2017:
HK$3,285,940,000) and unwinding of discount on impaired assets of
HK$7,632,000 (2017: HK$708,000).

4 Interest expense
BEANH=1+HIEANEA

Six months ended 30 June

2018 2017

BT AT IT

HK$°000 HK$’000

Deposits and balances from bank

EEZE2 Q& g=rat4 and deposits from customers 1,937,259 1,542,978
BT ARG Certificates of deposit issued 60,039 38,226
BT % EEE Subordinated debt issued 79,533 27,924
H Others 225,792 129,850
2,302,623 1,738,978

BEEF BT HNEFERUAFEESE
AEBRIEZ SREE M E T EH BN
2,097,831,000 0 (O —t4F : K
1,625,159,0007T) -

Included in interest expense is interest expense on financial liabilities
that are not at fair value through profit or loss of HK$2,097,831,000
(2017: HK$1,625,159,000).
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5 BB M MEFBA

5 Net fees and commission income

BEANA=1THIEAER

Six months ended 30 June

2018 2017
BT BT
HK$°000 HK$’000
HRe ¥ & S R s U A Fees and commission income
Securities brokerage and investment
FE R A B RS services 275,168 197,708
EHRFES Credit cards 69,543 64,899
EREEER IRGE KA Credit related fees and commission 118,557 118,426
= oE Trade finance 61,460 41,676
HAr B ER{TER Other retail banking services 7,806 7,280
EC A AR S B U A Other fee income 37,414 35,740
569,948 465,729
A58 K 2 Fees and commission expenses
ERARER Credit cards (55,177) (55,577)
Securities brokerage and investment
e 7 40 e P E A S services (35,385) (22,091)
HMR % & H Other fee expenses (20,671) (19,216)
(111,233) (96,884)
AR 75 2 R AR < 3 U A Net fees and commission income 458,715 368,845
Hrp e Of which:
Net fees and commission income, other
than amounts included in determining
the effective interest rate, arising from
HIEFFEE H®REdE E LA FEE financial assets or financial liabilities
AEREZEREENEBNE that are not held for trading nor
EZRBEMHASFRACRERER designated at fair value through profit
TESTEEEFRE 2 &) or loss
- R E R A - fees and commission income 191,360 171,649
- BB E BT - fees and commission expenses (53,940) (51,548)
Net fees and commission income on trust
AEERRZEFAREE ZLE K and other fiduciary activities where
HW 2t EEmEL 2 RBE K the Group holds or invests on behalf
EIFUA of its customers
- R E s A - fees and commission income 14,029 9,505
- BB E R - fees and commission expenses (2,269) (666)
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6 frbgESRUCA R OREE R B

6 Insurance operating income and charge for insurance claims

BEAA=THILEANEAR

Six months ended 30 June

2018 2017
BT AT T
HK$°000 HK$’000
R BEEBRA Insurance operating income
b Gross
TS = X Gross insurance premium written 327,416 280,565
Change in unearned premium
A v O B 2 2 DB provision (53,995) (2,753)
EETZ R E N EL 2 RE Premium revenue arising from insurance
WA contracts issued 273,421 277,812
R Reinsurance
ST E R E Reinsurance premium outward (60,016) (48,321)
Change in unearned premium
A O B 2 DU provision 7,572 (270)
Premium revenue ceded to reinsurers
EETZ IREENZ REIA arising from insurance contracts
Y EERA issued (52,444) (48,591)
TREEEFUTA Net earned premium income 220,977 229,221
e A Commission income 47,853 56,150
HA A Other income 183 340
& H Commission expenses (35,695) (39,550)
233,318 246,161
RIEHRER GER) Charge for insurance claims (Note)
k| Gross
EARARE Gross claims paid (158,829) (157,393)
Change in reported claims, incurred
CEWMCRE CREHELRER but not reported (“IBNR”) and
2B AE F EMh R f R 2 O other insurance provision 10,514 13,608
(148,315) (143,785)
LR Reinsurance
U B B R 2 ZAE Claims recovered from reinsurers 12,501 13,586
EEHRIEE  BEREEERER Change in reported claims, IBNR and
Z A R HAMLOR B {2 s other insurance provision 7,007 (5,714)
19,508 7,872
HEE B Total claims incurred (128,807) (135,913)
PRlg e F A Net insurance operating income 104,511 110,248
HE D REHRERHSRERZ Note: Charge for insurance claims represents net claims incurred on the

PR SR B R 98 2 T (8%
R HEARRZ TR
FHSZ -

Group’s insurance business and the related claims settlement

expenses.
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7 ARG

7 Net trading gain

BEANA=THILEANEAR

Six months ended 30 June

2018 2017
BT I BT IT
HK$°000 HK$’000
Net loss arising from financial
HEA B EERABRIRZ &6 T instruments mandatorily measured
IEREH SRiE] at fair value through profit or loss (136,735) -
REEE AR 57 Net gain from trading securities - 25,309
Net (loss)/gain arising from financial
BEDA P EESEABSE ST instruments designated at fair value
HiF (i) g s through profit or loss (77,158) 25,668
Net gain/(loss) arising from derivative
TR T B 2 3 w=(E18) financial instruments 54,119 (26,128)
INEEE I F N Net gain from foreign exchange trading 221,791 342,917
62,017 367,766

8 HAEFWA

8 Other operating income

BEANA=+HLENEAR

Six months ended 30 June

2018 2017
BT AT
HK$’000 HK$’000
B ELUA Dividend income
- B TR RE RS 5 - Listed equity securities 5,334 5,022
-JE BT ERS 5 - Unlisted equity securities 31,830 54,574
Rental income from investment
B 2 U AR E 3R X properties less direct outgoings of
ARz 14,129,000 JT HK$14,129,000
(ZO —+=4F + ##% 13,090,000 7T) (2017: HK$13,090,000) 73,932 86,846
PRE FETH & U % Net rental income on safe deposit boxes 16,663 15,159
Net gain on disposal of other financial
HVE HoAth e b T B 2 5 s instruments 1,863 19,961
A Others 6,177 3,031
135,799 184,593
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9 BFETH 9 Operating expenses
BZEAHA=1+HIENERA
Six months ended 30 June
2018 2017
BT I BT IT
HKS$’000 HKS$°000
ANEEH Staff costs
- e M EAM A EE A - Salaries and other costs 540,655 529,342
- BRIEFSZH - Retirement benefit costs 31,167 31,482
Premises and equipment expenses,
B MR E o ARSI excluding depreciation
- YIS - Rental of premises 53,877 50,352
- HAh - Others 59,033 47,926
e Depreciation
- HAW ¥ R (51 18) - Other properties and equipment (Note 18) 89,111 83,229
- HE LM - Leasehold land 2,014 2,091
E B SE TS Advertising and business promotion 6,905 5,672
BRI R Electronic data processing 39,489 34,659
B % Fe Postage and communications 25,253 27,908
L E R ETRI Printing and stationery 6,175 5,669
K% BB <2 Auditors’ remuneration 2,719 2,048
IKEE Water and electricity 8,828 9,098
PN EYE=E = 3] Legal and professional fee 79,080 53,001
B~ R a K nE Business, withholding tax and surcharges 21,146 9,943
e Insurance 11,641 10,361
M E R Securities related expenses 3,267 3,955
HoAh Others 46,654 17,495
1,027,014 924,231

10 BEEHEK

10 Impairment losses

BEANH=1+HIIAMEA

Six months ended 30 June

2018 2017
HETIT AT
HK$’000 HK$’000
B TRE([E]4E) Impairment losses/(written back) on
- placements with and loans and advances
- FEEIATFER R ERK to banks 4,315 ;
- BBRBE - investment in securities 691,958 -
- B ESTRIR - loans and advances and accrued interest 109,352 158,626
- loan commitments and financial
- BEUKEE M ERIEREY guarantee contracts (26,523) -
779,102 158,626
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10 BEEKL (&)

() FEREHFRREXBEERRL

10 Impairment losses (Continued)

(a) Impairment losses on placements with and loans and advances to

banks
F—FRE EFBE E=FEE =iy
Stage 1 Stage 2 Stage 3 Total
AAEETIT BETT BETT BT
HKS$°000 HK$°000 HK$°000 HK$’000
BEZ-O0—N\&E
~NH=+HIE Six months ended
NEH 30 June 2018
- i - new allowances 7,315 - 7,315
- BE - releases (3,000) - (3,000)
Net charge to the
SCHU G R VFER income statement 4,315 - 4315

(b) B IEBE (EH)/1R%

- DA EESARMEEWRZ

(b) Impairment (written back)/losses on investment in securities

- Financial investments at fair value through other comprehensive

SRR E income
E—MHE EIREL FE=IHE &E
Stage 1 Stage 2 Stage 3 Total
BT AT AT AT T
HKS$’000 HKS$’000 HKS$’000 HK$°000
B2_0O0—N\F
~NEH=+HIE Six months ended
~NEH 30 June 2018
- - new allowances 5,404 - 599,019 604,423
- fE - releases (9,415) (15,356) - (24,771)
Net (releases)/charge
GRS R ZS = to the income
YREE statement (4,011) (15,356) 599,019 579,652
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10 BEEKL (&)

10 Impairment losses (Continued)

(b) R BE(EE)ARL (&)

(b) Impairment (written back)/losses on investment in securities
(Continued)

- HEHRAYEZ SRS - Financial investments at amortised cost
FE—FEE FEPEY FE=FEEE BF
Stage 1 Stage 2 Stage 3 Total
BT BT BT BT T
HKS$’000 HK$’000 HKS$°000 HK$°000
BZ2_0—N\&E
NA=Z+HIE Six months ended
AEA 30 June 2018
- i - new allowances 1 - 123,417 123,418
- H0E - releases (642) - - (642)
- Yl - recoveries - - (10,470) (10,470)
Net (releases)/charge
FEED/ZE S to the income
YREE statement (641) - 112,947 112,306
- BHEE - Investment in securities
FE—PEEE EPEEE B aF
Stage 1 Stage 2 Stage 3 Total
AT AT BETIT BETIT
HK$°000 HKS$°000 HKS$°000 HK$°000
BEZO—N\&
~NEH=+HIE Six months ended
~E B 30 June 2018
Net (releases)/charge
FEED/ZERZS = to the income
SP4E statement (4,652) (15,356) 711,966 691,958

(c) B IEEFIEBE (E#) /8%

(c) Impairment (written back)/losses on loans and advances and accrued

interest
E—FEE -l 3244 e =1
Stage 1 Stage 2 Stage 3 Total
AT AT ARETIT BETIT
HKS$°000 HKS$°000 HKS$°000 HK$°000
BE_O0—N\&F
ANH=Z+HIE Six months ended
~EB 30 June 2018
- i - new allowances 94,317 38,400 226,344 359,061
- #[ - releases (127,941) (63,017) (57,370) (248,328)
- Yl - recoveries - - (1,381) (1,381)
Net (releases)/charge
(CHEN RN e to the income
YREH statement (33,624) (24,617) 167,593 109,352
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10 BEEKL (&)

(c) BRI F B RE ()RR (&)

10 Impairment losses (Continued)

(c) Impairment (written back)/losses on loans and advances and
accrued interest (Continued)

SRR (bl Eean =i
Collectively assessed Individually assessed Total
AT ABETIT AT
HKS$°000 HK$°000 HK$°000
BEZO—t£
~NH=+HIE Six months ended
NEH 30 June 2017
- i - new allowances 16,626 226,846 243,472
- BEH - releases (49,745) (33,615) (83,360)
S E - recoveries (681) (805) (1,486)
Net (releases)/charge
BN EnES to the income
YREE statement (33,800) 192,426 158,626
(d) EFKERESMBERESYRE(RRE)  (d) Impairment (written back)/losses on loan commitments and
HE financial guarantee contracts
F—MEE EIREL E=EEE &E
Stage 1 Stage 2 Stage 3 Total
BT AT AT AT T
HK$°000 HKS$°000 HK$°000 HK$’000
B2_0O0—N\F
~NEH=+HIE Six months ended
~NEH 30 June 2018
- - new allowances 7,278 6,260 375 13,913
i - releases (26,581) (2,966) (10,889) (40,436)
Net (releases)/charge
GRS R ZS = to the income
VAR statement (19,303) 3,294 (10,514) (26,523)
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11 Fieii
PéFE AR 2R T ¢

11 Income tax
Taxation charged in the consolidated income statement represents:

BEAA=1+THIAER

Six months ended 30 June

2018 2017
AT IT AT T
HK$°000 HKS$°000
ENCEYTR I Current taxation:
- HHEFIER - Hong Kong profits tax 133,279 285,005
- Over-provision of taxation in
- (R ER respect of prior years - (10,000)
- JBYMNRIA - Overseas taxation 113,043 59,120
PEAERTIA Deferred taxation:
- Relating to the origination and
reversal of temporary
- BRI A e ] differences 2,912 11,401
249,234 345,526

BB FIRE AR (5T
FILUER16.5% (—O — 45 : 16.5%)
S - AMRIEE AN (3T
3R LA 3 75 1 38 17
R -

The provision for Hong Kong profits tax for the period is calculated at 16.5%
(2017: 16.5%) of the estimated assessable profits for the period. Taxation on
overseas profits has been calculated on the estimated assessable profits for the
period at the rates of taxation prevailing in the countries in which the Group
operates.
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12 EFEESRERHES

12 Cash and short-term funds

30/6/201_8 31/12/2017
AT IT AT T
HK$’000 HKS$°000
S AT AR At amortised cost
EFER S KT E$E Cash and balances with banks 10,639,815 4,007,914
kA 2 Impairment allowances - -
10,639,815 4,007,914
FERR YR T Balances with central banks 9,301,998 19,579,954
BB E Impairment allowances - -
9,301,998 19,579,954
MHAE R 2 Money at call and short notice 29,160,842 25,757,079
TR AE ZE fE Impairment allowances
S 15 - Stage 1 1)
29,160,841 25,757,079
49,102,654 49,344,947
At fair value through other
UAFEESEAEMEEWES comprehensive income
W HAF I E 2 Money at call and short notice 403,018
49,505,672 49,344,947
30/6/2018
TRAEZLE
Impairment allowances
FPEE  BERE H=FEEE (=%
Stage 1 Stage 2 Stage 3 Total
MAFEEMESEAEM S At fair value through other BT BT BT BT
EWER comprehensive income HKS$’000 HKS$°000 HKS$’000 HKS$°000
Fd BRI (5] 5 Money at call and short notice (15) - (15)

28



KSR TR AE]
Wing Lung Bank Limited

RBEX P M B ERBERR
Notes to the Unaudited Interim Financial Disclosure Statements
13 EEECHERRER 13 Placements with and loans and advances to banks
30/6/201_8 31/12/2017
BETIT AT
HK$°000 HK$’000
S AT AR At amortised cost
[5] 2 B HHTFE Placements with banks 19,038,569 22,058,011
THAE A Impairment allowances
- F—PEES - Stage 1 (21,044) -
19,017,525 22,058,011
EEI=E/4 Gross loans and advances to banks 945,179 6,081,860
VK AE Impairment allowances
- B FEEE - Stage 1 (11) .
945,168 6,081,860
19,962,693 28,139,871
At fair value through other
UAEEESEAK M2 mBR comprehensive income
[EEER Gross loans and advances to banks 13,065,952 -
33,028,645 28,139,871
30/6/2018
BAEEER
Impairment allowances
FMBE ETRE B=PRER &
Stage 1 Stage 2 Stage 3 Total
DIAEEHESEAEMSE At fair value through other BT AETT AT ABETIT
EWE comprehensive income HK$°000 HK$°000 HK$°000 HK$°000
[EEEE Gross loans and advances to banks (1,855) - - (1,855)

RO —/)\E/NH=+H " [EF At 30 June 2018, there were no impaired loans in respect of advances to banks (31

SRR E SR (O —  December 2017: Nil).
tHEFZH=+—H f#®) -

29



KSR TR AE]
Wing Lung Bank Limited

REEZ T B B RH B SR

Notes to the Unaudited Interim Financial Disclosure Statements

14 TESRTE

A RS HEAITE M THZ R
SEFHEREZHZARNGIE
B NHEE R EEE L E R

14 Derivative financial instruments

The following is a summary of the notional or contractual amounts, fair values and
credit risk weighted amounts of each significant type of derivatives, without taking
into account the effects of bilateral netting arrangements:

5/ AHEE “#El ANEE
SIS Fair values EHIEHE Fair values
Notional/ Notional/

contractual BE AfE  contractual EE =T
amount Assets Liabilities amount Assets Liabilities

30/6/2018  30/6/2018  30/6/2018  31/12/2017 31/12/2017  31/12/2017
A¥TT  A%TIT BBt B%To ARTIT BETT
HK$000 HK$’000  HK$’000  HK$’000  HKS$°000 HK$°000

NS LY Exchange rate contracts
BHIEE Forward contracts 9,415,948 176,222 169,611 10,445,963 335,642 332,080
& e HE Currency swaps 63,883,799 267,270 649,694 70,530,456 903,702 373,385
Cross currency
U IESEEE interest rate swaps - - - 405,386 33,586 33,505
ptaabiialiid Options written 363,129 - 2,526 432,935 - 841
i A SR Options purchased 382,244 2,497 - 458,672 738 -
74,045,120 445,989 821,831 82,273,412 1,273,668 739,811
FREL] Interest rate contracts
FIJ 2 pa HH Interest rate swaps 26,694,240 262,488 141,209 23,602,200 134,873 54,782
R HE -S4 Equity contracts
v H AR Options written 3,139 - 10 _ . 3
i AHARE Options purchased 3,139 10 - _ . 3
6,278 10 10 - - -
100,745,638 708,487 963,050 105,875,612 1,408,541 794,593

EETAZ &N A BURNE R H
REERZ G & > WA R AN -
FR TS AR ~ MRS RE R B
14 TR ATRE P BOA I (& &) 81 Al
(BIR) - PTEEMEEKAERZILF
{E (B 484 T BB IS 5 B R AV B -

The contractual amounts of these instruments indicate the volume of transactions
outstanding as at the end of the reporting period and they do not represent amounts at
risks. The derivative instruments become favourable (assets) or unfavourable
(liabilities) as a result of fluctuations in market interest rates, foreign exchange rates
or equity prices relative to their terms. The aggregate fair values of derivative
financial assets and liabilities can fluctuate significantly from time to time.
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14 TESRTE (§)

14 Derivative financial instruments (Continued)

30/6/2018 31/12/2017

BT AT T

HK$°000 HK$’000

EEEmLESH Credit risk weighted amount

SNEEEY Exchange rate contracts 531,951 943,264
FIREGY Interest rate contracts 78,795 80,893
RS 4 Equity contracts 149 .
610,895 1,024,157

EEREELESEEREEE GRIT
SEEAR)AN) METH - LF A
P2 o 3 2 B0 e % il T
ZENARFBEMET R o FrER A 2 e Eb
5 /50%%150% -

Credit risk weighted amount refers to the amount as computed in accordance
with the Banking (Capital) Rules. The amount depends on the status of the
counterparty and the maturity characteristics of the instrument. The risk weights

used range from 0% to 150%.

15 BHE 15 Investment in securities
30/6/2018 31/12/2017
AT T AT T
HK$°000 HK$°000
I EEGEA B2 EU s 2 &mt  Financial investments at fair value through
= other comprehensive income
- [EFE - Debt securities 38,826,960 -
- RS % - Equity securities 1,112,886 -
39,939,846 -
]t s Available-for-sale securities - 46,390,389
TG AR YIRE 2 S Rl E Financial investments at amortised cost 1,237,291 -
T AE Impairment allowances
- BTEE - Stage 1 (1,313) -
- B - Stage 3 (123,768) -
1,112,210 -
B2 55 5 Held-to-maturity securities - 331,356
41,052,056 46,721,745
30/6/2018
A7
Impairment allowances
FMEER R FE=PEE =11
Stage 1 Stage 2 Stage 3 Total
B¥TITT E%BTT AT IT AT T
HKS$’000 HKS$’000 HK$’000 HKS$’000
Financial investments at fair value
DA S EERE A HA 2 through other comprehensive
A2 SRS E income (11,965) - (599,330) (611,295)

RZO—tHE+ZA=+—H » KEH
Z A e 2 58 5 e Ry £ B R AL
R AE E

There were no impairment allowances on available-for-sale securities and

held-to-maturity securities of the Group as at 31 December 2017.
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16 SR EAARIH

16 Advances and other accounts

30/6/2018 31/12/2017
BT AETIT
HK$°000 HK$’000
S AT AR At amortised cost
ZPER Advances to customers 155,412,549 150,838,500
VA Impairment allowances
- EPEE - Stage 1 (196,501) -
- BUIEE - Stage 2 (107,246) -
- BEIRE - Stage 3 (387,981) -
- GEE RS - Collectively assessed - (295,670)
- (B RUEFAS - Individually assessed - (331,624)
154,720,821 150,211,206
EEESE Trade bills 40,153 5,409,111
TR AE ZE fE Impairment allowances
- F—PEER - Stage 1 (196) .
- BREER - Stage 2 (38) .
- SRaEl - Collectively assessed - 4
39,919 5,409,107
JESTFIR Accrued interest 1,085,242 940,816
TR AE ZE fE Impairment allowances
- A& R AL - Individually assessed - (4,638)
1,085,242 936,178
HAMARIH Other accounts
- JEURE - Insurance premium receivable 171,673 106,198
- R AU E - Recoverable from reinsurers 261,007 246,430
- JEUL K HARETE - Accounts and other receivable 2,052,729 2,108,390
2,485,409 2,461,018
158,331,391 159,017,509
At fair value through other
DA EEE A HA -2 E UL S comprehensive income
EEEIK Advances to customers 2,577,500 -
PSS Trade bills 3,263,406 -
5,840,906 -
164,172,297 159,017,509
30/6/2018
A
Impairment allowances
F-EE FTEE FE=PEEE &5t
Stage 1 Stage 2 Stage 3 Total
DIAFEEMESEAEMSE At fair value through other BT A¥TT BT BT
ERE comprehensive income HK$°000 HK$°000 HK$°000 HK$°000
HPEE Advances to customers (2,082) - - (2,082)
P 5 TR Trade bills (244) - - (244)
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16 SRR EMIRE (%)

EREZ & P B REH

16 Advances and other accounts (Continued)

Gross loans and advances to customers impaired

30/6/2018 31/12/2017
AT T AT T
HK$°000 HK$’000
EOREE K Impaired loans 1,006,607 834,695
Percentage of total advances to
1 E P ERRAEE  H oL customers 0.64% 0.55%
Total value of collateral taken into
aPfl B AU E R 7 8 2 1K account in respect of the assessment
i 2 4EH of impairment allowances 660,651 443,972
Impairment allowances made in respect
¥ bl & R S 2 E ZE of such advances
- BEPEE - Stage 3 387,981 -
- {ERIEEE - Individually assessed - 331,624

T R A A 5 75 R B LK AR
fim(EE -

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

of collateral in respect of such advances.

17 &Y E 17 Investment properties
30/6/2018 31/12/2017
BT T AT T
HK$°000 HKS$°000
TNHAR 5] At the beginning of the period/year 3,225,920 3,191,670
Net reclassification between premises
5 E B B Y E I and investment properties (8,116) (7,497)
B A EE Fair value gains on revaluation 29,156 41,747
RHEIRIER At the end of the period/year
(K H R EYIIR) (professional valuation) 3,246,960 3,225,920

FIEREMER_O—/\EXNA="+
HZAEE - D& G {E V7 7A R 5 &
WABEARLEE - EXEMEHEIL
BN FREEEFEHEMTARAEHE
7> HEREFENENMSEEE LA
JEE % 34 ik (B ) S B P A2 8t 8 R S8 A
AT HA (G (B 4K 5 -

All investment properties were revalued as at 30 June 2018 by capitalising the
net rental income using the Investment Method of Valuation. The valuations
were carried out by an independent firm of surveyors, A.G. Wilkinson &
Associates (Surveyors) Limited, who have among their staff Fellows of the
Hong Kong Institute of Surveyors with recent experience in the location and

category of property being valued.
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18 E AW kst

18 Other properties and equipment

V&L
EE Furniture and &

Premises equipment Total

BETIT BETIT BETIT

HK$°000 HK$°000 HK$’000
[N Cost
W=O—\%—HF—H At 1 January 2018 896,338 1,786,869 2,683,207
PR SR R EE Exchange adjustments 147 (829) (682)
e Additions - 32,682 32,682
H e Disposals - (745) (745)

Net reclassification between premises
et = e IE =g | and investment properties 8,116 - 8,116
B0 —/\FEH=+H At 30 June 2018 904,601 1,817,977 2,722,578
EREITE Accumulated depreciation
W_O—/\F—H—H At 1 January 2018 228,217 1,084,516 1,312,733
PR B #E Exchange adjustments 45 (657) (612)
KERPTEE Charge for the period 8,284 80,827 89,111
HEE o3 Written back on disposal - (736) (736)
RO —/\FAH=1H At 30 June 2018 236,546 1,163,950 1,400,496
HE THI VR Net book value
RO —/\EXA=1+H At 30 June 2018 668,055 654,027 1,322,082
eIV &E S
FE#  Furniture and &%

Premises equipment Total

AT AT AT

HK$’000 HK$’000 HKS$’000
[N Cost
N_O—t#E—H—H At 1 January 2017 891,709 1,659,372 2,551,081
PR R Exchange adjustments 256 4,861 5,117
s Additions - 152,381 152,381
e Disposals (3,124) (29,745) (32,869)

Net reclassification between premises

e B Y S B e and investment properties 7,497 - 7,497
W_O—+tF+_H=+—H At 31 December 2017 896,338 1,786,869 2,683,207
EEITE Accumulated depreciation
HR_O—tHE—H—H At 1 January 2017 213,423 955,499 1,168,922
PR 2 2 Exchange adjustments 69 3,005 3,074
KAEEITE Charge for the year 16,522 154,091 170,613
HE ] Written back on disposal (1,797) (28,079) (29,876)
WO —+t&H+_-H=+—H At 31 December 2017 228,217 1,084,516 1,312,733
HE I SHE Net book value
WO —+t&H+-H=+—H At 31 December 2017 668,121 702,353 1,370,474
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19 JIfEHERE

RZO—tF=AZ+H » AEHH
—ILFE =TT I — (I B - DL
W ELHER 1,183,333,000 T (R
HERMAR 2 X 58 ) HEHRNEE
ANFrREARAFFRAH 16.67%2
BRI - A1TERHHER E
10%HYET & - e #HLY RN 118,333,000
T o

AR AR TR 2 A& 05 & 58
Ak BTSSR B E e AT R AL
Ao NIt RNEBASREBAERAE
IR TR EEE, -

19 Assets classified as held for sale

On 20 March 2017, the Group entered into a share sale agreement with an
independent third party to dispose of 16.67% of the issued share capital of
Hong Kong Life Insurance Limited for a cash consideration of approximately
HK$1,183,333,000 before transaction related expenses. The Bank has received
a deposit of amount equal to approximately HK$118,333,000 being 10% of the
consideration.

Completion of the transaction is subject to certain conditions including
obtaining the necessary approvals from the relevant authorities. Accordingly,
interests in Hong Kong Life Insurance Limited was classified as “Assets
classified as held for sale”.

20 BEHFER 20 Deposits from customers
30/6/2018 31/12/2017
BETIT AT T
HK$°000 HK$°000
TEEHTFE R B R AR IR Demand deposits and current accounts 19,825,407 17,594,473
BEETEEK Savings deposits 63,056,881 67,367,747
TEHTE R e sl FI{F R Time, call and notice deposits 134,157,179 126,001,426
217,039,467 210,963,646
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21 EAXATE 21 Capital instruments
30/6/2018 31/12/2017
BT AETIT
HK$°000 HKS$’000
BT 2R IEEE Subordinated debts issued
57T, 200,000,000 T4 88 £8 pl A US$200,000,000 subordinated fixed rate notes,
FIMRHYE BB ETE GERE a) measured at amortised cost (Note a) - 1,554,865
27T 400,000,000 JrfzriEss a4 US$400,000,000 subordinated fixed rate notes,
FIRRATE BIRETEE GEED) measured at amortised cost (Note b) 3,134,012 3,120,437
3,134,012 4,675,302
BHIMER T H Additional equity instruments
ZE7T 130,000,000 Tk &R IR B AR US$130,000,000 undated non-cumulative
BEERTHEERE o subordinated capital securities (Note c) 1,008,020 1,008,020
7T 130,000,000 Tk &R IE B AR US$130,000,000 undated non-cumulative
BEERTHEERE d) subordinated capital securities (Note d) 1,007,370 1,007,370
A B 1,000,000,000 Tk &% RMB1,000,000,000 undated non-cumulative
JEREREREEAEZGERE ¢ subordinated capital securities (Note e) 1,236,600 1,236,600
27T 170,000,000 TT7k 454 US$170,000,000 undated non-cumulative
IEEBEREEARDFERE 1) subordinated capital securities (Note f) 1,321,240 1,321,240
4,573,230 4,573,230

R

(b)

It 3% 7T 200,000,0007¢ /& & & fH & 8 7
“O—ZHF+t+—HAARNE®T > WHAE
RAEERZMMELR - REBERKHR =0
CES-HAEHEH - EBEEREED
B O— /\ETH £ H 2% &(E F]
B H - B E AR
4.79% (HZO—ZF+—-HAHEZ
O—t#HE+—HEtH:350% & %
FEEZS - HEBER O NEX
At HB&EIHE -

Itk 5% 7€ 400,000,0007¢ /& & & 6 & 8 7
—O—tHFE+—-HAZFZHHET ALH®
FRERAEEZITINEAR - 1L EBHR
—OZEHFEt+—AZFZHE - BEE
MEEHR_-_OZ__F#+—-HZ+=
H HmH#THE2EREEEEH ZED
oo M AT A B $E ] R 3.75% &
BOBEFEELN - HiR > MEBRE
BENEEDENE - RN E & ET
Fo & H Y 55 B 7 4R 3 B R (E 2% R R
175%E 7 IR 2 A& G R B8R A #
BB B AR -
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Note: (a)

(b)

These represent US$200,000,000 subordinated
fixed rate notes qualifying as supplementary capital
of the Group issued on 6 November 2012. The
notes will mature on 7 November 2022 with an
optional redemption date falling on 7 May 2018 or
any interest payment date thereafter. Interest at
4.79% (from 6 November 2012 to 7 November
2017: 3.50%) per annum is payable on a
semi-annually basis. The notes were redeemed on 7
May 2018.

These represent US$400,000,000 subordinated
fixed rate notes qualifying as supplementary capital
of the Group issued on 22 November 2017. The
notes will mature on 22 November 2027 with an
optional redemption date falling on 22 November
2022. Interest at 3.75% per annum is payable on a
semi-annually basis for the first 5 years from the
date of issue to the optional redemption date.
Thereafter, if the notes are not redeemed, the
interest rate will reset and the notes will bear
interest at 5 year US Treasury Rate on that date plus
175 basis points. The principal of the notes will be
written down if a non-viability event occurs.
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21

(©

(d)

©)

®

#

L.

17

BEATH (&)

It 3% 7t 130,000,000 5T &« & M JF R | 1%
EBEEAFLHWE R E R AEHZ ZHIN—
Z&“z& BEHVN _-_O—NEILA =+
H#&T T AT ZERAE - &5 {8 A E
EHE_O—NLFE+H—H- - H%ITH
EEMEPETMEEH ZEAE > LEED
R F56.00% - Hig o Ef‘ﬂwﬁfﬂ;ﬂé
EERE ERKESEHERERAF
AR EE 5 B R4 13%E HEET -

It 25 7T 130,000,000 T 7k &1 4 JF R 7 1%
BEEARB R A E R A EB ZHI—
MER - HEFNR_O—-WE+ZHZ
TRABERETFARITZERAE > HEREZ
piEEE R _-—O—NLELT A=+
H -BH#FTHEEEEMEBELD ZEA
Fo EEFAFE SR 5.80% - Hig
T R AT R B R R S
R 55 B A S B R 2R B R I 4.13%
EHrEE] -

It A\ B 1,000,000,0007T 7 £ % I 515
® {8 & AR 75 #T 2 R AREE Z BN
—REA - KEER O HE A=
H& 1T 7 AT Z kA E > & E 52 A E
MO _—OZOFEZAWMH - L& HFHY
FEEEBE550% -

It 25 7€ 170,000,000 7T 7k &1 Y JF R 7 12
BEEAD A E A ER Z I —
MEXR - HEHFN_O—-CHENH =+
tHET > FEEmEEAAR O
FWHZ+H/NH - H#ETHZEE EZAT
A ZELE  EFNFERR
5.20% - H A% > 75 @ e R AT 1] I RE
BG5S 4% I 55 B T A ) B R A
77 RN 13%E X7 AT -

%%EI/E\ZZ&%%E B MEAEHK
BB ERMY REEBFEIMN WA
ﬁ%@ﬁﬂ%mﬁ%ﬁmﬁiﬁ EHUHZ =

BEAREEM -

(©

(d)

)

®

21 Capital instruments (Continued)

This represents US$130,000,000 undated non-cumulative
subordinated capital securities qualifying as additional Tier 1
capital of the Group. The securities were issued to the Bank’s
holding company on 30 September 2014 with the first call
date falling on 1 October 2019. Distribution rate for the
securities is set at 6.00% per annum for the first 5 years from
the date of issue to the first call date. Distribution rate will be
reset thereafter every 5 years at the then prevailing 5 year
U.S. Treasury Rate plus 4.13% per annum if the capital
securities are not called.

This represents US$130,000,000 undated non-cumulative
subordinated capital securities qualifying as additional Tier 1
capital of the Group. The securities were issued to the Bank’s
holding company on 29 December 2014 with the first call
date falling on 30 December 2019. Distribution rate for the
securities is set at 5.80% per annum for the first 5 years from
the date of issue to the first call date. Distribution rate will be
reset thereafter every 5 years at the then prevailing 5 year
U.S. Treasury Rate plus 4.13% per annum if the capital
securities are not called.

This represents RMB1,000,000,000 undated non-cumulative
subordinated capital securities qualifying as additional Tier 1
capital of the Group. The securities were issued to the Bank’s
holding company on 3 February 2015 with the first call date
falling on 4 February 2020. Distribution rate for the securities
is set at 5.50% per annum.

This represents US$170,000,000 undated non-cumulative
subordinated capital securities qualifying as additional Tier 1
capital of the Group. The securities were issued on 27 April
2017 with the first call date falling on 28 April 2022.
Distribution rate for the securities is set at 5.20% per annum
for the first 5 years from the date of issue to the first call date.
Distribution rate will be reset thereafter every 5 years at the
then prevailing 5 year U.S. Treasury Rate plus 3.13% per
annum if the capital securities are not called.

The principal of the additional equity instruments will be written
down if a non-viability event occurs. Distribution is payable
semi-annually, and may be cancelled at the sole discretion of the
Bank. Cancelled distribution is not cumulative.
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22 HAMBRIE M FEEE 22 Other accounts and accruals
30/6/2018 31/12/2017
BT BT T
HK$°000 HK$’000
JEASH FI S Interest payable 1,336,361 1,557,130
REEE Insurance liabilities 2,106,307 2,051,411
JE T B HAHETE Accounts and other payable 2,691,848 2,927,631
6,134,516 6,536,172
Impairment allowances on loan
commitments and financial
UK K e R & QYR E A guarantee contracts
- EPEEE - Stage 1 25048 )
- BPEEE - Stage 2 7,923 )
- BPEEE - Stage 3 2,324 )
35,295 -
6,169,811 6,536,172
23 A 23 Share capital
30/6/2018 31/12/2017
Jitd 1 BETIT a3 AT
No. of shares HK$°000 No. of shares HK$’000
BT R ESUEREA - Issued and fully paid:
A Ordinary shares 232,190,115 1,160,951 232,190,115 1,160,951

@A AAREUE RIS T JR 2 The holders of ordinary shares are entitled to receive dividends as declared from
L E INA R AT &% LIS R time to time and are entitled to one vote per share at meetings of the Bank. All
—EHH N IEE - B R ¥ A (T ordinary shares rank equally with regard to the Bank’s residual net assets.
ZHRGFEESZSHEFEHMAL -
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24 24 Reserves
e EfE
FEEREH SRIEE
Bank =44
BAREH premises Financial asset HAthfkt RFRF
Capital revaluation revaluation Other Retained &%
reserve reserve reserve reserve earnings Total
BT BT BT BT BT BT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
H=O—/\&—H—H > At1lJanuary 2018, as previously
WEEYT reported 57,500 562,916 (27,242) 941,236 30,437,770 31,972,180
VIRERANE AR 75 Effect of initial application of
RIS 9 Sk 2 e & HKFRS 9 - 23,678 - (143,544) (119,866)
W_O—/\#fi—H—H -
4L At 1 January 2018, as restated 57,500 562,916 (3,564) 941,236 30,294,226 31,852,314
DUATE s A M2  Financial assets at fair value through
Wis 2 eRE E other comprehensive income
- NP EEMNE - Changes in fair value - (650,841) - - (650,841)
- AR A - Transfer to income
lerss statement on disposal - (29,082) - - (29,082)
- FARERSE A - Transfer to income
s statement on impairment - 580,882 - - 580,882
FEAGTE N\ F EE Share of associate’s reserves - 15 - - 15
Equity securities at fair value
DA EERE A E A2 through other comprehensive
g~ R RERS 27 income
- AN EEDEE - Changes in fair value - 9,731 - - 9,731
- A BRI A (RS - Transfer to retained earnings on
] disposal - 1,271 - (1,271) -
Share of jointly controlled entities’
JE(L L [EE kR R reserves 3,317 (9,799) 49,279 (49,238) (6,441)
HAAES A Profit for the period - 1,253,002 1,253,002
PSR Exchange difference - (62,615) - (62,615)
FUETEFIETE B E Actuarial losses on defined benefit
JE5tE scheme - - - - (17,645) (17,645)
HAth S EULZS B IERTE  Effect of deferred taxation on other
a7 comprehensive income - 24,029 - 2,911 26,940
Distribution for additional equity
BEYMERR T B instruments - - (130,022) (130,022)
B=O—/\4E
NA=+H At 30 June 2018 57,500 566,233 (77,358) 927,900 31,351,963 32,826,238
EENR
B EfE EERn
Bank A
B premises Investment HoA IREEF
Capital revaluation revaluation Other Retained &t
Reserve reserve reserve reserve earnings Total
AT AT AT AT AT AT
HK$’000 HKS$’000 HKS$’000 HK$’000 HK$’000 HK$’000
HWZO—t&E—H—H At 1 January 2017 57,500 556,146 71,348 622,247 26,823,849 28,131,090
w it HE 2 A Available-for-sale securities
- NE{E - Changes in fair value - - 206,393 - - 206,393
- Transfer to income statement on
- AHVERE A G R disposal - - (300,144) - - (300,144)
FEAGHE N\ E] R Share of associate’s reserves - - 102 - - 102
Share of jointly controlled entities’
AL LR 2e ) B R et A reserves - 6,770 4,359 136 (125) 11,140
pcsicyis | Profit for the year - - - - 3,858,019 3,858,019
[ Exchange difference - - - 318,853 - 318,853
RIS Actuarial gains on defined benefit
Wz scheme - - - - 83,576 83,576
HAt S EULZSEBIERTE  Effect of deferred taxation on other
sz comprehensive income - - (9,300) - (13,790) (23,090)
Distribution for additional equity
MR T 3T instruments - - - - (313,759) (313,759)
NO—t4E
+=-HA=+—H At 31 December 2017 57,500 562,916 (27,242) 941,236 30,437,770 31,972,180
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PIRAEE <2 i 5 76 B 2 ST BUSRRERR
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i Z AR E R ORI SR T Rl e =95 5 [ DA
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TRIFFEE 10%50K > B2 M erf
Z BT HAE MR AHY 50% -
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AEHENRZO—/\ERA=Z+HZ
R B i 1] o O B 78 T 1,467,923,000 7T
(CO—LEHFE+ZA=+—H: B
1,423,049,000 JT)F Ry A it © 7AE
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24 Reserves (Continued)

(@)

(b)

(©

(d)

()
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The Group’s capital reserve was set up in relation to the
capitalisation by certain subsidiaries of their retained
earnings for the issue of new shares to the Bank.

Bank premises revaluation reserve has been set up and is
dealt with in accordance with the accounting policies
adopted for revaluation of properties.

Financial asset revaluation reserve comprises the
cumulative net change in the fair value of financial assets
at fair value through other comprehensive income until
the financial assets are derecognised or impaired and is
dealt with in accordance with the accounting policies
adopted for revaluation of financial assets.

The Group’s other reserve comprises general reserve,
exchange reserve, contingency reserve and statutory
surplus reserve.

General reserve comprises previous years’ transfers from
retained earnings.

Exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of overseas branches and subsidiaries.

Contingency reserve represents a reserve established for
contingency of accumulation of risks in times of severe
economic downturn in accordance with Guidance Note on
Reserving for Mortgage Guarantee Business issued by the
Office of the Commissioner of Insurance.

Statutory surplus reserve is provided at 10% of the
audited profit after tax of a subsidiary of the Bank which
is incorporated in the People’s Republic of China, until
the reserve balance is equal to 50% of its registered share
capital. Surplus reserve can be used to offset accumulated
losses or capitalised as paid-up capital with the approval
of shareholders.

At 30 June 2018, included in retained earnings is an
amount of HK$1,467,923,000 (31 December 2017:
HK$1,423,049,000) which was earmarked as regulatory
reserve. The regulatory reserve is maintained to satisfy
the provisions of the Hong Kong Banking Ordinance for
prudential supervision purposes. Movements in the
reserve are made directly through retained earnings and in
consultation with the Hong Kong Monetary Authority.
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25 Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant
class of contingent liabilities and commitments, and the aggregate credit risk

weighted amounts:

30/6/2018 31/12/2017

BT AWTIT

HKS$’000 HKS$’000

HEEEE M Direct credit substitutes 3,270,461 3,669,890

T HIEEH AR G BB Transaction-related contingencies 1,939,380 1,965,121

PEIE H AR 2 sl E BB Trade-related contingencies 670,697 585,563

A THATGER Forward forward deposits placed - 1,015,671

Other commitments which are

u] DU EC N 7 FLfh &I unconditionally cancellable 29,590,444 40,094,059
Other commitments with an original

JRAFEH R —F B DU 2 HoAtha s maturity of one year or less 1,307,350 1,689,342
Other commitments with an original

JAASFERT R —4F DA 22 HofthRE maturity of over one year 14,896,091 14,980,599

51,674,423 64,000,245

EEREkELLE S Credit risk weighted amount 11,006,569 11,752,928

FDLEH B (5 & B b b B B 4R 2 R B
ELE B 0% % 150% -

The risk weights used in the computation of credit risk weighted amounts

range from 0% to 150%.
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DU A 2 Bl B AR 2 mHEA &L The following information is unaudited and disclosed as part of the accompanying

WERRMTTER -

1 EAREER

information to the interim financial disclosure statements.

1 Capital adequacy ratio

30/6/2018 31/12/2017
BEARER Capital ratios
- TR — R EAREE - Common equity tier 1 capital ratio 12.4% 12.2%
- —HREARIER - Tier 1 capital ratio 14.6% 14.4%
- HEEEOREE® - Total capital ratio 17.8% 18.2%

A ZO—/\EFEAA=THRZO—tH
T A=+ —H 2 AR RS

e RlVE S AT g Y (BRATE(EAR)M
JI) &5 -
fRIE CBRATSREAR)RAN) -~ RS

FERRAY TREMEOTE | SPE(S SR R
%H%Zﬂhﬁi S DORERA T A

The capital ratios at 30 June 2018 and 31 December 2017 were compiled in
accordance with the Banking (Capital) Rules issued by the Hong Kong
Monetary Authority (“HKMA™).

In accordance with the Banking (Capital) Rules, the Group has adopted the
“standardised approach” for the calculation of the risk-weighted assets for
credit risk and market risk, and the “basic indicator approach” for the

KIS % ) sHEEEEE - calculation of operational risk.
30/6/2018 31/12/2017
EARGE Capital buffers
- PR EE AR - Capital conservation buffer ratio 1.88% 1.25%
- W EHEETE AR - Countercyclical capital buffer ratio 1.10% 0.71%
R EEARLEH R E RN TN ASE The additional information of countercyclical capital buffer ratio is available

E 44 = (http://www.winglungbank.com)
B -

RZO—/EANH=Z1THK_O—t4H
TZH=1+—H > At EEAER KR
FREESR Z &r 5 H i T ERIE I 455 B 0 2R
R 2GR AR o EMERTIN TR
A T A =] -

E(g%/\ﬁﬂﬁi'ﬁﬁ)if E 25 S B

on the Bank’s website at http://www.winglungbank.com.

The basis of consolidation for calculation of the capital ratios and leverage
ratio at 30 June 2018 and 31 December 2017 follows the basis of
consolidation for financial reporting but excludes certain subsidiaries as set
out in the following table.

The total assets and total equity of the subsidiaries are as follows:

30/6/2018 31/12/2017

HEE TR EBER W T 5 HE %R

Total assets Total equity  Total assets Total equity

BT BT AT AT T

278 Name FEE#EM  Principal activities HK$°000 HK$’000 HK$’000 HK$’000

SR AT Wing Lung Insurance TR T Insurance 3,378,683 1,197,954 3,398,668 1,232,957

Company Limited”™ underwriting

K EREE RN Wing Lung Capital #5355  Financial consultancy 17,277 15,671 17,286 15,696
Limited™ B 7 services

M EAER AT Wing Lung Finance HEALRL R Provision of financial 31,026 30,885 31,000 30,880
Limited” R 7 services

KEEEEHARAT Wing Lung Asset BEEH Asset management 175,464 172,158 165,372 163,813

Management Limited™
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1 BEREREER (&)

1 Capital adequacy ratio (Continued)

30/6/2018 31/12/2017
WEHEE FELS R WA E T 4 HE R
Total assets Total equity Total assets Total equity
BT BT AT BT
27 Name EE#H  Principal activities HK$’000 HK$’000 HK$’000 HK$’000
KESRITEEAMR AT Wing Lung Bank fE5L%7 Trustee services 20,172 18,110 17,713 15,980
(Trustee) Limited™
K ERRER AR S Wing Lung Insurance {RIzEER  Insurance broking 85,403 111,946 43,009 76,603
Brokers Limited”
KEREARAT Wing Lliﬂg Agency {ZFEFE  Insurance agency 144,836 24,812 137,199 17,190
Limited
KIESRITZ Wing Lung Bank Z:L{%  Nominee services 10 10 10 10
HEAT™ (Nominees) Limited™ R
KRB EARAE Wing Lung Property Y& Property management - (164) - (159)
Management Limited™
BESHEEAE™ Hongnet Limited™ BT Investment holding 3,908 3,881 3,908 3,886
Wingspan Incorporated® Wingspan Incorporated”  ¥j3iEHE Property holding 30,062 11,503 30,322 11,553
Wing Lung Opportunities ~ Wing Lung &R Investment holding 308,967 307,995 347,065 340,214
Fund Limited™® Opportunities
Fund Limited™®
Wing Lung Opportunities Wing Lung TEE Investment holding 309,494 308,692 347,724 347,018
Master Fund Limited"@ Opportunities Master
Fund Limited™®
Wing Lung Growth Wing Lung Growth &K Investment holding 265,572 249,539 329,088 314,933
Fund 111 Segregated Fund 111 Segregated
Portfolio® Portfolio®
WA EARAE Sea Wing Investments YI2FFH  Property holding 4,916 (5,311) 5,010 (5,202)
Limited"
Tk [ B MRS B Wing Lung Equity e FERE & Equity investment 19,149 18,815 19,409 19,165
CEINAERAR" Investment Management 5 H management
(Shenzhen) Limited”
FrEEERENE Antopex Limited™ fE5E%7% Trustee services - - - -
(s ERREAE Bulleria Limited™ (=337 Trustee services - - - -
sesaERE A Cameland Limited™ {E3L37  Trustee services - - - -
AR A Deeright Limited™ S %7 Trustee services - - - -
EEERAE Eaglearn Limited™ {53187 Trustee services - - - -
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1 BEREREER (&)

* BEEHREHE _O—-/NFENH=
+HERZO—t&E+=ZH=+—H
ZEEEALE S TAEFEIREN
a o

fHATEEEERARZE LA -
S HATEERERAEZNELE -

e N _O—/NFEANA=Z+H XITHAE
Wing Lung Opportunities Fund
Limited ("% A& ) #TKHEZ
89.4% (Z_O—tHE+_H=+—
H :85.29%)-Wing Lung Opportunities
Master Fund Limited HZ E &2 & H
BRA -

1 Capital adequacy ratio (Continued)

= Companies excluded in the computation of the consolidated capital
ratios at 30 June 2018 and 31 December 2017 for regulatory reporting
purposes.

# Wholly and directly held by the Bank.
~ Wholly and indirectly held by the Bank.

@ At 30 June 2018, the Bank directly held 89.4% (31 December 2017:
85.29%) of the shares issued by Wing Lung Opportunities Fund
Limited (the “Fund”). Wing Lung Opportunities Master Fund Limited
is wholly and directly held by the Fund.

2 Leverage ratio

AN O—NNESNAZF+HK _-O0O—1t4&® The leverage ratio as at 30 June 2018 and 31 December 2017 were
+ZH=4+—HWEELRT BT B compiled in accordance with the Leverage Ratio Framework issued by
e REHEEHEM 2 (RIEILRER)TE - the HKMA.

30/6/2018 31/12/2017
TEAREER Leverage ratio 10.01% 9.74%

B R TER TN AEEEE
(http://iwww.winglungbank.com) A % & -

The additional information of leverage ratio is available on the Bank’s
website at http://www.winglungbank.com.
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3 Liquidity position

2018
SR EIMEEEER Average liquidity coverage ratio
- F—F - First quarter 147 4%
- BFR - Second quarter 150.8%
RE & FHLE Net stable funding ratio
- HF - First quarter 125.3%
- BFR - Second quarter 125.2%

59 i B 1 bL R Y ARIE (BRT R
(Zﬁéﬂ‘@)*ﬁﬁw 5 10(1) (b)fok LLIE &f &

EE&M;A?WB’]‘!{.I{/EEZ& 45 IR
;’;uu%ﬂ@%%t it B Z P

o B EERTIIRE (RT3 O
BLAD ) 55 10(1)(b) ik BA IR &% & A
’E)iﬁﬁlé?ﬁﬂkﬂ

REE SR AER TN A EENEE
(http:/fwww. wmglungbank com) NZE -

5
)ﬁ

Bew
= g

The average liquidity coverage ratio is calculated as the arithmetic mean of the
liquidity coverage ratio as at the end of each working day in the quarter on an
unconsolidated basis in accordance with rule 10(1)(b) of the Banking (Liquidity)
Rules.

The net stable funding ratio reflects the quarter end position and is
calculated on an unconsolidated basis in accordance with rule 10(1)(b) of the
Banking (Liquidity) Rules.

The additional information of liquidity position is available on the Bank’s
website at http://www.winglungbank.com.

BHE_O—t4%
NH=Z1HIEANEA
Six months ended
30 June 2017

BN LERFEE R

Jit B T 4 R EL 2 5 IR IE (SR 17 3% (7
PE)RLRAN ) 55 10(1) (b) 5 LA JE &% &
%g:ﬂfﬁZ@fﬂﬁ?é 5

NV

ﬁum,—ﬁ'
HEE

if

Eon A -
¢ 5 - R
B8 A
O L

o

¥ A

i
o
=

BT EE
3t
[ A

:ﬁ

55 = SR 31 88 4[] A4S o AR S S B
o CES CRTTE (B &@)M ) %?
(1 T A % 828 ”‘EZE?EZ DN S E I
H (http://www.winglungbank.com) X8 -

Liquidity maintenance ratio 41.5%
The liquidity maintenance ratio is calculated as the arithmetic mean of each
calendar month’s average value on an unconsolidated basis in accordance with
rule 10(1)(b) of the Banking (Liquidity) Rules.

Objective, framework and process are in place for governance, measurement
and monitoring of the Group’s liquidity risk. Details of the Group’s liquidity risk
management approach are set out in the 2017 annual financial statements.

The Pillar 3 Disclosure, together with the disclosures in these interim financial
disclosure statements, contained all the disclosures required by the Banking
(Disclosure) Rules. The Pillar 3 Disclosure is available on the Bank’s website
at http://www.winglungbank.com.
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4 ERHEEH 4 Currency concentration
REBFREINEEAESE T - 2K The US dollar and RMB net positions constitute 10% or more of the total net
ANREEKE A5 FAR LM 10%  position in all foreign currencies of the Group and are reported in Hong Kong
oL R BB ERIIRAOT dollar equivalent as follows:
EIT NN
US dollar RMB
30/6/2018 31/12/2017 30/6/2018 31/12/2017
AT T BT AT T AT
HKS$’000 HK$°000 HK$’000 HKS$°000
HEEE Spot assets 99,423,969 83,620,179 44,504,416 53,070,713
HEEE Spot liabilities (63,292,608) (62,369,602) (51,754,802) (54,509,739)
=HHIE A Forward purchases 21,567,292 31,493,978 17,444,201 21,112,117
2HEIE 1 Forward sales (53,647,883) (49,759,023) (5,719,048) (15,584,346)
HARE F4E Net option position (20,268) (4,208) (57) 5,138
S5 Net long position 4,030,502 2,981,324 4,474,710 4,093,883

iR EERET ESRMEH RN
TANERPE L RECRATEZ T SRR
e, TAGETE -

K%lﬁﬁﬁé’[\“ﬁé‘ﬁﬁf Bl FTK
B W RIS 0 1 I
SREERY10%EC A b o B DB S (E 51
W

The net option position is calculated based on the delta-weighted position

approach set out in the prudential return “Foreign Currency Position” issued
by the HKMA.

The US dollar and RMB net structural positions constitute 10% or more of the
total net structural position in all foreign currencies of the Group and are
reported in Hong Kong dollar equivalent as follows:

30/6/2018 31/12/2017
AT BT IT
HK$’000 HKS$°000

GRS Net structural position
EIT US dollar 690,747 690,747
ANE# RMB 2,002,587 2,006,129
2,693,334 2,696,876
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() BT B2 ZE FEREHE

5 Segmental information

(a) Gross advances to customers by industry sectors

30/6/2018 31/12/2017
FEH il A AL
B BEEK
ZBath ZHEEE
% of gross % of gross
advances advances
HWT5T  covered by  MEMET5T  covered by
HKS$’000 collateral HK$’000 collateral
FEEEHE &3 Loans for use in Hong Kong
TSR Industrial, commercial and financial
L e Property development 4,776,398 79.5 5,942,656 72.7
ERKE Property investment 10,971,399 100.0 9,739,970 94.9
ot e Financial concerns 25,848,245 33.1 24,942,502 27.9
A ZE AR 4T Stockbrokers 4,321,541 20.9 5,041,477 7.4
g N EEHE Wholesale and retail trade 999,476 51.5 970,855 46.2
HllyE A Manufacturing 389,630 51.4 361,210 52.2
S Ky AE A 55 Transport and transport equipment 2,843,998 1.1 3,656,432 0.9
RASTHEN Recreational activities 2,251 100.0 2,378 100.0
HilR Information technology 280,847 17.0 299,038 20.7
HoA Others 20,228,934 37.6 13,448,747 37.6
PN Individuals
EE TEEAH
EEtE TR
AN2EER Loans for the purchase of flats in
=t& BT the Home Ownership Scheme,
EEHES Private Sector Participation
#, EZH Scheme and Tenants Purchase
HY 1% 4 51 & Scheme or their respective
M E5ER successor schemes 415,692 100.0 450,711 100.0
T = S N e Loans for the purchase of other
YERE R residential properties 7,768,334 100.0 8,224,073 100.0
EHFER Credit card advances 217,211 - 243,942 -
HAth Others 14,067,371 88.2 12,948,858 86.5
= 5 il A Trade finance 706,024 50.0 615,114 56.0
93,837,351 57.1 86,887,963 54.0
TEEBLIMERZ
&3k Loans for use outside Hong Kong 64,152,698 30.6 63,950,537 27.7
157,990,049 46.3 150,838,500 42.8
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() BITRESEZE FEREHE

(&)

BTSRRI BZEPERA VN E
R AEEE 10% BB - HEUR
E BB 2 i 2 48874 analysed as follows:

5 Segmental information (Continued)

(a) Gross advances to customers by industry sectors (Continued)

The gross amount of impaired loans and impairment allowances for those industry
sectors which constitute not less than 10% of gross advances to customers is

‘F
BAEEEE
Impairment allowances
EBE
=4
Impaired FTEE gl (1244 E=EMRE
loans Stage 1 Stage 2 Stage 3
BETT BT BEETIT R
HK$°000 HK$’000 HKS$°000 HK$°000
—O—/\&ERNRB=1H At 30 June 2018
EEBHEHZEK Loans for use in Hong Kong
Industrial, commercial and
I financial
- SR - Financial concerns - 38,388 1,803 -
- Hir - Others 2,171 31,969 932 327
EEBEDIMER 2 B3k Loans for use outside Hong Kong 977,701 101,957 82,154 374,738
979,872 172,314 84,889 375,065
&Ge bl
ERE VERIER Y BAEZEE
B Collective Individual
Impaired impairment impairment
loans allowance allowance
BT BT BETT
HKS$’000 HKS$’000 HK$’000
—O—t&E+=H=+—H At31 December 2017
EEAFEHZ G5 Loans for use in Hong Kong
TRE4Eh Industrial, commercial and financial
- SR - Financial concerns - 42,062 -
EFREDSMER > &5 Loans for use outside Hong Kong 709,469 137,834 270,620
709,469 179,896 270,620
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(b) FEESBZEFER - EHHEK -
ERE SRR B B2

DIT#ZEEs Mz EFE/R - alE
A IR B R A ZE R RR 2 5
HFZFEEDSH - LEHEEZER
B K JE R RS

5 Segmental information (Continued)

(b) Geographical analysis of gross advances to customers, overdue
advances, impaired loans and impairment allowances

The following geographical analysis of gross advances to customers, overdue
advances, impaired loans and impairment allowances is based on the location
of the counterparty, after taking into account the transfer of risk in respect of
such advances where appropriate.

BEERHE
Impairment allowance
FE=FEE
Stage 3

B =FEA AH=MEA

PAERIERR Bl ERIERR

Overdue Overdue

Bk iaEE advances advances
Gross for over EEEERX for over BEIREERK
advances to three Impaired = —FEE: = EE: three Impaired
customers months loans Stage 1 Stage 2 months loans

BT BETIT ABTIT BT E¥TRI  BETIT  BETT
HKS$’000 HKS$’000  HK$’000  HKS$’000  HKS$000  HK$’000  HKS’000

RZO—/\& At 30 June 2018
ANH=1H
& Hong Kong 91,793,579 27,871 180,748 88,691 54,292 11,707 90,317
People’s Republic
hEE A RRAEFIER of China 44,972,683 2,338 748,782 26,104 14,012 1,412 258,435
H At Others 21,223,787 46,242 77,077 81,706 38,942 - 39,229
157,990,049 76,451 1,006,607 196,501 107,246 13,119 387,981
{88 ] R A A
Individual
impairment allowance
EHE =8 H = H
VRIS ¢/¢ DL ERYE K
Overdue GEE Overdue
2R LA advances TG e advances
Gross forover ELEHEK Collective for over ELEHEK
advances to three Impaired impairment three Impaired
customers months loans allowance months loans
BT T AT BT T BT T BT T BT T
HK$°000 HKS$’000 HK$°000 HK$°000 HK$’000 HKS$°000
R-O—t& At 31 December 2017
+=A=+—H
5 Hong Kong 85,226,345 71,264 214,638 145,779 11,603 26,927
R A RFLAIE] People’s Republic of China 45,679,364 67,982 542,980 120,551 48,942 297,293
HAth Others 19,932,791 6,905 77,077 29,340 - 7,404
150,838,500 146,151 834,695 295,670 60,545 331,624
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(c) EIRR{ERE

5 Segmental information (Continued)

(c) International claims

KB E DA R 5 B T B 4% K I E The Group analyses international claims by exposures to foreign
ZETfEH o MR EBR S T &K E R counterparties on which the ultimate risk lies, and is derived according to the
BTAEEZZER  FAEREBEREZ S location of the counterparties after taking into account any transfer of risk.
freB—HXEGEHF2HEETHS —HE The transfer of risk from one country to another is recognised if the claims
FEAEBRERNANLELEEDZKEREZ against a counterparty are guaranteed by another party in a different country
BN — R RIT 24 T > T H4E N T or if the claims are on an overseas branch of a bank whose head office is
EMURN—EAENEZE B EESES located in a different country. Those areas which contribute 10% or more of
H—HERERLES —HER - #ZFE the aggregate international claims are as follows:
I A5 R BES i A 4E ZE Y 10% S DL | 0 F
WMT
JESRITRLE MRS
Non-bank private sector
FESHl
IESRAT IR =i i
SRS Non-
Bk Non-bank financial
RT Official financial private &%
Banks sector institutions sector Total
BT BEBETT BT B¥TT BT
HK$’000 HKS$°000 HK$°000 HK$°000 HK$°000
KRZO—/\&EH~A=1+H At 30 June 2018
SERER Developed Countries 27,826,908 1,704,862 2,202,941 2,382,364 34,117,075
- Hrpo EE - of which: United States 20,560,275 1,525,253 1,652,794 2,208,541 25,946,863
B Offshore Centers 3,168,721 11,385 12,602,204 28,278,559 44,060,869
- Ho o B - of which: Hong Kong 2,500,367 4,416 8,071,993 15,180,803 25,757,579
Developing Latin America and
SEEE T ENFIINE LR Caribbean - - - 196,481 196,481
Developing Africa and
S I EFT R Middle East 395,048 44 48,142 - 443,234
SR g K & Developing Asia Pacific 56,100,305 276,329 7,072,182 19,756,494 83,205,310
- of which: People’s
- Hop e N RILHIE Republic of China 51,300,192 265,823 7,072,182 19,478,769 78,116,966
87,490,982 1,992,620 21,925,469 50,613,898 162,022,969
HN_O—tHE+—BF=+—H At 31 December 2017
SR Developed Countries 12,293,815 1,463,737 1,464,950 3,535,276 18,757,778
- Hrpo EE - of which: United States 4,502,213 1,292,703 1,128,000 2,706,878 9,629,794
B, Offshore Centers 5,895,898 17,028 14,109,367 32,800,790 52,823,083
- Ho o FHE - of which: Hong Kong 5,659,162 6,852 11,681,246 18,387,102 35,734,362
Developing Latin America and
SEEE T ENFINE LR Caribbean - - - 196,431 196,431
Developing Africa and
S I ENFT R Middle East 392,670 34 - 57,023 449,727
S rh g A E Developing Asia Pacific 38,648,016 333,824 13,243,129 20,731,936 72,956,905
- of which: People’s
- Hop s e A RIFIE] Republic of China 36,942,720 323,132 13,243,129 20,452,132 70,961,113
57,230,399 1,814,623 28,817,446 57,321,456 145,183,924
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6 @ EEHEE

(a) HHHEK

AREE 2 & P E T
W

6 Overdue and rescheduled assets

(a) Overdue advances

The Group’s overdue advances to customers are analysed as follows:

30/6/2018 31/12/2017
= (=re=
p=grek ] SRR
Z Btk Z Atk
% of total % of total
HME®T-5T advancesto  HEMET-5T  advances to
HK$’000 customers HKS$’000 customers
Gross amount of advances
which have been overdue
G EH - HmiH for:
- Six months or less, but
- @AM EEAREAH over three months 55,707 0.04 13,946 0.01
- One year or less, but
- NEABLL EE—F over six months 2,606 - 47,430 0.03
- —FED R - OQver one year 18,138 0.01 84,775 0.06
76,451 0.05 146,151 0.10
B 2 s e Secured overdue advances 60,022 83,650
AL 2 i BN Unsecured overdue advances 16,429 62,501
76,451 146,151
Market value of collateral
B 2 B S A held against the secured
B oM mE overdue advances 192,333 124,349
Impairment allowances made
in respect of such
¥ Eal SRR R 2 RE advances
- BEPEE - Stage 3 13,119 .
- (& BEEAE - Individually assessed - 60,545

R=O —)\&EAH=+H " [F%&
A = ALl E (2O

—EEFZH=H ) -

B SR R 2 i E R

EE PGP -

At 30 June 2018, there were no advances to banks which were overdue for over three

months (31 December 2017: Nil).

Collateral held with respect to overdue advances are mainly residential and commercial

properties.
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(b) EAM@EAEE

A5 B o At 2 S E 3 A
W

nformation (Unaudited)
6 Overdue and rescheduled assets (Continued)

(b) Other overdue assets

The Group’s other overdue assets are analysed as follows:

30/6/2018 31/12/2017
FEETFIS JEETFIE
Accrued Accrued
interest interest
BT ABETTT
HK$’000 HK$°000

Gross amount of other assets which have been

HA & rEaEEE > Himy overdue for:

- Z{EAALLEZEREA - Six months or less, but over three months 296 105
- NMEAM LE—AF - One year or less, but over six months 65 357
- —FEPLE - Over one year 2,202 7,582
2,563 8,044

(c) EEHEK

AR 2 L EHE R (E R ERE ]
A = (8 H AAE_E AL () THA ST
ZEGR) ST

(c) Rescheduled advances

The Group’s rescheduled advances (net of those which have been overdue for over three

months and reported in item (a) above) are as follows:

30/6/2018
&R
B
ZHBE4rth
% of total

HEw«T-57  advances to
HK$’000 customers

31/12/2017
E&F
L /CE
ZHEEE

% of total

W57 advances to

HKS$’

000 customers

HEHE P ER

Rescheduled advances to
customers 728,964 0.46

736,416 0.49

RZO—NEANH=+H"
AXERTUBEHEEZE
H(—O—tEE+ZH=+

—H ) -
(d) WelEIEE

NZO—NEANA=+H>
AEHELEWEEZEZ (20
—tEtHE+ZHA=+—-H:
i) -

At 30 June 2018, there were no rescheduled advances to banks (31 December 2017: Nil).

(d) Repossessed assets

There were no repossessed assets of the Group as at 30 June 2018 (31 December 2017:

Nil).
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7 ENIESRTT R

7 Non-bank Mainland exposures

e (SRIT%@R&E)HEAI) LT The following analysis of non-bank Mainland exposures is based on the categories of
HIEHRITR G F 0 K #HH B non-bank counterparties and the type of direct exposures defined by the HKMA under
WERKBE SN2 BEHKHE  the Banking (Disclosure) Rules with reference to the HKMA return of Mainland
SREEBH AR ER R HE activities. This analysis includes exposures extended by the Bank and its Mainland
FIT 81 2 1% 1% 85 51 ke B 2 g 2 branches only.
A1 LA 43 °#Jﬂ:§§?%@§+)§22§ﬁ
Fe Aoy T A & 2 R E R
b #H -
LEABER BTEAER
PRz EkZE DAhe B bR
On-balance  Off-balance
sheet sheet  4HEBREE
exposure exposure Total
BT BETTT B%TT
HKS$°000 HK$’000  HK$°000
ZO—/\#EFXR=+H At 30 June 2018
— RN~ SRR ERRE Central government, central
B IR M H TN E] government-owned entities and their
ME&EPRE subsidiaries and joint ventures (JVs) 37,539,374 4,968,678 42,508,052
= HBURT - #OTEURRR Local governments, local
B IR M H TN E] government-owned entities and their
MEERFE subsidiaries and JVs 9,385,909 418,509 9,804,418
= JEEPERATFR RS
B R AF TR A HE e T PRC nationals residing in Mainland China or
HYEAt AR S - other entities incorporated in Mainland
HHEEMNE China and their subsidiaries and JVs 47,114,364 8,338,354 55,452,718
o HMCREETEE—ET
B EH R DR B 2 LY Other entities of central government not
ThE reported in item 1 above 3,360,374 366,656 3,727,030
i HAREREEE IET
B EH b T U 2 B Other entities of local governments not
Tt reported in item 2 above 1,489,739 - 1,489,739
7N HEFEPEEIMY T
ANREFEAHLAN PRC nationals residing outside Mainland
FITHIRRE Tt China or entities incorporated outside
B0 HEFREIN Mainland China where the credit is
{5 FH granted for use in Mainland China 4,939,955 2,529,501 7,469,456
Other counterparties where the exposures are
+  HrgR BEIANIERTT considered by the Bank to be non-bank
R R Mainland China exposures 8,631,856 92,600 8,724,456
112,461,571 16,714,298 129,175,869
BUE IRV E 7 AR Total assets after provision 305,754,721
BERBERNZ EEEE On-balance sheet exposures as percentage
& EEA%E > Tt of total assets 36.78%
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7 ENIERTTERR (8)

7 Non-bank Mainland exposures (Continued)

BEAEE TEAER
Dz EbgE Db B
On-balance Off-balance
sheet sheet  4EEBRFHE
exposure exposure Total
BT BETIT B%TT
=24l Restated HK$°000 HKS$’000 HK$’000
—O—t#&
+—HA=+—H 31 December 2017
—  thOREUR ~ R Central government, central
IR 5 BT\ E] government-owned entities and their
MEENE subsidiaries and joint ventures (JVs) 37,846,723 5,562,534 43,409,257
= MHBURT - #OTEURRR Local governments, local
IR 5 BT\ E] government-owned entities and their
MEERFE subsidiaries and JVs 9,105,932 424,781 9,530,713
= JEEPEAMETF A PRC nationals residing in Mainland
B R AF R At e 1T China or other entities incorporated in
HYEAt AR S Mainland China and their subsidiaries
HRGERE and JVs 43,286,038 6,603,880 49,889,918
o HMCREETE—ET
HYHH B 2 B Y Other entities of central government not
Tt reported in item 1 above 2,702,663 369,211 3,071,874
A HrREiEes —mt
Y ER Y 5 R & B Other entities of local governments not
TR reported in item 2 above 890,012 - 890,012
7N HEFEPEEMY
N B A LA PRC nationals residing outside Mainland
DAVAER 7 i T China or entities incorporated outside
B HEEREN Mainland China where the credit is
{5 granted for use in Mainland China 4,127,496 2,787,772 6,915,268
Other counterparties where the
exposures are considered by the Bank
T HR AEIANIERTT to be non-bank Mainland China
JE\B A exposures 7,847,908 203,242 8,051,150
105,806,772 15,951,420 121,758,192
JRAB GG R N A AR Total assets after provision 300,266,309
BEAfERN EkmEE On-balance sheet exposures as
EEEEEE Aot percentage of total assets 35.24%

G E e ELE
B DGR 24
Fi# e

Certain comparative amounts have been

presentation.
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